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PROCEEDI NGS

EXECUTI VE DI RECTOR FERM N: Pl ease come to order
This is the regular neeting of the California Horse Racing
Board, on Tuesday, January 23rd, 2007, at Arcadia City Hall
240 West Huntington Drive, Arcadia.

Present at today's neeting are Chairnman Richard
Shapi ro, Vice-Chairman John Harris.

COWM SSI ON CHAI RPERSON SHAPI RO:  He's not here
ri ght now

EXECUTI VE DI RECTOR FERM N: He di sappeared. He
was here earlier, he'll be back

Commi ssi oner John Anerman, Conmi ssioner John
Andreini, Conmm ssioner WIIiam Bi anco, Conmi ssioner Mrie
Moretti, Commi ssioner Jerry Mpss.

We are going to have our closed session
afterwards, so we'll go ahead and proceed with the neeting
i medi ately.

M . Chairman.

COWM SSI ON CHAI RPERSON SHAPI RO:  Thank you. Al
right, John Harris isn't here, so let's get everything done
real fast. Just kidding.

Wel conme to the neeting. The Board invites
comrents fromthe public about itenms on its agenda. It also
invites public conment about itens not on the agenda, but

are related to horse racing, during an open coment peri od.
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In order to assure that each individual who w shes
to cooment will have adequate opportunity to do so, and al so
to assure that the neeting as a whole be conpleted in a
timely manner, so that the individuals wi shing to comment on
multiple matters will not be required to stay for an
unreasonable length of time, | will strictly enforce a five-
mnute tine limt for each person wi shing to speak on any
agenda item

The goal of this rule is to assure that each
person's right to make their views known is not disrupted by
anot her person's conduct. |In order to expedite the coment
process, there is a public comment sign-in sheet for each
agenda item on which public conment will be taken, as wel
as a sheet for coment about anything related to horse
racing that is not on the agenda.

If Jackie will please say where those are? She's
going to get them They will be nade available at the
podi um

Just prior to our discussion, please print your
nanme | egibly, so that | do not mangle it. Just prior to our
di scussion of the item the conment sheet will be brought to
me. After initial statements fromstaff and interested
parties, | will ask for public comment. When | call your
nanme, please cone to the podiumto speak. | will let you

know when your tine has comrenced, when there is one m nute
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| eft, and when your tinme is up.

When your time is up, you will be expected to
return to your seat so that | may call the next person
waiting to the podium

VWhen all the nanes have been called, | will ask if
anyone el se has a coment on the agenda item who has not
al ready spoken. At that point, the Board will not take any
further comrent on an item unless the Board has specific
guestions it w shes addressed.

In the interest of tine and fairness to those
wi shing to speak, repetitious statenents are not desirable.
Thus, if a particular point has previously been made, please
sinply state that you agree with the prior speaker.

Further, statenents that are off the point of the
agenda item or which address another subject itemw | not
be permitted. If time is up, | will ask the speaker to take
his or her seat. |If it appears that the speaker is
repeati ng what has previously been stated, | will ask that
speaker if he or she has any additional comment to nmake. |If
not, I will ask the speaker to all ow the next speaker to
come to the podium irrespective of the tinme renaining,
unl ess a Board nenber indicates that he or she still w shes
to hear from the individual.

If it appears that a speaker is not speaking to

the agenda item or is speaking to another agenda item |
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wi |l ask that speaker to please return to his or her seat
and address his or her comments at the appropriate tineg,
either on that specific itemor at public coment.

Al right, with that | wel come everybody to our
first neeting of the year, and | woul d hope we have a very
productive year.

The first itemon our agenda is approval of the
m nutes of the regular neeting of Cctober 26th, 2006.

Does anybody have any comrents, changes to the
m nutes fromthat neeting?

There being none, 1'll entertain a notion to
approve the m nutes.

COW SSI ONER AMERMAN:  So nove

COW SSI ON CHAI RPERSON SHAPI RC: Second?

COWM SSI ONER MORETTI :  Seconded.

COWM SSI ON CHAI RPERSON SHAPI RO Seconded. All in

favor?

(Ayes.)

COW SSI ON CHAI RPERSON SHAPI RO The next neeting
woul d be the approval of the mnutes for the -- the next

agenda itemis approval of the mnutes for the regul ar
meeti ng of Novenber 27th, 2006. | believe that | did
receive an e-mail from M. Rick English, I'"mnot sure who he
was speaking on behalf of. He nade comments with respect to

Magna Entertai nnent Corp., he requests that his comments be

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

entered into the minutes. And, therefore, | would ask that
staff incorporate his comments.

Are there any other changes --

MR, ENGLISH. M. Chair?

COW SSI ON CHAI RPERSON SHAPIRO:  If you'll step to
the podi um please.

MR, ENGLISH. |I'mRick English, I"'ma CPA. | just
want to conment that ny comments were made at the Cctober
26t h meeting, not the Novenber 27th one.

COW SSI ON CHAI RPERSON SHAPIRO:  Ch, |'m sorry.
stand corrected. We'IIl incorporate his comments into -- the
wrong neeting. |In the Cctober 26th neeting, if staff wll
go back and |l ook at the transcript, appreciate that.

Are there any ot her changes, comrents to the
m nutes fromthe Novenber 27th neeting?

If there are none, |I'Il entertain a notion

COWM SSI ONER MORETT!:  So npved.

COWM SSI ON CHAI RPERSON SHAPI RO:  Moved. Second?

COW SSI ONER AMERMAN:  Second.

COWM SSI ON CHAI RPERSON SHAPI RO.  Ckay, it is
approved.

COW SSI ONER HARRI'S: By the way, everyone, |
guess, knows that these are on our website, and also the
transcripts, which is a lengthy thing. But they're al

there, so anyone who wants to go back and | ook at sonething,
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it's there.

COWM SSI ON CHAI RPERSON SHAPI RO: |t em number
three, report by representatives of Magna Entertai nment
Corp. on the progress of the redevel opnent of the barn area
at Santa Anita Race Track.

As you'll recall, when we heard this matter we
asked for an update at this neeting, and |'mglad to see M.
Dimarco is at the podium wlling to give us an update.

MR. DI MARCO. M. Chairman and Conmi ssioners, |'m
Frank Di marco, for Los Angeles Turf Club, Incorporated.

As you know fromthe |ast neeting, the Nationa
Regi ster nom nation for the Santa Anita Park Historic
District lists 37 stable buildings as what they cal
contributing buildings to the official historic designation.
Transl ated, what that neans is before we can undertake the
denolition and rebuilding we have to conply with the
regul ati ons i nposed by virtue of that historica
desi gnati on.

To get that acconplished we have engaged a well -
known historic district expert in the field, that's Panel a
O Connor, with the firmof Kaplan, Chin and Kaplan, in Santa
Moni ca, to advise us on how we can undertake the buil ding
program under the limtations inposed by the historic
designation. She's now working on that plan

In the nmeantinme, in preparation for the actua
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construction, we've obtained two bids, fromtwo construction
conpani es, NMD Enterprises of Ontario, California, and Bl ue
Ri bbon Manufacturing of Los Angel es, one of which will be
engaged to do the work once the approval s have been
obt ai ned. A reasonable estimte of when all this can
happen, | would say is 60 days. At this time that's about
all | can tell you. W' Il be happy to keep you updated.

COWM SSI ON CHAI RPERSON SHAPI RO.  Thank you,

M . Di mar co.

Okay, does anybody el se have any coment, on the
Board, on this matter?

' m assunming that you're using posthaste attention
to this to get this done, and keep us on track, and you do
recall when the Board dealt with the race dates for 2007
what the Board's feelings were in terns of getting this
acconpl i shed by the end of the year.

MR. DIMARCO. |I'mwell mndful of the limtation.

COWM SSI ON CHAI RPERSON SHAPI RO Thank you.

MR, DI MARCO  Thank you, sir.

COWM SSI ON CHAI RPERSON SHAPI RO The next item on
the agenda is discussion/action by the Board on the
application to conduct a horse race neeting of the Bay
Meadows Raci ng Associ ation, at Bay Meadows, conmmenci ng
February 14th, 2007 through April 22nd, 2007.

Jacki e?
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STAFF SERVI CES MANAGER WAGNER: Jacki e \Wagner
CHRB staff.

The Bay Meadows Raci ng Association has filed their
application to conduct a thoroughbred horse racing neeting.
They are proposing to run from February the 14th through
April the 22nd, or 50 days. They are proposing to race a
total of 430 race or 8.6 races per day.

They did not conduct racing during this time frane
| ast year.

The race dates proposed are the dates that the
Board has al | ocat ed.

They will be racing five days per week, Wednesday
t hrough Sunday, with eight races weekdays or nine and ten
races on weekends, holidays, and days of special interest.

They're proposing a first post tine of 12:45 p.m,
with a 7:00 p.m post on Fridays, March the 16th, Mrch
23rd, the 30th, April 13th, and April 20th.

The ADW providers for this racing association are
TVG Xpressbet, and Youbet.

At the time this analysis was prepared, Bay
Meadows was in negotiations with TOC on their Horseman's
agreenent. | am pleased to report that that agreenment has
been signed and CHRB has received a copy of that agreenent.

In light of that, staff would recomend that the

Board adopt the application as presented.
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And there are representatives here, in case you
have questi ons.

COWM SSI ON CHAI RPERSON SHAPI RO.  Thank you. | see
that Ms. Thurman and M. Ziegler are sitting there. | do
want to know, is there any agreement with any party that
coul d possibly obstruct your opening with all of the
si mul cast ADW partners that you have? 1s everything in
order?

The reason |I'masking this is that we have seen
before, right before the beginning of certain race neets,
unfortunately, that there's sone agreenent or sonething
that's in dispute that jeopardizes the possibility of the
ADW wager i ng taking place.

From your perspective, is everything in order?

MS. THURMAN. This is Bernie Thurman. To ny
know edge, everything's in order

COWM SSI ON CHAI RPERSON SHAPI RO:  Okay.

M5. THURMAN: | don't have a crystal ball and
t hi ngs do happen, but | ooking today, things |ook good.

COWM SSI ON CHAI RPERSON SHAPI RO Ckay, and |'m
going to assune fromthat -- |1'd like to hear, also, from
TOC, CTT, or anybody else if there's any outstanding
agreenent of any sort that could cause a |last-minute hitch
before this neeting gets started.

If there is anybody that has any issue that could
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10
possibly affect the opening, | would ask that they cone
forward.

Okay. Your Horseman's agreenent is conplete?

MS. THURMAN: It is.

COW SSI ON CHAI RPERSON SHAPIRO:  All right. |1
haven't seen a copy of it. And I believe, and | know t hat
we did exchange -- or | sent you an e-mail and what 1'd |ike
to talk about is to find out how can we get those agreenents
done in a tinely basis, so that we, as Conm ssioners, can
see those agreenents? | still haven't seen it.

COW SSI ONER HARRI' S:  Yeah, | did get it after a
| ot of kicking and screaming. But it's just ridiculous that
the tracks and the Horsemen can't get together and get this
done. And this one is sort of water under bridge, we do
have it. But going forward --

COW SSI ON CHAI RPERSON SHAPI RO: Wl |, you have

COW SSI ONER HARRI'S:  Wel I, | assune that --
there's also sort of a tendency on people to send sonething
to one person, and we are a Board. |f you send sonmething to
one person, send it to the whol e Board.

M5. THURMAN. | e-mailed it to the entire Board
t he agreenent, on Saturday norning.

COW SSI ONER HARRI'S:  Wel |, Richard's pretty good

on his e-mails.
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COW SSI ONER AMERMAN: | got mi ne.

COWM SSI ON CHAI RPERSON SHAPI RO.  You di d?

COWM SSI ONER MORETTI: | got mine.

COW SSI ON CHAI RPERSON SHAPI RO. Al right. Well,
maybe it went into ny spamfile.

MS. THURMAN. And perhaps | need to get sone new
e-mai | addresses.

COWM SSI ON CHAI RPERSON SHAPI RO: Maybe it got

spamed, but | need to get it. Oh, great. Well, now | have
it. I'll read it and just make everyone wait.
MS5. THURMAN: | could add that this nmeet was sort

of an anomaly because there was a short tinme frame between
the close of our winter neet, or our fall neet, and the open
of our winter neet. And to do the projection of purses we
need to know what the carryover fromthe prior neet will be,
and we didn't know that until the |ast week of December. So
it made it very short for us to put this together.

In the future, Drew and | have tal ked about
starting nmeetings, you know, three nonths in advance, well
i n advance.

