
2017 STALLION SEASON AGRXEMENT
Pay Out of Proceeds Agreement

STALI,ION: PALACEMALICE MARE: LADY SIMPSON (GB)

PIIRcIIASEn: Runn]rmqde Farm In_c _& CWC LLC II

AGREEMENT DATE:,Januarv 25. ?017

TOTAL FEE: $19,000.00+ 6% Fi\'.Sa/es f 1.',:--.fl#"1d11",0d

THIS AGREEMENT is made and entered into as of the Agreement date above, by and between (i) THREE CHIMNEYS FARI\{,
LLC, AGENI', P.O. Box 114, Midway, Ky 40347 ("Three Chimneys Farm ") and (ii) the Buye(s) (above) whose address is set
out above {sirtgularly or collectively "Buyer").

W I T N D S S E T H :
For valuable consideration, including the payments, covenantg and conditions set forth below, the parties agree as follows:

t' Purchgrsq ofBreeding Nomination: Three Chimneys Farm hereby sells and assigns and Buyer hereby purchases a 2017
breeding nomjnation (the "Nomination") to the Stallion listed above (the "Stallion").
2. Mare-lp.be Bred: The Buyer agrces to breedthe Thoroughbred mare listod above (the "Ma^re") tothe Stallion duringthe
2017 breedinp: saason as established by Three Chimneys Farm. No other mare may be substituted for the Mare for breeding to
the Stallion u'ithout the prior written consent of Three Chimneys Farm. Priorto breeding the Mare to the Stallion, Buyer shall
complete and present to Three Chimneys Farm a completed Three Chimneys Farm Mare krformation Form on the Mare.
3. Total Foe and Pavment: As payment in full for the Nomination, Buyer agrees to pay to Three Chimneys Farm the
Total Fee (at,ove) (the "Total Fee"), consisting of the stud Fee (noted above) plus the applicable Kentucky Sales Tax listed
above, subject to the following terms and conditions: (a) In the event the Mare shall not produce a single live foal that
stands and nurses as a result of said breeding, the Fee shall not be due. Buyer must furnish satisfactory veterinary
certificate to Three Chimneys Farm stating that a single live foal that can stand alone and nurse was not born as a
result ofthe aforesaid breeding, and said certificate shall be so provided within fiftesn (15) days ofthe date Buyer is
aware or should be aware that said Marc has foaled, aborted, or died. (b) in the event the Mare shall produce twins,
and in the event the Buyer determines to registerwith The Jockey Club one or both of the twins, then the Fee shall be
due in full, exc€pt as may be otherwise provided for in paragraph 3(c) hereof. (c) This Agreemcnt is designated Bs a
Paid out of Proceeds ("POP") agreement. Three Chimneys Farm agrecs that, at Buyer's option, Buyer may delay
payment of the Fee until time of sale of the foal, which may be produced out of breeding the Stallion to the Mare
undcr the terms of this agre$ment ("Foal"), at a well-resognized p3rblic auction sale including foals of the same age as
the Foal, as irpproved by Three Chirnneys Farm, and sold with a bonsignor approved by Three Chimneys Farm, such
sale to take place as a yearling or weanling. Within 30 days after such sale, Buyer agrees to pay to Three Chimneys
Farm the Fee: ("Due Date"); provided, however, in the event rhe hammer price for the Foal shall not equal the Fee
(exclusive o{'sales tax), then Buyer shali pay Three Chimneys Farm within thirty (30) days of such sale an amount
equal to the .hammer price, plus 570 Kentucky sales tax applicable to the amount paid. Buyer may cause the Foal to
be an RNA as a weanling or yearling, but in the event the Foal is not sold prior to November 1 of its yearling yoar,
then the Fee.. in full, shall be due and payable to Three Chimneys Farm not later than November l5 of the Foal's
yearling year. Buyer authorizes and directs the sales company at which the Foal is sold to pay the entire proceeds
from the salc of the Foal to Three Chimneys Farm, and Buyer agrees upon roquest to confirm such authorizatiqn
directly to th': sales company.
4. DISCI.,A}IMER TI{REE CHIMNEYS FARM MAKES NO WARRA}ITIES, EXPRESS OR IMPLIED WITH
RESPECT TO TIIE NOMINATION, INCLUDING BUT NOT LIMITED TO, A}I'Y WARRANTY OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE, ALL OF SUCH WARRANTIES BEING HEREBY DISCLAIMED AND
BLIYER ACC]]PTS THE NOMINATION ON AN ''AS IS'AND ''WITH ALL FAULTS" BASIS.
5' Limitations-on Rele4Fe- from ?aJr4ent of or Befund of Total Fee, The right of Buyer to be released from payment. of
tho Total Fee or to receive a refund thcrcof under Paragraph 3 is specifically conditioned upon the Buyer's covenant (hereby
made) to prevent the following occlurences, any one of which will constitute a default undcr this Agreement and void Buyer s
l9ht to be released ftom paymcnt of, or receive a refund oi the Total Fee and upon the occuucncg of any of the following,
Buyer shall inrmediately pay the Total Fee if not yet due, or if previously paid, no rsfund shall be due to Buyer under any
circumstances: (a) Buyer shall fail to prcsent the Mare for breeding to the Stallion, sell the Mare, breed the Mare to another
stallion, ffansport the Mare to a sales facility or transport the Mare outside the U.S. or Canad4 other than for purposes of
training and racing; (b) Buyer shall fail to pay the Full Feewithin thirty (30) days of the Due Date, or (c) Buyer shall fall to



