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Item 1.01. Entry Into a Material Definitive Agreement.

On September 21, 2006, the Board of Directors of Churchill Downs Incorporated (the “Company’) approved the hiring
of Vernon Niven to serve as the Company’s Executive Vice President, Technology Initiatives. In connection with Mr.
Niven’s hiring, the Company executed an offer letter setting forth the terms of an at-will employment arrangement (the
“Offer Letter”). Mr. Niven will receive a base salary of $300,000 and will be eligible to participate in a cash bonus plan
beginning the calendar year 2007 based on objectives approved by the Compensation Committee of the Board of
Directors. Mr. Niven’s target bonus level will be 60% of base salary.

As part of his compensation, Mr. Niven will be eligible for long term incentives based on achievement of certain
performance goals and vesting criteria. The long term incentive payments are intended to be in the form of Company
stock but require Board of Director and shareholder approval. Should Company stock not be available at the time of
payment, the long term incentives will be paid in cash.

Should Mr. Niven’s employment be terminated by the Company without “just cause,” Mr. Niven will receive pay
through the month of termination and severance pay and benefits per the Executive Severance Policy; a pro rated
bonus based on the bonus target; the balance of any long term incentive awards, if any, earned though the termination
date but not yet paid; and 20% of the then remaining long term incentives (payable only if Mr. Niven has completed
one year of continuous service).

In the event of a change in control, defined as an acquisition of at least 51% of the Company, Mr. Niven’s outstanding
long term incentives will vest at 50% of the scheduled value and be payable in the year the incentive would have
otherwise been paid.

The above summary of the Offer Letter is qualified in its entirety by reference to the full text of the Offer Letter to be
filed with the Company’s Quarterly Report on Form 10-Q for the quarter ending September 30, 2006.
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