COW SSI ONER HARRI'S:  Yeah, | think the is, what
the problemis sonetinmes is an inpasse, because you don't
agree on sonething, and I think we need a procedure where
that goes to sone Board arbitration. |f you can't agree on,

you know, how many horses are in a stake, or what the first
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post is, or sone darn thing, you say, |ook, we can't agree
and we'll go to a binding arbitration.

Usual Iy, when you're forced to binding
arbitration, the parties say, well, 1'd rather figure it out
bet ween us than have these idiots do it.

MR, COUTO  Drew Couto on behal f of Thoroughbred
Owners of California.

Qur contracts have always required that we receive
the purse schedul es and the projections on revenues 90 days
in advance. And this year, | have to agree with Bernie, it
was very difficult for our track partners because the dates
were allocated so | ate and she had a short period of tine
between the close of the Bay Meadows meet and the begi nning
or the time to submit this application

So we received it on the 2nd, the information on
the 2nd and, as you know, we have a vol unteer board and we
have to get themtogether on that conmrittee. W did so
within two weeks. Sat down with Bay Meadows, resolved it in
about an hour, all the issues at that point.

And, yeah, | guess one |ingering one that took
perm ssion from above, but we take care of it pretty well

The process, ny understanding in the past is
whenever there's a dispute or an issue that can't be
resolved, it has always been referred to the Pari-Mitue

Licensing Cormittee for resolution there. And so that's
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what, at |east we've been operating under, the belief that
if it can't be resolved that way, it goes to the commttee.

But, hopefully, we'll nmove this out further, we'l
get it at the 60-, 9-day mark and we shoul d have everything
into you at the tinme the application is submtted.

COW SSI ON CHAI RPERSON SHAPI RO:  And what about
the agreenment with CTT, don't you al so have to have an
agreenent with CTT?

M5. THURMAN:. Correct.

COWM SSI ON CHAI RPERSON SHAPI RO:  COkay.

MS. THURMAN. The verbiage is pretty nmuch the sane
as the TOC contract, but you don't have to stipulate the
purse structure and the stakes structure for the CTT.

COW SSI ON CHAI RPERSON SHAPI RO:  Ckay. | think we
ought to get a copy of that agreement, too. And
understand, we've just seen too nmany tinmes, before your
openi ng of the Hollywood Park neeting, | think it was in the
sumrer | ast year, you know, there was sonme form of dispute
that went on, and |I'm not placing blame on any party here.
But that it was right before it opened there was a big
i ssue.

Then a year ago, in Decenber, we had an issue that
was also a big issue, right before the opening of your Bay
Meadows neeting, | think it was.

This year, before the opening of Santa Anita,
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spent New Year's Eve Day trying to work out a dispute
between two parties, of which you weren't part of that,
ei t her of you.

And so what |'m so focused on is that we think
t hat when we approve these |license applications everything' s
in place, and trying to get to the point where we aren't
| earning, well, you approved this, but you didn't approve
t hat .

MR. COUTO  Yeah, each of the occasions you're
referring to were ADWissues. And they're not necessarily
part of this contract, but separate under the Interstate
Hor se Raci ng Act.

What we -- just the process, and | guess we need
to work with all our track partners, but we receive the
purse data, and the stakes schedul es, and the overni ght
schedul es in advance. \What al ways cones to us at the very
| ast m nute and, honestly, I'mnot -- I'"'mnot sure if we've
conpleted it yet, are the out-of-state sinulcast
arrangenents and some of the ADW The ADW | believe, is
all taken care of for the year. Fingers crossed, unless
some other issue conmes up. The hub fees are set. W know
what the host rates are, we shouldn't have anynore problens
t here.

The sinmul cast, again, happens usually the week

before the neet opens. | don't know why that is, but that's
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when we receive, usually, sone of the nunbers.

COWM SSI ON CHAI RPERSON SHAPI RO Wel |, that's what

COW SSI ONER HARRI'S:  Well, that's what we don't
want to have happen.

COWM SSI ON CHAI RPERSON SHAPI RO:  That was the
problemthis year and there was an i npasse between | believe
it was Youbet and Magna --

MR. COUTOG. That's not a sinulcast deal, that's an
ADW arrangenment. The sinulcast are different.

COWM SSI ON CHAI RPERSON SHAPI RO | didn't nean
si nul cast .

MR, COUTO Are different, yeah.

COW SSI ON CHAI RPERSON SHAPI RO:  Ri ght, okay.

COW SSI ONER HARRI'S:  But does the |icense
agreenent includes their ADWdeal s.

COWM SSI ON CHAI RPERSON SHAPI RO.  Correct .

MR. COUTO It should include an exhibit. The
practice has been, for many, many years, and this is where
we need to -- | think you're highlighting a good point, this
is where we need to work with our track partners, that we
get the information further out than the week before the
meet starts.

To my know edge, we haven't had any problens

related to sinulcast in years. |It's just, | think, the pace
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at which the tracks typically work on that sinulcast
program But we haven't had any sinulcast issues, that |I'm
aware of, in years.

COWM SSI ON CHAI RPERSON SHAPI RO All right. But
what | would like, and unless ny fell ow Conm ssioners fee
differently, is | would |ike to see that as part of our
application we have sone way of checking off that there are
no potential issues that are going to disrupt the openi ng of
this race neeting at the time we hear this application

And | understand that that neans going out further
and it nmay be nore difficult for you to project purses and
things like that, but as long as we know that there's a
commtnment to resolve it between yourselves that will not
j eopardi ze the nmeeting, and the public, and the Horsenen, 1|,
personal |y, am okay with it

But what |'m not okay with is that the day before
the race neeting we don't know if a particular ADW
provider's going to be taking a signal and it could, you
know, di sadvantage a | arge sector of people that are
counting on it. And it's unfair to put us in that position
and the public in that position.

MR, COUTO Well, we agree, but | think the
i ncident you're referring to, before the opening of the
Santa Anita neet, didn't involve the Horsenen in any way,

shape, or form That was between two ADW provi ders.
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COW SSI ON CHAI RPERSON SHAPI RO: | ' m tal ki ng about
the Horsenmen, this is not limted to just the Horsemen. |
guess I'mtrying to find a way that's incunbent upon the
track. When we get these applications, that we're
approving, | think I'mapproving it and it's done, and |
woul d think that's what everybody el se believes here.

COWM SSI ONER AMERMAN:  Ri ght .

COWM SSI ON CHAI RPERSON SHAPI RO:  So | think we
have to work to get this done nore timely.

MR COUTO. W agree.

COWM SSI ON CHAI RPERSON SHAPI RO:  GOkay. In the
purse program conpari sons that we have, in our book it says
that you not race a prior period at the sanme tinme, and |
understand that. Did you race the sane period the year
before that?

MS. THURMAN. Not exactly the sane. |1'd like to
sort of describe the process that | --

COWM SSI ON CHAI RPERSON SHAPI RO:  Great .

MS. THURMAN. | start with a clean piece of paper,
cl ean spreadsheet, and | estinmate what the ontrack I TW out-
of -state, and ADWhandle will be on a day-by-day basis,
factoring in current trends, past results, and what kind of
mar keting we're going to do for a particular day.

I know what kind of ratios that we're going to

| ook at. You know, | know the ontrack is going to be 35
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percent of Northern California. So | put in all these
nunbers, | do reasonabl eness checks, based on past results,
and then | apply the purse percentages, which change
depending on the timefrane of the tinme of the year that
you're running. | know that sounds odd, but it does.

If you run in May and June, you're inporting nore
and your purse percent nmay be different because of the out-
of -state take out versus what happens in Decenber or
January, where you have nore |ive. Okay, so you apply al
those percentages and cone out to a result.

Then you | ook at what you did in the past just to
see if you've got sort of a pretty reasonabl e nunber.

On the other wide, WIlson Shirley, for TOC, does a
sim lar projection, absolutely independent of what | do, and
we kind of conpare and contrast and see if we're on the sane
page.

So it's a pretty detailed analysis and | don't
say, oh, it's going to be five percent up or two percent
down, | do it day by day.

COW SSI ONER HARRI'S:  But at one point in the
north I thought there was sone pool ed concept on purses when
Magna owned both tracks. But under today's world, you're
not doi ng that anynore?

MS. THURMAN. As far as keeping them --

COW SSI ONER HARRI'S: The purses the sane.
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MS. THURMAN. We do the spring or the winter
spring, fall and put themall together for Bay Meadows,

Gol den Gate does the same thing, in order to equalize purses
between the spring and the fall

COW SSI ONER HARRI S:  But Bay Meadows' purses are
stand al one --

M5. THURMAN: Correct.

COW SSI ONER HARRI'S:  -- and Gol den Gate are stand
al one.

MS. THURMAN. Right. But we have an agreenent
with TOC to carry over purses fromthe spring neet to the
fall meet, because you generate nore in the spring than you
do in the fall

So when | do a budget, you know, |'m not just
| ooki ng at one 50-day neet, |'mlooking at 102 days for the
year and trying to spread everything out evenly.

COWM SSI ON CHAI RPERSON SHAPIRO.  So if you're
doing that here, then, it really doesn't matter about these
50 days, with the rational you've just -- the nethodol ogy
you' ve said, the truth is you're | ooking at a year and then
you' re sayi ng, okay, we generate nore at one tinme of the
year than we do at another tine of the year, and we're going
to suppl enent the weaker period fromthe stronger period, so
that you equalize the purses over the period of which you

race within a year; correct?
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MS. THURMAN. That's the goal

COWM SSI ON CHAI RPERSON SHAPI RO Okay. So with
that --

MS. THURMAN:. So what you have to do is tweak as
you go al ong.

COWM SSI ON CHAI RPERSON SHAPI RO:  Ckay.

MS. THURMAN. So you know what type of races are
going to run in the spring neet. You know, you're going to
have two-year-olds for two furlongs, you' re not going to
have those in the fall neet.

So you estinmate the nunber of all the different
types of races that you're going to run and you lay in an
estimated purse level. You know, your maiden eights are
going to run for 8,000, let's say. You multiply it all out
and hope that it comes to a budgeted number. It's
conpl i cat ed.

COWM SSI ON CHAI RPERSON SHAPI RO: Okay. So with
all that, turning to the guy to your right and what do you
factor in there, what are you guys |ooking at for 2007 in
terms of where you see the business at Bay Meadows from your
race neetings?

MS. THURMAN. We have days that we think we're

going to do very, very well. For instance, the El Cani no
derby we're generating -- or we're assumng we're going to
generate a mllion three ontrack, versus 900,000 | ast year
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during the corporate tine.

COW SSI ON CHAI RPERSON SHAPI RO And | appreciate
that. But overall, you know, what efforts -- I'mtrying to
gi ve you a segue here.

M5. THURMAN: | know.

COWM SSI ON CHAI RPERSON SHAPI RO:  Ckay.

MS. THURMAN. | know. The pressure's on.

COWM SSI ON CHAI RPERSON SHAPI RO: Can you tell us
what your plans are and are you projecting a 15, a 20
percent increase for the year? W'd kind of like to get an
i dea, no pressure.

MR. ZIEGLER: | don't know the answer. M ke
Ziegler, fromBay Meadows. | don't know the answer to the
ontrack handl e side of the answer. But | hope each of you
got a marketing plan that | forwarded over the weekend, and
you probably haven't had a chance to read it, but towards
the back end of it there is a projection for ontrack
attendance, as conpared to the conp days from |l ast year
showi ng us about 30 percent up conpared to the sane
timeframe.

COW SSI ONER MORETTI: | did have a chance to read
it and | did appreciate, actually, the way that you
stipul ated day by day and then the --

MR, ZIEGLER. So sone of the days, and a lot of it

has to do with the fact that we run Friday nights, and they
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weren't run in the tine period | ast year, and those days
will get three tines as nmuch attendance as a Friday day, and
that skews it pretty trenendously.

But backi ng out even the Friday nights, it's about
a 20 percent increase over the year prior

So | think it's pretty anbitious and we are
i mpl ementing sone progranms that are going to augnent what
we' ve done in the past to help get us to that nunber of 30
percent.

And if you look at our prior neet, the fall neet
on a conp day basis conpared to the year prior, we were up
about 37 percent. And | know it's hard to conpare apples
and oranges on one side of the Bay to the other, but that's
what we | ook at on a day-to-day basis to know how we're
doi ng.

COW SSI ONER HARRI'S:  Well, | think it is good
that they are using the services of all the ADW providers
that are licensed, TVG Youbet, and Xpressbet, and it would
be good for us to look at your results by virtue of doing
that, versus results of people that are limting it, just to
see how that inpacts handle.

