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UNDER THE SECURITIES ACT OF 1933

Churchill Downs Incorporated

(Exact name of registrant as specified in its charter)

Kentucky 7948 61-0156015
(State or other jurisdiction of (Primary Standard Industrial (L.R.S. Employer
incorporation or organization) Classification Code Number) Identification Number)

Table of Contents 1



Edgar Filing: CHURCHILL DOWNS INC - Form S-4/A

700 Central Avenue, Louisville, Kentucky 40208
(502) 636-4400

(Address, including zip code, and telephone number, including area code, of registrant s principal executive offices)

Robert L. Evans
President and Chief Executive Officer
Churchill Downs Incorporated
700 Central Avenue
Louisville, Kentucky 40208
(502) 636-4400

(Name, address, including zip code, and telephone number, including area code, of agent for service)

with copies to:

Brian J. Fahrney Daniel Perini, Esq. Jon A. Ballis, P.C. Steve Wolosky
Matthew G. McQueen General Counsel James S. Rowe Yehuda Markovits
Sidley Austin LLP

One South Dearborn Street
Chicago, Illinois 60603
(312) 853-7000

Youbet.com, Inc.

5901 De Soto Avenue

Woodland Hills, California 91367

(818) 668-2100

Theodore A. Peto

Kirkland & Ellis LLP

300 North LaSalle Street

Chicago, Illinois 60654

(312) 862-2000

Olshan Grundman Frome

Rosenzweig & Wolosky LLP

65 East 55th Street

New York, New York 10022

(212) 451-2222

Approximate date of commencement of proposed sale of the securities to the public: As soon as reasonably practicable after the effectiveness of this
Registration Statement and the completion of the merger described in the enclosed proxy statement/prospectus.
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If the securities being registered on this Form are being offered in connection with the formation of a holding company and there is compliance with General
Instruction G, check the following box. ~

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities Act registration
statement number of the earlier effective registration statement for the same offering.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of large accelerated filer , accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer b

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the registrant shall file
a further amendment which specifically states that this registration statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until this registration statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.
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The information contained in this proxy statement/prospectus is not complete and may be changed. Churchill Downs Incorporated may
not sell these securities until the registration statement relating to these securities filed with the Securities and Exchange Commission, of
which this document is a part, is declared effective. This proxy statement/prospectus shall not constitute an offer to sell or the
solicitation of any offer to buy nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale
would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction. Any representation to the
contrary is a criminal offense.

PRELIMINARY SUBJECT TO COMPLETION DATED February 19, 2010

MERGER PROPOSED YOUR VOTE IS VERY IMPORTANT
To the Stockholders of Youbet.com, Inc.:

Youbet.com, Inc. ( Youbet ) and Churchill Downs Incorporated ( CDI ) have entered into a merger agreement for CDI to acquire Youbet. In the
proposed transaction, a wholly owned subsidiary of CDI will merge with and into Youbet, with Youbet continuing after the merger as the
surviving corporation. Following completion of the merger, the surviving corporation will merge with and into Tomahawk Merger LLC, a

wholly owned subsidiary of CDI, with Tomahawk Merger LLC surviving the subsequent merger.

Pursuant to the proposed merger, Youbet stockholders will be entitled to receive a combination of 0.0598 of a share of CDI common stock and
$0.97 in cash for each share of Youbet common stock, subject to adjustment to ensure that the merger does not require CDI to issue more than
19.6% of the outstanding CDI common stock outstanding as of immediately prior to the effective time of the merger.

The amount of cash and the value and amount of the CDI common stock into which each share of Youbet common stock will be converted will
not be known at the time of the special meeting, because the merger will not be consummated until after the special meeting. Beginning at 9:00
a.m. on March 30, 2010, MacKenzie Partners, Inc., Youbet s proxy solicitor, will make current merger consideration information available at the
following toll-free number: (888) 407-8968.

Youbet common stock is traded on the NASDAQ Capital Market under the trading symbol UBET and CDI common stock is traded on the
NASDAQ Global Select Market under the trading symbol CHDN. On [ ], 2010, Youbet common stock closed at $[ ] per share and CDI common
stock closed at $[ ] per share. More detailed information about Youbet, CDI, the proposed merger and the special meeting is contained in this

proxy statement/prospectus. We encourage you to read this proxy statement/prospectus carefully and in its entirety before voting,

including the section entitled _Risk Factors beginning on page 27 of this proxy statement/prospectus.

We are asking you to vote to adopt the merger agreement at the special meeting. The Youbet board of directors has unanimously
determined that the merger and the merger agreement are advisable and fair to, and in the best interests of, Youbet and its

stockholders, has unanimously approved the merger agreement and unanimously recommends that Youbet stockholders vote FOR the
proposal to adopt the merger agreement.

The date, time and place of the special meeting of stockholders is as follows:
Youbet s offices, located at 5901 De Soto Avenue, Woodland Hills, California 91367 on April 6, 2010 at 10:00 a.m. local time.

Your vote is very important. The merger cannot be completed unless Youbet stockholders adopt the merger agreement at a special meeting of
Youbet stockholders. Whether or not you plan to attend the special meeting, please take the time to vote by completing and mailing to us the
enclosed proxy card or grant your proxy by telephone or through the Internet. You may also cast your vote in person at the special meeting. If
your shares are held in street name, you must instruct your broker, bank or other nominee in order to vote. Failing to vote at the Youbet special
meeting, in person or by proxy, will have the effect of a vote against the proposal to adopt the merger agreement.

Sincerely,
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David Goldberg
President & Chief Executive Officer

Youbet.com, Inc.
NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THIS TRANSACTION OR THE SECURITIES OF CDI TO BE ISSUED PURSUANT TO THE
MERGER, OR DETERMINED IF THIS PROXY STATEMENT/PROSPECTUS IS ACCURATE OR COMPLETE. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

This proxy statement/prospectus is dated [ ], 2010 and is first being mailed to stockholders of Youbet on or about [ ], 2010.
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YOUBET.COM, INC.
2600 West Olive Avenue, 5th floor
Burbank, CA 91505
NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

TO BE HELD ON APRIL 6, 2010

Dear Stockholders of Youbet.com, Inc.:

You are cordially invited to a special meeting of stockholders of Youbet.com, Inc. ( Youbet ) on April 6, 2010, promptly at

10 a.m. local time at Youbet s offices, located at 5901 De Soto Avenue, Woodland Hills, California 91367. Only stockholders who hold shares of
Youbet common stock at the close of business on February 17, 2010, the record date for the special meeting, are entitled to vote at the special
meeting and any adjournments or postponements of the special meeting.

At the special meeting, you will be asked to consider and vote upon and approve the following proposals:

1. The adoption of the Agreement and Plan of Merger, dated as of November 11, 2009, among Youbet, Churchill Downs Incorporated
( CDI ), Tomahawk Merger Corp., a wholly owned subsidiary of CDI ( Merger Sub ), and Tomahawk Merger LLC, a wholly owned
subsidiary of CDI ( Merger LLC ), pursuant to which Merger Sub will merge with and into Youbet and the surviving corporation will
merge with and into Merger LLC, with Merger LLC surviving the subsequent merger, which we refer to as the proposal to adopt the
merger agreement.

2. The adjournment of the Youbet special meeting, if necessary, if a quorum is present, to solicit additional proxies if there are not
sufficient votes in favor of the proposal to adopt the merger agreement, which we refer to as the Youbet special meeting adjournment
proposal.

3. The transaction of such other business as may properly come before the special meeting or any adjournment or postponement
thereof.
No other business will be conducted at the special meeting. The proposals are described more fully in this proxy statement/prospectus. Please
give your careful attention to all of the information in this proxy statement/prospectus.

The proposal to adopt the merger agreement requires the affirmative vote of at least a majority of the outstanding shares of Youbet common
stock.

Under Delaware law, holders of record of Youbet common stock who do not vote in favor of the proposal to adopt the merger agreement have
the right to seek appraisal of the fair value of their shares of Youbet common stock if the merger is completed. To exercise your appraisal rights,
you must strictly follow the procedures prescribed by Delaware law, including, among other things, submitting a written demand for appraisal to
Youbet before the vote is taken on the proposal to adopt the merger agreement, and you must not vote in favor of the proposal to adopt the
merger agreement. These procedures are summarized in the accompanying proxy statement/prospectus in the section titled The Merger Youbet
Stockholder Appraisal Rights beginning on page 97 (the text of the applicable provisions of Delaware law is included as Annex C to the
accompanying proxy statement/prospectus).
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The Youbet board of directors has unanimously determined that the merger and the merger agreement are advisable and fair to, and in
the best interests of, Youbet and its stockholders, has unanimously approved the merger and the merger agreement and unanimously
recommends that the stockholders of Youbet vote FOR the proposal to adopt the merger agreement and FOR the Youbet special
meeting adjournment proposal, if necessary.

This proxy statement/prospectus contains detailed information about Youbet, CDI, the proposed merger and the special meeting of Youbet
stockholders. We urge you to read this proxy statement/prospectus carefully and in its entirety. In particular, see the section entitled Risk Factors
beginning on page 27 of this proxy statement/prospectus for a discussion of the risks related to the merger and owning CDI common stock. For
specific instructions on how to vote your shares, please refer to the section entitled The Special Meeting of Youbet Stockholders beginning on
page 54 of this proxy statement/prospectus.

Whether or not you plan to attend the special meeting, please vote as soon as possible so that your shares are represented at the meeting.
If you do not vote, it will have the same effect as a vote against the proposal to adopt the merger agreement. Only stockholders of record
at the close of business on February 17, 2010 are entitled to notice of and to vote at the special meeting and any adjournments or
postponements thereof. To vote your shares, please complete and return the enclosed proxy card to us or grant your proxy by telephone
or through the Internet. You may also cast your vote in person at the special meeting.

By Order of the Board of Directors,

David Goldberg
President & Chief Executive Officer

Youbet.com, Inc.
Burbank, California

[ ],2010
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ADDITIONAL INFORMATION

This proxy statement/prospectus incorporates by reference important business and financial information about Churchill Downs Incorporated,
which we refer to as CDI, and Youbet.com, Inc., which we refer to as Youbet, from documents that are not included in or delivered with this
proxy statement/prospectus. For a more detailed description of the information incorporated by reference into this proxy statement/prospectus
and how you may obtain it, see Additional Information Where You Can Find More Information beginning on page 156 of this proxy
statement/prospectus.

You can obtain any of the documents incorporated by reference into this proxy statement/prospectus without charge from CDI or Youbet, as
applicable, or from the Securities and Exchange Commission, which we refer to as the SEC, through the SEC s website at www.sec.gov. CDI
shareholders and Youbet stockholders may request a copy of such documents in writing or by telephone by contacting:

Churchill Downs Incorporated Youbet.com, Inc.

700 Central Avenue 5901 De Soto Avenue

Louisville, Kentucky 40208 Woodland Hills, California 91367
Attn: Investor Relations Attn: Investor Relations

(502) 636-4492 (818) 668-2384

In addition, you may obtain copies of some of this information by accessing CDI s website at www.churchilldowns.com under the heading About
CDI, under the link Investors, and then under the link SEC Filings.

You may also obtain copies of some of this information by accessing Youbet s website at www.youbet.com under the heading About Us, under
the link Investor Relations, and then under the link SEC Filings.

We are not incorporating the contents of the websites of the SEC, CDI, Youbet or any other entity into this proxy statement/prospectus. We are
providing the information about how you can obtain certain documents that are incorporated by reference into this proxy statement/prospectus at
these websites only for your convenience.

In order for you to receive timely delivery of the documents in advance of the Youbet special meeting, Youbet or CDI, as applicable,
must receive your request no later than March 30, 2010.

ABOUT THIS PROXY STATEMENT/PROSPECTUS

This proxy statement/prospectus, which forms a part of a registration statement on Form S-4 filed with the Securities and Exchange Commission
by CDI, constitutes a prospectus of CDI under Section 5 of the Securities Act of 1933, as amended, which we refer to as the Securities Act, with
respect to the shares of CDI common stock to be issued to Youbet stockholders in connection with the merger. This document also constitutes a
proxy statement under Section 14(a) of the Securities Exchange Act of 1934, as amended, which we refer to as the Exchange Act, and a notice of
meeting with respect to the meeting of Youbet stockholders to consider and vote upon, among other matters, the proposal to adopt the merger
agreement.
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QUESTIONS AND ANSWERS REGARDING

THE SPECIAL MEETING OF YOUBET STOCKHOLDERS

Q: When and where is the Youbet special meeting?

A: The special meeting of Youbet stockholders will take place on April 6, 2010, promptly at 10 a.m. local time at Youbet s offices, located at
5901 De Soto Avenue, Woodland Hills, California 91367. Check-in will begin at 9:00 a.m. Please allow ample time for the check-in
procedures.

Q: Can I attend and vote at the Youbet special meeting?

A: You are entitled to attend the special meeting only if you were a Youbet stockholder as of the close of business on February 17, 2010,
which we refer to as the record date for the Youbet special meeting, or you hold a valid proxy for the special meeting. You should be
prepared to present valid government-issued photo identification for admittance. In addition, if you are a record holder, your name will be
verified against the list of record holders on the record date prior to being admitted to the special meeting. If you are not a record holder
but hold shares through a broker, bank or other nominee (i.e., in street name ), you should provide proof of beneficial ownership on the
record date, such as your most recent account statement prior to February 17, 2010, or other similar evidence of ownership. If you do not
provide valid government-issued photo identification or comply with the other procedures outlined above upon request, you may not be
admitted to the special meeting.

Q: What am I being asked to vote upon?

A: The Youbet special meeting is being called to consider and vote upon and approve the following proposals:

1. The adoption of the Agreement and Plan of Merger, dated as of November 11, 2009, among Youbet, CDI, Merger Sub, a wholly
owned subsidiary of CDI, and Merger LLC, a wholly owned subsidiary of CDI, which we refer to as the merger agreement, pursuant
to which Merger Sub will merge with and into Youbet, which we refer to as the merger, and the surviving corporation will merge
with and into Merger LLC, which we refer to as the subsequent merger, with Merger LLC surviving the subsequent merger, which
we refer to as the proposal to adopt the merger agreement.

2. The adjournment of the Youbet special meeting, if necessary, if a quorum is present, to solicit additional proxies if there are not
sufficient votes in favor of the proposal to adopt the merger agreement, which we refer to as the Youbet special meeting adjournment
proposal.

3. The transaction of such other business as may properly come before the special meeting or any adjournment or postponement
thereof.

Q: How does the Youbet board of directors recommend that I vote?

A:
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After careful consideration, the Youbet board of directors unanimously recommends that Youbet stockholders vote FOR the proposal to
adopt the merger agreement and FOR the Youbet special meeting adjournment proposal, if necessary. The Youbet board of directors has
unanimously determined that the merger and the merger agreement are advisable and fair to, and in the best interests of, Youbet and its
stockholders, has unanimously approved the merger agreement and unanimously recommends that Youbet stockholders vote FOR the
proposal to adopt the merger agreement.

For a description of the reasons underlying the recommendation of the Youbet board of directors, see the section entitled The

Merger Recommendation of the Youbet Board of Directors and Its Reasons for the Merger beginning on page 77 of this proxy

statement/prospectus.

Q: Whatdo I need to do now?

A: Ifyou are a Youbet stockholder, after you carefully read this proxy statement/prospectus, you are encouraged to mail your signed proxy
card in the enclosed return envelope, or submit your proxy by telephone or on the Internet in accordance with the instructions on the proxy
card. In order to assure that your vote is recorded,
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please vote your proxy as soon as possible even if you currently plan to attend the special meeting in person. If you own your shares in

street name through a broker, bank or other nominee, you must instruct your broker, bank or other nominee how to vote your shares using
the enclosed voting instruction card. Internet and telephone voting is available in accordance with the instructions on the voting instruction
card.

Q: How can I vote?

A: Registered stockholders of Youbet as of the record date may vote in person at the special meeting or by one of the following methods:

complete, sign and date the enclosed proxy card and return it in the prepaid envelope provided;

call the toll-free telephone number on the proxy card and follow the recorded instructions; or

visit an Internet website established for that purpose listed on your proxy card and follow the instructions.
Stockholders who hold shares of Youbet common stock in street name may vote by following the instructions provided by their broker, bank or
other nominee, including by one of the following methods:

complete, sign, date and return your voting instruction card in the enclosed pre-addressed envelope;

other methods listed on your voting instruction card or other information forwarded by your bank, broker or other nominee regarding
whether you may vote by telephone or electronically on the Internet; or

in person at the special meeting with a legal proxy from your bank, broker or other nominee. Please consult the voting instruction
card sent to you by your bank, broker or other nominee to determine how to obtain a legal proxy in order to vote in person at the
special meeting.
For a more detailed explanation of the voting procedures, please see the section entitled The Special Meeting of Youbet Stockholders How You
Can Vote beginning on page 55 of this proxy statement/prospectus.

Q: Why is my vote important?

A: If you do not return your proxy card or submit your proxy by telephone or through the Internet or vote in person at the special meeting,
your failure to vote will have the same effect as a vote against the proposal to adopt the merger agreement but will not similarly affect the
Youbet special meeting adjournment proposal.

Q: How do I instruct my broker, bank or other nominee to vote in connection with the proposal to adopt the merger agreement?

A: If your shares are held by a broker, bank or other nominee, you must follow the instructions on the form you receive from your broker,
bank or other nominee in order for your shares to be voted. Please follow their instructions carefully. Also, please note that if the holder of
record of your shares is a broker, bank or other nominee and you wish to vote at the special meeting, you must request a legal proxy from
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the bank, broker or other nominee that holds your shares and present that proxy and proof of identification at the special meeting to vote
your shares. Based on the instructions provided by the broker, bank or other nominee, street name stockholders may generally vote by
mail, by methods listed on the voting instruction card or in person with a proxy from the record holder.

Q: If my shares are held in street name, will my broker, bank or other nominee vote my shares for me?

A: If you do not provide your broker, bank or other nominee with instructions on how to vote your street name shares, your broker, bank or
other nominee will not be permitted to vote them, and it will have the same effect as voting against the proposal to adopt the merger
agreement but will not similarly affect the Youbet special meeting adjournment proposal.
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Q: If my shares are held in street name, what if I fail to instruct my broker, bank or other nominee?

A: If you fail to instruct your broker, bank or other nominee to vote your shares and the broker, bank or other nominee submits an unvoted
proxy, the resulting broker non-votes will be counted toward a quorum at the respective special meeting, but they will not be voted and
they will have the consequences set forth above under Why is my vote important?

Q: Can I change my vote after I have mailed my proxy card?

A: You can change your vote at any time before your proxy card is voted at the Youbet special meeting. You can do this in one of four ways:

delivering a valid, later-dated proxy by mail, or a later-dated proxy by telephone or Internet;

delivering a signed written notice to the person to whom you submitted your proxy stating that you would like to revoke your proxy;

voting at a later date by telephone or by using the Internet; or

voting by ballot at the Youbet special meeting.
Your attendance at the special meeting alone will not revoke your proxy. If you have instructed a broker, bank or other nominee to vote your
shares by executing a voting instruction card or by using the telephone or Internet, you must follow directions from your broker, bank or other
nominee to change those instructions.

Q: What happens if the merger is not consummated?

A: If the merger agreement is not adopted by Youbet stockholders or if the merger is not completed for any other reason, Youbet stockholders
will not receive any payment for their shares of Youbet common stock in connection with the merger. Instead, Youbet will remain an
independent publicly-traded company and its common stock will continue to be listed and traded on The NASDAQ Stock Market LLC,
which we refer to as NASDAQ. If the merger agreement is terminated, Youbet may be required in specified circumstances to pay a
termination fee of approximately $4.3 million to CDI (and in certain circumstances, reimburse transaction expenses of CDI up to
$500,000), and CDI may be required in specified circumstances to pay a termination fee of $5 million to Youbet and agree to use
commercially reasonable efforts to secure for Youbet a content license agreement for all advance deposit wagering rights controlled by
CDI and/or TrackNet Media Group, LLC, in each case as more fully described under The Merger Agreement Termination of the Merger
Agreement Youbet Termination Fee and Expenses and The Merger Agreement Termination of the Merger Agreement CDI Termination Fee
beginning on page 122.

Q: Should I send in my stock certificates now?

A: No. If Youbet stockholders approve the proposal to adopt the merger agreement, after the merger is completed, CDI s exchange agent will
send Youbet stockholders written instructions for exchanging their stock certificates.

Q: Who is paying for this proxy solicitation?
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A: CDI and Youbet will each bear their own respective expenses incurred in connection with the filing, printing and mailing of this proxy
statement/prospectus. Youbet will be responsible for any fees incurred in connection with the solicitation of proxies for the Youbet special
meeting. Youbet may also reimburse brokerage houses and other custodians, nominees and fiduciaries for their costs of forwarding proxy
and solicitation materials to beneficial owners.
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Q:

What is the vote of Youbet stockholders required to adopt the merger agreement?

Youbet cannot complete the merger unless the merger agreement is adopted by the affirmative vote of the holders of a majority of the
outstanding shares of Youbet common stock entitled to vote at the special meeting. Approval of the Youbet special meeting adjournment
proposal, if necessary to solicit additional proxies if there are insufficient votes to adopt the merger agreement at the time of the special
meeting, requires the affirmative vote of a majority of the shares of Youbet common stock present in person or represented by proxy at the
special meeting and entitled to vote at the special meeting.

What happens if I do not indicate how to vote on my proxy card?

If you sign and send in your proxy card and do not indicate how you want to vote, your proxy will be counted as a vote FOR the proposal
to adopt the merger agreement and FOR the Youbet special meeting adjournment proposal, if necessary.

What should Youbet stockholders do if they receive more than one set of voting materials?

You may receive more than one set of voting materials, including multiple copies of this proxy statement/prospectus and multiple proxy
cards or voting instruction cards. For example, stockholders who hold shares in more than one brokerage account may receive a separate
voting instruction card for each brokerage account in which shares are held. Stockholders of record whose shares are registered in more
than one name will receive more than one proxy card. The Youbet board of directors urges Youbet stockholders to complete, sign, date
and return each proxy card and voting instruction card they receive for the Youbet special meeting.

Who can help answer my questions?

If you would like additional copies of this proxy statement/prospectus, or if you have questions about the merger, including the procedures
for voting your shares, you should contact by letter, phone or email:
MacKenzie Partners, Inc.

105 Madison Avenue
New York, NY 10016

proxy @mackenziepartners.com

(800) 322-2885
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SUMMARY

The following is a summary that highlights information contained in this proxy statement/prospectus. This summary may not contain all of the
information that may be important to you. For a more complete description of the merger agreement and the transactions contemplated by the
merger agreement, including the merger, Churchill Downs Incorporated, which we refer to as CDI, and Youbet.com, Inc., which we refer to as
Youbet, we encourage you to read carefully this entire proxy statement/prospectus, including the attached annexes. In addition, we encourage
you to read the information incorporated by reference into this proxy statement/prospectus, which includes important business and financial
information about CDI and Youbet that has been filed with the Securities and Exchange Commission. You may obtain the information
incorporated by reference into this proxy statement/prospectus without charge by following the instructions in the section entitled Additional
Information Where You Can Find More Information beginning on page 156 of this proxy statement/prospectus.