timely submit the veterinary certificate as required in Paragraph 3.
6. SecuEity Intcresft Ceftificates of R.psistration. In addition to any statutory liens which may exist in favor of Three
Chimneys Firrm to secure payment of the Total Fee, Buyer hereby gants to Three Chimneys Farm a security intcrest inthe
Mare, the in utero and bom offspring of the Mare from the breeding to the Stallion, the Stallion Service Certificate for such
breeding and any other Stallion Service Certificates or Jockey Club Foal Registration Certificates in possession of Three
Chimncys Farm in which Buyer may have an interes{ all other mares owned by the Buyer(s) that were bred to stallions
standing at Ttree Chimneys Farm or under its manag€ment commencing on the earlier of the Due Date or Buyet's default, all
other Thoroul;hbreds sired by stallions standing at Three Chimneys Farm or undor Its management commencing on the
earlier of the Due Date or Buyor's default the products and proceeds thoreof including nsurance proceeds, purscs, breeder
and nominatol' awards {collectively "tJro Collateral"). Buyer hereby consents to the issuance of the Stallion Service Certificate
in the name of Three Chimneys Farm and registration of ttre Foal by Three Chimneys Farm as agenl in the name of Three
Chimneys Farm. Buyer appoints Three Chimneys Farm as its attorney-in-fact to execute financing statements and in the event
the Collateral issubjectto asecurityinterest in,favor of any third pafiy, Buyer agrees to cause such third partyto subordinate
such security :interest to the security i[terest of Three Chimneys Farm h addition to any sums due hereunder, Three Chimneys
Farm shall r(:cover hterest thereon at the rate of 2o/o per month, together with its attorney's fees and costs incurred in
enforcement of its dghts under this Contract. Upon Buyer's default, Three Chimneys Farm shall have the right to take
possession ofany or all ofthe Collateral, to register ownership ofall or part ofthe Collateral with The Jockey Club, by Three
Chimneys Farn as its agent, in the name of Thrce Chimneys Farm and to consigr Collateral for sale at public auction with such
consigning agent as Three Chimneys Farm shall select. Three Chimneys Farm shall also bc ontitled to sell the Collateral in any
other manner permitted by law, and Buyer agreos that sale of any of the Collateral at Keeneland or FasigTipton is per se
commercially reasonable and that Three Chimneys Farm may direct payment of 4ll proceeds from any auction of the Collat€ral
directly to Three Chimneys Farm.
7. Breedins gf, the Mare. Buyer agrees and warrants that the Mare shall be healthy and suitable for breeding upon
presentation fcr breeding and Buyer shall fumish to Three Chimneys Farm a satisfactory veterinary certificate to such effect
along with tha Three Chimneys Farm Breeding Shed Form at the time the Mare is brod. The Mare must also have proper
identification on its halter. Three Chimneys Farm has the right to refuse to permit the Mare to be bred to the Stallion if and
whenn in Three Chimneys Farm's sole and absolute discretion, it believes such breeding would be detrimental to the health of
the Stallion or the Marc or the safety of Three Chimneys Farm's personnel or other persons present at the time of breeding
the Mare. In the event of any such occurence, Buyer shall have the duty to continue to schedule the Mare for breeding to
the Stallion rnless released i n writing from this obligation by Three Chimneys Farm. Buyer agrees to be bound by Three