But another issue on the wagering conmringling, is
there sone -- what kind of due diligence is done to be
assured that these different sites, that are sending

in -- you're sending the signal to and they're sending the
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no -- because we've got a lot of -- there's no possibility
of past-posting going on?

MS. THURMAN. Oh, you're tal king about --

COW SSI ON CHAI RPERSON SHAPI RO: DSPMOs.

MS. THURMAN. Well, if you're tal king about what
we do in order to do business with them we |ook at --

COW SSI ONER HARRI' S:  Yeah

M5. THURMAN: -- we see are they licensed in the
jurisdiction in which they operate, where is their hub, is
it in Oregon, you know, what have you. W ask themto
stipulate that they not take wagers from California
residents. W ask themto provide some sort of financia
background check, if you will. W ask them for copies of
the applications that they make for their patrons to be
involved in them as a business.

And as far as past-posting s concerned, you know,
we're relying upon the tote system for that.

COW SSI ONER HARRI'S:  But, | nean, you feel good
about that?

MS. THURMAN.  Yeah, | do.

COWM SSI ONER HARRI'S:  Because | nean the thing is
we've got -- you know, | was | ooking at the list on here,
it's pretty extensive. You've got a |lot of hubs that have

ot her hubs that are subsidiaries of theirs and | think we
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just need to be sure that we're not taking wagers from
sonmebody that doesn't have a good tote system

MS. THURMAN. Right. The only change that we have
in the interstate wagering group is Canada is conming in
comm ngl ed, as opposed to separate pulling before, and we're
pretty famliar with the CPMA

COW SSI ONER HARRI'S:  But is Miine, because Mine
was one of the ones that was always kind of suspect, are
they on your list sonewhere?

MS. THURMAN. Yeah, it's the same group that we've
been dealing with year after year

COWM SSI ON CHAI RPERSON SHAPI RO I n the event of a
hi gh TCO2, your protection barn will be handled in the sane
way that it's been handled in prior years?

M5. THURMAN: Barn one.

COWM SSI ON CHAI RPERSON SHAPI ROC  Okay. All right,
does anybody have any other questions about this
application?

COW SSI ONER AMERMAN: | did receive, M. Ziegler,
your marketing plan, and |I thought it was very conprehensive
and well done, and | dropped you a note to that effect.

The plans clearly are pronotional oriented, even
when you have the nedia included in it. You know, it hypes
the pronotional days on radio, and print, and television. |

was just thinking that in the future we really do have to
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reach out to new people on the peninsula, and in San
Franci sco, and the East Bay, and |I'm not sure that totally
putting all of our nopney against the pronotional aspects is
going to reach out to new people. You're talking to the
custoners that are walking in now, and we all know that
those nunbers are kind of falling off because people are
getting ol der, and ol der, and ol der

| recognize that you do have sone youth days,
particularly on Friday night, but |I would urge you to give
some nore thought to that, just as to how you can reach out
to the coomunity. Because it is a hotbed of young people on
t he peninsula, and over in the East Bay, and | don't think
we're reaching themvery well

MR ZIEGLER. Well, our prime attraction strategy
is the Friday night racing, and I would urge all of you at
one point or another to get to Bay Meadows on a Friday night
because it's actually what keeps us going on the managenent
si de, because we wal k through there and the crowd is about
6,000 full of young people. | feel old those nights. And
it's pretty reassuring to know that we're working towards
the future on those nights.

COWM SSI ONER AMERMAN: | appreciate that and
woul d love to join you on a Friday night. But what | always
believe in is you can go one step further and | urge you to

do that, give sone thinking to it.
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COW SSI ON CHAI RPERSON SHAPI RO. Anybody el se have
any other coments? |If not, I'll entertain a notion to
approve this application.

COW SSI ONER AMERMAN:  So noved.

COW SSI ON CHAI RPERSON SHAPI RO:  Second?

COW SSI ONER MORETTI:  Second.

COWM SSI ON CHAI RPERSON SHAPI RO: Second.  All in
favor?

(Ayes.)

COW SSI ON CHAI RPERSON SHAPI RO: Good | uck and
good racing.

Al right, the next itemon our agenda is a report
by the racing associations on the progress of the selection
of a totalizator provider for California race tracks.

We've heard for a very long tine that new tote
technol ogy would be conmng to California and we've been
waiting with baited breath. And M. Korby, | expect you're
going to tell us about it.

MR. KORBY: | will.

COWM SSI ON CHAI RPERSON SHAPI RO:  Good.

MR, KORBY: |'m happy to be here to report on our
progress. Chris Korby, representing California Authority of
Racing Fairs. And in this case, speaking as a
representative of the California Totalizator Wirking G oup,

which is a group that the industry put together to help
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gui de the bidding and sel ection process for a new tote
contract.

COWM SSI ON CHAI RPERSON SHAPI RO And who was on
that? | nean, was it all race track owners or who -- what
was the makeup of that committee?

MR, KORBY: It was a nmix of nmutuel mmnagers, front
I i ne managers, racing executives, technical people, a
representative from Scott Wnk was one of the nenbers, and
we pulled in a technical consultant to assist is in some of
the nore technical matters. As a matter of fact, he's here
today to answer any questions that may be of a technica
nature, that you m ght have.

Alittle bit over a year ago the industry cane
t oget her and convened this working group to oversee the
sel ection process for a provider for statewide tote
services. As | say, nenbers of this group included racing
executives, mutuel managers, technical people, and a good
spectrum of parties who would be able to eval uate, prepare
an RFP, and eval uate proposals that cane in.

In March of last year this group decided that it
would initiate a formal bidding process by issuing a request
for proposals to any interested parties that nmight wish to
bid on the California contract.

The objective of this bidding process was to

secure tote services for California that net the highest
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standards of quality, efficiency, and integrity, operating
at current state of the art, and capable of integrating
antici pated energi ng and future devel opnents.

The wor ki ng group began preparation of an RFP in
the springtinme. The group was dedicated to the principle
that a conprehensive and thorough technical specifications,
coupled with a well-defined bidding protocol could result in
conpetitive bids structured so as to facilitate conparison
review, and evaluation. 1In other words, we wanted proposals
that were apples to apples every step of the way.

That group net frequently through the spring and
sumrer to work through the RFP preparation, which | can tel
you was a |long and arduous process because the technica
specifications are conplicated, the scope of work is very
large. California is, geographically, probably the |argest
jurisdiction with a single tote system And in terns of the
scal e of operation, it's on a par with very few others in
the U. S

On Septenber 4th the group i ssued an 83-page
request for proposals. |'ve given copies to the staff if
you wish to review that for your reference

In response to those requests for proposals, three
bi dders submitted proposals on or before the QOctober
deadl ine. Each of those bidders al so nade an ora

presentation to supplenment their witten subm ssions.
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The wor ki ng group has revi ewed and eval uated each
proposal in detail. The evaluations included inspections of
exi sting or proposed facilities, along with detailed follow
up technical questions for each bidder

After extensive review and eval uati on, we nmade a
recomendati on to the boards of directors of "Not Wnk" and
Scott Wnk. Those bodi es have voted on those
recommendati ons and we're pleased to announce that the
industry is going to award the tote contract to Scientific
Ganes Racing for the next contract cycle.

That award envisions and entirely new tote system
a new state-of-the-art tote system Anong other things it
will incorporate a new state-of-the-art data processing
center that Scientific Games has built in Sacranento. That
will be one of two regional centers, each of which can act
in redundancy to the other, that they will operate, one on

t he west coast and one on the east coast.

The systemw Il involve all new term nals
t hroughout the State. This systemw |l reflect a high |leve
of security, reliability and redundancy. It will include a

new | ook of fan-friendly graphics and a substantially
upgraded | ook to the tote boards.

It will also include a new | evel of accommpdati on
for new technology and third-party equipnent. If we see

sonmething out in the market that is not furnished by the
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tote conmpany, they are required, under the specifications
that we wote into the RFP, to be able to acconmpdate that
into the system

So we envision things |ike wreless handheld
termnals, tablet PCs, things of that nature.

As | said, | have here folks from Scientific
Ganes, who will be willing to answer any foll ow up
guesti ons.

I would just like to add, in closing, that | think
this process that we've been through is a nmodel for how the
raci ng i ndustry can come together and attack a chal |l engi ng
task and carry it through well

COWM SSI ON CHAI RPERSON SHAPI RO:  Is this the "Bet
Jet Machine,"” is that what this is, that we saw a year or so
ago, is that --

MR. KORBY: That's one of the terminals.

COWM SSI ON CHAI RPERSON SHAPI RO.  Okay, is that the
termnal that we're getting in California, that you're
proposing that will be installed in --

MR. KORBY: There will be several terminals as
part of the system And maybe, if | can get Terry
McW I liams, from Scientific Ganes to come up here?

COW SSI ON CHAI RPERSON SHAPI RO.  That woul d be
wonderful . But when will those machines be installed in

California, and where will it start, and how soon, and are
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the country?

MR, KORBY: There are sonme in operation in

California. They are being deployed at other tracks ar
the country. Qur schedule for inplenentation calls for
phased i npl enentation that begins in late summer of th
year and is conpleted by the end of Septenber

COWM SSI ON CHAI RPERSON SHAPI RO:  Okay.

MR. GOVES: Hi, ny nane is Joe. I'malittle
under the weather, but 1'll do nmy best here.

My nane is Joe Gones, |'m an independent

contractor that was hired by Scott Wnk and North W nk
part of the RFP selection process.

But to answer a couple of your questions on t
Bet Jet, it is sonewhat the new Bet Jet, but it's being
renmol ded, and reshaped, and redesi gned for our specs fo
California.

The delivery process is -- well, it's going t
to production sonetine in July, from Scientific Ganes,
probably be inplenented, installed, and up and running
m d- August, and a full conpl ement by the begi nning of
Sept ember of the new, existing contract.

COWM SSI ON CHAI RPERSON SHAPI RO So your not
to install this before the end of your -- doesn't your

exi sting contract expire in Septenmber of '07?
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MR, GOMES: VYes, it does. We'Ill have a phase-in
starting in late July, of the newternmnals. And then prior
to start-up of Santa Anita, all sites should be operational
within the termnals, the new Bet Jet, or the new designed
termnals for California.

We are planning on doing a phase-in of the new
system sonetine after the Derby. W' |l have to decide, as a
conmittee, who will be the first site to go online with the
first systemup in Sacranmento. Wen we feel it's ready to
do that, we will notify the Board and go forward with that.

COW SSI ON CHAI RPERSON SHAPI RO And | heard M.
Korby tal k about wireless. Does that nean that those of us
that carry a PDA, a Blackberry, whatever it's called, wll
those interface with this systen?

MR, GOMES: |In the RFP, we have requested the tote
provi der to provide sonme wireless devices, such as PDAs, and
what have you. And yes, at sonme point in tine | believe the
Scientific Games will be able to do something, software
wise, to interface the existent hand-held device that you
have through sone nmechanism as you sign up and cone to the
track to use your device. But that's down the road a little
bit as technol ogy noves forward, as far as --

COW SSI ON CHAI RPERSON SHAPI RC: Well, | know
that -- |'ve seen where optiglass, and there is technol ogy

that's out there, and | believe it interfaces with -- |
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nmean, it was -- there was sonme experinent, | think on your
equi pnent, with optiglass, and | think United Tote had one.
How far away are you from having that?

MR, GOMES: | don't think it's -- it's not very
far away, but there's sonme regul atory issues that have to be
addressed, like if you cone into a track with your phone, or
your Bl ackberry, and you get assigned an |P address, that
you cannot go out in the parking ot or you go across the
street and still nake wagers fromthat phone.

So there are sonme issues. And even though it's
not a technical issue, there are sone issues that need to be
addressed when you get to that next phase of the wirel ess
formof betting at a race track

COW SSI ON CHAI RPERSON SHAPIRC:  And is there the
technol ogy where, for those people that sit in a box seat,
or at a table, and let's say they're watching it at a Turf
Club, is it possible that they woul d have sonme form of a
term nal where they' re not having to get up and go to a
wi ndow and - -

MR, GOMES: Yes.

COWM SSI ON CHAI RPERSON SHAPI RO And is that
contenplated in this systenf

MR GOMES: VYes. |It's in the RFP, we requested X
anount of machines that will allow you to do that based on

the nunbers, you know, we tal ked about in the RFP. But
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that's all in the RFP and it's --

COW SSI ON CHAI RPERSON SHAPI RO And that woul d be
avail abl e in Septenber?

MR, GOMES: Yes.

COW SSI ON CHAI RPERSON SHAPI RO And that's not
sonmet hing that needs to be devel oped, it's devel oped.