The Companies

Churchill Downs Incorporated
700 Central Avenue
Louisville, Kentucky 40208

CDl is a leading multi-jurisdictional owner and operator of pari-mutuel wagering properties and businesses. Pari-mutuel wagering is a system of
betting in which all bets are aggregated and the final payout for winning bets, determined after the pool is closed, is paid in proportion to their
wager. Additionally, CDI offers gaming products through its slot and video poker operations in Louisiana. CDI was organized as a Kentucky
corporation in 1928. CDI common stock is traded on NASDAQ, under the symbol CHDN.

CDI manages its operations through four operating segments as follows:

1. Racing Operations, which includes:

Churchill Downs Racetrack in Louisville, Kentucky, an internationally known thoroughbred racing operation and home of the
Kentucky Derby since 1875;

Arlington Park Racecourse, a thoroughbred racing operation in Arlington Heights along with ten off-track betting facilities, which
we refer to as OTBs, in Illinois;

Calder Race Course, a thoroughbred racing operation in Miami Gardens, Florida; and

Fair Grounds Race Course, a thoroughbred racing operation in New Orleans along with ten OTBs in Louisiana.

2. On-Line Business, which includes:

TwinSpires, an advance deposit wagering, which is a system of wagering in which an individual deposits money into an account
prior to making a wager, in order to fund future wagers made in person, by telephone, over the internet or through other means of
communication and which we refer to as ADW, business that conducts pari-mutuel wagering in 36 states;
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Bloodstock Research Information Services, a data service provider for the equine industry; and

CDI s equity investment in HRTV, LLC, a horseracing television channel, which we refer to as HRTV.

3. Gaming, which includes:

Video Services, Inc., the owner and operator of more than 800 video poker machines in Louisiana;

Fair Grounds Slots, a slot facility in Louisiana, which operates approximately 600 slot machines; and

Calder Casino and Race Course, a slot facility in Florida, which opened on January 22, 2010.
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4. Other Investments, which includes:

Churchill Downs Simulcast Productions, LLC, a provider of television production to the racing industry; and

CDI s other minor investments.

Churchill Downs Investment Company, a wholly owned subsidiary of CDI, oversees CDI s other industry related investments.

Tomahawk Merger Corp.

700 Central Avenue

Louisville, Kentucky 40208

Tomahawk Merger Corp., which we refer to as Merger Sub, is a direct wholly owned subsidiary of CDI and was formed solely for the purpose
of completing the merger. Tomahawk Merger Corp. has not carried on any activities to date, except for activities incidental to its formation and
activities undertaken in connection with the merger.

Tomahawk Merger LLC
700 Central Avenue
Louisville, Kentucky 40208

Tomahawk Merger LLC, which we refer to as Merger LLC, is a direct wholly owned subsidiary of CDI and was formed solely for the purpose
of completing the subsequent merger. Tomahawk Merger LLC has not carried on any activities to date, except for activities incidental to its
formation and activities undertaken in connection with the merger.

Youbet.com, Inc.

2600 West Olive Avenue, 5™ Floor
Burbank, California 91505

(818) 668-2100

www.youbet.com

Youbet is a diversified provider of technology and pari-mutuel horse racing content for consumers through Internet and telephone platforms, and
a leading supplier of totalizator systems, terminals and other pari-mutuel wagering services and systems to the pari-mutuel industry. A totalizator
is an automated system used to calculate and display the number and amounts of bets and the current payout odds in pari-mutuel betting. Youbet
Express is a leading online ADW company focused on horse racing primarily in the United States. Youbet s website, www.youbet.com, enables
customers to securely wager on horse races at over 150 racetracks worldwide from the convenience of their homes or other locations. Youbet s
customers receive the same odds and expected payouts they would receive if they were wagering directly at the host track and their wagers are
commingled with the host track betting pools.

The Merger (see page 59)

CDI has agreed to acquire Youbet under the terms and conditions set forth in the merger agreement, which we describe in this proxy
statement/prospectus. Pursuant to the merger agreement, Merger Sub will merge with and into Youbet, with Youbet continuing as the surviving
corporation and a wholly owned subsidiary of CDI. We refer to this as the merger. Immediately following the completion of the merger, the
surviving corporation from the merger will merge with and into Merger LLC, with Merger LLC surviving the second merger. We refer to this as
the subsequent merger. It is intended that the subsequent merger will be effected immediately after the effective time of the merger, which we
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refer to as the effective time, without further approval, authorization or direction from or by any of the parties to the merger agreement. Under
certain limited circumstances, the
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subsequent merger will not occur. We have attached the merger agreement as Annex A to this proxy statement/prospectus. We encourage you to
carefully read the merger agreement in its entirety. We currently expect that the merger and subsequent merger will be completed during the first
half of 2010. However, we cannot predict the actual timing of the completion of the merger and subsequent merger.

Effects of the Merger; Merger Consideration

If you are a Youbet stockholder, upon completion of the merger, each of your shares of Youbet common stock will be converted into the right to
receive (i) 0.0598 of a share, which we refer to as the exchange ratio, of CDI common stock, no par value, which we refer to as CDI common
stock, and (ii) $0.97 in cash, subject to adjustment to ensure that the merger does not require CDI to issue more than 19.6% of the outstanding
CDI common stock outstanding as of immediately prior to the effective time. The exchange ratio is fixed and will not be adjusted for changes in
the stock prices of either company before the merger is completed, other than any adjustment that may occur as described below. No fractional
shares of CDI common stock will be issued in the merger, and Youbet s stockholders will receive cash in lieu of fractional shares, if any, of CDI
common stock. We refer to the total consideration per share of Youbet common stock to be paid to the Youbet stockholders by CDI as the
merger consideration. The merger will have no effect on the number of shares of CDI common stock owned by existing CDI shareholders. The
amount of cash and the value and amount of the CDI common stock into which each share of Youbet common stock will be converted will not
be known at the time of the special meeting, because the merger will not be consummated until after the special meeting. Beginning at 9:00 a.m.
on March 30, 2010, MacKenzie Partners, Inc., Youbet s proxy solicitor, will make current merger consideration information available at the
following toll-free number: (888) 407-8968.

CDI expects to fund the cash portion of the acquisition and the repayment of Youbet debt with borrowings under its amended and restated
revolving credit facility and cash on hand. See The Merger CDI s Financing of the Merger on page 92.

Under the merger agreement, the maximum aggregate number of shares of CDI common stock that can be issued as consideration in the
contemplated transaction is limited to 19.6% of CDI s outstanding common stock. Based upon 13,682,712 shares of CDI common stock
outstanding as of February 12, 2010, CDI can issue up to 2,681,811 shares of CDI common stock as part of the merger consideration without
any adjustment to the exchange ratio and without any adjustment to the $0.97 per share cash consideration. To the extent that the total number of
shares that would be issued as part of the transaction is greater than 19.6% of CDI s outstanding common stock, then the exchange ratio shall be
decreased to reduce the total amount of CDI common stock provided as consideration to Youbet stockholders to 19.60% of CDI s outstanding
common stock, and the per share cash consideration of $0.97 shall be increased by an amount equal to the product of (x) the amount of such
reduction in the stock consideration per share multiplied by (y) $30.71.

General Assumptions for All lllustrations

Number of shares of CDI common stock outstanding as of closing 13,682,712(1)
Number of shares of Youbet common stock outstanding as of closing 41,730,038(2)
Exchange ratio (assuming no adjustment) 0.0598

Per share cash consideration $0.97

(1) Equals the number of shares of CDI common stock outstanding on February 12, 2010.
(2) Equals the number of shares of Youbet common stock outstanding on February 12, 2010.
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Tllustration #1: Adjustment to Per Share Merger Consideration

Additional Assumptions for Illustration #1

ey
@
3
“

CDI stock price at closing

Per share stock consideration (assuming no adjustment)

Total per share merger consideration (assuming no adjustment)

Additional shares of Youbet common stock to be issued in respect of in-the-money Youbet stock options
based on the $3.36 per share merger consideration

Total shares of Youbet common stock outstanding (including shares issued in respect of in-the-money
options)

Total number of shares of CDI common stock to be issued to Youbet stockholders at closing (assuming no
adjustment)

Calculated as $40.00 multiplied by the 0.0598 exchange ratio.

Calculated as the $2.39 per share stock consideration plus the $0.97 per share cash consideration.
Based on Youbet stock options outstanding as of February 12, 2010.

Calculated as 45,234,727 shares of Youbet common stock multiplied by the 0.0598 exchange ratio.

Merger Consideration Adjustment Calculations for Illustration #1

$40.00 per share

$2.39(1)

$3.36(2)
3,504,689(3)
45,234,727

2,705,037(4)

As noted above, based upon 13,682,712 shares of CDI common stock outstanding as of February 12, 2010, CDI can issue up to 2,681,811 shares
of CDI common stock as part of the merger consideration without any adjustment to the exchange ratio and without any adjustment to the $0.97
per share cash consideration. Given the assumptions for this illustration, if the CDI stock price at closing is $40.00 per share, the total number of
shares of CDI common stock to be issued to Youbet stockholders at closing would equal 2,705,037, which exceeds the number of shares of CDI
common stock permitted to be issued without adjustment to the merger consideration by 23,226 shares of CDI common stock. The exchange
ratio, per share stock consideration and per share cash consideration would thus be adjusted as follows:

ey
@)
3

Downward adjustment to exchange ratio

Adjusted exchange ratio

Aggregate increase in cash consideration

Upward adjustment to per share cash consideration
Adjusted per share cash consideration

0.0005(1)

0.0593
$713,270(2)
$0.02(3)
$0.99

Calculated as the 23,226 excess shares of CDI common stock divided by 45,234,727, which represents the fully-diluted number of

outstanding shares of Youbet common stock.

Calculated as 23,226 excess shares of CDI common stock multiplied by $30.71. $30.71 represents the CDI closing stock price on the date

that CDI and Youbet agreed to the exchange ratio.

Calculated as the aggregate increase in the cash consideration divided by the fully-diluted number of outstanding shares of Youbet

common stock.
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Hllustration #2: No Adjustment to Per Share Merger Consideration (illustrates maximum CDI stock price at which no adjustment to merger
consideration would be required given general assumptions noted above)

Additional Assumptions for Illustration #2

CDI stock price at closing $33.01 per share
Per share stock consideration (assuming no adjustment) $1.97(1)

Total per share merger consideration (assuming no adjustment) $2.94(2)
Additional shares of Youbet common stock to be issued in respect of in-the-money Youbet stock options

based on the $2.94 per share merger consideration 3,116,019(3)
Total shares of Youbet common stock outstanding (including shares issued in respect of in-the-money

options) 44,846,057
Total number of shares of CDI common stock to be issued to Youbet stockholders at closing 2,681,794(4)

(1) Calculated as $33.01 multiplied by the 0.0598 exchange ratio.

(2) Calculated as the $1.97 per share stock consideration plus the $0.97 per share cash consideration.
(3) Based on Youbet stock options outstanding as of February 12, 2010.

(4) Calculated as 44,846,057 shares of Youbet common stock multiplied by the 0.0598 exchange ratio.
Merger Consideration Adjustment Calculations for Illustration #2

As noted above, based upon 13,682,712 shares of CDI common stock outstanding as of February 12, 2010, CDI can issue up to 2,681,811 shares
of CDI common stock as part of the merger consideration without any adjustment to the exchange ratio and without any adjustment to the $0.97
per share cash consideration. Given the assumptions for this illustration, if the CDI stock price at closing is $33.01 per share, the total number of
shares of CDI common stock to be issued to Youbet stockholders at closing would equal 2,681,794. As a result, the exchange ratio, per share
stock consideration and per share cash consideration would not be adjusted.

Hllustration #3: No Adjustment to Per Share Merger Consideration

Additional Assumptions for Illustration #3

CDI stock price at closing $30.00 per share
Per share stock consideration (assuming no adjustment) $1.79(1)

Total per share merger consideration (assuming no adjustment) $2.76(2)
Additional shares of Youbet common stock to be issued in respect of in-the-money Youbet stock options based on the

$2.76 per share merger consideration 2,916,447(3)
Total shares of Youbet common stock outstanding (including shares issued in respect of in-the-money options) 44,646,485
Total number of shares of CDI common stock to be issued to Youbet stockholders at closing 2,669,860(4)

(1) Calculated as $30.00 multiplied by the 0.0598 exchange ratio.

(2) Calculated as the $1.79 per share stock consideration plus the $0.97 per share cash consideration.
(3) Based on Youbet stock options outstanding as of February 12, 2010.

(4) Calculated as 44,646,485 shares of Youbet common stock multiplied by the 0.0598 exchange ratio.
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Merger Consideration Adjustment Calculations for Illustration #3

As noted above, based upon 13,682,712 shares of CDI common stock outstanding as of February 12, 2010, CDI can issue up to 2,681,811 shares
of CDI common stock as part of the merger consideration without any adjustment to the exchange ratio and without any adjustment to the $0.97
per share cash consideration. Given the assumptions for this illustration, if the CDI stock price at closing is $30.00 per share, the total number of
shares of CDI common stock to be issued to Youbet stockholders at closing would equal 2,669,860, which is less than the number of shares of
CDI common stock permitted to be issued without adjustment to the merger consideration. As a result, the exchange ratio, per share stock
consideration and per share cash consideration would not be adjusted.

Treatment of Youbet Stock Options

Upon completion of the merger, each outstanding vested and unvested Youbet stock option will be canceled at the effective time and the holders
of such options that are in the money will receive a mix of cash and CDI stock, in the same proportion that each such optionholder would have
received if such optionholder was a Youbet stockholder, based upon the amount by which $0.97 plus the product of (i) 0.0598 and (ii) the

closing price of CDI s common stock on The NASDAQ Capital Market on the day immediately prior to the date of the effective time exceeds the
exercise price of each such Youbet stock option.

Risk Factors (see page 27)

In evaluating the merger and the merger agreement, you should carefully read this proxy statement/prospectus and especially consider the factors
discussed in the section entitled Risk Factors beginning on page 27 of this proxy statement/prospectus.

The Special Meeting; Youbet Stockholders Entitled to Vote; Required Vote

The special meeting of Youbet stockholders will take place on April 6, 2010, promptly at 10:00 a.m. local time at Youbet s offices, located at
5901 De Soto Avenue, Woodland Hills, California 91367. The Youbet board of directors has fixed the close of business on February 17, 2010 as
the record date for the Youbet special meeting. Accordingly, only holders of record of Youbet common stock as of the close of business on the
record date will be entitled to notice of, and to vote at, the Youbet special meeting or any adjournment or postponement thereof. Youbet cannot
complete the merger unless the proposal to adopt the merger agreement is approved by the affirmative vote of the holders of a majority of the
outstanding shares of Youbet common stock entitled to vote at the special meeting. The Youbet special meeting adjournment proposal, if
necessary to solicit additional proxies if there are insufficient votes to approve the proposal to adopt the merger agreement at the time of the
special meeting, must be approved by the affirmative vote of the holders of a majority of the shares of Youbet common stock present in person
or represented by proxy at the special meeting.

Recommendation of the Youbet Board of Directors and Its Reasons for the Merger (see page 77)

After careful consideration, the Youbet board of directors unanimously adopted the merger agreement and approved the completion of the
transactions contemplated by the merger agreement, including the merger, upon the terms and subject to the conditions set forth in the merger
agreement on November 10, 2009. The Youbet board of directors unanimously recommends that Youbet s stockholders vote FOR the
proposal to adopt the merger agreement and FOR the Youbet special meeting adjournment proposal at the Youbet special meeting.

For the factors considered by the Youbet board of directors in reaching its decision to adopt the merger agreement and approve the completion
of the transactions contemplated by the merger agreement, including the
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merger, as well as the Youbet board of directors reasons for, and certain risks related to, the merger, see The Merger Recommendation of the
Youbet Board of Directors and Its Reasons for the Merger beginning on page 77 of this proxy statement/prospectus.

Opinion of Youbet s Financial Advisor (see page 80 and Annex B)

Moelis & Company LLC, which we refer to as Moelis, rendered its opinion to Youbet s board of directors that, based upon and subject to the
limitations and qualifications set forth in the opinion, as of the date of the opinion, the merger consideration to be received by the Youbet
stockholders, other than CDI and its affiliates, pursuant to the terms and subject to the conditions set forth in the merger agreement, is fair, from
a financial point of view, to such holders.

The full text of the written opinion of Moelis, dated November 10, 2009, which sets forth assumptions made, procedures followed, matters
considered and limitations on the review undertaken in connection with the opinion, is attached to this proxy statement/prospectus as Annex B.
Moelis provided its opinion only for the information and assistance of Youbet s board of directors in connection with its consideration of the
transaction. The Moelis opinion is not a recommendation as to how any holder of Youbet common stock should vote with respect to the
transaction or any other matter. Pursuant to an engagement letter between Youbet and Moelis, Youbet has agreed to pay Moelis a transaction
fee, the principal portion of which is contingent upon completion of the transaction.

Ownership of CDI After the Merger

In the merger, CDI expects to issue approximately 2,681,811 shares of CDI common stock to Youbet stockholders, based on Youbet s shares of
common stock and in the money stock options outstanding as of February 12, 2010, the most recent date for which it was practicable to include
this information, and assuming that all of the in the money stock options outstanding as of such date remain outstanding as of the date on which
the merger is completed. Immediately following the completion of the merger, Youbet stockholders are expected to own approximately 16.4%
of the shares of CDI common stock outstanding. The merger will have no effect on the number of shares of CDI common stock owned by
existing CDI shareholders.

Share Ownership of Directors and Executive Officers

At the close of business on the Youbet record date, directors and executive officers of Youbet and their affiliates owned and were entitled to vote
approximately 237,000 shares of Youbet common stock, collectively representing less than one percent of the shares of Youbet common stock
outstanding on that date. The directors of Youbet entered into voting agreements pursuant to which they have agreed to vote their shares of
Youbet in support of the proposals to be considered at the Youbet special meeting.

Interests of Youbet s Directors and Executive Officers in the Merger (see page 99)

Youbet s executive officers and directors have interests in the merger that are different from, or in addition to, your interests. All optionholders,
including the directors and officers of Youbet that are optionholders, will be entitled to acceleration of vesting of all of their stock options
immediately prior to the closing of the merger. In addition, pursuant to a retention plan adopted by the Youbet board of directors effective
February 17, 2009, which we refer to as the Youbet retention plan, certain Youbet employees, including its executive officers, who remain
actively employed with Youbet through and following the consummation of the merger, will be entitled to receive retention payments subject to
certain conditions.
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The following table summarizes with respect to each of Youbet s executive officers and directors:

the number of shares of Youbet common stock beneficially owned, as of the record date (column (a));

the estimated value of the merger consideration expected to be received for shares of Youbet common stock owned as of the record
date, based on the $34.81 closing price of CDI common stock on February 12, 2010 (column (b)); the actual amount of merger
consideration that the executive officers and directors of Youbet will receive may vary and cannot be determined until the closing
date of the merger;

the estimated aggregate amount of benefits that could be received as a result of the merger (column (c)), consisting of:

the estimated value of the merger consideration expected to be received for stock options (based on the difference between an
assumed merger consideration per share of $3.05, which is based in part on the closing price of CDI common stock on
February 12, 2010 of $34.81 per share, and the exercise price of those options multiplied by the number of shares of Youbet
common stock subject to the options); the actual amount of merger consideration that the executive officers and directors of
Youbet will receive for their stock options may vary and cannot be determined until the closing date of the merger; and

retention payments payable to Youbet s executive officers in connection with the Youbet retention plan totaling $455,000,
which retention payments vest 50% on the closing of the merger and 50% on the six-month anniversary of the closing of the
merger, subject to the executive officer s continued employment through the applicable vesting date; and

the total of column (b) and column (c) (column (d)).

(@ (b) () (d)

Estimated
consideration for Accelerated option
Number of shares of Youbet awards and
Youbet common common retention

Name stock owned stock owned payments Total

David Goldberg $ $ 2,004,500 $ 2,004,500
Susan Bracey 174,600 174,600
Daniel Perini 274,001 274,001
Michael Nelson 259,001 259,001
Michael Brodsky 2,000 6,100 1,907,745 1,913,845
F. Jack Liebau 165,000 503,250 999,948 1,503,198
Gary Adelson 37,500 114,375 192,398 306,773
Raymond C. Anderson 84,203 84,203
James Edgar 10,000 30,500 296,348 326,848
Michael D. Sands 22,500 68,625 148,253 216,878
Michael J. Soenen 84,203 84,203
Total 237,000 $ 722,850 $ 6,425,200 $ 7,148,050

See The Merger Interests of Youbet s Directors and Executive Officers in the Merger beginning on page 99 for a discussion of each of these
interests and arrangements with Youbet s directors and executive officers.
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Youbet s executive officers and directors will also receive indemnification and liability insurance benefits in connection with the merger and
certain of Youbet s executive officers may be offered employment with CDI, although no agreements have been entered into and no terms,
conditions or understandings have been finalized.
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Additionally, CDI has agreed to appoint one current director of Youbet designated by Youbet to the CDI board of directors at the effective time.
Management and Board of Directors of CDI After the Merger (see page 99)

CDI has agreed to take all actions as may be necessary to cause its board of directors upon the completion of the merger to be comprised of 14
members, consisting of the 13 current CDI directors and one current director of Youbet designated by Youbet, who we refer to as the Youbet
designee. Prior to the appointment of the Youbet designee to the CDI board of directors, the Youbet designee must have satisfied all suitability
requirements to serve on the CDI board of directors as required by applicable law. CDI has also agreed to appoint the Youbet designee to CDI s
Executive Committee and Strategic Planning Committee upon the completion of the merger, to nominate the Youbet designee at the first annual
meeting of CDI shareholders, and to use reasonable best efforts to cause the Youbet designee to be reelected to the CDI board of directors for a
term expiring at the third annual meeting of CDI shareholders after the effective time.

No change to the executive officers of CDI is expected to occur immediately following the completion of the merger.
Listing of CDI Common Stock (see page 97) and Delisting and Deregistration of Youbet Common Stock (see page 97)

Application will be made to have the shares of CDI common stock to be issued in the merger approved for listing on NASDAQ, where CDI
common stock currently is traded under the symbol CHDN. If the merger is completed, Youbet common stock will no longer be listed on
NASDAAQ and will be deregistered under the Exchange Act, and Youbet will no longer file periodic reports with the SEC.