Chimneys Farm's breeding shed requirements and procedures in effect at the time the Mare is bred to the Stallion. It is further
agreed by Bu'yer that Three Chimneys Farm retains ths absolute right to rofusc to allow the Buyer's Mare to be bred to the
Stallion if, in Three Chimneys Farm 's sole and absolute disctetion, it believes such Mare is not acceptable for breeding to the
Stallion becatrse of sickness, disease, physical impairment or deformity. In the event Three Chimneys Farm refuses to breed
the Mare to t'Jre Stallion for the reasons set forth in tho foregoing sentence, Buyer shall be released ftom obligation for
payment of the Total Fee subject to the remaining terms of this Agreernent. Three Chimneys Farm shall not be liable or
responsible for any accident or injury to, or disease incurred by the Mare. The Buyer shall solely bear the risk of any accident,
injury or loss iu to the Maxe.
8. Rele4s"q-fJrom Agreement Liquidated D_AErgqes. If after the Mare is bred to the Stallion, thc Mare should die or become
unfit or unable to be bred, Buyer shall submit a satisfactory veterinary certificate attesting to this fact within seven (7) days of
such determination by the attending veterinarian. Upon receipt and approval of said certificate, accompanied by the Buyer's
written requer;t to be released from this Agreement Three Chimneys Farm will release the Buyer from this Agreement and
will so notify Buyer. SHOULD THE BTIYER FAIL TO PRESENT THE MARE IN ESTROUS, HEALTHY Al.{D
SUITABLE FOR BREEDING DURING THE BREEDING SEASON, AND/OR FAIL TO PROVIDE A REQUIRED
VETERINARY CERTIFICATE OR MARE INFORMATION FORM, THEREBY PREVENTING BREEDING OF THE
N4ARE OR :IHE MARE IS BRED TO ANOTHER STALLION DURING THE BREEDING SEASON, INCLUDING
FOLLOWINCI A}IY RELEASE OF THE BIIYER UNDER THIS PARAGRAPH, BI-IYER SHALL BE IN BREACH OF TI{IS
AGREEMEN'I AI{D SHALL PAY TO TIIREE CHIMNEYS FARM AS LIQUIDATED DAMAOES A}I AMOUNT EQUAL
TO THE TOTAI FEE, THE PARTIES AGREEING T}IAT THE ACTUAL DAMAGES ARE DIFFICT,ILT TO MEASURE.
SUCH DANL\GES SHALL BE Dl]E AND PAYABLE ON THE EARLIER OF THE DUE DATE OF THE TOTAL FEE
OR THE DATE OFBUYER'SBREACH.
9, Non-Assigtlabler Joint and..Seyeral ObligaJion Execution by Asent Neither this Agreement nor the Nomination
shall be assigned or transferred by Buyer without the prior written consent of Three Chimneys Farm. In the event the
Nomination is purchased by two or more individuals or entitles, or is executed by an Agent for a disclosed or undisclosed
principal, each such entity, hdividual andAgent shall bejointly and severally obligated to all terms of this entire Agreement.
In the event this Agreement i s executed by an Agent on behalfofa Buyer, the undersigned Agent wanants and represents that
Agent shall cc'mplete fulI disclosure to Buyer, inwriting, of the terms of this Agreement and shall obtainthewritten consent of
Buyer to the ::eceipt of any commission paid by Three Chimneys Farm to Agent in connection with this Agreement, prior to
payment of said commission.
10. Stallion Unay4il+.bilitv. Should the StaUion die, be sold, relocated from Cental Kentuclcy, permanently retired from
breeding or b'ecoms unfit for breeding for the remainder ofthe subject brceding season before having been bred to the Mare,
this Agreement shall be null and void and neither party shall have any obligation to the other hereunder.
II. Binding Effect. TI-IIS AGREEMENT SHALL NOT BE BINDING LTNLESS THIS AGREEMENT, SIGNED BY THE