MR, GOMES: |It's devel oped. But, you know, we
requested X anount. And use a number, 200, and that has to
be provi ded between the organizations in California, so the
nunmber is not infinite. [It's not an infinite nunber as far
as the vendor supplying those types of term nals.

COWM SSI ON CHAI RPERSON SHAPI RO: But let's say
sonebody that goes to the race track a lot, and he says,
gee, | want to have one every day, would he have the
capacity to either rent one or --

MR. GOMES: | would think he can make that
arrangenent with the organi zati on, of having an assigned PDA
to that person, yes. | nmean, technically you can, but it
woul d have to be, you know, in-house rules, or whatever
rul es you seem necessary to do that, so that that person
cannot, like | said, be sitting at home maki ng wagers on an
account -- you know, on an account that he opens up at a
race track.

COW SSI ONER HARRI' S:  What woul d be wong with

t hat ?

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

35

MR, GOMES: Well, there's nothing wong with that
as long as -- | nean, that's where the --

COW SSI ONER HARRI'S:  Well, he could do it on his
ADW account. | mean, it's not against the |law to bet at
home. Maybe the track would need to be a |icensed ADW
provi der or sonething.

MR, GOMES: Yeah, technically, a person cones to a
track, opens up an account, get a PDA from Santa Anita, and
have at it, if you like.

MR, KORBY: And M. Harris, that is a possibility
under this contract.

COWM SSI ON CHAI RPERSON SHAPI RO Over the | ast
year we've had a few technical problens where the systenis
gone down, there were a couple, and | don't renmenber off the
top. WII these new machines, and the new hub that's in
Sacranmento, and |'mnot sure if it's called a hub, but data
center, are we going to elimnate where we've heard there's

phone |line problens and, you know, some wagering' s been

lost, will this elininate those issues?
MR, KORBY: Well, | wouldn't presune to stand up
here and say that we will operate without any problens

forever, that's just --
COWM SSI ON CHAI RPERSON SHAPIRO: | didn't ask
forever.

MR, KORBY: But the systemthat we're putting in
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is generations ahead of the systemthat's in now, in terns
of redundancy, security, processing speed,
tel ecomruni cations interface. So | think it takes us as
close as we can get to that kind of error free reliability
that you're nentioning.

COWM SSI ON CHAI RPERSON SHAPI RO Wel |, one of the
things that is a common conplaint, and | don't know if this
is where it's addressed, is that when a race -- when the
horses go in the gate, a horse is three to one, and as |
understand it, it's because of the backing of bets that cone
in, that when they reach, you know, the half-mle pole that

horse's odds have gone up or gone down.

WIIl this address the |ate bet down in that -- are
bets still going to be batched before they're sent?
MR, KORBY: |'mgoing to make a | aynman's answer

and then I'mgoing to ask Joe to respond to that nore
technically.

In order to get to the point that | think we al
want to be, it's going to require an energing tote protoco
that is not yet in place nationally. But it's quickly
nmoving in that direction.

This system that we're installing, will be ready
to accommpdate that as soon as other jurisdictions nove it.

COW SSIONER HARRI'S: | think the problemis

regardl ess of how good of a systemwe have in California, if
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ot her states don't have a good system we've got the
probl em

MR. KORBY: Yes, that's correct, and naybe Joe can
illumnate that a little bit.

MR. GOMES: That's correct.

COW SSI ON CHAI RPERSON SHAPI RO. Can you el aborate
on what we can do to address that when, you know, people got
upset that they thought they were betting on a horse that's
three to one, and they end up getting himat nine to five.

MR, GOMES: The nost difficult part about the
whol e odds changing a the |last second is getting the three,
and |'mgoing to say four tote conpanies, to get together
and agree on sone type of protocol

When | nean four, you have to include Las Vegas
di ssenmination as a tote conpany, because they're sending in
noney via the old way, which is not -- howcan | say it --
not as fast as the way AM Tote, United Tote, and Scientific
Ganes are noving forward on interfacing those pools com ng
in. There's a way of addressing the pools where it's nore
virtual versus hardwi red and going over a slow line. And
you have to get three conpanies to agree, and pick a
specific date and say this date we all have to nove to this
direction and then go forward, and 98 percent of your
problenms will go away.

Until you reach their weight in tote protoco
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that's being talked about in this RFP, that's been out for a
I ong, long tine.

MR, MC WLLIAMS: M. Chairman, could |I please add
to what Joe just said?

Currently, and every since --

COW SSI ON CHAI RPERSON SHAPI RO:  Can you identify
yoursel f?

MR, MC WLLIAMS: Terry McWIIianms, sorry,
Scientific Games Racing. Appreciate the tinme here.

Currently, ever since sinulcasting, comm ngled
si mul casti ng began, a protocol was devel oped by the various
tote compani es and under the auspice of the TRA, called
| TSP, stands for Inter-Track System Protocol. And that was
t he agreed upon method by which all of the guest
associ ations and their systens, their tote systens would
transfer the commingled funds into the host pool

As commi ngling has grown, many versions of | TSP
have been upgraded, to | think we've probably done about ten
different versions of |TSP

And you're absolutely correct, the very design of
this protocol is outdated, because what it does is it --
each particular track system holds the wagers for all the
tracks that are on that system and then sends them en masse
every mnute to the host track's totalizator system And it

is, in fact, that batch sending of the wagers which creates
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the late post -- the odds changes after the post break,
because you have -- or after the race has gone off, because
you' ve got this money coming in through phone lines that is
in batches every minute. So it's that |ast batch that cones
in that changes the odds.

The TRA, for about the | ast year, has been working
on a new protocol, which is a real tine transaction of every
wager nade all over North Anerica, it's called WIP. It
stands for Wagering Transaction Protocol. And as | say,
it's areal tine transm ssion, such that no | onger do the
bets made at the guest sites sit at the guest tote conputer
waiting for themto be sent. Every single bet is sent
individually by the ternminals at these guest sites, and goes
directly through the conmuni cations network into the host
track. The host track system recogni zes every one of those
i ndi vi dual bets and sends back a response to those
termnals, through their tote systens, to print and issue
that ticket.

That will, ultimately, elimnate any type of odds
changes after the race has begun because of the fact that it
is areal time transm ssion.

The protocol, this WIP protocol, which is being
shepherded by the TRA 20-20 Committee, we have been a nenber
of this for about a year, fromthe very beginning, all the

tote compani es have, and they'll get the specs figured out.
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They're in the process of putting all the specs together
and then the tote conpanies, thenselves, will wite the
software col |l ectively, such that everybody can talk to
everyone el se and you'll have real tinme transm ssion of
t hese wagers, elimnating the changes of odds after the
begi nni ng of the race.

COW SSI ON CHAI RPERSON SHAPI RO: | nean, the nane
bothers ne, if it's 20-20, we don't have to wait for 20-20;
do we?

MR MC WLLIAVMS: Well, | didn't nane the
comittee, sir

COW SSI ON CHAI RPERSON SHAPI RO Do you have an
i dea of when that vision is going to conme to pass? | mean,
it's a disservice to our fans.

MR, MC WLLIAMS: Yeah, | would agree a hundred
percent with you. | would say that the protocol will be
devel oped sonetinme in the first half of this year, and then
it will probably be towards the latter part of the year when
the three tote conpanies do all of their progranmm ng work
necessary, and then they test it. Cbviously, it has to go
through a lot of testing and the regul ators have got to test
all of the various wagers, under all the various scenarios,
to make sure that everything is correct and cal cul ated
correctly.

So | would hope by the end of the year that we
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woul d have a working systemin place. But, again, this is
bei ng handl ed by the conmttee that we are, you know, a part
of, and we will react to them as soon as they get the spec
ready.

If I mght, just let ne clarify a couple of other
t hi ngs, too, because you had asked a couple of other
questions. The data center, and | would really urge you to
come up there and visit it, John Reagan did come and he was
very inpressed. But, really, it is a state-of-the-art,
enterprise level, red hat Lenux operating systemthat the
architecture emul ates the sane conputer systens as all of
the maj or banking institutions, and the brokerage houses,
such as Chase Bank MBNA. This is truly, truly state of the
art, as M. Korby said. It is scaleable, it is very, very
redundant, both in terms of power and in terns of the
communi cations lines. There's a sonnet ring going around
this thing that has two separate fiber paths conming in from
different directions. That's going to certainly keep the
communi cations up as much as hunmanly possi bl e.

It has its own diesel generator to back up two
ot her generators that are in there. So | would really,
really encourage you to conme, because it is sonething to
behol d.

The other thing | will tell youis in terns of the

depl oynent of the bet jet termnals, there are three
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different varieties of bet jet termnals. There's the flip
termnal, which is the teller operated, which then can be
converted into a self-service ternminal. There is a
dedi cated sel f-service ternminal, which does not flip, it's
just always in self-service node, that has a bill accepter
ticket reader, printer, et cetera.

And then there is an account betting term nal that
is ticketless and cashl ess, where a person has an account,
either it be a long-termaccount, or an account that they
fund fromtheir banking network, fromdebit transferred from
their bank, and they wager off of that. They do not get a
ticket, but it's account wagering.

We have conmitted to depl oying 80 percent of the
entire -- replacing 80 percent of the entire term na
popul ation in California by the fourth quarter of '07, which
i s approxi mately when our current contract expires. The
remai ning 20 percent of the termi nals, which are primarily
the flip nodel because, frankly, we redesigned the flip
nodel after we brought the prototype out here, and our
friends fromthe union had sone suggestions that we then
redesi gned, at a cost of about a million dollars. But those
20 percent will not be deployed until the first part -- the
remai ni ng 20 percent, representing the teller-operated
termnals, that flip, will be deployed in the first quarter

of '08.
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COWM SSI ON CHAI RPERSON SHAPI RO:  All right,
because | was going to ask in the input if the union people
were consulted and part of this decision-making process, so
that their people are confortable with themand felt they
could serve the needs of the customers.

MR, MC WLLIAMS: A real interesting story. About
a year and a half ago we brought out our initial prototype
termnal, and we brought it over to Pasadena, and we invited

-- and | think you m ght have even cone to that, as a matter

of fact.

COWM SSI ON CHAI RPERSON SHAPI RO | di d.

MR, MC WLLIAMS: M. Castro came, as M. Kenp did
as well, and M. Castro, in his flanmboyant manner, wal ked up

and put his hand over on top of the term nal and opened up
hi s hand, and a handful of coins spilled out all over the
floor and all over the termnal. And the point he was
maki ng was a very good point, and that is sinply that the
exi sting probe termnal, if you ook at it, it has a work
space, it's a flat area that is flush with the counter, and
that is where a teller uses that space to conduct their
busi ness, and the patron, |ikew se, also puts their noney
down to pay for a ticket.

That terminal, the flip termnal, the very first
prototype that you saw when you were there, had a big hunp

and it represented the hinge that this very large, 15-inch
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color flip nonitor supported, that supported this nonitor.
And his point was that you have no -- you've taken that work
space away, which is a critical area for teller efficiency.

And so we actually went back and we've redesigned
the termnal. That termnal, not the other nodels that |
mentioned. But this one in particular, the flip term nal
so that we now have a flat work space on it, and it is much
nore ergonomcally friendly.

And actually we have shown -- we brought the ful
nodel out here and actually showed it to -- well, | showed
some pictures of it to M. Castro and M. Kenp.

So that is -- we've delayed -- | nmean, we're in
the process of reengineering that ternminal right now, and
that's the terminal that will be deployed in the first
quarter of '08.

COWM SSI ON CHAI RPERSON SHAPI RO:  Ckay.

COWM SSI ONER MORETTI:  Who's paying for all of the
changes? Are you payi ng?

COW SSI ONER HARRI'S:  Well, the track pays it.

COW SSI ONER MORETTI:  Yeah, | figured the tracks.

MR MC WLLIAMS: Well, M. Chairman,

Commi ssioner, that's a very good question. Scientific Ganes
is actually making about a $30 million investment in the two
data centers that we've put together, the one that's in New

Jersey and the one that's in Sacranmento, and in the
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manufacture of the newtermnal line that will eventually be
depl oyed at virtually all of its clients over the next
couple of years, in North Anmerica

VWhat we did, as per the RFP, is we put together,
based on their term nal types and their quantities, we put
t oget her our proposal that obviously included a sizeable
capital investnent. W priced -- made our proposal priced
on a percentage of the handle, as is the current agreenent,
and as did the other two contracts, or the other two vendors
priced in a simlar fashion, | imgine, and we were sel ected
on the basis of -- on a number of bases, one of which
woul d guess has to do with price.