Youbet Stockholder Appraisal Rights (see page 97)

Under Delaware law, Youbet stockholders of record who do not vote in favor of the proposal to adopt the merger agreement will be entitled to
seek appraisal rights and obtain payment in cash for the judicially determined fair value of their shares of Youbet common stock in connection
with the merger, if the merger is completed. This value could be more than, less than or the same as the implied value of the merger
consideration for Youbet common stock. The relevant provisions of the General Corporation Law of the State of Delaware, which we refer to as
the DGCL, are included as Annex C to this proxy statement/prospectus. We encourage you to read these provisions carefully and in their
entirety. Moreover, due to the complexity of the procedures for exercising the right to seek appraisal, Youbet stockholders who are considering
exercising such rights are encouraged to seek the advice of legal counsel. Failure to strictly comply with these provisions will result in a loss of
the right of appraisal.

Merely not voting for the merger will not preserve the right of Youbet stockholders to appraisal of their shares of Youbet common stock under

Delaware law. Also, because a submitted proxy not marked against or abstain will be voted FOR the proposal to adopt the merger agreement and
FOR the Youbet special meeting adjournment proposal, the submission of a proxy not marked against or abstain will result in the waiver of

appraisal rights. Youbet stockholders who wish to exercise their appraisal rights and hold shares in the name of a broker or other nominee must

instruct their nominees to take the steps necessary to enable them to demand appraisal for their shares.

Conditions to Completion of the Merger

The obligations of CDI, Merger Sub and Youbet to effect the merger are subject to the fulfillment, or waiver by CDI, Merger Sub and Youbet,
of the following conditions at or prior to the completion of the merger:

the approval of the proposal to adopt the merger agreement by the holders of a majority of the outstanding shares of Youbet common
stock;
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the absence of any temporary restraining order, preliminary or permanent injunction or other judgment, order or decree issued by a
court or agency of competent jurisdiction located in the United States that prohibits the completion of the merger or the subsequent
merger; and the absence of any law being enacted, issued, enforced, entered, or promulgated that prohibits or makes illegal the
completion of the merger or the subsequent merger;

the expiration or termination of any applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
which we refer to as the HSR Act;

the absence of any pending material action by any governmental entity seeking to prohibit the completion of the merger or
any other material transactions contemplated by the merger agreement that is reasonably likely to succeed; and

the effectiveness under the Securities Act of the registration statement on Form S-4 of which this proxy statement/prospectus forms a
part and the absence of any stop order or proceedings initiated by the SEC for that purpose.
The obligations of CDI and Merger Sub to effect the merger are subject to the fulfillment, or waiver by CDI, of the following conditions at or
prior to completion of the merger:

the accuracy and correctness of representations and warranties of Youbet, subject to certain qualifications described in the merger
agreement, and the receipt of a certificate from an executive officer of Youbet to that effect;

Youbet having performed and complied with its covenants in the merger agreement in all material respects prior to the completion of
the merger, and the receipt of a certificate from an executive officer of Youbet to that effect;

the absence of a Company Material Adverse Effect, and the receipt of a certificate from an executive officer of Youbet to that effect;
and

the receipt by CDI and Merger Sub of a tax opinion from its counsel that the merger and the subsequent merger, taken together, will
be treated as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended, which we
refer to as the Code, subject to certain limited exceptions.
The obligations of Youbet to effect the merger are subject to the fulfillment, or waiver by Youbet, of the following conditions at or prior to
completion of the merger:

the accuracy and correctness of representations and warranties of CDI, subject to certain qualifications described in the
merger agreement, and the receipt of a certificate from an executive officer of CDI to that effect;

CDI having performed and complied with its covenants in the merger agreement in all material respects prior to the completion of
the merger, and the receipt of a certificate from an executive officer of CDI to that effect;

the absence of a Parent Material Adverse Effect, and the receipt of a certificate from an executive officer of CDI to that effect;
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reorganization within the meaning of Section 368(a) of the Code, subject to certain limited exceptions; and

the authorization for listing on NASDAQ of the shares of CDI common stock to be issued in the merger.
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Some of the conditions set forth in the merger agreement may be waived by CDI or Youbet, subject to the agreement of the other party in
specific cases. For a more detailed discussion of these matters, see The Merger Agreement Conditions to Completion of the Merger beginning on
page 107 of this proxy statement/prospectus.

Regulatory Approvals (see page 93)

The merger is subject to review by the United States Federal Trade Commission, which we refer to as the FTC, and the Antitrust Division of the
United States Department of Justice, which we refer to as the DOJ, under the HSR Act. The notifications required under the HSR Act to the FTC
and DOJ were filed on November 25, 2009 by CDI and Youbet. The statutory waiting period under the HSR Act was initially scheduled to
expire on December 28, 2009 at 11:59 p.m., Eastern time, unless terminated earlier by the DOJ or extended if the DOJ requested additional
information and documentary material. On December 24, 2009, CDI voluntarily withdrew and re-filed its HSR Act notification in order to
provide the DOJ additional time beyond the initial 30-day HSR Act waiting period to complete its review. This restarted the statutory waiting
period under the HSR Act, which was then scheduled to expire on January 25, 2010, at 11:59 p.m., Eastern time, unless terminated earlier by the
DOJ or extended if the DOJ requested additional information and documentary material. On January 25, 2010, the DOJ issued to CDI and
Youbet formal requests for additional information and documentary material. These requests had the effect of extending the HSR Act waiting
period until 30 days after both parties have substantially complied with the requests, subject to any modifications of the requests to which the
DOJ may agree. CDI and Youbet are in the process of gathering information to respond to the second requests and are working cooperatively
with the DOJ as it reviews the merger. No other regulatory approvals are a condition to the completion of the merger.

Litigation (see page 93)

Youbet, its directors and CDI are parties to multiple lawsuits filed by third parties seeking monetary damages or injunctive relief, or both, in
connection with the merger agreement. Based on the facts known to date, the defendants respectively believe that the claims asserted against
each of them in these lawsuits are, respectively, without merit, and the defendants intend to defend themselves vigorously against the claims.

No Solicitation by Youbet (see page 110)

Subject to certain exceptions, the merger agreement precludes Youbet from soliciting or engaging in discussions or negotiations with a third
party with respect to a proposal to acquire a significant interest in Youbet s equity or assets. Notwithstanding such restrictions, the merger
agreement provides that, under specified circumstances occurring before Youbet s stockholders approve the proposal to adopt the merger
agreement, if Youbet receives an unsolicited proposal from a third party to acquire a significant interest in Youbet that its board of directors
determines in good faith is reasonably likely to lead to a proposal that is superior to the merger with CDI, Youbet may furnish nonpublic
information to that third party and engage in negotiations regarding an acquisition proposal with that third party.

Termination of the Merger Agreement (see page 120)

The merger agreement may be terminated at any time prior to the completion of the merger by the mutual written consent of CDI and Youbet.
Also, either CDI or Youbet may terminate the merger agreement at any time prior to the completion of the merger if:

the merger is not completed on or before May 11, 2010, subject to a potential extension of nine months of such deadline
pursuant to the terms of the merger agreement;

a governmental entity permanently enjoins or otherwise prohibits the completion of the merger; or

the Youbet special meeting or any adjournment or postponement thereof concludes without the approval of the proposal to adopt the
merger agreement by Youbet s stockholders.
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Youbet may terminate the merger agreement at any time prior to the approval of the proposal to adopt the merger agreement by Youbet s
stockholders in light of a superior proposal if:

Youbet s board of directors authorizes Youbet to enter into a definitive agreement concerning a transaction that constitutes a superior
proposal and Youbet enters into such definitive agreement concurrently with such termination;

Youbet has complied in all material respects with, and the superior proposal did not otherwise result from a breach of, the section of
the merger agreement imposing restrictions on the solicitation of alternative proposals, including its obligation to notify CDI of the
superior proposal, see The Merger Agreement Non-Solicitation of Alternative Transactions beginning on page 110 of this proxy
statement/prospectus;

the superior proposal has not been withdrawn and continues to constitute a superior proposal at the conclusion of a three business
day period that begins with notification to CDI of the superior proposal, subject to any extensions as contemplated by the merger
agreement, and to the extent requested by CDI, Youbet engages in good faith negotiations with CDI to amend the merger agreement
in such a manner that the transaction contemplated by the definitive agreement with respect to the superior proposal ceases to
constitute a superior proposal; and

Youbet pays all fees and expenses required to be paid under the merger agreement as a result of such termination. See The Merger
Agreement Termination of the Merger Agreement Youbet Termination Fee and Expenses beginning on page 122 of this proxy
statement/prospectus.

In addition, Youbet may terminate the merger agreement at any time prior to the completion of the merger if:

CDI breaches or fails to perform in any material respect any of its representations, warranties, covenants or other agreements, which
breach or failure to perform would result in a failure of any of the conditions to Youbet s obligation to complete the merger and
which breach is not curable or, if curable, is not cured within 30 days after written notice is given by Youbet to CDI stating its
intention to terminate the merger agreement and the basis for such termination; or

there has been a Parent Material Adverse Effect that is not curable or, if curable, is not cured within 30 days after written notice is
given by Youbet to CDI stating its intention to terminate the merger agreement and the basis for such termination.
CDI may terminate the merger agreement at any time prior to the completion of the merger if:

Youbet breaches or fails to perform in any material respect any of its representations, warranties, covenants or other agreements,
which breach or failure to perform would result in a failure of any of the conditions to CDI s obligation to complete the merger and
which breach is not curable or, if curable, is not cured within 30 days after written notice is given by CDI to Youbet stating its
intention to terminate the merger agreement and the basis for such termination;

the Youbet board of directors or any committee thereof (i) subject to certain restrictions on CDI s ability to terminate the merger
agreement, shall not have recommended, or the Youbet board of directors or a committee thereof shall have resolved not to
recommend approval of the proposal to adopt the merger agreement, shall have made a change in recommendation or shall have
failed to include its recommendation of the approval of the proposal to adopt the merger agreement by Youbet s stockholders in the
proxy statement relating to the Youbet special meeting, (ii) in response to a publicly announced or publicly disclosed alternative
proposal from a third party, shall not have publicly reconfirmed its recommendation in favor of the adoption and approval of the
merger agreement within five business days after CDI requests in writing that such recommendation be publicly reconfirmed (subject
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certain restrictions on CDI s ability to terminate the merger agreement, shall have resolved or publicly proposed to do any of the
foregoing;

Youbet has breached in any material respect its obligations under the section of the merger agreement imposing restrictions on the
solicitation of alternative proposals, including its obligation to notify CDI of the superior proposal, see The Merger

Agreement Non-Solicitation of Alternative Transactions beginning on page 110 of this proxy statement/prospectus (except for any
inadvertent or unintentional breaches that have no impact on CDI s ability to complete the merger on the terms set forth in the merger
agreement);

within 10 business days after a tender or exchange offer relating to securities of Youbet involving a person or group unaffiliated with
CDI has first been published or announced, Youbet shall not have published, sent or given to its stockholders pursuant to Rule 14e-2
promulgated under the Securities Act a statement disclosing that the Youbet board of directors recommends rejection of such tender
or exchange offer (including by taking no position with respect to such tender offer or exchange offer);

the Youbet board of directors or any committee thereof shall have recommended to its stockholders or approved any alternative
proposal or any definitive agreement with respect to an alternative proposal or shall have resolved to do so; or

there has been a Company Material Adverse Effect that is not curable or, if curable, is not cured within 30 days after written notice is
given by CDI to Youbet stating its intention to terminate the merger agreement and the basis for such termination.
Termination Fees (see page 122)

If the merger agreement is terminated, Youbet may be required in specified circumstances to pay a termination fee of approximately $4.3 million
to CDI (and, in certain circumstances, transaction expenses of CDI up to $500,000), and CDI may be required in specified circumstances to pay
a termination fee of $5 million to Youbet.

Certain Material United States Federal Income Tax Consequences (see page 94)

Youbet and CDI intend the merger and subsequent merger, taken together, to qualify as a reorganization within the meaning of Section 368(a) of
the Code. Subject to the limited exception described below, it is a condition to the completion of the merger that CDI and Youbet each receives a
written opinion from its counsel, dated the effective time, substantially to the effect that on the basis of facts, representations and assumptions set
forth in such opinion which are consistent with the state of facts existing as of the effective time, for federal income tax purposes (i) the merger
and the subsequent merger, taken together, will constitute a reorganization within the meaning of Section 368(a) of the Code and (ii) Youbet and
CDI will each be a party to that reorganization within the meaning of Section 368(b) of the Code. Assuming that treatment is proper, a holder of
Youbet common stock whose shares are exchanged in the merger for shares of CDI common stock and cash generally will recognize gain (but
not loss) realized on the exchange in an amount not exceeding the amount of cash received.

Notwithstanding the foregoing, the receipt of such opinions will not be a condition to the completion of the merger, the subsequent merger will
not occur, and the merger will not constitute a reorganization within the meaning of Section 368(a) of the Code, if the value of the portion of the
merger consideration to be paid in CDI common stock does not equal 40% or more of the value of the merger consideration. That circumstance
would generally exist only if as of the effective time there has been a significant decline in the per share value of CDI common stock to
approximately $10.82 or less, assuming no adjustment to the exchange ratio. In such a case, a holder of Youbet common stock generally will
recognize capital gain or loss equal to the difference between the fair market value of the CDI common stock and the amount of cash received,
and the stockholder s adjusted tax basis in the shares of Youbet common stock given in exchange therefor.
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Tax matters are complicated, and the tax consequences of the merger and subsequent merger to each Youbet stockholder will depend on such
stockholder s particular facts and circumstances.

Youbet stockholders should consult their tax advisors with respect to the federal, state and other tax consequences to them of the
merger and subsequent merger.

Accounting Treatment (see page 96)

In accordance with accounting principles generally accepted in the United States, which we refer to as GAAP, CDI will account for the
acquisition of shares of Youbet common stock through the merger under the acquisition method of accounting for business combinations. In
determining the acquirer for accounting purposes, CDI considered the factors required under the business combination accounting guidance, and
determined that CDI will be considered the acquirer of Youbet for accounting purposes.

Dividend Policies
CDI

The holders of CDI common stock receive dividends if and when declared by the CDI board of directors. Pursuant to the merger agreement, CDI
has agreed that, except for annual aggregate cash dividends by CDI to its stockholders not in excess of $0.50 per share or dividends or
distributions paid or made by any wholly owned subsidiary of CDI, it will not authorize or declare any dividend on or make any distribution
with respect to any shares of its capital stock, or any of its subsidiaries capital stock, prior to the completion of the merger.

Youbet

The holders of Youbet common stock receive dividends if and when declared by the Youbet board of directors. Pursuant to the merger

agreement, Youbet has agreed that it will not authorize or declare any dividend on or make any distribution with respect to any shares of its

capital stock, other than dividends or distributions from any of Youbet s wholly owned subsidiaries to Youbet or to Youbet s other wholly owned
subsidiaries, prior to the completion of the merger.

Comparison of Stockholder and Shareholder Rights and Corporate Governance Matters (see page 142)

As a result of the merger, the holders of Youbet common stock will become holders of CDI common stock. Following the completion of the
merger, Youbet stockholders will have the same rights as holders of CDI common stock; however, due to differences between the laws of the
states of incorporation of CDI and Youbet (which states are Kentucky and Delaware, respectively) and the different provisions of the governing
documents of CDI and Youbet, the rights of former Youbet stockholders as CDI shareholders will be different from the rights they had as
stockholders of Youbet.

Fees and Expenses (see page 125)

Generally, all fees and expenses incurred in connection with the merger agreement and the transactions contemplated by the merger agreement
will be paid by the party incurring those expenses, subject to the specific exceptions discussed in this proxy statement/prospectus.
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Selected Summary Historical Financial Data of CDI

The following tables set forth the selected historical consolidated financial data for CDI. The selected consolidated financial data as of and for
the fiscal years ended December 31, 2008, 2007, 2006, 2005 and 2004 have been derived from CDI s audited consolidated financial statements.
The selected consolidated financial and operating data as of and for the nine months ended September 30, 2009 and 2008 have been derived
from CDI s unaudited interim condensed consolidated financial statements. The results for the nine months ended September 30, 2009 and 2008
are not necessarily indicative of the results that may be expected for the entire fiscal year. CDI s unaudited interim condensed consolidated
financial statements reflect all adjustments that management of CDI considers necessary for a fair statement of the financial position and results
of operations for such periods in accordance with United States generally accepted accounting principles, which we refer to as GAAP. Historical
results are not necessarily indicative of the results that may be expected for any future period.

This selected historical consolidated financial data should be read in conjunction with CDI s Annual Report on Form 10-K for the fiscal year

ended December 31, 2008 and CDI s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2009, all of which are
incorporated into this proxy statement/prospectus. See Additional Information Where You Can Find More Information beginning on page 156 of
this proxy statement/prospectus.

Nine Months Ended
September 30, Years Ended December 31,

(In thousands, except per common share data) 2009(1) 2008(2) 2008(2) 2007(3) 2006(4)(5) 2005(6) 2004(7)
Selected Statement of Net Earnings Data:
Net revenues $354,670 $344,261 $430,566 $410,735 $376,671 $356,342 $ 304,388
Operating income $ 44587 $ 57,958 $ 52,779 $ 33,636 $ 49,582 $ 23,950 $ 30,994
Net earnings from continuing operations $ 24573 $ 32,614 $ 29,148 $ 17,038 $ 30,217 $ 13,848 $ 14,274
Discontinued operations, net of income taxes $ (863 $ 8 $§ (599 $ (1,307) $ (406) $ 65,060 $ (5.359)
Net earnings $ 23,710 $ 32,622 $ 28549 $ 15731 $ 29,811 $ 78,908 $ 8915
Basic net earnings from continuing operations per
common share $ 175 $ 233 $ 210 $ 124 $ 224 $ 1.05 $ 1.08
Basic net earnings per common share $ 169 $§ 233 $§ 206 $ 115 $ 221 $ 592 $ 0.67

Diluted net earnings from continuing operations per

common share $ 175 $ 233 $§ 209 $ 123 $ 222 $ 1.04 $ 1.07
Diluted net earnings per common share $ 169 $ 233 $§ 205 $ 114 $ 219 $ 58 $ 0.67
Dividends paid per common share $ 050 $ 050 $ 050 $ 050 $ 050 $ 050 $ 050
Selected Balance Sheet Data:

Total assets $622,955 $609,146 $637,667 $624,816 $546,328 $517,844 $642,594
Working capital (deficiency) surplus $ (63,442) $ (26,582) $ (29.915) $ (17,979) $ 1,650 $ (15,269) $ 135,640
Long-term debt $ 33,000 $ 36,000 $ 43,140 $ 67,989 $ 15,602 $ 225,000
Convertible note payable, related party $ 14,550 $ 14,129 $ 14,234 $ 13,814 $ 13,393 $ 12973 $ 12,552
Shareholders equity $420,311 $403,910 $393,891 $367,558 $350,079 $316,231 $238,428
Shareholders equity per common share $ 3065 $ 2952 $ 2877 $ 2688 $ 2609 $ 2408 $ 18438
Selected Cash Flow Data:

Additions to property and equipment, exclusive of

business acquisitions, net $ 32305 $ 28,562 $ 40,150 $ 45632 $ 46,599 $ 43,238 $ 77,172

The selected financial data presented above is subject to the following information:

(1) During 2009, CDI recognized incremental income tax expense from continuing operations of $2.3 million as well as income tax expense
from discontinued operations of $1.1 million related to proposed adjustments resulting from an audit of prior year income tax returns by
the Internal Revenue Service.
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During 2008, CDI recognized a gain of $17.2 million from insurance recoveries, net of losses, related to damages sustained by Fair
Grounds from Hurricane Katrina.
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On January 1, 2007, CDI adopted required GAAP related to accounting for uncertainty in income taxes, under which CDI may recognize
the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on examination by the
taxing authorities, based on the technical merits of the position. The cumulative effect of adopting this GAAP was an increase of $0.3
million to unrecognized tax benefits and a corresponding decrease to retained earnings. In addition, during 2007, CDI recognized a gain of
$0.8 million from insurance recoveries, net of losses, related to damages from Hurricane Wilma.

During 2006, CDI recognized a gain of $20.6 million from insurance recoveries, net of losses, related to damages sustained by Fair
Grounds, Calder and Ellis Park, from Hurricane Katrina, Hurricane Wilma and a tornado, respectively ($1.4 million is included in
discontinued operations). Also, during 2006, CDI recognized an asset impairment of $7.9 million to write down the long-lived assets of
Hoosier Park to their estimated fair value. Finally, during 2006, CDI recognized a gain of $4.3 million, net of income taxes, on the sale of
Ellis Park.

On January 1, 2006, CDI adopted required GAAP related to accounting for share-based payments using the modified prospective
application method and therefore began to expense the fair value of all outstanding options related to an employee stock purchase plan
over their remaining vesting periods to the extent the options were not fully vested as of the adoption date and began to expense the fair
value of all options granted subsequent to December 31, 2005 over their requisite service periods. During the year ended December 31,
2006, CDI recorded $0.1 million of additional share-based compensation expense as a result of adopting this GAAP.

During 2005, CDI recognized a gain of $69.9 million, net of income taxes, on the sale of the assets of Hollywood Park.

During 2004, CDI recognized a $4.3 million loss representing an unrealized loss on derivative instruments embedded in a convertible
promissory note, a $1.6 million gain on the sale of our 19% interest in Kentucky Downs and a $6.2 million asset impairment loss recorded
to write down the assets of Ellis Park (part of discontinued operations) to their estimated fair value.
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Selected Summary Historical Financial Data of Youbet

The following tables set forth the selected historical consolidated financial data for Youbet. The selected consolidated financial data as of and for
the fiscal years ended December 31, 2008, 2007, 2006, 2005 and 2004 have been derived from Youbet s audited consolidated financial
statements. The selected consolidated financial and operating data as of and for the nine months ended September 30, 2009 and 2008 have been
derived from Youbet s unaudited interim condensed consolidated financial statements. The results for the nine months ended September 30, 2009
and 2008 are not necessarily indicative of the results that may be expected for the entire fiscal year. Youbet s unaudited interim condensed
consolidated financial statements reflect all adjustments that management of Youbet considers necessary for a fair statement of the financial
position and results of operations for such periods in accordance with GAAP. Historical results are not necessarily indicative of the results that
may be expected for any future period.