BUYER, HAS|BEENRECETVEDBYTHREE CHIMNEYS FARMWITHINFIFTEEN(I5)DAYSOFTIMDATEFIRSTABOVE
WRITTEN. THIS AGREEMENT SHALL BE BINDTNG UPON TTIE HEIRS, SUCCESSORS AND ASSIGNS OF THREE
CHIMNEYS FARM ANDT}IE BUYER.
12. Jurisd-igiq,n- Venue'and.Co_ntrollins li.arv. The parties agree that this Agreement shall be governed by and
c o n s t r u e d  i n  a c c o r d a n c e  w i t h  t h e  I a w s  o f  t h e  C o m m o n w e a l t h  o f  K e n t u c k y .  T h e  p a r t i e s  h e r e b y
s u b m i t  t h e : m s e l v e s  t o  t h e  e x c l u s i v e  j u r i s d i c t i o n  o f  t h e  W o o d f o r d  C i r c u i t  C o u r t  f o r  r e s o l u t i o n  o f
a t l  d i s p u t e ' s  a r i s i n g  o u t  o f  t h i s  A g r e e m e n t ,  i n c l u d i n g  w i t h o u t  l i m i t a t i o n ,  c o l l e c t i o n  o f  t h e
a m o u n t s  o w e d  b y  B u y e r  h e r e u n d e r .
13. Miscellaneous. This Agreement (I) is subject to any syndication agreement for the Stallion, (ii) constihrtes the entire
agreement belween the parties with respect to the subject matter hereof and replaces all other agreements, whether verbal
or written, (iii) may be executed in counterparts, each of which shall be an original and all ofwhich together shall constitute
one and the s.ame instrumeflt and (iv) may not be amended oxcept in writing, signed by the panies. The parties agree that
facsimile transmissions of this Agreement and signatures thereon shall have the same efect as an original.
14, Time of_the Essence. Time shall be of the essence in the performance of the duties and obligations hereunder.
15. Farm Animal Activitv Liab.ilitv Act. UNDER KENTUCKY LAW, A FARM ANIMAL ACTMTY SPONSO& FARM
ANIMAL PRCFESSIONAL, OR OTTIER PERSON DOES NOT HAVE TFIE DUTY TO ELIMINATE ALL RISKS OF
INJI.IRY OF PARTTCIPATION IN FARM A}IIMAL ACTIVITIES. TI{ERE ARE INT{ER3NT RISKS OF INJTIRY THAT
YOU VOLTN'ITARILY ACCEPT IF YOU PARTICIPATE IN FARM ANIMAL ACTIVITIES.
16. Clerical Errors. In consideration of Three Chimneys Farm providingtheNomination, Buyer agroes, if requested by Three
Chimneys Fam, to fully cooperate and adjust for clerical errors or omissions in ths documsntation associated with the
Nomination if deemed necessary or desirable at the reasonable discretion of Three Chimneys Farm.
17. Deldline for Signine. In order for the Agre ement to be of any effect, it must be executed and retumed by Buyer to Three
Chimneys Farm within ten (10) business days from the date indicated below

IN WITNESS| WHEREOF, the parties hereto have executed this Agreement or caused it to be executed by its duly authorized
agent as ofthc day, rnonth first above written.

THREE CHIMNEYS F'ARMu - - - d ' - - -  - - -

/)a'-?Signature:

Print: David Sorrell ,

Tit le CFO ... .  ._ _. _. _

Phone: ,fr?- 3.f2G
Email orFar<: :ttAJrun rf*4/ro,4. .".t

FARM INC & CWC LLC