MR. GOMES: This new contract will be
approxi mately 4,000 new term nals, new state-of-the-art
termnals, all new indication, all new LED indication at al
sites, and a whole new tote systemthat's operated up in
Sacramento. and al so down in New Jersey, as the backup for
Sacr ament o.

So you had an earlier question about backup and
tel ephone lines. |If the Sacranmento hub or data center were
to go down, everything is being replicated over to the data
center in New Jersey, and in a matter of -- I'mnot going to
say mnutes, but in a short period of time we would switch

over to the data center in Jersey and keep on operating.
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MR. MC WLLIAMS: Yeah, M. Chairman, to that
point, it truly is the industry's first disaster recovery
hot standby situation.

And to M. CGones' point, what we do is we operate
inatriplex fashion, master, slave and clone. The master
and the slave will be located at the Sacramento QDC, the
clone will be located at the data center in New Jersey. The
clone is in constant conmunication and in coordination with
the master and slave, such that if anything were to happen
to the master and the slave, or a catastrophic disaster in
Sacranmento, the clone is picked up automatically in New
Jersey as the new naster, and then we pick up a slave and a
clone fromthe spare servers that we have there, to get back
intriplex in a matter of mnutes.

MR, GOMES: Actually, our RFP requires that we'll
have three systens up in Sacranento, an A, B, and C, a
master, slave, clone, and a fourth systemin New Jersey.

MR. MC WLLIAMS: | stand corrected, he's right.

COW SSI ON CHAI RPERSON SHAPIRO:. Al right. 1Is
there any -- thank you very much. Any Board nmenbers have
any ot her questions about this?

COWM SSI ONER AMERMAN: | was curious, is there any
place in the world today that has a real tinme transmn ssion
systemin place?

MR, GOMES: Other than the banking industry.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

47

COW SSI ONER AMERMAN: At race tracks?

MR GOMES: Oh. | can't speak what's happening in
Eur ope.

COWM SSI ONER AMERMAN:  Wel |, we shoul d probably
| earn, shouldn't we?

MR, GOMES: That would be good.

MR MC WLLIAMS: M. Chairman, Conmissioner, |'m
not aware of any systemthat is operating under real tine

wager transactions at this point in time, but I will ask and

I will get that information back to you. It's a fair
questi on.

COWM SSI ONER AMERMAN:  Well, | think it's
inmportant. If there's nothing that's there, that's one

thing. But if there is sonething in place, nmaybe we can
learn a little bit fromwhat they have.

MR, MC WLLIAMS: Certainly, we could learn from
them and fromtheir experience, if that does exist, as you
say. | don't think that it would necessarily be possible
for us to take that software and just replicate it over
here.

COW SSI ONER AMERMAN: | ' m not suggesting that,
necessarily. |'mjust saying that as a first order of
busi ness 1'd reach out and find out what's going on around
the worl d.

COW SSIONER HARRI'S: | think --
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MR, GOMES: One of the hurdles -- |'msorry.

COW SSI ONER HARRI'S: | think we are operating
real time on track, and at the Not Wnk and Scott W nk, and
the ADW But the problemis sone of these out-of-state
people, it would be good when these |icense applications are
filed they woul d show which people are real tinme and which
aren't.

MR. GOMVES: Well, one of the hurdles that the
three tote conpanies, or four tote conpanies have to
overcone with this new wagering transaction protocol is
response tine at the termnal level. |If you' re at Hot
Springs, Arkansas, and you're using AM Tote, and that
transaction, and you're betting on Santa Anita, it has to go
through tote A or tote B, or it's going to go right
directly to the Santa Anita tote, the hurdle they have to
overcone is the response tine at the termnal. Were you go
up there and you say give nme nunber two on the nunber one,
or on the Santa Anita, but the ticket comes out in less than
a second, and not three seconds. That's one of the hurdles
they have to --

COWM SSI ON CHAI RPERSON SHAPI RO Wel |, but the
point is that we need to work on this to try and elimnate
this problem because it is sonething that is frustrating
very many people. | get a ton of e-mails on this. And, you

know, people don't quite understand the way the system works
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and we want to be responsive to our fans. So | appreciate
your followup on that.

Okay, any other comrents fromthe Board?

Public coment, M. Jangotchi an.

Thank you, gentl enen.

MR. GOMVES: You're wel cone.

MR. JAMCOTCHI AN:. M. Chairman, nenbers of the
Board, since the state of technol ogy issues have certain
concerns and confusion when they're initially established,
was wondering if the RFP or the Board has considered a bond
requi renent, guarantee obligations by this vendor or really
anal yzed the financial statenent of this vendor, just in
case this system doesn't work or doesn't work properly.

It seens that in the case of this vendor, and |I'm
not famliar with them but if, in fact, sonething goes
wrong, both the State, the Horsenen, everybody in horse
racing is injured trenmendously, not only econonically, but
for their way of life, the trainers and everybody el se.

So it seens like if the Board was prudent, they
woul d consi der sone kind of bonding requirement or it should
focus on maybe | ooking at the bal ance sheet of this conpany
for possible performance. So | offer that for your
consi derati on.

COW SSI ON CHAI RPERSON SHAPI RO:  Thank you very

much.
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Just to let you know, to try to respond to you,
the Board oversees the licensees and we're not party to that
agreenent. | think your comments are well taken. | think
that they're good conments and they're conments that shoul d
be considered, and | have assuned that the race tracks,
which are entering into this, have done that due diligence.
But, nonetheless, we'll make an attenpt to see that it is
done.

MR. JAMGOTCHI AN:  But see, as the Board,
though -- | shouldn't have sat down. As the Board, though
you really are the last ditch decision maker, in that if
sonmet hi ng happens it's going to target -- the loss is going
to target to the State, it's going to target the trainers
and everybody else. Sure the tracks | ose noney. But you're
sitting up here, as the regulators, who need to make the
determination on if, in fact, these guys can actually
perform |If they can't perform the State and everybody
tends to have the great opportunity to | ose a |ot of noney,
not to nention a lot of face for California horse racing.

COW SSI ON CHAI RPERSON SHAPI RO. | appreciate your
coment s, thank you.

COMW SSIONER HARRI'S: | think it is the sanme
conpany that's been doing it previously, too, so they do
have a track record.

COWM SSI ON CHAI RPERSON SHAPI RO All right, if
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there's no other comment, | appreciate that.

The next one is a discussion/action on the
enforcenent of CHRB Rule 1690.1, which is toe grabs.
Jacki e?

STAFF SERVI CES MANAGER WAGNER:  Jacki e Wagner,
CHRB staff.

Just to give you a little background on the
hi story of this particular issue, in February 2006 we added
Board Rul e 1960.1, toe grabs prohibited, to prevent the use
of toe grabs over four millineters in height on
t hor oughbr eds.

However, subsequent to the adoption of that
anmendnent, thoroughbred farriers reported that few
manuf acturers produced | ow toe grabs that net the four
mllinmeter height requirenment. |In addition, it was brought
to our attention that farriers stated that the shoes with
jar cocks could include toe grabs with a height greater than
four mllinmeters.

And in light of those revelations, inplenentation
of this particular regulation as del ayed.

In July of 2006, staff proposed an anendnent to
Rul e 1960.1 for adoption, and that proposed amendnent woul d
have increased the all owed height of toe grabs to five
mllimeters and authorized the use of jar cocks under

speci fic conditions.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The Board, at that neeting, decided not to adopt

t hat proposed anmendment.

So currently, the full inplenentation of Rule 1960

has been del ayed. Two reasons, primarily, for that del ay
are the necessity for the regul ati on because, as our
understandi ng, there are few trainers that are using toe
grabs within that range, reported to cause harmto our
horses, and with the advent of synthetic racing surfaces,
the question is whether or not we even need toe grabs.

This issue is presented for discussion.

COWM SSI ON CHAI RPERSON SHAPI RO | believe it is
presented not only for discussion, but also for possible
action.

STAFF SERVI CES MANAGER WAGNER: Action, yes.

COW SSI ON CHAI RPERSON SHAPI RO.  Thank you. The

Board has heard this natter on many different occasions.

I"d like to point out that since this matter, this issue was

first studied, we have seen synthetic race tracks cone,
thankfully, to California. They're continuing to cone to
California. And | think it would be appropriate to hear
from both sides on this issue.

I'"m not going to express ny personal views. But
perhaps, Dr. Arthur, you would like to just give us your
views on this and then we can hear fromthe Board, and

public comrent.
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EQUI NE MEDI CAL DI RECTOR ARTHUR: Yes, Rick Arthur,
Equi ne Medical Director. There's no question that
regul ating toe grabs will save horses' lives. The data is
irrefutable, it's there, it's black and white. 1t's been
bl ack and white for over ten years, but we haven't noved
forward on it.

In terns of the data, however, on the synthetic
surface, we don't have the data, it's a relatively new
surface. Obviously, we haven't had time to anal yze this.
And the fact that trainers are using | ower toe grabs wll
probably nean that will take a few years to acconplish

I woul d, however, point out that the hypothesis
for the nmechani sm of action as to why toe grabs increase
risk of fatal injuries is a |lever effect, and so it should
be translatable to any track. But the fact of the matter is
we really don't know.

I would like to point out that a four mllinmeter
toe grab is not an insignificant toe grab. This is a shoe
that meets the current requirenents in California. And
would Iike to point out it is only we're tal king about a
front shoe. There's been sonme discussion of slippage at
Hol | ywood Park and all those were related to hind end, from
my understanding, talking to trainers, and that is not
regul ated at all by this regulation.

Again, we don't have the data on the synthetic
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surface. We do have the data on the dirt surface and the
turf surface which, incidentally, we regulate in a sinmlar
manner that we're proposing here, to protect the turf
course. | certainly think it would be prudent and the Board
acted upon this last year to protect the welfare of the
horse, as well as the turf, and that is where the issue lies
ri ght now.

The question is whether it can be enforced. As
you renenber, | gave a presentation at the Decenber
Medi cati on Meeting as to how that could be done, in a
simlar fashion that we regul ate shoes on the turf course,
certain shoes are accepted, they don't have to be neasured
at that certain time. Trainers are told what sort of shoes
they can use on a turf course, and it would be just as easy
for us to do the sanme thing on the dirt track

Qobviously, it's a fairly easy nechanismto do, if

you want to do that.

COW SSI ON CHAI RPERSON SHAPI RO:  Before you | eave
do you know what percentage of horses are running with toe
grabs that are higher than that?

EQUI NE MEDI CAL DI RECTOR ARTHUR:  Probably not a
lot, that's a nediumtoe grab. There's very -- we've
certainly seen a decrease in the high toe grabs that were

comon, comonly used in quarter horses, the six mllineter,
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eight mllinmeter, and higher toe grabs. O which | have an
eight mllinmeter right here, if you want to see the
di fference.

This is alnpst a ten mllineter, and you can see
that that's potentially quite a dangerous shoe, not only for
the horse, but any jockey that happens to get stepped on
And the question is whether you just want to go ahead and
take the action and enforce the rule that's in place. There
is a nechanismto do that and | think it would be easy to
do, if you want to do that.

COWM SSI ON CHAI RPERSON SHAPI RO Ri ght

EQUI NE MEDI CAL DI RECTOR ARTHUR: But, again, we
don't have the data on the synthetic surface, if you want to
| ook at a technical excuse not to do sonething.

COW SSI ON CHAI RPERSON SHAPI RO Can | just ask
you one nore question? Wat about the shoeing? | nean,
we' re tal king about shoes, but wouldn't the way a horse is
shod have an effect whether -- and | don't know anyt hing
about shoeing. But if the horse's foot m ght be shod with
the longer toe or a shorter toe, a different angle, how did
the study account for what those issues would be taken into
consi deration?

EQUI NE MEDI CAL DI RECTOR ARTHUR: I n the origina
study, all those factors were neasured and there was

not -- they couldn't find a correlation at that tinme. Mre
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recently, however, there has been a correlation, not only in
California, but in Olahoma a sinmilar study, that |ow heels,
whi ch al so have the sanme effect of increasing the |ever
effect on the foot, would have the same mechani sm of action

I"d like to point out that the inciting injury is
actually a soft tissue injury to the suspensory |iganment, at
| east that's what it appears to be by the research that was
done by Dr. Stover's lab at UC Davis, and it's rather a
convi nci ng sequence of research to indicate that is, in
fact, how it works.

COW SSI ON CHAI RPERSON SHAPI RO:  Ckay, thank you.

COW SSI ONER HARRI'S:  Well, | was one of the ones
that brought this up to get on the agenda, because |'ve
foll owed the i ssue going back to probably about five years
ago, when | first got on the Board and thought it was
i mportant that we |l ook at research that indicated that |ong
toe grabs were problens.