This selected consolidated financial data should be read in conjunction with Amendment No. 1 to Youbet s Annual Report on Form 10-K/A for
the fiscal year ended December 31, 2008 and Youbet s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2009, all of
which are incorporated into this proxy statement/prospectus. See Additional Information Where You Can Find More Information beginning on
page 156 of this proxy statement/prospectus.
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Statement of Income Data
Revenues
Operating costs

Income (loss) from continuing operations before

income tax (benefit)
Income tax (benefit)

Income (loss) from continuing operations
Income (loss) from discontinued operations(5)

Net income (loss)

Earnings (loss) per share:

Basic

Income (loss) from continuing operations
Income (loss) from discontinued operations(5)
Net income (loss)

Diluted

Income (loss) from continuing operations
Income (loss) from discontinued operations(5)
Net income (loss)

Selected Balance Sheet Data

Cash and cash equivalents

Working capital (deficit)

Total assets

Current portion of long-term debt

Long-term debt, net of current portion
Stockholders equity

Nine Months Ended
September 30,
2009 2008
(unaudited) (unaudited)
$86,107 $ 83,068
82,459 76,491
3,648 6,577
480 362
3,168 6,215
(18) (743)
3,150 5,472
$ 0.08 $ 0.15
0.00 (0.02)
0.08 0.13
$ 007 $ 0.15
0.00 (0.02)
0.07 0.13
$ 16,895 $ 12,532
2,963 (7,881)
46,124 58,327
8,484 9,561
37 262
21,143 26,308

2008(1)

Year Ended December 31,

2007(2)

2006(3)

(in thousands, except per share data)

$ 109,028
114,193

(5,165)
658

(5,823)
1,372

$ 4,451

$  (0.14)
0.03
0.11)

$ (0.1
0.03
0.11)

$ 16,538
(771)
48,880
8,704
3,996
16,843

$ 122,494
133,867

(11,373)
2,814

(14,187)
(14,231)

$ (28,418)

$ (034)
(0.34)
(0.68)

$ (034)
(0.34)
(0.68)

$ 6,551
(14,300)
65,050
10,390
4,767
19,981

$ 114,594
118,161

(3,567)
734

(4,301)
2,270

$ (2,031

$ (0.12)
0.06
(0.06)

$ (0.12)
0.06
(0.06)

$ 21,051
5,019
105,605
8,311
12,054
52,774

2005(4)

$ 82,366
78,601

3,765
(1,854)

5,619
72

$ 5,691

$ 018
0.00
0.18

$ 0.16
0.00
0.16

$ 16,686
12,015
40,829

620
178
22,884

2004

$ 65,249
63,868

1,381
(3,250)

4,631

$ 4,631

$ 0.16
0.00
0.16

$ 014
0.00
0.14

$ 13,287
8,876
25,442
391

158
14,098

(1) In connection with Youbet s evaluation of strategic alternatives for United Tote, in February 2009, Youbet concluded that the carrying
value of United Tote was impaired and recorded a non-cash impairment charge of $11.2 million as of December 31, 2008, which includes

the elimination of $6.9 million in goodwill and reductions in the carrying value of computer equipment and intangible assets of
$3.1 million and $1.2 million, respectively.

(2) In connection with its evaluation of strategic alternatives for United Tote, in March 2008, Youbet concluded that United Tote goodwill was
impaired and recorded a non-cash impairment charge of $8.0 million as of December 31, 2007.
(3) In February 2006, Youbet acquired United Tote, and in October 2006, Youbet acquired Bruen Productions. In 2006, Youbet paid amounts
and incurred associated legal fees totaling $2.7 million in connection with an arbitration award related to an audit of amounts paid to TVG

under its license agreement with TVG for the period April 2002 through March 2005.
(4) In June 2005, Youbet acquired International Racing Group.

(5) In December 2007, Youbet sold Bruen Productions and in February 2008, its ceased operations at IRG. The results of both Bruen

Productions and IRG have been accounted for as discontinued operations.
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Selected Unaudited Pro Forma Condensed Combined Financial Data

The following selected unaudited pro forma condensed combined statement of net earnings data for the nine months ended September 30, 2009
and year ended December 31, 2008 reflect the merger and related transactions as if they had occurred on January 1, 2008. The following
unaudited pro forma condensed combined balance sheet data as of September 30, 2009 reflect the merger and related transactions as if they had
occurred on September 30, 2009.

Such unaudited pro forma condensed combined financial data is based on the historical financial statements of CDI and Youbet and on publicly
available information and certain assumptions and adjustments as discussed in the section entitled Unaudited Pro Forma Condensed Combined
Financial Information beginning on page 126 of this proxy statement/prospectus, including assumptions relating to the allocation of the
consideration paid for the assets and liabilities of Youbet based on preliminary estimates of their fair value. This unaudited pro forma condensed
combined financial information is provided for illustrative purposes only and is not necessarily indicative of what the operating results or
financial position of CDI or Youbet would have been had the merger and related transactions been completed at the beginning of the periods or
on the dates indicated, nor are they necessarily indicative of any future operating results or financial position. CDI and Youbet may have
performed differently had they been combined during the periods presented. The following should be read in connection with the section of this
proxy statement/prospectus entitled Unaudited Pro Forma Condensed Combined Financial Statements beginning on page 126 of this proxy
statement/prospectus and other information included in or incorporated by reference into this proxy statement/prospectus.

For the Year Ended

For the Nine Months Ended December 31,
(In thousands, except per common share data) September 30, 2009 2008
Selected Pro Forma Statement of Net Earnings Data:
Net revenues $ 440,777 $ 539,594
Operating income $ 44,018 $ 42,526
Income tax provision $ 18,470 $ 18,418
Net earnings from continuing operations $ 24,091 $ 18,988
Basic net earnings from continuing operations per common share $ 1.44 $ 1.15
Diluted net earnings from continuing operations per common share $ 1.44 $ 1.15
Basic weighted average common shares outstanding 16,261 16,224
Diluted weighted average common shares outstanding 16,723 16,700
Selected Pro Forma Balance Sheet Data:
Total assets $ 795,060
Working capital (deficiency) surplus $ (15,006)
Long-term debt $ 80,652
Convertible note payable, related party $ 14,550
Shareholders equity $ 504,403
Shareholders equity per common share $ 30.77
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Unaudited Pro Forma Combined Per Share Data

The following tables set forth certain historical, pro forma and pro forma equivalent per share financial data for CDI and Youbet common stock.
The pro forma and pro forma equivalent per common share data gives effect to the merger as if the merger had occurred on September 30, 2009,
in the case of book value per common share data, and January 1, 2008, in the case of net earnings per common share information.

The pro forma per common share balance sheet data combines CDI s September 30, 2009 unaudited condensed consolidated balance sheet with
Youbet s September 30, 2009 unaudited condensed consolidated balance sheet. The pro forma per common share statement of net earnings data
for the year ended December 31, 2008 combines CDI s audited consolidated statement of net earnings for the year ended December 31, 2008
with Youbet s audited consolidated statement of net earnings for the year ended December 31, 2008. The pro forma per common share statement
of net earnings data for the nine months ended September 30, 2009 combines CDI s unaudited interim condensed consolidated statement of net
earnings for the nine months ended September 30, 2009 with Youbet s unaudited interim condensed consolidated statement of net earnings for
the nine months ended September 30, 2009. The Youbet pro forma equivalent per common share financial data is calculated by multiplying the
unaudited CDI pro forma combined per common share amounts by the exchange ratio (0.0598 shares of CDI common stock for each share of
Youbet common stock). The exchange ratio does not include the $0.97 cash portion of the merger consideration.

The following information should be read in conjunction with the audited consolidated financial statements of CDI and Youbet, which are
incorporated by reference in this proxy statement/prospectus, and the financial information contained in the section entitled Unaudited Pro
Forma Condensed Combined Financial Information beginning on page 126 of this proxy statement/prospectus. The unaudited pro forma
combined per common share data below is presented for informational purposes only and is not necessarily indicative of the operating results or
financial position that would have occurred if the merger had been completed as of the periods presented, nor is it necessarily indicative of the
future operating results or financial position of the combined company. In addition, the unaudited pro forma combined per common share data
does not purport to indicate balance sheet data or results of operations data as of any future date or for any future period.

For the Year Ended
For the Nine Months Ended December 31,
September 30, 2009 2008
CDI HISTORICAL PER COMMON SHARE DATA
Net earnings from continuing operations per common share $ 1.75 $ 2.09
Dividends declared per common share $ $ 0.50
Book value per common share $ 30.65 $ 28.77
YOUBET HISTORICAL PER COMMON SHARE DATA
Net earnings (loss) from continuing operations per common share $ 0.07 $ 0.14)
Dividends declared per common share $ $
Book value per common share $ 0.51 $ 0.41
CDI UNAUDITED DILUTED PRO FORMA PER COMMON
SHARE DATA
Net earnings from continuing operations per common share $ 1.44 $ 1.15
Dividends declared per common share $ $ 0.50
Book value per common share (1) $ 30.77 N/A
YOUBET UNAUDITED DILUTED PRO FORMA EQUIVALENT
PER COMMON SHARE DATA
Net earnings from continuing operations per common share $ 0.09 $ 0.07
Dividends declared per common share $ $ 0.03
Book value per common share (2) $ 1.84 N/A

(1) Amount is calculated by dividing CDI s shareholders equity by common shares outstanding. Pro forma book value per common share as of
December 31, 2008 is not meaningful as purchase accounting adjustments were calculated as of September 30, 2009.

(2) Pro forma equivalent book value per common share as of December 31, 2008 is not meaningful as purchase accounting adjustments were
calculated as of September 30, 2009.
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Comparative Per Share Market Price Data

CDI common stock trades on NASDAQ under the symbol CHDN. Youbet common stock trades on NASDAQ under the symbol UBET. The
table below sets forth, for the periods indicated, cash dividends paid per share of CDI and Youbet common stock and the range of high and low
per share sales prices for CDI and Youbet common stock as reported on NASDAQ. For current price information, you should consult publicly
available sources. For more information on CDI and Youbet payment of dividends, see Comparison of Stockholder and Shareholder Rights and
Corporate Governance Matters Dividends beginning on page 144 of this proxy statement/prospectus.

CDI Common Stock

High Low Dividends Declared
Calendar Year 2007
First quarter $45.45 $39.09 $ 0
Second quarter $54.64 $43.66 $ 0
Third quarter $54.87 $45.38 $ 0
Fourth quarter $57.55 $48.22 $ 0.50
Calendar Year 2008
First quarter $55.21 $40.22 $ 0
Second quarter $52.98 $34.85 $ 0
Third quarter $51.85 $32.35 $ 0
Fourth quarter $49.67 $24.11 $ 0.50
Calendar Year 2009
First quarter $41.84 $20.71 $ 0
Second quarter $40.68 $28.20 $ 0
Third quarter $39.92 $30.94 $ 0
Fourth quarter $38.88 $30.00 $ 0.50
Calendar Year 2010
First quarter (through February 17, 2010) $38.68 $33.88 $ 0

Youbet Common Stock
Dividends

High Low Declared
Calendar Year 2007
First quarter $ 3.83 $ 232 $ 0
Second quarter $ 3.40 $ 242 $ 0
Third quarter $ 2.50 $ 1.56 $ 0
Fourth quarter $ 242 $ 0.74 $ 0
Calendar Year 2008
First quarter $ 1.28 $ 0.65 $ 0
Second quarter $ 1.72 $ 0.67 $ 0
Third quarter $ 2.09 $ 1.04 $ 0
Fourth quarter $ 1.54 $ 0.66 $ 0
Calendar Year 2009
First quarter $ 1.70 $ 0.85 $ 0
Second quarter $ 3.59 $ 1.59 $ 0
Third quarter $ 391 $ 1.93 $ 0
Fourth quarter $ 3.03 $ 2.05 $ 0
Calendar Year 2010
First quarter (through February 17, 2010) $ 299 $ 252 $ 0
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The following table presents the last reported sale price of a share of CDI common stock, as reported on NASDAQ, the last reported sale price
of a share of Youbet common stock, as reported on NASDAQ, and the equivalent value of the merger consideration per share of Youbet
common stock, in each case, on November 11, 2009, the last full trading day prior to the public announcement of the proposed merger, and on
[ 1, 2010, the last trading day prior to the printing of this proxy statement/prospectus for which it was practicable to include this information.

Value of Merger
Consideration
Per Share of Youbet
CDI Youbet Common
Date Common Stock Common Stock Stock(1)
November 11, 2009 $ 31.57 $ 2.41 $ 2.86
[ 1,2010 $ [] $ [] $ []

(1) Calculated by multiplying the last reported sale price of CDI common stock by the 0.0598 per share exchange ratio plus $0.97.

The market value of the shares of CDI common stock to be issued in exchange for shares of Youbet common stock upon the completion of the
merger will not be known at the time Youbet stockholders vote on the proposal to adopt the merger agreement. Subject to an exception to ensure
that the merger does not require CDI to issue more than 19.6% of the outstanding CDI common stock outstanding as of immediately prior to the
effective time, the exchange ratio is fixed and will not be adjusted for changes in the stock prices of either company before the merger is
completed.

The above tables show historical stock price comparisons and the equivalent value of the merger consideration per share of Youbet common
stock. Because the market prices of CDI common stock and Youbet common stock will likely fluctuate prior to the merger, these comparisons
may not provide meaningful information to Youbet stockholders in determining whether to approve the proposal to adopt the merger agreement.
CDI shareholders and Youbet stockholders are encouraged to obtain current market quotations for CDI and Youbet common stock and to review
carefully the other information contained in this proxy statement/prospectus or incorporated by reference into this proxy statement/prospectus in
considering whether to approve the proposals before them. See Additional Information Where You Can Find More Information beginning on
page 156 of this proxy statement/prospectus.
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RISK FACTORS

The merger involves risks for CDI shareholders and Youbet stockholders. Youbet stockholders will be choosing to invest in CDI common stock
by voting in favor of the proposal to adopt the merger agreement. In addition to the other information included in this proxy
statement/prospectus, including the matters addressed in Cautionary Statement Concerning Forward-Looking Statements beginning on

page 52 of this proxy statement/prospectus, Youbet stockholders should carefully consider the following risks before deciding whether to vote for
approval of the proposal to adopt the merger agreement.

Risks Relating to the Merger
CDI may not realize all of the anticipated benefits of the transaction.

The combined company s ability to realize the anticipated benefits of the merger will depend, to a large extent, on the ability of CDI to integrate
the businesses of Youbet with CDI. The combination of two independent companies is a complex, costly and time-consuming process. As a
result, the combined company will be required to devote significant management attention and resources to integrating the business practices and
operations of CDI and Youbet. The integration process may disrupt the business of either or both of the companies and, if implemented
ineffectively, would preclude realization of the full benefits expected by CDI and Youbet. The failure of the combined company to meet the
challenges involved in integrating successfully the operations of CDI and Youbet or otherwise to realize the anticipated benefits of the
transaction could cause an interruption of, or a loss of momentum in, the activities of the combined company and could seriously harm its results
of operations. In addition, the overall integration of the two companies may result in unanticipated problems, expenses, liabilities, competitive
responses, loss of customer and supplier relationships, and diversion of management s attention, and may cause the combined company s stock
price to decline. The difficulties of combining the operations of the companies include, among others:

consolidating corporate and administrative infrastructures and eliminating duplicative operations;

maintaining employee morale and retaining key employees;

the diversion of management s attention from ongoing business concerns;

coordinating geographically separate organizations;

unanticipated issues in integrating information technology, communications and other systems;

managing tax costs or inefficiencies associated with integrating the operations of the combined company; and

making any necessary modifications to operating control standards to comply with the Sarbanes-Oxley Act of 2002 and the rules and
regulations promulgated thereunder.
In addition, even if the operations of CDI and Youbet are integrated successfully, the combined company may not realize the full benefits of the
transaction, including the synergies, cost savings or growth opportunities that CDI and Youbet expect. These benefits may not be achieved
within the anticipated time frame, or at all. As a result, CDI and Youbet cannot assure you that the combination of Youbet with CDI will result
in the realization of the full benefits anticipated from the transaction.

The price of CDI common stock might decline prior to the completion of the merger, which would decrease the value of the merger
consideration to be received by Youbet stockholders in the merger. Further, at the Youbet special meeting, Youbet stockholders will not know
the exact value of CDI common stock that will be issued in the merger.
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The market price of CDI common stock at the time the merger is completed may vary significantly from the price on the date of the merger
agreement or from the price on the date of the Youbet special meeting. CDI common stock has historically experienced volatility. On
November 11, 2009, the last full trading day prior to
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the public announcement of the proposed merger, CDI common stock closed at $31.57 per share as reported on NASDAQ. From November 12,
2009, through February 17, 2010, the trading price of CDI common stock ranged from a closing high of $38.57 per share to a closing low of
$30.76 per share.

Under the merger agreement, each outstanding share of Youbet common stock (other than those shares held by CDI, Merger Sub or Merger
LLC, and other than treasury shares) will be converted into the right to receive, upon completion of the merger, the merger consideration.
Subject to an exception to ensure that the merger does not require CDI to issue more than 19.6% of the outstanding CDI common stock
outstanding as of immediately prior to the effective time, the exchange ratio is fixed and will not be adjusted for changes in the stock prices of
either company before the merger is completed. As a result, any changes in the market price of CDI common stock will have a corresponding
effect on the market value of the merger consideration. Neither party, however, has a right to terminate the merger agreement based upon
changes in the market price of CDI or Youbet common stock.

CDI and Youbet are working to complete the transaction as quickly as possible. Although no assurances can be given as to the timing for the
closing of the merger, CDI and Youbet currently expect the merger to close in the first half of 2010. Because the date when the transaction is
completed may be later than the date of the Youbet special meeting, Youbet stockholders may not know the exact value of the CDI common
stock that will be issued in the merger at the time the Youbet stockholders vote on the proposal to adopt the merger agreement. As a result, if the
market price of CDI common stock upon the completion of the merger is lower than the market price on the date of the Youbet special meeting,
the market value of the merger consideration received by Youbet stockholders in the merger will be lower than the market value of the merger
consideration at the time of vote by the Youbet stockholders. Moreover, during this interim period, events, conditions or circumstances could
arise that could have a material impact or effect on CDI, Youbet or the industries in which they operate. CDI and Youbet encourage you to
obtain current market quotations for CDI common stock before you vote your shares. Beginning at 9:00 a.m. on March 30, 2010, MacKenzie
Partners, Inc., Youbet s proxy solicitor, will make current merger consideration information available at the following toll-free number: (888)
407-8968.

CDI and Youbet may be unable to obtain the regulatory approvals required to complete the merger.

The merger is subject to antitrust laws. CDI and Youbet have made their respective filings under applicable U.S. antitrust laws with the DOJ and
the FTC. On January 25, 2010, the DOJ issued to CDI and Youbet formal requests for additional information and documentary material, thereby
extending the statutory waiting period under the HSR Act. CDI and Youbet are in the process of gathering information to respond to the second
requests and are working cooperatively with the DOJ as it reviews the merger.

Under the terms of the merger agreement, if any objections are asserted by any governmental entity with respect to the merger or if any litigation
or proceedings are instituted by a governmental entity challenging the merger under applicable antitrust laws, or if any order is issued enjoining
the merger under applicable antitrust laws, CDI has agreed to use its best efforts to resolve the objections, litigation or proceedings, or to have
the order vacated in order to enable the merger agreement to close by May 11, 2010 (or February 11, 2011 if extended as described under The
Merger Agreement Termination of the Merger Agreement ), and Youbet has agreed to use its best efforts to assist in those efforts.

CDl is not obligated to agree to take any action or accept any condition or requirement with respect to CDI or Youbet, and Youbet is not
permitted to agree to that action without CDI s consent, if that action or requirement would reasonably be expected to require CDI or Youbet to
sell, license, transfer, assign, lease, dispose of or hold separate any material businesses or assets; result in any material limitations on CDI or
Youbet to own, retain, conduct or operate all or a material portion of their respective businesses or assets; or require CDI or Youbet to grant any
material right or commercial or other accommodation to, or enter into any material commercial contractual or other commercial relationship
with, any third party.

28

Table of Contents 50



Edgar Filing: CHURCHILL DOWNS INC - Form S-4/A

Table of Conten

At any time before or after completion of the merger, either the DOJ, the FTC or any state attorneys general could challenge or seek to block the
merger under applicable federal or state antitrust laws, as such regulatory authority deems necessary or desirable in the public interest. In
addition, in some jurisdictions, a private party could initiate legal action under the antitrust laws challenging or seeking to enjoin the merger,
before or after it is completed. CDI and Youbet cannot be sure that a challenge to the merger will not be made or that, if a challenge is made,
CDI and Youbet will prevail.

The merger may result in substantial goodwill and indefinite-lived intangible assets for the combined company. If the combined company s
goodwill and indefinite-lived intangible assets become impaired, the earnings of the combined company may be significantly reduced or
eliminated, and shareholders equity may be reduced.

The unaudited pro forma condensed combined financial information reflects preliminary estimates of goodwill and indefinite-lived intangible
assets of approximately $84.4 million as a result of the merger. This approximate amount of goodwill and indefinite-lived intangible assets
assumes that the CDI common stock received by the Youbet stockholders and optionholders in the merger has a market value of $34.81 per
share (the closing price of CDI common stock on NASDAQ on February 12, 2010). The actual amount of goodwill and indefinite-lived
intangible assets recorded may be materially different and will depend in part on the market value of CDI common stock as of the date on which
the merger is completed and the appropriate allocation of purchase price, which may be impacted by a number of factors, including changes in
the net assets acquired and changes in the fair values of the net assets acquired. On at least an annual basis, CDI assesses whether there has been
an impairment in the value of goodwill and indefinite-lived intangible assets. If the carrying value of goodwill and indefinite-lived intangible
assets exceeds their estimated fair values, a non-cash impairment loss equal to such excess is recognized. Accordingly, any determination
requiring the recognition of a non-cash impairment loss of a significant portion of goodwill and indefinite-lived intangible assets recorded in
connection with the merger would negatively affect the combined company s results of operations.

The issuance of shares of CDI common stock to Youbet stockholders in the merger will initially have a negative impact on the earnings per
share of the combined company and will decrease the aggregate voting power of current CDI shareholders.

If the merger is completed, based on the number of fully diluted shares of Youbet common stock outstanding as of February 12, 2010, the most
recent date for which it was practicable to include this information, CDI expects (assuming there is no adjustment to the exchange ratio) that
approximately 2,681,811 shares of CDI common stock will be issued for the outstanding shares and in the money stock options of common
stock of Youbet. CDI expects that the merger will initially result in lower earnings per share than would have been earned by CDI in the absence
of the merger. In addition, the issuance of shares in connection with the merger will decrease the aggregate voting power of current CDI
shareholders. CDI expects that over time the merger will yield benefits to the combined company such that the merger will ultimately be
accretive to earnings per share. However, there can be no assurance that the increase in earnings per share expected in the long term will be
achieved. In order to achieve increases in earnings per share as a result of the merger, the combined company will, among other things, need to
effectively continue the successful operations of Youbet after the merger.

CDI will incur additional indebtedness in order to fund the cash portion of the merger consideration and the repayment of assumed Youbet
indebtedness.

CDI expects to fund the cash portion of the acquisition and the repayment of Youbet debt with borrowings under its amended and restated
revolving credit facility and cash on hand. The credit facility, which CDI and certain of its subsidiaries entered into on December 22, 2009, has a
term of four years. The interest rate under the credit facility for floating rate advances is equal to the sum of (i) the highest of (x) the bank agent s
prime rate, (y) the federal funds rate plus 0.50% or (z) an amount equal to the sum of (A) the Eurodollar base rate for a one-month interest

period divided by one minus the maximum reserve requirement imposed on Eurodollar liabilities
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plus (B) 1%, plus (ii) an applicable margin of between 1.00% and 2.50% determined by reference to CDI s leverage ratio. The interest rate under
the credit facility for Eurodollar advances is the Eurodollar base rate for the applicable interest period plus an applicable margin of between
2.00% and 3.50%, determined by reference to CDI s leverage ratio. Under the credit facility, CDI pays a commitment fee, payable on the last day
of each calendar quarter, at rates that range from 0.30% to 0.50% of the available aggregate commitment, depending on CDI s leverage ratio. The
maximum aggregate commitment under the credit facility is $275 million, and amounts available for borrowing as of December 31, 2009 totaled
$197 million. As of December 31, 2009, CDI had $71.1 million in outstanding borrowings and $6.9 million in outstanding letters of credit,
resulting in a net $197.0 million available for future borrowings under the credit facility. Subject to certain conditions, CDI may at any time
increase the aggregate commitment under the credit facility up to an amount not to exceed $375 million. CDI currently anticipates borrowing an
additional $47.7 million under the credit facility to finance the cash portion of the consideration to be paid in connection with the merger. See
Note 6 (H) of the Unaudited Pro Forma Condensed Combined Financial Information for further details regarding the anticipated financing of
consideration to be paid in connection with the merger.

The credit facility is collateralized by substantially all of the assets of CDI. The credit facility contains customary affirmative and negative
covenants for credit facilities of the type, including limitations on CDI and its subsidiaries with respect to indebtedness, restricted payments,
liens, investments, mergers and acquisitions (provided that the transactions contemplated by the merger agreement are specifically excluded
from this covenant), disposition of assets, sale-leaseback transactions, and transactions with affiliates. The covenants permit CDI to use proceeds
of the credit extended under the credit facility for general corporate purposes and acquisition needs. The credit agreement also contains financial
covenants that require CDI (i) to maintain an interest coverage ratio (i.e., consolidated adjusted EBITDA to consolidated interest expense) that is
greater than 3.5 to 1.0; (ii) not to permit the leverage ratio (i.e., consolidated funded indebtedness to consolidated adjusted EBITDA) to be
greater than 3.25 to 1.0; and (iii) to maintain consolidated net worth (with certain exceptions) of not less than the sum of (x) $350,000,000, (y)
50% of consolidated net income earned in each fiscal year beginning with CDI s fiscal year ending December 31, 2009 and (z) 100% of the net
proceeds of any future debt and equity offerings.

Although CDI currently expects that cash flows from operations will be sufficient to satisfy obligations under the credit facility, there can be no
certainty that CDI will have adequate cash flows in the future to satisfy current or future obligations under the credit facility.

The unaudited pro forma condensed combined financial information is presented for illustrative purposes only and may not be an indication
of the combined company s financial condition or results of operations following the transaction.

The unaudited pro forma condensed combined financial information contained in this proxy statement/prospectus are presented for illustrative
purposes only and may not be an indication of the combined company s financial condition or results of operations following the merger for
several reasons. The unaudited pro forma condensed combined financial information has been derived from the historical financial statements of
CDI and Youbet, and adjustments and assumptions have been made regarding the combined company after giving effect to the transaction. The
information upon which these adjustments and assumptions have been made is preliminary, and these kinds of adjustments and assumptions are
difficult to make with accuracy. Moreover, the unaudited pro forma condensed combined financial information does not reflect all costs that are
expected to be incurred by the combined company in connection with the transaction. For example, the impact of any incremental costs incurred
in integrating the two companies is not reflected in the unaudited pro forma condensed combined financial information. As a result, the actual
financial condition and results of operations of the combined company following the merger may not be consistent with, or evident from, this
unaudited pro forma condensed combined financial information.

The assumptions used in preparing the unaudited pro forma condensed combined financial information may not prove to be accurate, and other
factors may affect the combined company s financial condition or results of
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operations following the transaction. Any decline or potential decline in the combined company s financial condition or results of operations may
cause significant variations in the stock price of the combined company. See Unaudited Pro Forma Condensed Combined Financial Information
beginning on page 126 of this proxy statement/prospectus.

Some of the conditions to the merger may be waived by CDI or Youbet without resoliciting stockholder approval of the proposals approved by
Youbet s stockholders.

Some of the conditions set forth in the merger agreement may be waived by CDI or Youbet, subject to the agreement of the other party in

specific cases. See The Merger Agreement Conditions to Completion of the Merger beginning on page 107 of this proxy statement/prospectus. If
any conditions are waived, CDI and Youbet will evaluate whether amendment of this proxy statement/prospectus and resolicitation of proxies

are warranted. If the board of directors of Youbet determines that resolicitation of its stockholders is not warranted, Youbet will have the

discretion to complete the merger without seeking further stockholder approval.

To be successful, the combined company must retain and motivate key employees, and failure to do so could seriously harm the combined
company.

To be successful, the combined company must retain and motivate executives and other key employees. Employees of CDI and Youbet may
experience uncertainty about their future roles with the combined company until or after strategies for the combined company are announced or
executed. These circumstances may adversely affect the combined company s ability to retain key personnel. The combined company also must
continue to motivate employees and keep them focused on the strategies and goals of the combined company, which effort may be adversely
affected as a result of the uncertainty and difficulties with integrating CDI and Youbet. If the combined company is unable to retain executives
and other key employees, the roles and responsibilities of such executive officers and employees will need to be filled either by existing or new
officers and employees, which may require the combined company to devote time and resources to identifying, hiring and integrating
replacements for the departed executives that could otherwise be used to integrate the businesses of CDI and Youbet or otherwise pursue
business opportunities.

If the combined company is unable to manage its growth, its business and financial results could suffer.

The combined company s future financial results will depend in part on its ability to profitably manage its core businesses, including any growth
that the combined company may be able to achieve. Over the past several years, each of CDI and Youbet has engaged in the identification of,
and competition for, growth and expansion opportunities. In order to achieve those initiatives, the combined company will need to, among other
things, recruit, train, retain and effectively manage employees and expand its operations and financial control systems. If the combined company
is unable to manage its businesses effectively and profitably, its business and financial results could suffer.

The market price of CDI common stock after the merger may be affected by factors different from those currently affecting the shares of
CDI or Youbet.

Upon completion of the merger, holders of Youbet common stock will become holders of CDI common stock. The businesses of CDI differ
from those of Youbet in important respects and, accordingly, the results of operations of the combined company and the market price of shares
of CDI common stock following the merger may be affected by factors different from those currently affecting the independent results of
operations of CDI and Youbet. For a discussion of the businesses of CDI and Youbet and of certain factors to consider in connection with those
businesses, see the documents incorporated by reference into this proxy statement/prospectus referred to under Additional Information Where
You Can Find Additional Information beginning on page 156 of this proxy statement/prospectus.
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Provisions of the merger agreement may deter alternative business combinations and could negatively impact the stock prices of CDI and
Youbet if the merger agreement is terminated in certain circumstances.

Restrictions in the merger agreement prohibit Youbet from soliciting any acquisition proposal or offer for a merger or business combination with
any other party, including a proposal that might be advantageous to the stockholders of Youbet when compared to the terms and conditions of
the merger with CDI.

In addition, if the merger agreement is terminated, Youbet may be required in specified circumstances to pay a termination fee of approximately
$4.3 million to CDI (and, in certain circumstances, transaction expenses of to $500,000 to CDI), and CDI may be required in specified
circumstances to pay a termination fee of $5 million to Youbet. In the event the merger is terminated by CDI or Youbet in circumstances that
obligate either party to pay the termination fee or termination expenses to the other party, the trading price of CDI s and/or Youbet s stock may
decline.

These provisions may deter third parties from proposing or pursuing alternative business combinations that might result in greater value to
Youbet stockholders than the merger with CDI.

Directors and executive officers of Youbet have interests in the transaction that are different from, or in addition to, the interests of Youbet
stockholders.

Youbet s executive officers and directors have financial interests in the merger that are different from, or in addition to, their interests as Youbet
stockholders. Stock options held by Youbet s executive officers and directors will vest in connection with the merger. In addition, pursuant to the
Youbet retention plan, eligible employees, including executive officers of Youbet, will be entitled to receive a retention payment, 50% of which
will vest on the closing of the merger and the remaining 50% of which will vest on the six-month anniversary of the closing of the merger,
subject to the employee s continued employment with Youbet or its affiliates through the applicable vesting date. As disclosed in the table in the
section titled Interests of Youbet s Directors and Executive Officers in the Merger beginning on page 99 and subject to the assumptions
referenced in the text accompanying that table, Youbet s executive officers and directors collectively may receive up to $7,148,050 as a result of
the merger, which includes (i) an estimated payment of approximately $722,850 of merger consideration for shares of Youbet common stock

that they own, (ii) an estimated payment of approximately $5,970,200 of merger consideration for stock options to purchase Youbet common
stock that they hold and (iii) total retention payments under the Youbet retention plan of approximately $455,000.

Youbet s executive officers and directors will also receive indemnification and liability insurance benefits in connection with the merger and
certain of Youbet s executive officers may be offered employment with CDI, although no agreements have been entered into and no terms,
conditions or understandings have been finalized. Additionally, CDI has agreed to appoint one current director of Youbet designated by Youbet
to the CDI board of directors at the effective time.

CDI and Youbet will incur significant transaction and merger-related integration costs in connection with the merger.

CDI and Youbet expect to incur costs associated with completing the merger and integrating the operations of the two companies. CDI and
Youbet estimate that their transaction costs for the merger will be approximately $4.0 million and $5.0 million, respectively, which include fees
for investment banking, legal, accounting, due diligence, tax, valuation, printing and other various services in connection with the transaction.
The substantial majority of additional non-recurring expenses resulting from the merger will be comprised of non-cash asset impairment losses
and severance costs. Additional unanticipated costs may be incurred in the integration of the businesses of CDI and Youbet. Although CDI and
Youbet expect that the elimination of duplicative costs, as well as the realization of other efficiencies related to the integration of the businesses,
may offset incremental transaction and merger-related costs over time, CDI and Youbet cannot give any assurance that this net benefit will be
achieved in the near term, or at all.
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The combined company may not be able to realize Youbet s deferred income tax assets.

As of September 30, 2009, Youbet had net deferred tax assets of $25.0 million for which a $25.0 million valuation allowance was recorded. The
ultimate realization of the deferred tax assets is dependent on a variety of factors, including taxable income in prior carryback years, future
taxable income, tax planning strategies, potential legislative changes and reversals of existing taxable temporary differences.

Included in Youbet s net deferred tax assets are net operating losses, which we refer to as NOLs, and tax credit carryforwards. The ability to
utilize these NOLs and tax credit carryforwards to offset further taxable income would be limited following an ownership change of Youbet
within the meaning of Section 382 of the Code, which we refer to as a Section 382 ownership change.

In general, a Section 382 ownership change occurs whenever the percentage of the stock of a corporation owned by 5-percent shareholders
(within the meaning of Section 382 of the Code) increases by more than 50 percentage points over the lowest percentage of the stock of the
corporation owned by such 5-percent shareholders at any time over a specified period, generally three years. If a Section 382 ownership change
occurs, the corporation s ability to utilize NOLs and other tax benefits is subject to an annual limitation.

As a result of the merger, Youbet will experience a Section 382 ownership change within the meaning of Section 382 of the Code. As a
consequence, in any taxable year ending after the date of the merger, the amount of taxable income that can be offset by Youbet s existing NOLs
will be subject to an annual limitation under Section 382 of the Code equal to the fair market value of Youbet s stock immediately before the
merger multiplied by the long-term tax-exempt rate in effect at the time of the merger (as published monthly by the Internal Revenue Service,
4.14% for February 2010), adjusted to reflect any unused limitation for prior years and certain recognized built-in gains for the year, as
determined under the Code. Under Section 383 of the Code, the amount of tax liability in any such year that can be reduced by Youbet s existing
tax credit carryforwards will also be limited.

Failure to complete the merger could negatively impact the stock price and the future business and financial results of Youbet.

If the merger is not completed, the ongoing businesses of Youbet may be adversely affected and, without realizing any of the benefits of having
completed the merger, Youbet will be subject to a number of risks, including the following:

Youbet may be required to pay CDI a termination fee of approximately $4.3 million if the merger is terminated
under certain circumstances (and in certain circumstances, Youbet would be obligated to reimburse CDI up to
$500,000 of actual expenses incurred in connection with the merger), as described in the merger agreement and
summarized in this proxy statement/prospectus;

Youbet will be required to pay certain costs relating to the merger, whether or not the merger is completed;

under the merger agreement, Youbet is subject to certain restrictions on the conduct of its business prior to completing the merger
which may affect its ability to execute certain of its business strategies; and

matters relating to the merger (including integration planning) may require substantial commitments of time and resources by Youbet
management, which could otherwise have been devoted to other opportunities that may have been beneficial to Youbet as an
independent company.
Several lawsuits have been filed against Youbet, the members of the Youbet board of directors, CDI and certain subsidiaries of CDI
challenging the merger, and an adverse judgment in such lawsuits may prevent the merger from becoming effective or from becoming
effective within the expected timeframe.

Youbet, the members of the Youbet board of directors, CDI and, in certain instances, two CDI subsidiaries, Merger Sub and Merger LLC, are
named as defendants in purported class action lawsuits brought by Youbet
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stockholders challenging the proposed merger, seeking, among other things, to enjoin the defendants from completing the merger on the
agreed-upon terms. If the plaintiffs are successful in obtaining an injunction prohibiting the parties from completing the merger on the
agreed-upon terms, the injunction may prevent the completion of the merger in the expected timeframe (or altogether). See The

Merger Litigation beginning on page 93 of this proxy statement/prospectus for more information about the class action lawsuits related to the
merger that have been filed.

Risks Relating to CDI

In addition to risks and uncertainties in the ordinary course of business that are common to all businesses, important factors that are specific to
CDI s industry and company could materially impact CDI s future performance and results. The factors described below are significant risks that
could materially impact CDI s business, financial condition and results of operations.

General economic trends are unfavorable.

The recent disruption in the global credit markets, the re-pricing of credit risk and the deterioration of the financial and real estate markets
generally have all contributed to a reduction in consumer spending and a contraction in global economic growth. Although initially impacting

the housing, financial and insurance sectors, this deterioration further expanded into a significant recession affecting the general economy.
Although there is a growing confidence that the global economies have resumed growth, there remains risk that the recovery will be short-lived,
such recovery may not include the industries or markets in which CDI conducts our businesses, or the downturn may resume. There is a strong
likelihood that the recent significant economic downturn has had, and for the foreseeable future will continue to have, a negative impact on CDI s
financial performance. The recent, severe economic downturn and adverse conditions in local, regional, national and global markets has
negatively impacted CDI s operations and will likely continue to do so in the near future. During periods of economic contraction like that
currently being experienced, certain costs remain fixed or even increase, while revenues decline.

Economic trends specific to the horseracing industry are unfavorable.

Horseracing and related activities, as well as the gaming services we provide, are similar to other leisure activities in that they represent
discretionary expenditures likely to decline during economic downturns. In some cases, even the perception of an impending economic
downturn or the continuation of a recessionary climate can be enough to discourage consumers from spending on leisure activities. For example,
one major horseracing company, Magna Entertainment Corp., which we refer to as MEC, filed for bankruptcy in the United States Bankruptcy
Court for the District of Delaware on March 5, 2009. MEC owns several racetracks, including, among others, Santa Anita, Gulfstream Park,
Lone Star Park, Laurel and Pimlico. It also owns Xpressbet, an ADW business. As such, it provides racing signals for wagering at CDI s
racetracks and through TwinSpires.com for import simulcast purposes and markets for export simulcast purposes. In addition, it is the co-owner
with CDI of TrackNet and HRTV. MEC also owns AmTote International, Inc., a totalizator company that provides totalizator services to
Arlington Park, Calder, Fair Grounds and TwinSpires. CDI cannot predict at this time what the effect will be of such bankruptcy on CDI s
business, financial condition or results of operations. However, as of the date of the filing of this proxy statement/prospectus, all amounts due to
CDI from MEC related to activity prior to the date MEC filed for bankruptcy have been collected in full. CDI will continue to closely monitor
the bankruptcy proceedings for potential development opportunities and the bankruptcy s potential impact on CDI s business, financial condition
or results of operations.

CDI faces significant competition.

CDI operates in a highly competitive industry with a large number of participants, some of which have financial and other resources that are
greater than those of CDI. The industry faces competition from a variety of sources for discretionary consumer spending including spectator
sports and other entertainment and gaming
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options. Competitive gaming activities include traditional and Native American casinos, video lottery terminals, state-sponsored lotteries and
other forms of legalized gaming in the U.S. and other jurisdictions. CDI does not enjoy the same access to the gaming public or possess the
advertising resources that are available to state-sponsored lotteries as well as some of CDI s other non-racetrack competitors, which may
adversely affect CDI s ability to compete effectively with them. Additionally, web-based interactive gaming and wagering is growing rapidly and
affecting competition in CDI s industry. CDI anticipates that competition will continue to grow in the web-based interactive gaming and
wagering channels because of ease of entry.

Legalized gaming is currently permitted in various forms in many U.S. states and Canada. Other jurisdictions could legalize gaming in the

future, and established gaming jurisdictions could award additional gaming licenses or permit the expansion of existing gaming operations. If
additional gaming opportunities become available near CDI s racing operations, such gaming opportunities could have a material, adverse impact
on CDI s business, financial condition, and results of operations.

All of CDI s racetracks face competition in the simulcast market. Approximately 50,000 horse races are conducted annually in the U.S. Of these
races, CDI hosts approximately 4,100 races each year, or around eight percent of the total. As a content provider, CDI competes for wagering
dollars in the simulcast market with other racetracks conducting races at or near the same times as CDI s races. As a racetrack operator, CDI also
competes with other racetracks running live meets at or near the same time as CDI s races for horses. In recent years, this competition has
increased as more states legalize gaming allowing slot machines at racetracks with mandatory purse contributions. Over 85 percent of
pari-mutuel handle (handle is the total amount of money wagered) is bet at off-track locations, either at other racetracks, OTBs, casinos, or via
the internet. As a content distributor, CDI competes for these dollars to be wagered at CDI s racetracks, OTBs and via CDI s ADW business.

Calder, CDI s thoroughbred racetrack in Miami, Florida faces direct competition from another thoroughbred racetrack in Miami, Florida. The
two racetracks are located approximately 6.5 miles apart. Under Florida law, racetracks are permitted to race throughout the year, subject to an
annual notification filed with the state of Florida on March 31 of each year. As a result, Calder and the other racetrack, respectively, may
independently elect to host live races on the same days. CDI believes that hosting live races on the same days could materially and adversely
impact CDI s business, financial condition and results of operations.

Web-based businesses may offer consumers a wide variety of events to wager on, including other racetracks and other sporting events. Unlike
most on-line and web-based gaming companies, CDI s racetracks require significant and ongoing capital expenditures for both their continued
operations and expansion. CDI could also face significantly greater costs in operating CDI s business compared to these gaming companies. CDI
cannot offer the same number of gaming options as on-line and Internet-based gaming companies, and CDI may face significantly greater costs
in operating its business. Many on-line and web-based gaming companies are based off-shore and avoid regulation under U.S. state and federal
laws. These companies may divert wagering dollars from pari-mutuel wagering venues, such as CDI s racetracks. CDI s inability to compete
successfully with these competitors could have a material, adverse impact on CDI s business, financial condition, and results of operations.

The ADW business is sensitive to changes and improvements to technology and new products. CDI s ability to develop, implement and react to
new technology and products for CDI s ADW business is a key factor in its ability to compete with other ADW businesses. In addition, CDI
believes that new competitors may enter the ADW business with relative ease because of the low cost of entry. As a result, CDI anticipates
increased competition in its ADW business. It is difficult to predict the impact of increased competition on CDI s ADW business.

The popularity of horse racing is declining.

There has been a general decline in the number of people attending and wagering on live horse races at North American racetracks due to a
number of factors, including increased competition from other wagering and entertainment alternatives as discussed above and unwillingness of
customers to travel a significant distance to

35

Table of Contents 58



Edgar Filing: CHURCHILL DOWNS INC - Form S-4/A

Table of Conten

racetracks. According to The Jockey Club, pari-mutuel handle in the U.S. was down 7.3% between 2008 and 2007. According to Equibase,
pari-mutuel handle in the U.S. was down 9.28% in 2009 compared to 2008. In addition, racetracks and other outlets may be unable to pay
amounts owed to CDI as a result of business difficulties. CDI s business plan anticipates CDI attracting new customers to its racetracks, OTBs
and ADW operations. A continued decrease in attendance at live events and in on-track wagering could materially, adversely impact CDI s
business, financial condition, and results of operations.

CDI faces extensive regulation from various authorities.

The operation of pari-mutuel wagering and gaming facilities is subject to extensive state and local regulation. CDI depends on continued state
approval of legalized gaming in states where it operates. CDI s wagering and racing facilities must meet the licensing requirements of various
regulatory authorities, including authorities in Kentucky, Illinois, Louisiana and Florida. CDI s ADW business must meet the licensing
requirements of the ORC as well as those of certain states in which it operates. To date, CDI has obtained all governmental licenses,

registrations, permits and approvals necessary for the operation of CDI s racetracks and gaming facilities. However, CDI may be unable to
maintain its existing licenses. The failure to attain, loss of or material change in CDI s licenses, registrations, permits or approvals may materially
limit the number of races CDI conducts as well as CDI s ability to operate slot machines, and/or video poker devices, and could have a material,
adverse impact on CDI s business, financial condition and results of operations. The high degree of regulation in the gaming industry is a
significant obstacle to CDI s growth strategy. CDI s expansion into ADW operations will likely require, in some cases, amendments to current
laws governing such activities.

Changes in legislation and regulation of CDI s operations could affect CDI s Racing business.

In Illinois, the IRB has the authority to designate racetracks as host track for the purpose of receiving host track revenues generated during
periods when no racetrack is conducting live races. Racetracks that are designated as host track obtain and distribute out of state simulcast
signals for the State of Illinois. Under Illinois law, the host track is entitled to a larger portion of commissions on the related pari-mutuel
wagering. Failure to designate Arlington Park as host track during this period could have a material, adverse impact on CDI s business, financial
condition and results of operations. In addition, Arlington Park is statutorily entitled to recapture as revenues monies that are otherwise payable

to Arlington Park s purse account. The right to recapture these revenues is subject to change every legislative session. Additionally, on January

26, 2010, the Illinois Racing Board approved the initiation of rule making to limit the interstate host fee charged to an Illinois-licensed ADW
business to no more than 5%.