And at that point the research was not completely
done, and now it is done, and we passed the rule. | realize
there's people that, you know, feel this is something we
shouldn't do. But we do have a rule and | think we need an
up and down vote if we're going to enforce it, or forget
about it, or what.

But one thing on the synthetic tracks, as |

understand it, basically, the school of thought is you don't
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want toe grabs on synthetic tracks, you want flat shoes on
synthetic tracks, and that is becoming the norm as |
understand it, at Keenel and, because you don't want a | ot of
divots in those. And maybe sonme of the track operators here
could coment. But | think it's going to be a norm

But the problemis in California we do have sone
tracks that probably won't go to synthetics, like all the
fairs up north, and we need a uniformrule to still protect
t hose horses.

So it just seems to ne |like we've got an
opportunity to make a step here that could help horse
wel fare, and al so hel p nake sonme of the riders a little bit
safer.

COW SSI ON CHAI RPERSON SHAPI RO:  Okay. M.
Chill'i ngwort h?

MR, CHI LLI NGWORTH:  Sherwood Chil i ngworth, Qak
Tree Racing. Last week John Barr, and I, one of our
directors, hosted the new Deputy Director of the France
Scale Op, he's a forner steeplechase and flat rider, so he
knows what he's tal king about. And he was out here trying
to find out what we do in our business, in track managenent,
and so we were asking himsone things about France. And
was surprised that France has maybe 20 or 30 artificia
tracks, which |I thought was kind of surprising. | always

t hought it was grass racing over there.
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Anyway, the point of this is that he says they do
not permt toe grabs on either surfaces, they think it's
damaging to the track and is al so dangerous to the horse.

One other thing, and 1'Il close by saying, is that
| ooki ng back upon our neeting this norning, the Medication
Committee, about having a |evel playing field for bettors,
John and | sat with himall day on Saturday, while having
lunch, and he had a runner place all of his bets for him so
we knew what he bet. He bet a hundred dollars every race,
either place or show. He never |ooked at a racing force, he
never | ooked at a tout sheet. He |ooked at the comrents in
the program He won eight of nine races. And he said, ni
oui, I amgoing to fly home first class.

COW SSI ON CHAI RPERSON SHAPI RO: Unli ke you, he
didn't bet every horse.

(Laughter.)

COWM SSI ON CHAI RPERSON SHAPI RO.  Mbnsi eur Lanot h?

MR. LAMOTH. Merci bien, M. Chillingworth.

GQuy Lanoth, Thoroughbred Owers of California. |
would just like to stress, for TOC, that Decenber neeting,
the CHRB Medi cation Meeting, the Equine Director, Dr.

Arthur, did at the tinme say that he thought there was only
one issue holding up inplenmentation of this rule, and that
was the neasuring, the so-called way of nmeasuring it. He

did present a way in which it would take the anmbiguity out.
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This rule went into effect for February 2006, and
I would inmagi ne that before that was even inplenented, there
was consi derabl e di scussion and revi ew of the facts before
then. So we've waited a long time. There are still dirt
tracks here in California, and we would urge you to start
i mpl enentation of this rule that is already on the books.
We've already inquired, or we have inquired a couple tines
with Santa Anita, as to the status of their inplenmentation
policy. W haven't received a conplete response at this
time, but we would urge the Board to inplenent this rule.
Thank you.

COWM SSI ON CHAI RPERSON SHAPI RO.  Thank you.

M. Hal pern?

MR, HALPERN:. Ed Hal pern, California Trainers. W
woul d oppose enforcing the rule at this tinme, or at any
time, actually, the original survey having been done on dirt
and it was basically just a survey. The survey canme to the
concl usi on that high grabs were no good, but that, in the
words of Sue Stover, |ow grabs were better than no grabs at
all, and they didn't understand why. That was an anonmaly in
the study that they weren't sure of.

That raises all sorts of questions for ne as to
the science of what we're tal king about. Al we knowis
that their survey had certain showings to it, but the

science of why is not real clear
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That beconmes especially inmportant with the new
surfaces that we're seeing in California. Certainly, as to
the new surfaces, there is no scientific basis for making a
rul e about toe grabs. You know, you take the NFL for an
easy exanple for all of us, if you' ve watched the ganes over
the |l ast couple of weeks, they go fromusing tennis shoes on
synthetic surfaces to using cleats of different sizes,
depending on the condition of the grass or the surface that
they're using. And even during the game you nay have seen
that they're changing fromthree-eighth-inch cleats, to
hal f-inch cleats, to five-eighths-inch cleats.

So that what works on any given surface, at any
given time, is subject to a lot of different factors. And
when you have a nuddy surface, or a wet surface, or a soft
surface, or a sand surface, or a grass surface, different
things are going to have different effects, and we have not
really heard a discussion of what all that neans.

If it rains out at Santa Anita one day, | don't
know what it neans whether it's a wet, fast track, or a
sl oppy track, as far as toe grabs go. It may well be that
we're hurting ourselves by naking limtations and, nore
i mportantly, hurting the horses by making these limtations,
and not really knowi ng what we're doing.

I would al so make the point that nobody, or al nost

nobody are using high grabs these days, anyway. | can't
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find a shoer that carries themon his truck. So we're
tal king here about making a rule for which there are -- or
enforcing a rule for which apparently there is no problem

We' ve got enough rules w thout adding rules that
we don't know the effect of for things that we don't have a
probl em wi t h.

As far as damage to the track, that we were just
tal king about, or that was just raised in France, we don't
have any science to that. Chilly's remarks were really a
f oot not e.

We did have toe grabs at Hol | ywood Park, and
nobody has cone back and said that's a problem and we can't
use them anynore. And | know other synthetic surfaces are
al so allowing toe grabs, and I don't see them being banned
qui ckly or automatically.

So we woul d, for those reasons, oppose any
addi ti onal enforcement of this regulation. Thank you.

COWM SSI ON CHAI RPERSON SHAPI RO Thank you.

John Shireffs.

MR. SHI REFFS: John Shireffs, horse trainer. |
think that one of the things we've seen over the |last three
years is a trend of people getting away from usi ng high toe
grabs and using queen's plates, or lowtoes. And with that
trend there should have been maybe a corresponding trend in

t he nunber of breakdowns, and | don't think there was any
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parallel line with people going to queen's plates, and | ow
toes and a declining nunber of the breakdowns.

Also, 1'd like to nmention one other thing, that at
Del Mar, when we had all the trouble there, as we all know,
goi ng down the Del Mar when it's deep and | oose, they have a
| ot of breakdowns in the beginning, the first two, two and a
hal f, three weeks of it. And once the surface tightens down
and has been maintained for a while, you see the change, you
don't have the breakdowns. So suddenly, you see nore
breakdowns on the turf course where horses are running in
gueen's plates and no toe grabs.

So | really don't see a trend that the toe grab is
a determning factor in horse breakdowns.

And | think that, as a trainer, you should have
the right to decide what type of show your horse is going to
wear. And | don't know any trainer that wants to put a shoe
on a horse that is actually going to hurt it or be
detrimental in any way. So the trainer has the best
interests of the horse at all tines. It usually gets the
advi ce of his shoer and the vet.

And one of the other things that we haven't taken
into account is the many different types of shoes that are
on the market, now, and the placenent of the toe grab on the
shoe is changing. | think there are several shoes, now,

where they place the toe grab a little bit behind. It used
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to be on the edge of the shoe. Now, sone of them nove them
back towards the middle of it, inside or close to the white
line, so the white Iine is obviously the sensitive part of
the horse's foot. So there are a lot of different issues
goi ng on here with the horseshoe.

And | think M. Anmerman nade a great statenent the
ot her day concerning sonething else, he said, "we need to
draw a line in the sand.”" Well, | think thisis alinein
the sand, | think that a trainer deserves the right and the
respect to nmake the correct decision on what his horse is
going to wear. | nean, suddenly, are you going to tell us
how to shoe the horses? The next thing you' re going to tel
us is how far to work them how fast to work them

I think this Board should just stay away and we
can use this as continuing education. | think the trainers
have picked up on that by the way they've changed the way
they' re shoeing their horses. Thank you.

COW SSI ON CHAI RPERSON SHAPI RO Thank you. Okay.

MR. JAMGOTCHI AN: M. Chairman, nenbers of the
Board, | note that sone people are coming up here
wi t hout -- oh, Jerry Jangotchi an.

I know that sonme people are com ng up here w thout
cards, so you m ght want to enforce that rule.

COW SSI ON CHAI RPERSON SHAPI RO.  They di d have

cards.
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MR, JAMGOTCHI AN:  No, no, but did M. Hal pern cone
up with a card?

COWM SSI ON CHAI RPERSON SHAPI RO: Yes. Would you
l[ike to see it?

MR. JAMGOTCHI AN:  Ch, | stand corrected.

COW SSI ON CHAI RPERSON SHAPI RO Wul d you like to
see it?

MR. JAMGOTCHI AN: | stand corrected, okay.

Wth regards to --

COW SSI ON CHAI RPERSON SHAPI RO You don't have a
card, though.

MR. JAMCOTCHI AN:  Not on this issue. | have three
ot her ones, though.

COW SSI ON CHAI RPERSON SHAPI RO.  Ckay. Well, do
you want to wait until the next card?

MR, JAMGOTCHIAN: | will get you another card.
No, I'Il talk with another card.

COWM SSI ON CHAI RPERSON SHAPI RO.  Ckay, do you want
to fill out a card now and |I'll wait?

MR, JAMGOTCHIAN: |'Il do it right now.

COWM SSI ON CHAI RPERSON SHAPI RO: No, |'m ki ddi ng
with you, Jerry, cone back. Please, have a sense of hunor.

MR, JAMGOTCHI AN.  All right. Wth regards to the
trainer issue that M. Shireffs just brought up, you know, |

really have a problemwith this neeting being held this day
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because | was interested in going out to take a | ook at sone
hor ses.

COWM SSI ON CHAI RPERSON SHAPI RO:  Hold it, hold it,
what's that got to do with toe grabs?

MR, JAMGOTCHI AN:  Well, it doesn't have anything
to do with --

COW SSI ON CHAI RPERSON SHAPI RO:  Then please, |'m
not going to listen to it.

MR. JAMGOTCHI AN:  That's fine, that's fine.

COW SSI ON CHAI RPERSON SHAPI RO This is about toe
grabs, do you have a comment about toe grabs?

MR, JAMGOTCHI AN:  Tal k about toe grabs, yes.

COWM SSI ON CHAI RPERSON SHAPI RO:  Okay.

MR. JAMGOTCHI AN: | lost two stakes fillies |ast
year, they weren't wearing toe grabs. The issue that | have
is just the issue that M. Shireffs brought up, why is this
Board interceding with the value and the control of ny
horse, or anybody else's horse. You have the ability to
step away fromthis and allow the racing associations to
have a house rule with regards to what they want on their
race track.

And gee, guess what, if the house rule isn't
sonething that the trainers like, they're probably not going
to run, or they're going to advise their owners, |ike ne,

not to run. Wy does the CHRB care about toe grabs? Can
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you tell me why it's inportant to you, M. Shapiro?

COWM SSI ON CHAI RPERSON SHAPI RO: Wl I, first of
all, it's inportant to M. Harris, he wanted this on the
agenda.

COW SSIONER HARRIS:  Well, | think this is
sonmething we just pulled out of the air.

COWM SSI ON CHAI RPERSON SHAPI RO Thi s has been a
study. W do a lot of things trying to benefit the
i ndustry, the health of the horse. And just as you make a
suggestion that we should | ook into the financial stability
of a tote conpany, we are interested in the horse, that's
why we have the Medication Conmittee. W try to |ook at a
[ ot of things.

Now, please, don't prejudge what the disposition
of this will be. W are here trying to i nprove everything
we can for the industry, we're trying to do what we can for
the health of the horse.

| appreciate your comments and at this point |
think it's time for us, as Commi ssioner Harris said, to take
a vote on what we want to do.

MR, JAMGOTCHI AN:  Okay, but |I'mnot finished, yet.
But you're usurping the rights of the owners and their
trainers to determ ne what their horses can wear in a race.
And | just think if you want to address that, let the

associ ations address it with a house rule.
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COW SSI ON CHAI RPERSON SHAPI RO: Ckay, thank you.

MR, JAMGOTCHI AN:  Why shoul d the Board take that
under their --

COW SSI ONER HARRI'S:  Well, we put this out for
coment. This is not sonme deal we've just pulled out of the
air. This was out for comment, it was passed, it's a
guestion of whether we're going to enforce it or not.