These statutory or regulatory established revenue sources are subject to change every legislative session. The reduction or elimination of any one
of them could have a material, adverse impact on CDI s business, financial condition and results of operations. In addition, certain revenue
sources are dedicated by legislation or regulation and may be subject to change. State legislators may also decide to legislate the amounts of
certain sources of revenue. For example, certain states mandate a fixed source market fee or require a negotiated source market fee as a
condition to obtain a license. The Virginia legislature recently mandated that 11.5% of all wagers from Virginia residents be paid to various
interests in Virginia. While the legality of such statutes are questionable and may be challenged, legislative and regulatory changes to sources of
revenue could have a material, adverse impact in CDI s business, financial condition and results of operations.

The Kentucky Horse Racing Commission, which we refer to as the KHRC, is considering adoption of a rule that would require Kentucky
racetracks, including Churchill Downs Racetrack, to cease accepting wagers when the horses are beginning to be loaded into the start gate
(commonly referred to as  zero minutes to post ). Current practice is to cease accepting wagers at the actual start of the race (commonly referred
to as when the horses break from the starting gate ). This change, if adopted by the KHRC, would reduce the time available to wager on each
race, and could result in reduced handle, including for live wagering at Churchill Downs Racetrack s races and through OTBs that accept wagers
on races at Churchill Downs Racetrack. CDI cannot predict whether the KHRC will adopt this rule, or whether the adoption of this rule will have
an effect on the handle for races at Churchill Downs Racetrack.
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CDI s gaming operations exist at the discretion of the states where CDI conducts business. Certain aspects of CDI s gaming operations are also
subject to federal statutes or regulations. All of CDI s pari-mutuel wagering operations are contingent upon continued governmental approval of
those operations as forms of legalized gaming. Legislation to limit or prohibit gaming (pari-mutuel or non-pari-mutuel) may be introduced in the
future. Any restriction on or prohibition of gaming operations could have a material, adverse impact on CDI s business, financial condition and
results of operations. In addition, any expansion of CDI s gaming operations into gaming, such as slot machines, video lottery terminals and other
forms of non-pari-mutuel gaming, will likely require various additional licenses, registrations, permits and approvals. CDI has and continues to
seek legal authority to offer gaming at its racetracks where gaming is not currently permitted.

The approval process can be time-consuming and costly, and there is no assurance of success. In addition, the passage of legislation permitting
gaming at racetracks can be a long and uncertain process. As a result, there can be no assurance that (i) jurisdictions in which CDI owns or
operates racetracks will pass legislation permitting gaming, (ii) if jurisdictions pass such legislation, it will be permitted at CDI s racetracks, and
(iii) if gaming is permitted at CDI s racetracks, it will be on economically viable terms. If gaming legislation is enacted in any jurisdiction where
CDI owns or operates a racetrack and CDI proceeds to conduct gaming, there may be significant costs and other resources to be expended, and
there will be significant risks involved, including the risk of changes in the enabling legislation (such as a decision to prohibit, delay or remove
gaming rights at racetracks by legislation, regulatory act of the citizens, or other act) that could have a material, adverse impact on CDI s
business, financial condition and results of operations. CDI currently operates video poker devices and slot machines in Louisiana, and CDI is
constructing a facility to operate slot machines adjacent to Calder in Miami Gardens, Florida.

Some jurisdictions view gaming operations as an attractive revenue source, and therefore companies with operations such as CDI s are
particularly vulnerable to additional or increased taxes and fees.

CDI believes that the prospect of raising significant additional revenue through taxes and fees is one of the primary reasons that certain
jurisdictions permit legalized gaming. As a result, gaming companies are typically subject to significant taxes and fees in addition to the normal
federal, state, provincial and local income taxes, and such taxes and fees may be increased at any time. From time to time, legislators and
officials have proposed changes in tax laws, or in the administration of such laws, affecting the gaming industry. For instance, U.S. legislators
have proposed the imposition of a U.S. federal tax on gross gaming revenues. It is not possible to determine with certainty the likelihood of any
such changes in tax laws or their administration; however, if enacted, such changes could have a material adverse effect on CDI s business.

The U.S. Federal Government s response to a recent ruling by the World Trade Organization on the U.S. s Internet gambling policy could
adversely affect CDI s financial performance.

In the spring of 2005, the World Trade Organization Appellate Body ruled that a claim from the island country of Antigua regarding

U.S. Federal policy on international gambling may have merit due to an apparent inconsistency in how the U.S. treats interstate pari-mutuel
wagers under the Interstate Horseracing Act of 1978, which we refer to as the IHA, and all other sports wagers, both on an interstate and
international basis. The WTO Appellate Body ruled that the IHA raised questions regarding whether the U.S. has taken a consistently negative
position regarding Internet wagering across state and international boundaries. As a part of its ruling, the WTO Appellate Body ordered the
U.S. to clarify its position on interstate pari-mutuel wagering on or before April 3, 2006. The Federal government elected to file no response,
preferring to rely, instead on its historical position that interstate account wagering violates the U.S. Federal Wire Act. The U.S. has
subsequently pursued eliminating gambling from the list of permitted services that are among the permitted services contained in the treaty that
was the subject of Antigua s complaint to the World Trade Organization. However, there are no assurances that such approach will ultimately
result in establishing a consensus. If a consensus is not established, or if Congress prohibits or restricts substantially the conduct of interstate
wagering or ADW wagering, the extent to which
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Federal authorities successfully prosecute account wagering operators based in the United States or that take wagers from United States residents
could have a material adverse effect on our revenues, business, financial condition, operating results and financial performance. Alternatively, if,
as a result of the U.S. s position, offshore wagering is permitted into the United States, that also could have a material adverse effect on our
revenues and financial performance by increasing the competition CDI faces from offshore ADW companies.

Any future expansion of CDI s ADW operations may require us to obtain additional governmental approvals or, in some cases, amendments
to current laws governing such activities.

During 2007, CDI launched TwinSpires, an ADW business that accepts advance deposit wagers from customers of certain states who set up and
fund an account from which they may place wagers via telephone, mobile device or through the internet at www.twinspires.com. The ADW
business is heavily regulated, and laws governing advance deposit wagering vary from state to state. CDI may accept advance deposit wagers
from residents of states where the law does not expressly address advance deposit wagering. Some states have expressly authorized advance
deposit wagering by their own residents, some states have expressly prohibited pari-mutuel wagering and/or advance deposit wagering and other
states have expressly authorized pari-mutuel wagering but have neither expressly authorized nor expressly prohibited their residents from
placing wagers through advance deposit wagering hubs located in different states. CDI believes that an ADW business may open accounts on
behalf of and accept wagering instructions from residents of states where pari-mutuel wagering is legal and where providing wagering
instructions to ADW businesses in other states is not expressly prohibited by statute, regulations, or other governmental restrictions. However,
state attorneys general, regulators, and other law enforcement officials may interpret state gaming laws, federal statutes, constitutional principles,
and doctrines, and the related regulations in a different manner than CDI does. In the past, certain state attorneys general and other law
enforcement officials have expressed concern over the legality of interstate advance deposit wagering. In December 2000, legislation was
enacted in the United States that amends the IHA. CDI believes that this amendment clarifies that inter-track simulcast wagering, off-track
betting and advance deposit wagering, as currently conducted by the U.S. horse racing industry, are authorized under U.S. federal law. The
amendment may not be interpreted in this manner by all concerned, however, and there may be challenges to these activities by both state and
federal law enforcement authorities, which could have a material, adverse impact on CDI s business, financial condition and results of operations,
including the licenses CDI holds to conduct horse racing and pari-mutuel wagering in the United States.

CDI s expansion opportunities with respect to advance deposit wagering may be limited unless more states amend their laws or regulations to
permit advance deposit wagering. Conversely, if states take affirmative action to make advance deposit wagering expressly unlawful, this could
have a material, adverse impact on CDI s business, financial condition and results of operations. In addition, the regulatory and legislative
processes can be lengthy, costly and uncertain. CDI may not be successful in lobbying state legislatures or regulatory bodies to obtain or renew
required legislation, licenses, registrations, permits and approvals necessary to facilitate the operation or expansion of CDI s ADW business.

From time to time, the United States Congress has considered legislation that would either inhibit or restrict Internet gambling in general or
inhibit or restrict the use of certain financial instruments, including credit cards, to provide funds for advance deposit wagering.

On October 13, 2006, President Bush signed into law the Unlawful Internet Gambling Enforcement Act, which we refer to as the UIGEA. The
UIGEA prohibits those involved in the business of betting or wagering from knowingly accepting any financial instrument, electronic or
otherwise, for deposit that is intended to be utilized for unlawful Internet gambling. The UIGEA also required the Department of Treasury and
the Federal Reserve Board to develop a joint rule that would require U.S. financial firms participating in designated payment systems to
establish policies and procedures reasonably designed to prevent payments being made to gambling businesses in connection with unlawful
internet gambling.
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On November 12, 2008, the Department of Treasury and the Federal Reserve Board issued final rules and regulations to implement the UIGEA
which required compliance by December 1, 2009, and which we refer to as the UIGEA rule. Unfortunately, these rules and regulations did not
prevent financial firms from blocking all internet gambling transactions even if such activity was legal and, in fact, at least one financial
institution issued a policy that blocked all internet gambling transactions. On November 28, 2009, the effective date of such rules and regulations
were delayed until June 1, 2010. Representatives on behalf of CDI and the horse racing industry are working to distinguish the ADW segment
and the [HA from unlawful internet gambling, however, the UIGEA could have a material, adverse impact on CDI s businesses.

Furthermore, many states have considered and are considering interactive and Internet gaming legislation and regulations, which may inhibit
CDI s ability to do business in such states, and anti-gaming conclusions and recommendations of other governmental or quasi-governmental
bodies could form the basis for new laws, regulations, and enforcement policies that could have a material, adverse impact on CDI s business,
financial condition and results of operations. The extensive regulation by both state and federal authorities of gaming activities also can be
significantly affected by changes in the political climate and changes in economic and regulatory policies. Such effects could be materially
adverse to the success of CDI s advance deposit wagering operation.

If credit card companies, banks or third party processing companies, as a policy, refuse to process account wagering transactions as a result
of perceived legal uncertainty surrounding online live event wagering, CDI s business and results of operations could be adversely affected.

Credit card companies, banks and third party processing companies may in the future become hesitant to process deposits, fees and online
transactions by CDI s customers as a result of perceived legal uncertainty, including perceived uncertainty under the UIGEA and the UIGEA
rule, which prohibit the acceptance of credit cards, electronic funds transfers, checks, or the proceeds of other financial transactions by persons
engaged in unlawful betting or wagering businesses, even though the UIGEA contains a specific exemption for activities that are permitted
under the IHA. The refusal by credit card companies, banks and third party processing companies to process such transactions would limit the
methods of payment available to CDI s subscribers, reducing the convenience of CDI s services, and may make competitive services more
attractive. This may adversely affect CDI s business.

Compliance with new requirements mandated by regulators can represent a significant cost and, in the event those requirements must be met
quickly, could lead to operational difficulties.

From time to time, CDI is required to make changes to its facilities, business practices and operations by legal or regulatory changes or by
mandate of regulators. Compliance with these changes can represent a significant cost to CDI and, in the event that these changes must be
implemented quickly, could lead to difficulties or interruptions in CDI s operations, which could have an adverse effect on CDI s businesses.

CDI may experience resistance to certain of its business strategies.

CDI has entered into a reciprocal content swap agreement with MEC to exchange CDI s respective horseracing signals with each other. MEC and
CDI have also formed a venture, TrackNet, which serves as agent to MEC and CDI to sell CDI s wagering and video rights to third parties,
including racetracks, OTBs, casinos and other ADW providers. TrackNet also acts as agent to MEC and CDI to purchase horseracing wagering

and video rights from third parties to make available through CDI s respective outlets including CDI s ADW platform. Other industry participants
may not agree to sell and decline to purchase CDI s wagering and video rights from the venture and/or to sell their wagering and video rights to
CDI through the venture. This resistance may reduce the distribution of CDI s wagering and video rights and/or CDI s ability to purchase
wagering and video rights for CDI s outlets, including CDI s ADW platform, potentially having a material, adverse impact on CDI s business,
financial condition and results of operations. In addition, in the event that TVG, a major competitor of TwinSpires.com, is able to sign other
horseracing wagering and video rights owners to exclusive

39

Table of Contents 62



Edgar Filing: CHURCHILL DOWNS INC - Form S-4/A

Table of Conten

agreements as has been its past business practices, those wagering and video rights owners will not be able to make available their wagering and
video rights to TwinSpires.com through TrackNet, which could, in turn, negatively impact CDI s ability to retain and attract customers. TVG was
recently acquired by Betfair Group, Ltd., an e-gaming betting platform based in Great Britain, which we refer to as Betfair. The effect of this
acquisition on CDI s business is not known at this time.

CDI also owns a fifty percent interest in a venture that owns and operates a horseracing television channel, HRTV. HRTV serves as CDI s
primary distribution channel to homes that rely on certain cable or satellite services for television delivery of horse races. This investment has
historically generated operating losses, and CDI expects that to continue. In addition, HRTV may be unable to negotiate new distribution
agreements with cable companies and/or satellite companies, resulting in a reduction in distribution. In addition, CDI s customers may not
subscribe to the services needed to access CDI s horse races or may be confused about where to view CDI s horse races. Any of these risks could
have a material, adverse impact on CDI s business, financial condition and results of operations.

CDI may not be able to attract quality horses and trainers.

To provide high quality horse racing, CDI must attract the country s top horses and trainers. CDI s success in attracting the top horses and trainers
largely depends on the overall horse population available for racing and CDI s ability to offer and fund competitive purses. Various factors have
led to declines in the horse population in certain areas of the country, including competition from racetracks in other areas, increased costs and
changing economic returns for owners and breeders, and the spread of various debilitating and contagious equine diseases such as the neurologic
form of Equine Herpes Virus I and Strangles, which is caused by the organism streptococcus equine. If any of CDI s racetracks is faced with a
sustained outbreak of a contagious equine disease, or if CDI is unable to attract horse owners to stable and race their horses at CDI s racetracks

by offering a competitive environment, including improved facilities, well-maintained racetracks, better conditions for backstretch personnel
involved in the care and training of horses stabled at CDI s racetracks and a competitive purse structure, CDI s profitability could decrease. CDI
also faces increased competition for horses and trainers from racetracks that are licensed to operate slot machines and other electronic gaming
machines that provide these racetracks an advantage in generating new additional revenues for race purses and capital improvements.

Any decline in the number of suitable race horses could make it more difficult for CDI to attract top horses and trainers. This, in turn, could
force CDI to decrease the size of CDI s purses or other benefits CDI offers, to conduct fewer races or to accept horses of a lower quality.

CDI experiences significant seasonal fluctuations in operating results.

CDI experiences significant fluctuations in quarterly and annual operating results due to seasonality and other factors. CDI has a limited number
of live racing days at its racetracks, and the number of live racing days varies from year to year. The number of live racing days CDI can offer
directly affects its results of operations. A significant decrease in the number of live racing days and/or live races could have a material, adverse
impact on CDI s business, financial condition and results of operations. CDI s live racing schedule dictates that CDI earn a substantial portion of
CDI s net earnings in the second quarter of each year when the Kentucky Derby and the Kentucky Oaks races are run during the first weekend in
May. Business interruption, such as weather conditions, could affect CDI s ability to conduct CDI s most popular races. Any adverse impact on
CDI s races, including the Kentucky Derby, the Kentucky Oaks and key races at CDI s other racetracks could have a material, adverse impact on
CDI s business, financial condition and results of operations.

CDI s business depends on providers of Totalizator services.

In purchasing and selling CDI s pari-mutuel wagering products, CDI s customers depend on information provided by United Tote Company,
which we refer to as United Tote, and AmTote International, Inc, which we refer to as AmTote. These totalizator companies provide the
computer systems that accumulate wagers, record
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sales, calculate payoffs and display wagering data in a secure manner. There are only three major vendors that provide this service in North
America. The loss of any one of these vendors as a provider of this critical service would decrease competition and could result in an increase in
the cost to obtain these services. Because of the highly specialized nature of these services, replicating these totalizator services would be
expensive and could result in a disruption of service. One vendor, AmTote, is owned by MEC. AmTote provides totalizator services to Arlington
Park, Calder, Fair Grounds and TwinSpires. MEC has filed bankruptcy and announced that it intends to sell AmTote as part of its disposition of
certain assets.

In addition, CDI relies upon the totalizator companies computer systems to ensure the integrity of CDI s wagering process. A perceived lack of
integrity in the wagering systems could result in a decline in bettor confidence and could lead to a decline in the amount wagered on horse
racing. The failure of totalizator companies to keep their technology current could limit CDI s ability to serve patrons effectively or develop new
forms of wagering and/or affect the security of the wagering process, thus affecting patron confidence in CDI s product.

Inclement weather and other conditions may affect CDI s ability to conduct live racing.

Since horseracing, festivals and certain other entertainment events are conducted outdoors, unfavorable weather conditions, including extremely
high and low temperatures, storms, tornadoes and hurricanes, could cause events to be cancelled and/or wagering to suffer. CDI s operations are
subject to reduced patronage, disruptions or complete cessation of operations due to severe weather conditions, natural disasters and other
casualties. If a business interruption were to occur and continue for a significant length of time, at any of CDI s racetracks, it could materially,
and adversely affect CDI s business, financial condition and results of operations.

CDI may not be able to complete acquisition or expansion projects on time, on budget or as planned.

CDI expects to pursue expansion and acquisition opportunities, and CDI regularly evaluates opportunities for development, including
acquisitions or other strategic corporate transactions which may expand CDI s business operations.

CDI could face challenges in identifying development projects that fit its strategic objectives, identifying potential acquisition candidates and/or
development partners, negotiating projects on acceptable terms, and managing and integrating the acquisition or development projects. The
integration of new operations and any other properties CDI may acquire or develop will require the dedication of management resources that
may temporarily divert attention from CDI s day-to-day business. The process of integrating new projects or acquired businesses may also
interrupt the activities of those businesses or CDI s pre-existing businesses, which could have a material, adverse impact on CDI s business,
financial condition and results of operations. CDI cannot assure that any new projects or acquired businesses will be completed or integrated
successfully.

Management of new properties or business operations, especially in new geographic areas, may require that CDI increase CDI s managerial
resources. CDI cannot assure that it will be able to manage the combined operations effectively or realize any of the anticipated benefits of CDI s
acquisitions or developments.

CDI depends on agreements with its horsemen.

The IHA, as well as various state racing laws, require that CDI have written agreements with the horsemen at CDI s racetracks in order to
simulcast races, and, in some cases, conduct live racing. Certain industry groups negotiate these agreements on behalf of the horsemen, which
we refer to as the horsemen s groups. These agreements provide that CDI must receive the consent of the horsemen s groups at the racetrack
conducting live races before CDI may allow third parties to accept wagers on those races. In addition, the agreements between other racetracks
and their horsemen s groups typically provide that those racetracks must receive consent from the horsemen s groups before CDI can accept
wagers on their races. Further, the IHA and various state laws
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require that CDI have written agreements with horsemen s groups at CDI s racetracks in order to simulcast races on an export basis. If CDI fails
to maintain these agreements, then CDI may not be permitted to simulcast races on an export basis. In addition, CDI s simulcasting agreements
are generally subject to the consent of these horsemen s groups. Failure to receive the consent of these horsemen s groups for new and renewing
simulcast agreements could materially and adversely impact CDI s business, financial condition and results of operations.

CDI also has written agreements with the horsemen s groups with regards to the proceeds of gaming machines in Louisiana and Florida. Florida
law requires Calder to have an agreement with the Florida Horsemen s Benevolent and Protective Association, Inc., which we refer to as the
FHBPA, governing the contribution of a portion of revenues from slot machine gaming to purses on live thoroughbred races conducted at Calder
and an agreement with the Florida Thoroughbred Breeders and Owners Association, which we refer to as the FTBOA, governing the
contribution of a portion of revenues from slot machines gaming to breeders , stallion, and special racing awards on live thoroughbred races
conducted at Calder before Calder can receive a license to conduct slot machine gaming. CDI has entered into the Calder Slots Agreement with
the FHBPA and reached an agreement with the FTBOA for the sharing of slot revenue at Calder.

It is not certain that CDI will be able to maintain agreements with, or to obtain required consent from, CDI s horsemen s groups. CDI and the
applicable horsemen s groups at Fair Grounds, Calder and Arlington Park are in the process of negotiating formal agreements to replace the
agreements that expired on November 5, 2009, January 2, 2010, and September 27, 2009, respectively, but are currently operating without

formal agreements in place. The failure to maintain or enter into agreements with, or obtain consents from, CDI s horsemen on satisfactory terms

or the refusal by a Horsemen s Group to consent to third parties accepting wagers on CDI s races or CDI s accepting wagers on third parties races
could have a material, adverse impact on CDI s business, financial condition and results of operations.

CDI depends on agreements with other constituents in the industry.

Various state laws require that an ADW business, like TwinSpires, must have an agreement in place with a racetrack located in a state before it
can accept wagers from residents of that state. For example, California law requires that an ADW business must have an agreement with a
racetrack and/or horsemen in California as a condition to accepting wagers from residents of California. There is no assurance that CDI will be
able to enter into agreements on acceptable terms in those states where such agreements are required. Failure to enter into such agreements could
preclude TwinSpires from accepting wagers from residents of those states, and could have a material, adverse impact on CDI s business,
financial condition and results of operations.

CDI depends on key personnel.

CDI s future success will depend largely on the skills, efforts and motivation of Robert L. Evans, CDI s President and Chief Executive Officer,
and CDI s other executive officers and key personnel, on whom CDI is highly dependent. CDI s inability to retain key personnel could have a
material, adverse impact on CDI s business, financial condition and results of operations.

CDI may not be able to adequately insure its properties.

CDI s property insurance coverage is predicated on the ability to obtain adequate and affordable coverage for all of CDI s properties. The property
insurance market and its pricing models are impacted by their global claims experience which may impact the pricing CDI obtains on its

property coverage. The significant damage and resulting insurance claims in 2005 caused by (i) Hurricane Katrina to the New Orleans,

Louisiana area and CDI s Fair Grounds facility and OTBs; and (ii) Hurricane Wilma to South Florida and CDI s Calder facility are significant
factors in the increased costs of obtaining property coverage for CDI s facilities and significantly impacted CDI s ability to obtain and maintain
adequate property coverage at its facilities. CDI s inability to obtain and maintain adequate property coverage at reasonable prices could have a
material, adverse impact on CDI s business, financial condition and results of operations.
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CDI s ownership and development of real estate is subject to risks and may involve significant ongoing expenditures or losses that could
adversely affect its operating results.

All real estate investments are subject to risks including: general economic conditions, such as the availability and cost of financing; local real
estate conditions, such as an oversupply of residential, office, retail or warehousing space, or a reduction in demand for real estate in the area;
governmental regulation, including taxation of property and environmental legislation; and the attractiveness of properties to potential
purchasers or tenants. The real estate industry is also capital intensive and sensitive to interest rates. Further, significant expenditures, including
property taxes, mortgage payments, maintenance costs, insurance costs and related charges, must be made throughout the period of ownership of
real property, which expenditures may negatively impact CDI s operating results.