MR. JAMCOTCHI AN:  Well, the trainers seemto be
against it. Wy is the Board, theoretically, for it? Are
t hey against the trainers?

COW SSI ON CHAI RPERSON SHAPI RO M. Jangot chi an,
why don't you -- we've heard fromthe trainer's
representative, we've given them an opportunity to hear
this, and that's what we're doing.

The Board, now, is going to deliberate and take
action on whether they wish to enforce this rule.

MR, JAMGOTCHI AN:  Woul d you consider meking it a
house rule and allowing the race tracks to determ ne --

COW SSI ON CHAI RPERSON SHAPI RO You know what, |
need to hear fromthe -- we need to hear what the Board
deci des.

MR, JAMGOTCHI AN:  Fair enough. | wanted to offer
t hat thought for your consideration.

COW SSI ON CHAI RPERSON SHAPI RO:  Thank you very

much, appreci ate the suggestion.
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Al right, there not being any other public
comment, | would invite Conmi ssioners to, if they have any
comments, and otherwise | amgoing to call for the question
on this matter. So would anybody like to offer a view?

COW SSI ONER MORETTI: | will. Yes, I, along with
John, was on the Board five or six years ago when this issue
first cane up, and it was -- we didn't bring it up to
m cromanage it. As | recall, it was actually brought to us
by sonme of the veterinary representatives, and we had sone
extensive neetings on it at the tine. It kind of went away
because in the sense that we asked for some nore research
We asked for some nore sound science.

And I'mcertainly one not to want to m cronanage
how you all do business, but | do believe that when it cones
to the health and safety of the horse, and of the jockey,
that we do have a conplete right and duty to weigh in. And
| believe that we have enough, seen enough preponderance of
evi dence that the nuscul oskeletal structure of a horse is
hurt by the toe grabs. So | say we go with it.

COW SSI ON CHAI RPERSON SHAPI RO Okay. Anybody
el se wish to conment?

COWM SSI ONER MOSS:  Yeah, 1'd like to see if
there's been anything on record of any horses that have
suffered catastrophic injuries, and if that trainer was

i nterviewed, and the research took place on why he used the
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toe grabs in the first place, and what the condition was of
t hat track.

| nean, there's so nmany varying circunstances.

And | think it's hard enough to pick the equi pnent and to
run a horse with, I nmean, there's so much to deal with that
this should be a trainer situation. And | do agree with M.
Hal pern and M. Shireffs that we should |let this one go and
trust the trainers that they will nmake the right decisions
for the horses. | believe in nobst cases that they are the
caretakers of the horse, they know it better than we do, and
they're with themevery day. No horse's foot is the sane.
No track is ever the sane. And | think we need to let them
make t he deci sion on how best their horse is going to do in
their care. Thank you.

COW SSI ON CHAI RPERSON SHAPI RO:  Anybody el se
choose to weigh in on this?

COWM SSI ONER AMERMAN: It seems to me we're in a
bit of a transition now, particularly since synthetic tracks
will be in place by the end of 2007. | think Dr. Arthur
said that we don't have the data on the -- and it seens to
me that we should be continuing to | ook at this issue.

I"ma great one for neking decisions, but in this
case | think we'd be well served to wait and see how t hings
turn out with the synthetic track and get some experience.

No words did | hear what the negatives were, what
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the catastrophic problems were. | think M. Mss suggested
there's a ot of variables in here. And | think it would be
not wi se to nove ahead quickly on this issue.

I know it's been five years, M. Harris, since
you' ve been working on it.

COW SSI ONER HARRI S:  Well, all we're talking
about here is --

COWM SSI ONER AMERMAN:  But in this particular
case, | think there is change going on in California tracks.

COW SSI ONER HARRI'S:  The only thing is we're
tal ki ng about toe grabs over four inches -- four
mllimeters. But, obviously, it's a torque issue. | mean,
it's just an engi neering problem and | don't think it
matters what the horse is running on, you' re going to have
the sane issue.

But as | understand it, the trend is even nore
away fromtoe grabs on synthetic tracks. So | don't know if
Hol | ywood Park, as | understood it, is not suggesting that
pl ai n shod horses are probably running better over synthetic
surf aces.

COW SSI ONER AMERMAN:  Now, I'mwith you, | think

that's true. But 1'd |ike to have sone experience on the

tracks. I think it would be wise of us to --
COWMM SSI ON CHAI RPERSON SHAPIRO | tend to share
that, as well. | find it troubling that -- while
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appreciate the study, and I think it's wonderful that we

continue to do these studies, personally, | don't fee
qualified to make this type of a decision. | do trust the
trainers. | think the trainers should be able to use any

tool they feel is appropriate to help the horse.

| certainly want to protect the health of every
horse that's on the grounds, no matter what class they are.
And personally, |I'mjust not swayed that the scientific
evi dence, given all the variables, is convincing enough that
we should regulate this matter.

| think that | just can't believe any trainer is
going to want to put a horse in jeopardy and, therefore,
frankly, I'mnot in favor of noving forward with adopting or
enforcing this regulation at this tinme, as we have so many
varied track surfaces, and so many different conditions, |
just find it a difficult situation.

COW SSI ONER HARRI'S:  The president of --
obvi ously, no trainer wants to hurt his horse. But | do
think that there are a lot of trainers that do have concerns
about the toe grabs. | nean, | don't think the trainers are
united with the CTT position.

COWM SSI ON CHAI RPERSON SHAPI RO:  Wel |, they
certainly don't have to use them And, again, we're not
mandati ng that anybody shoul d use a shoe, what we're doing

is we're not mandating everybody to use their best
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di scretion and --

COW SSI ONER HARRI'S:  Well, but if we're talking -
- | mean, it's like we check horses in the nornings to see
if they -- | nean, we could take the attitude of why do we
have the State vet going around, |ooking at horses for
soundness issues, if the trainer's not going to run if it's
not sound, you're interfering with his judgnment of the
hor se.

COW SSI ON CHAI RPERSON SHAPI RO Wel |, agai n,
don't want to just sit here and debate with you.

COWM SSI ONER HARRI'S:  Yeah.

COWM SSI ON CHAI RPERSON SHAPI RO.  But, you know,
you have to believe that these trainers that live with these
horses, gallop them train them know their action and
everything they do, | have to believe that they are going to
be professional enough to know what a horse needs and
doesn't need.

And agai n, we have such variant surfaces, under
different, you know, climtes that | just personally am not
in favor of it.

But at this point | think we ought to just take a

vote. And, therefore, I'Il ask if there is a notion to
approve -- | guess the notion would be to --

COW SSIONER HARRI'S: | think we just make a
notion --
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COW SSI ON CHAI RPERSON SHAPI RO. Pardon me?
DEPUTY ATTORNEY GENERAL KNI GHT: Well, you have a
rule on the books, now, and you just are not enforcing it.
If the decision were to be not to enforce this rule, at some
point we need to get this off the books because this is what

everybody's carryi ng around.

COW SSI ON CHAI RPERSON SHAPI RO All right, then
would | be naking a notion to repeal the rule?
STAFF SERVI CES MANAGER WAGNER: Correct.

DEPUTY ATTORNEY GENERAL KNI GHT: You can begin the

process to repeal it, yes.

COW SSI ON CHAI RPERSON SHAPI RO  Fine. |I'mmnot in

favor of -- can we just do it as a way of --

COW SSI ONER MORETTI :

says, though.
COW SSI ONER HARRI S:

on the agenda, though.

COW SSI ONER MORETTI :

enforcenment of it or not?
COW SSI ONER HARRI S:

do we want to enforce it.

COWM SSI ON CHAI RPERSON SHAPI RO

COWM SSI ONER HARRI S:
thing. But

that --or

let's do sonething positively, |

But that's not what it

But that's not what we have

Do we want to vote on the

| think we want to vote on

Enforce it.

VWhich is about the sane

t hi nk,

Marie made a notion to --
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COW SSI ON CHAI RPERSON SHAPI RO Did you nake a
noti on?
COW SSI ONER HARRI'S:  Did you or --
COW SSI ONER MORETTI:  No.

COW SSI ON CHAI RPERSON SHAPI RO: No.

COW SSI ONER HARRI'S:  Ckay, |'Il nmove that we --
COWM SSI ONER MORETTI: And |'Il second.
COW SSI ONER HARRI'S: -- enforce the current toe

grab rule that is --
COW SSI ON CHAI RPERSON SHAPI RO.  Ckay, we have a

notion to enforce the current toe grab rule. Do we have a

second?

COWM SSI ONER MORETTI :  Second, yes.

COW SSI ON CHAI RPERSON SHAPI RO. Ckay, all those
in favor?

(Ayes.)

COWM SSI ON CHAI RPERSON SHAPI RO:  All those
opposed?

(Nays.)

COWM SSI ON CHAI RPERSON SHAPI RO Can we have
hands? One, two, three, four opposed. All in favor was

one, two, three.
The notion fails.
COW SSI ONER HARRI'S:  Okay. So just for the

record, the voting was to enforce the rule were Bi anco,
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Moretti and Harris.

COWM SSI ON CHAI RPERSON SHAPI RO That's correct.

COWM SSI ONER HARRI'S: Okay.

MR. COUTO  Drew Couto, Thoroughbred Owers of
California. Can | ask what the effect of that was? Because
are you waiving the rule, are you --

COW SSI ON CHAI RPERSON SHAPI RO W are not going
to enforce the rule. And | would now offer that we should
commence a proceeding to see if we should repeal the rule,
since it's not being enforced.

DEPUTY ATTORNEY GENERAL KNI GHT: As M. Harris
poi nted out, that's not technically on the agenda that way,
it's to enforce it.

COW SSI ON CHAI RPERSON SHAPI RO:  Ri ght

DEPUTY ATTORNEY GENERAL KNI GHT: So if you're not
going to enforce it, | think you should ask staff to
begin --

COW SSI ON CHAI RPERSON SHAPI RO Wel |, that's what
I was just doing. I'mgoing to ask staff if they would nove
forward, now, to initiate the process of repealing the Rule.

STAFF SERVI CES MANAGER WAGNER:  Correct .

COWM SSI ON CHAI RPERSON SHAPI RO:  Okay, thank you.

MR. JAMGOTCHI AN:  Yeah, 1'd |like to at |east
coment on that.

COWM SSI ON CHAI RPERSON SHAPI RO: Wel |, excuse ne,
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excuse nme. Excuse.
MR. JAMCOTCHI AN: It has to do with the rule. M.
Fermin, under 1582 --

COWMM SSI ON CHAI RPERSON SHAPI RO Excuse nme, excuse

MR, JAMGOTCHI AN:  Yes.

COWM SSI ON CHAI RPERSON SHAPI RO W' re now done
with that item M. Jangotchian.

MR, JAMGOTCHI AN: | understand. But you j ust
asked a question about how the rule can go away, and
Ms. Fermin --

COWM SSI ON CHAI RPERSON SHAPI RO No, | didn't ask
that question. | said that what we're going to do is we're
going to initiate the process.

MR. JAMGOTCHI AN:  Ri ght.

COW SSI ON CHAI RPERSON SHAPI RO We're going to
ask staff to initiate the process to repeal the rule.

MR. JAMGOTCHI AN: | understand. But you can do it
i medi ately, just like you repeal ed 1582.

COWM SSI ON CHAI RPERSON SHAPIRO:  It's not on our
agenda, we can't do that. Thank you.

All right, the next itemon our agenda is report
on the status of the Jockey Health Assessnent Study.

EXECUTI VE DI RECTOR FERM N: |s he asking for five

m nut es?
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COW SSI ON CHAI RPERSON SHAPI RO Ch, did you need
five minutes. Do we need a five-minute break?

Al right, we're going to take five m nutes and
then we're going to cone back

(Of the record.)

COWM SSI ON CHAI RPERSON SHAPI RO All right, the
next itemon the agenda is a report on the status of the
Jockey Health Assessnment Study. Executive Director Fermn,
woul d you like to report on that?

EXECUTI VE DI RECTOR FERM N:  Yes. M. Fravel was
actually, initially scheduled to report on this, but he's
out of town.

The prelimnary report, which is very prelimnmnary,
they started the Jockey Health and Nutrition Study on
Decenber the 12th, and it took about ten days, there was
some travel in there. But it's a strictly voluntary program
for the jockeys to participate in. They started on the
12th, up at Bay Meadows, then came down to the riders at
Hol | ywood Park, and then the |ast group that they worked
with were at Turf Paradise.

There were 53 jockeys that volunteered, 48 nen and
six wonen. So far they've just -- what they' re |ooking at
is body conposition, strength, flexibility and, of course,
taking blood and urine. There's a very extensive interview

process. Naturally, everything is very confidential
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But the riders that -- when | spoke with
M. Fravel about it, he said the riders that were invol ved
were very enthusiastic about it. And this is strictly the
first phase.