CDI may be held responsible for contamination caused by hazardous materials, even if CDI did not cause the contamination.

CDI s business is subject to a variety of federal, state and local governmental laws and regulations relating to the use, storage, discharge,
emission and disposal of hazardous materials. In addition, environmental laws and regulations could hold CDI responsible for the cost of
cleaning up hazardous materials contaminating real property that CDI owns or operates (or previously owned or operated) or properties at which
CDI has disposed of hazardous materials, even if CDI did not cause the contamination. If CDI fails to comply with environmental laws or if
contamination is discovered, a court or government agency could impose severe penalties or restrictions on CDI s operations or assess CDI with
the costs of taking remedial actions.

CDI may experience difficulty in integrating recent or future acquisitions into its operations.

CDI may pursue acquisitions from time to time in the future. The successful integration of newly acquired businesses into CDI s operations will
require the expenditure of substantial managerial, operating, financial and other resources and may also lead to a diversion of CDI s attention
from CDI s ongoing business concerns. CDI may not be able to successfully integrate these businesses or realize projected revenue gains, cost
savings and synergies in connection with those acquisitions on the timetable contemplated, if at all. Furthermore, the costs of integrating
businesses CDI acquires could significantly impact CDI s short-term operating results. These costs could include:

restructuring charges associated with the acquisitions;

non-recurring acquisition costs, including accounting and legal fees, investment banking fees and recognition of transaction-related
costs or liabilities; and

costs of imposing financial and management controls (such as compliance with Section 404 of the Sarbanes-Oxley Act of 2002) and
operating, administrative and information systems.
Although CDI performs financial, operational and legal diligence on the businesses CDI purchases, in light of the circumstances of each
transaction, an unavoidable level of risk remains regarding the actual condition of these businesses and CDI s ability to continue to operate them
successfully and integrate them into CDI s existing operations. In any acquisition CDI makes, CDI faces risks which include:

the risk that the acquired business may not further CDI s business strategy or that CDI paid more than the business was worth;

the potential adverse impact on CDI s relationships with partner companies or third-party providers of technology or products;

the possibility that CDI has acquired substantial undisclosed liabilities;
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the risks of acquiring businesses and/or entering markets in which CDI have limited or no prior experience;

the potential loss of key employees or customers;

the possibility that CDI may be unable to recruit additional managers with the necessary skills to supplement the management of the
acquired businesses; and

changes to legal and regulatory guidelines, which may negatively affect acquisitions.
If CDI is unsuccessful in overcoming these risks, CDI s business, financial condition or results of operations could be adversely affected.

Any infringement by CDI on intellectual property rights of others could adversely affect CDI s business, financial condition and results of
operations or result in litigation

In the course of CDI s business, CDI becomes aware of potentially relevant patents or other intellectual property rights held by other parties.
Many of CDI s competitors as well as other companies and individuals have obtained, and may be expected to obtain in the future, patents or
other intellectual property rights that concern products or services related to the types of products and services CDI currently offers or may plan
to offer in the future. CDI evaluates the validity and applicability of these intellectual property rights and determines in each case whether CDI
must negotiate licenses to incorporate or use the proprietary technologies in CDI s products. Claims of intellectual property infringement may
also require CDI to enter into costly royalty or license agreements. However, CDI may not be able to obtain royalty or license agreements on
terms acceptable to CDI or at all. CDI also may be subject to significant damages or injunctions against the development and sale of CDI s
products and services.

CDI s results may be affected by the outcome of litigation within CDI s industry and the protection and validity of CDI s intellectual property
rights. For example, on May 17, 2007, ODS Technologies, L.P., d/b/a TVG Network filed a patent infringement lawsuit related to account
wagering platforms against MEC and Xpressbet, Inc. Any litigation regarding patents or other intellectual property could be costly and time
consuming and could divert CDI s management and key personnel from CDI s business operations. The complexity of the technology involved
and the uncertainty of litigation surrounding it has the effect of increasing the risks associated with certain of CDI s product offerings,
particularly in the area of advance deposit wagering. There can be no assurance that CDI would not become a party to litigation surrounding
CDI s ADW business or that such litigation would not cause CDI to suffer losses or disruption in CDI s business strategy.

Risks Relating to Youbet

If it is determined that Youbet s business practices violate state gaming laws or regulations, Youbet could be subject to claims for damages,
fines or other penalties and may be prohibited from accepting pari-mutuel wagers from these states in the future.

Youbet currently has licenses in the states of California, Idaho, Oregon, Virginia and Washington to operate an ADW multi-jurisdictional
wagering hub and/or to accept wagers from residents of such states. Youbet also accepts pari-mutuel wagers from subscribers in other states
where, it believes, accepting such wagers is permitted pursuant to the IHA, as amended, state laws, and certain other laws and legal principles,
including those contained in the U.S. Constitution. However, state attorneys general and gaming regulators may interpret state gaming laws, the
federal statutes and constitutional principles and doctrines in a narrower manner than Youbet does. If a federal or state court were to adopt such
a narrow interpretation of these laws, Youbet may face criminal or civil damages, fines or other penalties and may be prohibited from accepting
pari-mutuel wagers in one or more states in the future, which may adversely affect Youbet s business and results of operations.
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In addition, if any proceedings were brought by governmental or private litigants who disagree with Youbet s interpretation of the applicable

laws, the adverse publicity and cost of such litigation and diversion of management s focus and time away from Youbet s business operations may
have a materially adverse effect on its financial condition and results of operations. From time to time, Youbet has received correspondence

from various state governmental agencies inquiring into the legality of its business activities and, in certain circumstances, alleging its
non-compliance with state gaming laws. To date, Youbet has responded in a timely manner to all of these inquiries outlining its legal position,
which Youbet believe permits its business operations in such states. Youbet cannot assure you that any of these state governmental agencies

agree with its legal position or that proceedings intended to prohibit or restrict its business will not be brought against Youbet by one or more of
these state governmental agencies in the future.

Furthermore, a number of states have considered, enacted or are considering interactive and Internet gaming legislation and regulations which
may inhibit Youbet s ability to do business in such states or reduce the profitability of doing business in such states, and anti-gaming conclusions
and recommendations of other governmental or quasi-governmental bodies could form the basis for new laws, regulations and enforcement
policies that could have a material adverse impact on Youbet s business. The extensive regulation by both state and federal authorities of gaming
activities also can be significantly affected by changes in the political climate and changes in economic and regulatory policies. Such effects
could be materially adverse to Youbet.

Laws and regulations proposed by Congress and various state legislatures or federal or state authorities that are directly applicable to online
and Internet gambling could have a material adverse effect on Youbet s business.

The Unlawful Internet Gambling Enforcement Act of 2006, which we refer to as the UIGEA, was signed into law on October 13, 2006. On
November 12, 2008, the Department of Treasury and Federal Reserve Board jointly published the UIGEA rule.

The UIGEA includes certain racing protective provisions by maintaining the status quo with respect to wagering activities under the IHA.
Certain versions of this legislation and other bills introduced in prior years have not included exemptions applicable to Youbet s business, and
Youbet cannot be certain legislation will not be introduced in the future that could threaten to materially and adversely affect its business.

A number of states have enacted, considered or are considering interactive and Internet gaming legislation and regulations which may or may
not be worded so as to permit Youbet s business to continue in such states; and anti-gaming conclusions and recommendations of other
governmental or quasi-governmental bodies could form the basis for new laws, regulations, or enforcement policies that could have a material
adverse effect on Youbet s business. International expansion of Youbet s business could result in its business being subject to laws and
regulations of additional foreign jurisdictions, and changes in such laws and regulations or enforcement policies could have a material adverse
effect on its business.

If credit card companies, banks or third party processing companies, as a policy, refuse to process account wagering transactions as a result
of perceived legal uncertainty surrounding online live event wagering, Youbet s business and results of operations could be adversely
affected.

Credit card companies, banks and third party processing companies may in the future become hesitant to process deposits, fees and online
transactions by Youbet s customers as a result of perceived legal uncertainty, including perceived uncertainty under the UIGEA and the UIGEA
rule, which prohibit the acceptance of credit cards, electronic funds transfers, checks, or the proceeds of other financial transactions by persons
engaged in unlawful betting or wagering businesses, even though the UIGEA contains a specific exemption for activities that are permitted

under the IHA. The refusal by credit card companies, banks and third party processing companies to process such transactions would limit the
methods of payment available to Youbet s subscribers, reducing the convenience of Youbet s services, and may make competitive services more
attractive. This may adversely affect Youbet s business.

45

Table of Contents 69



Edgar Filing: CHURCHILL DOWNS INC - Form S-4/A

Table of Conten

If the federal government or state governments impose taxes on wagers or increase fees on wagers, Youbet s business could be adversely
affected.

If one or more governmental authorities successfully assert that Youbet should collect taxes on wagers, it could adversely affect Youbet s
business. Youbet does not currently collect taxes on wagers. However, one or more local, state or foreign jurisdictions may seek to tax Internet
wagering when a subscriber is physically within their jurisdiction at the time the wager is placed. Such taxes, if imposed, could have a material
adverse effect on Youbet s business. Youbet currently pays all applicable fees on wagers in accordance with the applicable rules and regulations
of the jurisdictions where it is licensed and regulated. If the regulatory authorities in such jurisdictions increase the fees required to be paid on
wagers, it would have a material adverse effect on Youbet s business.

If any of Youbet s significant license and content agreements are terminated or are not renewed, its business and results of operations may be
adversely affected.

TV Games Network, which we refer to as TVG, has formed purported exclusive relationships with a number of major U.S. horse racetracks. In
May 2001, Youbet entered into a license and content agreement with TVG. Pursuant to this agreement, Youbet has a non-exclusive license to
access the simulcast audio, video and data content, as well as the wagering pools, of certain racing content at these racetracks. If Youbet s
agreement with TVG is terminated or if such relationships between TVG and such racetracks are terminated or not renewed, and if, following
any such termination or non-renewal, Youbet is not able to license such content directly from the track operators, its business and results of
operations may be adversely affected. Youbet also has content agreements with TrackNet Media Group LLC, which we refer to as TrackNet,
NYRA and Hollywood Park which allow it to access the video and data content, as well as the wagering pools, of certain racing content
controlled by them or their affiliates. If any of these content agreements are terminated or Youbet is not able to renew such agreements, its
business and results of operations may be adversely affected.

Youbet faces strong competition, and it expects competition to increase.

TVG, which operates an ADW website and the Television Games Network, is a direct competitor in the interactive, pari-mutuel wagering
market. The Television Games Network is a 24-hour national racing channel for distribution over cable, Dish Network and DIRECTV®, along
with an in-home pari-mutuel wagering system that requires a dedicated television set-top box. TVG currently operates in 16 states. Expansion by
TVG into states where TVG does not currently operate would increase competition for Youbet.

In January 2009, Betfair completed its purchase of TVG. Changes by Betfair in the operation of TVG, including investment of significant
resources into the operation of TVG or expansion into states where TVG currently does not operate, would increase competition for Youbet.

MEC and its affiliated ADW website XpressBet, and CDI and its affiliated ADW website Twinspires.com, are also direct competitors in the
domestic interactive, pari-mutuel wagering market. In March 2007, MEC and CDI announced that they had formed a joint venture called
TrackNet through which the companies horse racing content would be available to each other s various distribution platforms, including
XpressBet and Churchill Downs Technology Initiatives Company, doing business as TwinSpires, which we refer to as TwinSpires, and to third
parties, including racetracks, casinos and other ADW providers. MEC and CDI also jointly own Horse Racing Television.

Other competitors include, but are not limited to, Elite Turf Club, Racing & Gaming Services, Premier Turf Club, The Racing Channel, doing
business as Oneclickbetting.com, Lien Games, AmWest Entertainment, New Jersey Account Wagering, The New York Racing Association,
Connecticut OTB, Sol Mutuel Limited, Royal River Racing, Penn National Gaming, Inc., Day at the Track, Inc., and Racing2Day LLC. Youbet
expects to compete with these entities, as well as new domestic and international competitors which may enter the
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interactive, pari-mutuel gaming market, including tracks themselves, off-track betting parlors, large established interactive and online software
companies and domestic and international gaming companies. It is possible that Youbet s current and potential competitors may have greater
resources than Youbet.

The refusal by horsemen s groups to approve content agreements could have a material adverse effect on Youbet s business.

In 2008, the Thoroughbred Horsemen s Group, which we refer to as the THG, a collection of horsemen s groups from several states, refused to
approve agreements for the distribution of certain content by ADW operators pursuant to the IHA. Such refusal by the THG did not significantly
limit the content Youbet could provide to its customers or have any material effect on Youbet s operations for 2008 since Youbet did not have
agreements to carry most of the content that was subject to such refusal by the THG. However, it is possible that the THG, other collections of
horsemen groups, or individual horsemen groups, could refuse to approve content agreements to which Youbet is a party in the future and such
refusal may limit the content Youbet could provide to its customers and therefore have a material adverse affect on Youbet s business.

Youbet s inability to retain its relationships with its content providers would have a material adverse effect on its business.

Youbet depends upon a limited number of suppliers for the majority of its premier content, and the cancellation or non-renewal of its license
agreements with any one of those suppliers, such as TrackNet, NYRA, Del Mar or Hollywood Park, would have a material adverse effect on its
business.

Youbet s inability to retain its core customer base or its failure to attract new customers would have a material adverse effect on its business.

Youbet s data mining software generates detailed customer segmentation analyses based on variables such as wagering propensities and
preferences, which allows it to personalize its product offerings through targeted special offers tailored to specific customer segments. Youbet
believes that these techniques help it to retain its best customers. In addition, Youbet s marketing relationships with the Daily Racing Form and
others help it attract new customers. If Youbet were unable to retain its core customer base through robust content offerings and other popular
features, if it loses customers to its competitors, or if it fails to attract new customers, Youbet s businesses would fail to grow or would be
adversely affected.

Current economic climate may adversely impact customers wager frequency and amounts.

The continuing credit crisis, increasing unemployment and the stock market declines may impact Youbet s customers ability to wager with the
same frequency and maintain their wagering level profiles. A significant loss of customers or a considerable decline in wagering would
adversely affect Youbet s business and results of operations. In addition, the current economic climate could adversely impact wagering levels
and profitability at racetracks from which Youbet carries racing content, which may cause certain racetracks to cancel races or cease operations
and therefore reduce the content Youbet could provide to its customers. A reduction in the content Youbet provides to its customers could
reduce its revenue and have an adverse impact on its profitability.

System failures or damage from earthquakes, fires, floods, power loss, telecommunications failures, break-ins or other unforeseen events
could harm Youbet s business.

Youbet s business depends upon its communications hardware and computer hardware. Currently, Youbet s hardware is stored in two different
locations. Its web services and internet connection hardware are located in a Tier IV co-location facility in Miami, Florida. Its AV distribution
systems are stored at a co-location facility in Denver, Colorado. Youbet has built certain redundancies into its systems to avoid downtime in the
event of outages, system failures or damage; however, it does not have duplicate geographic locations for its site of
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operations. Thus, Youbet s systems remain vulnerable to damage or interruption from floods, fires, power loss, telecommunication failures,
terrorist attacks, hardware or software error, computer viruses, computer denial-of-service attacks and similar events. Despite any precautions it
may take, the occurrence of a natural disaster or other unanticipated problems could result in lengthy interruptions in Youbet s services. Any
unscheduled interruption in the availability of Youbet s website and services results in an immediate, and possibly substantial, loss of revenue.
Frequent or persistent interruptions in Youbet s services could cause current or potential users to believe that its systems are unreliable, leading
them to switch to its competitors or to avoid its site, and could permanently harm Youbet s reputation and brand. These interruptions also
increase the burden on Youbet s engineering staff, which, in turn, could delay its introduction of new features and services on its website. Youbet
has property and business interruption insurance covering damage or interruption of its systems. However, this insurance might not be sufficient
to compensate Youbet for all losses that may occur.

Youbet may not be able to respond to rapid technological changes in a timely manner or without service interruptions, which may cause
customer dissatisfaction.

The gaming sector is characterized by the rapid development of new technologies and continuous introduction of new products. Youbet s main
technological advantage versus potential competitors is its software lead-time in the market and its experience in operating an Internet-based
wagering network. However, Youbet may not be able to maintain its competitive technological position against current and potential
competitors, especially those with greater financial resources. Youbet s success depends upon new product development and technological
advancements, including the development of new wagering platforms. While it expends a significant amount of resources on research and
development and product enhancement, Youbet may not be able to continue to improve and market its existing products or technologies or
develop and market new products in a timely manner. Further technological developments may cause Youbet s products or technologies to
become obsolete or noncompetitive.

If Youbet were to lose the services of key personnel, it may not be able to execute its business strategy.

Youbet s future success depends in a large part upon the continued service of key members of its senior management team. They are critical to
Youbet s overall management, as well as the development of Youbet s technology, culture and strategic direction. Youbet s future success depends
on its ability to identify, attract, hire, train, retain and motivate highly skilled technical, managerial, marketing, finance/accounting and customer
service personnel. Competition for such personnel is intense, and Youbet may not be able to retain and attract such employees.

Youbet s operating results fluctuate seasonally and may be adversely impacted by a reduction in live racing dates as a result of regulatory
factors.

Youbet experiences significant fluctuations in quarterly operating results as a result of the seasonality associated with the racing schedules.
Generally, revenue is greater in the second and third quarters of the calendar year. Youbet carries a limited number of live racing dates and the
number of live racing dates varies somewhat from year to year. The allocation of live racing dates in most of the jurisdictions is subject to
regulatory approval from year to year and, in any given year, there may not be the same or more racing dates than in prior years. A significant
decrease in the number of live racing dates would reduce Youbet s revenue and cause its businesses to suffer.

If the horse racing tracks that Youbet carries experience unfavorable weather, it may cause races to be cancelled which would reduce its
revenue and have an adverse impact on its profitability.

Because horse racing is conducted outdoors, unfavorable weather conditions, including extremely high or low temperatures, excessive
precipitation, storms or hurricanes, may cause races to be cancelled. Because a substantial portion of Youbet s operating expenses are fixed, a
reduction in the number of races held or in the number of horses racing due to unfavorable weather would reduce its revenue and have an
adverse impact on its profitability.
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A horse racing industry controversy could cause a decline in bettor confidence and result in changes to legislation, regulation or industry
practices, which could materially reduce the amount wagered on horse racing and increase Youbet s costs, and therefore, adversely affect its
revenue and operating results.

A horse racing industry controversy could cause a decline in bettor confidence and result in changes to legislation, regulation or industry
practices. For example, on October 26, 2002, in connection with the Breeders Cup World Thoroughbred Championships held at Arlington Park
in Chicago, Illinois, only one person placed winning bets on the Pick 6, a bet to pick the winning horse in six consecutive races. The bettor
purchased all six winning tickets, valued at more than $2.5 million, through an off-track betting telephone system. Payment of the winnings was
withheld when an examination of the winning bets revealed an unusual betting pattern. Scientific Games Corporation, the parent company of
Autotote Systems, Inc., later announced that it had fired an employee who had allegedly accessed the totalizator system operated by Autotote
Systems, altered the winning Pick 6 tickets, and erased the record of his access. The Federal Bureau of Investigation conducted an investigation,
and three individuals pled guilty in federal court to conspiring to commit fraud and money laundering. Industry controversy, like the Pick 6
matter, could result in a perceived lack of integrity or security, a decline in bettor confidence, and could lead to a decline in the amount wagered
on horse racing. Any such controversy could lead to changes in legislation, regulation or industry practices, which could result in a material
reduction in the amount wagered on horse racing and in the revenue and earnings of companies in the horse racing industry, including Youbet.

The inability of Youbet s systems and controls to handle online security risks would have a material adverse effect on its business.

Youbet uses packet filters, fire walls and proxy servers which are all designed to control and filter the data allowed to enter its data centers.
However, advances in computer capabilities, new discoveries in the field of cryptography or other events or developments may make it easier

for someone to compromise or breach the technology Youbet uses to protect its subscribers transaction data. If such a breach of security were to
occur, it could cause interruptions in service and loss of data or cessation in service to Youbet subscribers. This may also allow someone to
introduce a virus or other harmful component to Youbet causing an interruption or malfunction.

To the extent Youbet s activities involve the storage and transmission of information such as credit card numbers, security breaches could
damage Youbet s reputation and expose it to a risk of loss or litigation and possible liability, as well as costs of complying with laws governing
disclosure and remediation following such breaches. Youbet s insurance policies might not be sufficient to reimburse it for losses caused by such
security breaches.

The U.S. government s investigation into the wagering activities of certain International Racing Group customers may adversely affect
Youbet s financial condition and results of operations.

The U.S. government s investigation into the wagering activities of certain International Racing Group, which we refer to as IRG, customers
resulted in the seizure of approximately $1.5 million held in IRG bank accounts on October 11, 2007, among other things. On March 14, 2008,
Youbet entered into agreements with the U.S. Attorney s Office in Las Vegas. Pursuant to one agreement, the U.S. Attorney s Office agreed not to
pursue any charges against Youbet or IRG in exchange for Youbet s continued cooperation with the government s ongoing investigation. In
separate agreements, Youbet agreed to forfeit approximately $1.5 million previously seized by the government as part of its investigation.

While these agreements resolve the matter for Youbet, the U.S. government s ongoing investigation creates other ancillary risks. Youbet s
continued cooperation with the U.S. government s investigation may continue to divert management s attention from managing its day-to-day
operations and expenses arising from cooperating and responding to the U.S. government s investigation may be significant. In addition, current
and former
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employees, officers and directors may seek indemnification, advancement or reimbursement of expenses from Youbet, including attorneys fees,
with respect to current or future proceedings related to this matter. These events could adversely affect Youbet s financial condition, results of
operations and the price of its common stock.

Youbet s credit facility imposes significant restrictions on its business.

Youbet s credit facility, which consists of a $5.0 million revolving line of credit and a $10.0 million term loan and matures on November 30,
2010, contains customary covenants under the loan and security agreement, including restrictions on Youbet s ability to incur indebtedness, make
investments, pay dividends or engage in mergers and acquisitions. The loan and security agreement also contains certain financial covenants,
including (i) a requirement to maintain a specified debt service coverage ratio, (ii) a requirement to maintain a leverage ratio not to exceed 2:1,
(iii) a requirement to maintain a certain minimum specified adjusted EBITDA and (iv) limitations on capital expenditures. Youbet s indebtedness
under the loan and security agreement is guaranteed by UT Gaming, Inc., which we refer to as UT Gaming, the direct parent of United Tote, and
secured by substantially all of Youbet s assets, including its intellectual property, and UT Gaming s equity in United Tote. The covenants
contained in the loan and security agreement may limit Youbet s ability to expand, pursue its business strategies and obtain additional funds.
Youbet s ability to meet the financial covenants in the loan and security agreement may be adversely affected by deterioration in business
conditions or Youbet s results of operations, adverse regulatory developments and other events beyond its control. As of September 30, 2009,
Youbet was in compliance with financial covenants under the loan and security agreement. Failure to comply with these covenants may result in
the occurrence of an event of default. Upon the occurrence of an event of default, the lender may terminate Youbet s credit facility and demand
immediate payment of all amounts borrowed by Youbet, which would have adverse consequences on Youbet s business and results of operations
and may adversely affect the trading price of its common stock. The merger will result in a change of control under Youbet s credit facility,
which constitutes an event of default. As a result, the lenders on the credit facility may accelerate Youbet s obligations under the credit facility.

Youbet s totalizator business depends on its relationships with its track and other partners for a substantial portion of its revenue. The loss of
all or a portion of these relationships could result in the failure to realize the expected level of revenue from Youbet s totalizator business.

United Tote, Youbet s subsidiary through which it conducts its totalizator business, has contracts to provide totalizator services to more than 100
tracks and other facilities that accept pari-mutuel wagers, such as off-track betting parlors, casinos, and jai alai frontons. As a result, the success
of United Tote depends, in part, on Youbet s ability to maintain successful relationships with United Tote s contract partners. Should these
contract partners discontinue purchasing totalizator services from United Tote, Youbet will fail to realize its expected level of revenue from
Youbet s totalizator business.

Youbet s totalizator business depends on the total amount of wagers placed with its track partners.

Many of United Tote s contracts provide that it will receive a percentage of the pari-mutuel wagers for which it provides totalizator services. As
the amount of pari-mutuel wagering increase, United Tote s revenue increases. Accordingly, a decrease in wagers placed at one or more of

United Tote s contract partners could cause a decline in United Tote s revenue and, in turn, Youbet s consolidated revenue as the owner of United
Tote. Further, any material reduction by any one of United Tote s contract partners in its level of commitment of resources, funding, personnel,
and interest in continued development of horse racing or other wagering-based businesses could cause a decline in wagering and United Tote s

and Youbet s consolidated revenue.

Youbet s totalizator business depends upon leading with and responding to technological changes.

United Tote s success depends upon new product development and technological advancements, including the development of more advanced
wagering terminals. While United Tote devotes resources to research and
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development and product enhancement, it may not be able to continue to improve and market existing products or technologies or successfully
develop and market new products in a timely manner. Further technological developments by competitors may cause United Tote products or
technologies to become obsolete or noncompetitive.

Technological or human errors could have a material adverse effect on Youbet s totalizator business.

Errors by United Tote technology or personnel may subject United Tote to liabilities, including financial penalties under its totalizator service
contracts, which could have a material adverse effect on Youbet s tote business.

Current economic conditions may lead to a cessation or reduction of operations by Youbet s tote contract partners that could have a material
adverse effect on United Tote s totalizator business.

The continuing credit crisis, increasing unemployment and the stock market declines may impact the ability of United Tote s contract partners to
continue operations at current levels. A cessation or reduction of operations by United Tote s contract partners could cause them to discontinue or
limit the totalizator services they purchase from United Tote, which could adversely affect Youbet s business and results of operations.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus and the other documents incorporated by reference into this proxy statement/prospectus contain or may contain
forward-looking statements within the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act. Such statements may

include, but are not limited to, statements about the benefits of the proposed transaction, including future financial and operating results, the

combined company s plans, objectives, expectations and intentions. These statements are subject to a number of risks, uncertainties and other

factors that could cause CDI s, Youbet s or the combined company s actual results, performance, prospects or opportunities, as well as those of the

markets CDI, Youbet or the combined company serve or intend to serve, to differ materially from those expressed in, or implied by, these

statements. You can identify these statements by the fact that they do not relate to matters of a strictly factual or historical nature and generally

discuss or relate to forecasts, estimates or other expectations regarding future events. Generally, the words believe, expect, intend, estimate,
anticipate,  project, may, can, could, might, will and similar expressions identify forward-looking statements, including statements rela

expected operating and performing results, planned transactions, planned objectives of management, future developments or conditions in the

industries in which CDI and Youbet participate and other trends, developments and uncertainties that may affect CDI s or Youbet s business in

the future. In addition to the risk factors identified elsewhere in this proxy statement/prospectus, risks, uncertainties and other factors that could

cause actual results, performance, prospects or opportunities to differ materially from those expressed in, or implied by, these statements include,

among other things:

the possibility that the expected efficiencies and cost savings from the proposed transaction will not be realized, or will not be
realized within the expected time period;

the ability to obtain governmental approvals of the merger on the proposed terms and schedule contemplated by the parties;

the failure of Youbet s stockholders to approve the proposed merger;

the risk that CDI and Youbet businesses will not be integrated successfully;

disruption from the proposed transaction making it more difficult to maintain business and operational relationships;

the risk that significant licensing agreements may be terminated or not renewed;

rising prices for content;

the possibility that the proposed transaction does not close, including, but not limited to, due to the failure to satisfy the closing
conditions;

the effect of global economic conditions, including any disruptions in the credit markets;

the effect of UIGEA regulations and/or the resulting policies adopted by credit card companies and other financial institutions;

the effect (including possible increases in the cost of doing business) resulting from future war and terrorist activities or political
uncertainties;
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the impact of increasing insurance costs;

the impact of interest rate fluctuations;

the effect of any change in CDI s or Youbet s accounting policies or practices;

the financial performance of CDI s racing operations;

the impact of live racing day and other gaming competition (including lotteries and riverboat, cruise ship and land-based casinos) and
other sports and entertainment options in those markets in which CDI and Youbet operate or are in close proximity;
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costs associated with CDI s or Youbet s efforts in support of alternative gaming initiatives;

costs associated with customer relationship management initiatives;

a substantial change in law or regulations affecting racing, pari-mutuel or gaming activities;

CDI s continued ability to effectively compete for the country s top horses and trainers necessary to field high-quality horse racing;

CDI s continued ability to grow its share of the interstate simulcast market and obtain the consents of horsemen s groups to interstate
simulcasting;

CDI s ability to execute its acquisition strategy and to complete or successfully operate planned expansion projects;

CDI s ability to successfully complete any divestiture transaction;

market reaction to CDI s expansion projects;

the loss of CDI s or Youbet s totalizator companies or their inability to provide us assurance of the reliability of their internal control
processes through Statement on Auditing Standards No. 70 audits or to keep their technology current;

CDI s accountability for environmental contamination;

the loss of key personnel;

the impact of natural disasters on CDI s or Youbet s operations and their ability to adjust the casualty losses through CDI s or Youbet s
property and business interruption insurance coverage;

any business disruption associated with a natural disaster and/or its aftermath;

the impact of wagering or other federal or state laws, including changes in any such laws or enforcement of those laws by regulatory
agencies;

the outcome of pending or threatened litigation;

changes in CDI s relationships with horsemen s groups and their memberships, including with respect to its ability to reach agreement
with horsemen s groups on future purse and other agreements (including, without limitation, agreements on sharing of revenues from
gaming and advance deposit wagering);
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the effect of claims of third parties to intellectual property rights;

the volatility of CDI s and Youbet s stock price;

a substantial change in allocation of live racing days;

CDI s ability to execute on its permanent slot facility in Florida;

CDI s ability to integrate businesses it acquires, including CDI s ability to maintain revenues at historic levels and achieve anticipated
cost savings; and

the outcome of any claims arising in connection with a pending lawsuit in federal court in the Western District of Kentucky styled
Churchill Downs Incorporated, et al v. Thoroughbred Horsemen s Group, LLC, Case #08-CV-225-S.
See CDI s and Youbet s Annual Reports on Form 10-K for the fiscal year ended December 31, 2008 and other public filings with the SEC for a
further discussion of these and other risks and uncertainties applicable to our businesses. You are cautioned not to place undue reliance on these
forward-looking statements, which speak only as of the date of this proxy statement/prospectus or, in the case of documents incorporated by
reference into this proxy statement/prospectus, as of the dates of those documents. Neither CDI nor Youbet undertakes any duty to update any
forward-looking statement whether as a result of new information, future events or changes in our respective expectations.
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THE SPECIAL MEETING OF YOUBET STOCKHOLDERS
General

This proxy statement/prospectus is being provided to Youbet stockholders as part of a solicitation of proxies by the Youbet board of directors for
use at the Youbet special meeting, including any adjournment or postponement of the special meeting. This proxy statement/prospectus provides
Youbet stockholders with important information they need to know to be able to vote, or instruct their brokers or other nominees to vote, at the
Youbet special meeting.

Date, Time and Place of the Youbet Special Meeting

Youbet will hold a special meeting of its stockholders on April 6, 2010, promptly at 10 a.m. local time at Youbet s offices, located at 5901 De
Soto Avenue, Woodland Hills, California 91367.

Purpose of the Youbet Special Meeting

At the Youbet special meeting, including any adjournment or postponement thereof, Youbet stockholders will be asked to consider and vote
upon and approve the following proposals:

1. the proposal to adopt the merger agreement;

2. the Youbet special meeting adjournment proposal; and

3. the transaction of such other business as may properly come before the special meeting or any adjournment or postponement thereof.
A copy of the merger agreement is attached to this proxy statement/prospectus as Annex A. Youbet stockholders are encouraged to read the
merger agreement in its entirety.

THE MATTERS TO BE CONSIDERED AT THE YOUBET SPECIAL MEETING ARE OF GREAT IMPORTANCE TO YOUBET
STOCKHOLDERS. ACCORDINGLY, YOUBET STOCKHOLDERS ARE URGED TO READ AND CAREFULLY CONSIDER THE
INFORMATION PRESENTED IN THIS PROXY STATEMENT/PROSPECTUS AND THE OTHER INFORMATION INCORPORATED BY
REFERENCE HEREIN, AND TO COMPLETE, DATE, SIGN AND PROMPTLY RETURN THE ENCLOSED PROXY CARD IN THE
ENCLOSED PRE-ADDRESSED POSTAGE-PAID ENVELOPE.

Recommendation of the Youbet Board of Directors

After careful consideration, the Youbet board of directors unanimously determined that the merger and the merger agreement are advisable and
fair to, and in the best interests of, Youbet and its stockholders, and unanimously approved the merger and the merger agreement.

The Youbet board of directors unanimously recommends that the Youbet stockholders vote FOR the proposal to adopt the merger
agreement and FOR the Youbet special meeting adjournment proposal, if necessary.

In considering such recommendation, Youbet stockholders should be aware that some Youbet directors and executive officers have interests in
the merger that are different from, or in addition to, those of Youbet stockholders generally. See the section entitled The Merger Interests of
Youbet s Directors and Executive Officers in the Merger beginning on page 99 of this proxy statement/prospectus.

If your submitted proxy card does not specify how you want to vote your shares, your shares will be voted FOR the proposal to adopt
the merger agreement and FOR the Youbet special meeting adjournment proposal, if necessary.
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Admission to the Youbet Special Meeting

Only Youbet stockholders as of the close of business on the record date, February 17, 2010, and other persons holding valid proxies for the

special meeting are entitled to attend the Youbet special meeting. Youbet stockholders and their proxies should be prepared to present valid
government-issued photo identification. Youbet stockholders who are not record holders but hold shares through a broker, bank or other

nominee (i.e., in street name ) should provide proof of beneficial ownership on the record date for the Youbet special meeting, such as their most
recent account statement prior to February 17, 2010, or other similar evidence of ownership. Anyone who does not provide valid
government-issued photo identification or comply with the other procedures outlined above upon request may not be admitted to the Youbet
special meeting.

Record Date and Stockholders Entitled to Vote

Record Date. The Youbet board of directors has fixed the close of business on February 17, 2010, as the record date for the Youbet special
meeting. Accordingly, only holders of record of Youbet common stock as of the close of business on the record date will be entitled to notice of,
and to vote at, the Youbet special meeting or any adjournment or postponement thereof. As of the Youbet record date, an aggregate of
41,730,038 shares of Youbet common stock were issued and outstanding. The holders of Youbet common stock are entitled to one vote per
share on any proposal presented at the Youbet special meeting.

Street Name Stockholder. If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered the beneficial
owner of shares held in street name. These proxy materials are being forwarded to you by your broker, bank or other nominee, who is
considered, with respect to those shares, the record holder. As the beneficial owner, you have the right to direct your broker, bank or other
nominee how to vote, and you are also invited to attend the special meeting. However, since you are not the record holder, you may not vote
these shares in person at the special meeting unless you follow the applicable procedures for obtaining a legal proxy from your broker, bank or
other nominee. Your broker, bank or nominee has enclosed a voting instruction card for you to use.

A complete list of the stockholders entitled to vote at the special meeting will be available for examination by any stockholder for any purpose
germane to the special meeting, during ordinary business hours for a period of at least 10 days prior to the special meeting, at Youbet s offices,
5901 De Soto Avenue, Woodland Hills, California 91367. Such list will also be available for examination at the special meeting.

How You Can Vote

You can only vote your shares if you are either represented by proxy or eligible to vote your shares in person at the special meeting. You can
submit your proxy by:

the Internet, as described on the proxy card;

telephone, as described on the proxy card; or

mail, by completing and returning the enclosed proxy card.
If you hold shares through a bank, broker or other nominee, please provide your voting instructions by Internet, telephone or mail in accordance
with the instructions contained on your voting instruction card. If you return a properly signed proxy card, we will vote your shares as you
direct.

Stockholders may receive more than one set of voting materials, including multiple copies of this proxy statement/prospectus and multiple proxy
cards or voting instruction cards. For example, stockholders who hold shares in more than one brokerage account may receive a separate voting
instruction card for each brokerage account in which shares are held. Stockholders of record whose shares are registered in more than one name
will receive more than one proxy card. The Youbet board of directors urges Youbet stockholders to complete, sign, date and return each proxy
card and voting instruction card they receive for the Youbet special meeting.
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Adjournment

Youbet s bylaws provide that a special meeting of the stockholders may be adjourned from time to time either by the chairman of the meeting or
by the vote of the majority of shares casting votes, excluding abstentions. When a meeting is adjourned to another time or place, notice need not
be given of the adjourned meeting if the time and place thereof are announced at the meeting at which the adjournment is taken. At the
adjourned meeting, Youbet may transact any business which might have been transacted at the original meeting. If the adjournment is for more
than 30 days or if after the adjournment a new record date is fixed for the adjourned special meeting, a notice of the adjourned special meeting
shall be given to each stockholder of record entitled to vote at the special meeting.

Required Vote, Quorum, Abstentions and Broker Non-Votes

Each share of Youbet common stock receives one vote on all matters properly brought before the special meeting. In order to conduct business
at the special meeting, a quorum of a majority of the total number of votes entitled to be cast must be present in person or represented by proxy.

Youbet cannot complete the merger unless the proposal to adopt the merger agreement is approved by the affirmative vote of the holders of a
majority of the outstanding shares of Youbet common stock entitled to vote at the special meeting. Approval of the Youbet special meeting
adjournment proposal, if necessary to solicit additional proxies if there are insufficient votes to approve the proposal to adopt the merger
agreement at the time of the special meeting, requires the affirmative vote of a majority of the shares of Youbet common stock present in person
or represented by proxy at the special meeting and entitled to vote at the special meeting.

All abstentions (shares of Youbet common stock for which proxies have been received but for which the holders have abstained from voting)
and broker non-votes (shares of Youbet common stock for which proxies have been returned by a broker indicating that the broker has not
received voting instructions from the beneficial owner of the shares and does not have discretionary authority to vote the shares) will be included
as shares that are present and entitled to vote for purposes of determining the presence of a quorum at the special meeting. However, New York
Stock Exchange member brokers who hold shares of Youbet common stock in street name for their customers but do not have discretionary
authority to vote the shares may not exercise their voting discretion with respect to the proposal to adopt the merger agreement. Accordingly, if
such brokers do not receive specific voting instructions from the beneficial owner of such shares, they may not vote such shares with respect to
the proposal to adopt the merger agreement.

For the approval of the proposal to adopt the merger agreement, abstentions and broker non-votes will have the effect of a vote against the
proposal.

For the approval of the Youbet special meeting adjournment proposal, abstentions and broker non-votes will have no effect.
Voting by Youbet Directors and Executive Officers

As of the record date for the Youbet special meeting, Youbet s directors, executive officers and their affiliates, as a group, beneficially owned
and were entitled to vote an aggregate of 237,000 shares of Youbet common stock, or less than one percent of the total outstanding shares of
Youbet common stock.

In connection with the merger agreement, CDI entered into voting agreements, which we refer to as the voting agreements, with Lloyd I. Miller,
I11, a significant stockholder of Youbet who we refer to as Miller, New World Opportunity Partners I, L.P., a significant stockholder of Youbet
who we refer to as New World, and each of the directors of Youbet in their capacity as stockholders of Youbet. Shares of Youbet common stock
owned by the Youbet stockholders subject to the voting agreements constituted approximately 24% of the total issued and outstanding shares of
Youbet common stock as of November 11, 2009, the date the voting agreements were
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entered into. Pursuant to the terms of the applicable voting agreements, New World and each of the directors of Youbet have agreed to vote all
of the shares of Youbet common stock owned or held by them in favor of the proposal to adopt the merger agreement. Pursuant to his voting
agreement, Miller has agreed to vote the shares of Youbet common stock over which he has voting and dispositive power in favor of the
proposal to adopt the merger agreement and, with respect to the shares of Youbet common stock that he has shared voting and dispositive power,
to recommend to the trustee for such shares that the trustee vote the shares of Youbet common stock for which Miller acts as an investment
adviser in favor of the proposal to adopt the merger agreement.

Revoking Your Proxy

You can change your vote or revoke your proxy at any time before the final vote at the special meeting. To do so, if you are the record holder,
you may:

send a written, dated notice to the person to whom you submitted your proxy stating that you would like to revoke your proxy;

complete, date and submit a new later-dated proxy card;

vote at a later date by telephone or by using the Internet; or

vote in person at the special meeting. Your attendance alone at the Youbet special meeting will not revoke your proxy.
If you hold shares through a bank, broker or other nominee, you must contact your financial institution, broker or nominee for information on
how to revoke your proxy or change your vote. Attendance at the special meeting will not cause your previously granted proxy to be revoked
unless you specifically so request.

If you hold your shares in street name, you must give new instructions to your bank, broker or other nominee prior to the special meeting or
obtain a signed legal proxy from the bank, broker or other nominee to revoke your prior instructions and vote in person at the special meeting.

Any Youbet stockholder who has a question about the merger or the proposal to adopt the merger agreement, or how to vote or revoke a proxy,
or who wishes to obtain additional copies of this proxy statement/prospectus, should contact:

MacKenzie Partners, Inc.
105 Madison Avenue
New York, NY 10016
proxy @mackenziepartners.com
(800) 322-2885
Other Matters

Other than the proposals described in this proxy statement/prospectus, the Youbet board of directors knows of no other matters to be acted upon
at the Youbet special meeting. If any other matter should be duly presented at the special meeting upon which a vote properly may be taken,
shares represented by all proxies received by Youbet will be voted with respect thereto in accordance with the judgment of the persons named as
attorneys in the proxies.

Solicitation of Proxies and Expenses
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CDI and Youbet will each bear their own respective expenses incurred in connection with the filing, printing and mailing of this proxy
statement/prospectus. Youbet will be responsible for any fees incurred in connection with the solicitation of proxies for the Youbet special
meeting. In addition to solicitation by mail, the directors,
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officers, employees and agents of Youbet may solicit proxies from Youbet stockholders by telephone, email, facsimile or in person. Some of
these individuals may have interests in the merger that are different from, or in addition to, the interests of Youbet stockholders generally. See
the section entitled The Merger Interests of Youbet s Directors and Executive Officers in the Merger beginning on page 99 of this proxy
statement/prospectus. Brokerage houses and other custodians, nominees and fiduciaries will be requested to forward soliciting materials to the
beneficial owners of shares held of record by these persons, and Youbet will reimburse them for their reasonable out-of-pocket expenses in
sending proxy materials to beneficial owners. To assist in the solicitation of proxies, Youbet has retained MacKenzie Partners, Inc. Youbet
anticipates that MacKenzie s fees will be approximately $7,500 plus reimbursement of expenses.

Stockholders Sharing an Address

Youbet stockholders sharing an address with another stockholder may receive only one set of proxy materials at that address unless they have
provided contrary instructions. Any such stockholder who wishes to receive a separate set of proxy materials now or in the future may write or
call Youbet to request a separate copy of these materials as follows:

MacKenzie Partners, Inc.
105 Madison Avenue
New York, NY 10016
proxy @mackenziepartners.com

(800) 322-2885
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THE MERGER

The following is a description of the material aspects of the merger. While we believe that the following description covers the material terms of
the merger, the description may not contain all of the information that is important to you. We encourage you to read carefully this entire proxy
statement/prospectus, including the merger agreement attached to this proxy statement/prospectus as Annex A, for a more complete
understanding of the merger.

General

Each of the CDI and Youbet boards of directors has unanimously approved the merger agreement and the transactions contemplated by the
merger agreement, including the merger. Upon completion of the merger, Merger Sub will merge with and into Youbet, with Youbet continuing
as the surviving corporation and a wholly owned subsidiary of CDI. Following completion of the merger, the surviving corporation from the
merger will merge with and into Merger LLC, with Merger LLC surviving the subsequent merger. Each share of Youbet common stock, other
than those shares held by CDI, Merger Sub or Merger LLC and other than treasury shares, will be converted into the right to receive the merger
consideration, upon the terms provided in the merger agreement and as described below under The Merger Agreement Merger Consideration
beginning on page 104 of this proxy statement/prospectus.

Background of the Merger

As discussed in further detail below, Youbet s board of directors, which we refer to as the Youbet board, unanimously determined on November
10, 2009, after exploring and evaluating Youbet s potential strategic alternatives for over two years, that entering into the merger agreement with
CDI was advisable and fair to, and in the best interests of, Youbet and its stockholders. As discussed in detail below, the Youbet board s
determination was a culmination of an over two-year evaluation of potential strategic alternatives, and was made for several reasons, including,
among others, (i) the lack of an opportunity for Youbet to acquire an ADW competitor and/or dispose of its totalizator business, in each case on
terms which the Youbet board believed would be advisable and in the best interests of Youbet and its stockholders when compared to the merger
agreement with CDI, (ii) the risks associated with continuing as a stand-alone business given increasing competition and other challenges facing
the gaming and horse racing industry and the ADW channel and (iii) the Youbet board s belief that the terms of the merger agreement between
Youbet and CDI, including the consideration to be received by Youbet s stockholders, were advisable and fair to, and in the best interests of,
Youbet and its stockholders. Additional factors considered by the Youbet board and the Alternatives Committee (as defined below) of the
Youbet board are discussed below in this section and under =~ Recommendation of the Youbet Board of Directors and Its Reasons for the Merger
beginning on page 77 of this proxy statement/prospectus.

During the course of 2007, members of the Youbet board frequently considered and discussed the challenges facing the gaming and horse racing
industry and the ADW channel, including increased competition within the ADW channel, the aging demographics of the horse racing industry
and the ADW channel s (including Yo