Sonme of the trends that have shown were sinply
that -- and | don't think that they're terribly surprising,
is that the youngest riders were those that were at Turf
Paradi se. Those are also where the female riders were.

The next age group was 20 to 29 year olds, was at
Bay Meadows, with the veteran riders being the ol der riders,
between 30 and 39 average being at Hol |l ywood Park.

So it's going to be very interesting to see how
all of this unfolds and what we learn. And we did have,
because of our |arge popul ati on, obviously, of Hispanic
riders, we had organized certified interpreters, so that
everything could be -- certainly, there wouldn't be anybody
interview ng that had any connection with any rider and
there was the utnost confidentiality.

So it's the very first, prelimnary report as far
as how many we have, and it will be interesting to see how
it proceeds.

COW SSI ON CHAI RPERSON SHAPI RO Thank you. |
think that we're doing something very good here for the
i ndustry and, of course, for our California riders. | know

that the teamthat's working on it is doing a great job, and
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the Guild has been very cooperative, and Dr. Vermadott and
his team and working very hard. So | hope that will lead to
a | ot of answers.

The next itemon the agenda is a report --

MR. JAMGOTCHI AN:  Excuse nme, | have a card on
t hat .

COW SSI ON CHAI RPERSON SHAPI RO M. Jangot chi an.

MR. JAMGOTCHI AN Nunber seven.

COW SSI ON CHAI RPERSON SHAPI RO Well, what is it
you want? Go ahead.

MR, JAMGOTCHI AN:  Well, my question is with
regards to this health assessment study. Were there any
guestions outside of the health area about jockeys, as to
turf course conditions, things that they would Iike inproved
with regards to their jockey surroundi ngs, or anything like
that, to elicit anynore information, other than health
assessment information?

COW SSI ON CHAI RPERSON SHAPI RO: This study --
there are a | ot of discussions that go on with them about
those things. There are weekly neetings that take place,
actually, with the jockeys. | know that |, personally, net
with a group of jockeys |last week to discuss those types of
i ssues and ot her issues that concerned them

This study is a specific study that was a result

of lots of neetings that, hopefully, will lead to sone
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scientific foundation for determ ning what the industry can
do to protect the jockeys froma health perspective, in a
better and, al so, address what the mninmumriding age shoul d
be.

If we can cone up with sonme scientific findings,
it's our hope and desire, and so you know, the study is
goi ng beyond California in terns of the financia
participation, that we would be able to go to other racing
jurisdictions and try to ultimately establish a uniform
scal e of wage throughout the country so that we don't have
certain jurisdictions that may be riding |ighter than
California, where we're di sadvantaged because we have a
hi gher riding weight.

And so this is, by design, to be a very narrow
study of jockey health and | ook at then what we can do to
implement in ternms of nutrition, in terns of exercise, in
terms of weather conditions to nmake sure that during the
day, during each riding day that jockeys are healthy
t hroughout the day.

So it was designed specifically with a set of
criteria. And if you wish to get a copy of that criteria,
you're nore than welconme to. | would suggest you contact
Crai g Fravel

MR, JAMGOTCHI AN: Fine. And so that is it being

expanded at all to ask them questions about other things
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that mght be significant in their |ivelihood? Like one
question I1'd like to have added to the study is if they
woul d ride a horse that's been nerved, sonmething |like that.

COWM SSI ON CHAI RPERSON SHAPI RO:  Okay,
that's -- thank you, M. Jangotchian. They are interviewed
by the researchers and this is a nedical team of experts
that's specifically are adept at dealing with athletes in
conpetition. They're very well-|earned people that do these
types of studies, and they interview them and the interview
information is protected in H PAA, and so we're not privy to
what all that information is.

MR, JAMGOTCHI AN: Okay, great. Thanks.

COW SSI ONER HARRI'S: | think one thing, too, we
need to look at is jockeys returning frominjuries on the
day of a race, or whatever, that we namke sure we've got a
protocol that's standard throughout the State if a jockey is
either -- you know, maybe he's sick, with a bad influenza or
somet hi ng, when he conmes back he is perfectly healthy to
ride. The sane way if he's in a minor spill, someone is
really | ooking at him and sayi ng he's okay.

Because it's obviously part of the integrity of
the gane that whoever's riding a horse is capabl e of
perform ng, you know, at their optinmm

COW SSI ON CHAI RPERSON SHAPI RO: Absol utely. And

one of the things that we're looking at is that on certain
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days where, you know, it nmay be a hundred degrees outside
and the guy's trying to nake weight, and so they're
measuring sugar level in the blood, they're checking
dehydration. They're trying to ook at all of a variety of
factors while they' re conpeting.

So this is a nulti-stage study, that they're in
the information gathering stage at this point, and so it
will go through an evolution. But, hopefully, we'll get
some scientific data that will help the jockey comunity,
the riding comunity.

Al right, Item Nunber Eight on the agenda is a
report fromthe CHRB Equi ne Medi cal Director concerning the
Equi ne Herpes virus at the California tracks.

And before we get started on this, | just want to
say a big thank you that we have you, because you have been
doing an incredible job to deal with a situation that could
have been very danmi ng to us, and everyone el se.

And | know you've been working day and ni ght and |
certainly, and I know the rest of the Board appreciates the
efforts you' ve been putting in, Dr. Arthur

EQUI NE MEDI CAL DI RECTOR ARTHUR: Well, thank you,
M. Chairman. But this is an issue that's not going to go
away.

In Decenber, a |oad of German Warm Bl oods cane

into the U S., actually, it was Novenber, and were shi pped
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from New York to Kentucky, and the |load was split up. Seven
of them-- or six of themwent to Florida, where eventually
it caused and out break of Equine Herpes virus, a
neur opat hogeni ¢ form which causes neurol ogi cal conditions,
and six, seven horses died.

In California, there were nine thoroughbreds on a
| oad that had one of those German Warm Bl oods in it, that
subsequently died 48 hours later, in Rancho Santa Fe. W
nmoni t ored those horses very carefully at Santa Anita, and
Hol | ywood Park, and we had no problens with those horses.

Fortunately, the UC Davis has both the Lucy
Whittier Laboratory and the California Animl Health and
Food Safety Laboratory, capable of doing PCR testing, which
is a very advanced form of testing for these particular
Vi ruses.

And Decenber 28th a horse was referred to UC Davi s
wi t h neurol ogi cal signs, who was a suspect Equi ne Herpes
virus case, and that was confirmed. | got notification from
Dr. WIlson, at the VMIH, on Friday norning of the 29th, and
by that afternoon we had put in place the cooperative
quar anti ne between Gol den Gate Fields, Bay Meadows, and
Pl easant on.

There were isolation barns established within the
affected barn, and that barn was put under quarantine. W

nmoni t ored those horses very carefully with PCR testing. The
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UC Davi s people, and students, and the |aboratories went out
of their way. | will tell you that they actually tested
horses on the night before New Year's Eve and actually on
New Year's Eve for us to get the data to allow us to nonitor
t hese horses.

And | think because Gol den Gate Fields, Santa
Anita, and Oak Tree also is going to contribute to allow us
to do this testing, and allowed us to rel ease the quarantine
at about 12 days, which is a very, very short period of
tinme.

There were two horses at Golden Gate Fields that
were febrile, that had EHV-1, neuropathogenic strain. The
one that was sent to Davis is actually back at Gol den Gate
Fields, now. And the other horse, which we think was an
i ndex case, which happened about a week before.

But that's quieted down and the quaranti ne was
lifted alittle over a week ago and there's been no probl ens
t here.

However, we did have a problem at Los Al amtos
Usi ng sonme of the information we |earned fromthe Gol den
Gate Fields case, we quarantined that barn. Had a horse
wi th neurol ogical signs, with Equine Herpes virus, and that
has been -- all of the problem has been kept in that one
barn. And that quarantine was released fromthat barn

yest erday.
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I will say that the race tracks have not accepted
horses from Los Alanitos, and there's a very good reason for
that, sinply because Equine Herpes virus is a reportable
di sease in Florida, governed by the California Departnent of
Agriculture, and if any Equi ne Herpes virus probl ens arose
at Santa Anita, it could very well jeopardize the Sunshine
MIlion in ternms of horses noving back and forth.

I will say that the people at Davis have been very
cooperative on this. [I've met with them on several tines.
The | aboratori es have gone out of their way to help us
address this particular problem

We conducted seminars here, at Santa Anita, and
Hol | ywood Park, and had a total of 90 veterinarians fromthe
area get a lecture on what is the current status of Equine
Herpes virus. And | tell you, it's a disease that's been
around a long tine. Herpes virus is essentially endem c.
The neur opat hogenic form appears to be nore virulent and
certainly has a higher nortality.

An instance in Findley, Chio, where seven horses
died in a very short period of tine.

There is a change in this disease, but it's
sonmething we're going to have to learn to live with. W're
going to have to get systens in place to deal w th outbreaks
Wi t hout our race tracks. |'ve been neeting with the people,

col | eagues at UC Davis, trying to get a programin place for
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i solation and biosecurity within the particular race tracks.

And | would like to commend Dr. David WIson and
Dr. Sharon Hytala, who worked very well and cane down and
talked to the veterinarians and expl ained to them sone of
the ins and outs of PCR testing, which has caused a | ot of
confusion and a | ot of misunderstanding.

But Dr. Madigan, Dr. Perstula, Dr. Ferraro, Dr.
McLaughlin, all at UC Davis, have hel ped us address this
particul ar probl em

Currently, whenever there's a horse that is
showi ng any neurol ogical signs as febriles, the

veterinarian's known how to proceed with that particul ar

case.
And as | said, | do expect us to continue to have

this problem | think we've |earned enough in this

particul ar process that | think we'll be in nmuch better

shape in addressing these problens in the future.

But it is an endenmic problem Wth the transport
of horses around the country, it's sonething we're going to
have to deal with fromtinme to tinme. And | think we've gone
a long way in getting a nechanismin place to deal with it.

COW SSI ON CHAI RPERSON SHAPI RO Wel |, thank you.
And, again, | think the industry's indebted to the action
that you took to both educate people on what this was, what

to l ook for, and also to manage the process such that we
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were able to not be greatly inpacted and not disturb the
busi ness, and protect the health of the horse. And so
think that's a trenendous -- a |lot of appreciation from al
of us for the job that you've done in that regard.

The next item-- oh, M. Jangotchian, you have a
comment about the herpes virus?

MR, JAMGOTCHI AN:  Yes, 1'd like to echo your
t houghts with regards to Dr. Arthur's review of the
situation.

COWM SSI ON CHAI RPERSON SHAPI RO Wait a mnute,
hold it, you're agreeing with nme?

(Laughter.)

MR. JAMGOTCHI AN:  Yeah, | actually do. | nean, we
have --

COWM SSI ON CHAI RPERSON SHAPI RO Ckay, | don't
know who that canera crewis, but | sure hope they got that.

COW SSI ONER HARRI'S:  Who's the canera crew?

MR. JAMGOTCHIAN: | think it's Channel 11, but
what ever .

COMW SSIONER HARRIS: | told Richard | thought it
was Anerica's Funni est Videos.

MR, JAMGOTCHI AN:  No. On Decenber 29th, | guess,
is when this outbreak was found and it was supposedly
controlled on January 10th. | think those were the dates.

But on January 5th | received information that
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Dr. Arthur allowed three horses into Santa Anita from
Northern California. And | just wanted to ask if that
information's true. Because |'ve heard one of the horse's
nanes and |I'mjust wondering if there were exenptions given
for this and | think, if there is, it's certainly wong.

So would you ask Dr. Arthur if there were any
exenptions given, or any horses allowed to enter the Santa
Anita grounds from Northern California during the
quar anti ne?

Because | don't want to talk about ny information
if, in fact, it's not true.

COWM SSI ON CHAI RPERSON SHAPI RO:  Okay.

M. Jamgotchian, I'mnot going to ask Dr. Arthur that.

MR, JAMGOTCHI AN:  Okay, then I'"Il --

COW SSIONER HARRI'S: | think the whole idea of a
gquarantine is that they could not |eave the facility up
there.

MR, JAMGOTCHI AN:  1'II tell you -- 1'1l tell
you - -

COWM SSI ON CHAI RPERSON SHAPI RO: Dr. Arthur --

M. Jangot chi an, please.

MR, JAMGOTCHI AN:  Here's -- then let me speak, |et
me speak because |I"'mtalking on this subject. And what |
was sent, | was sent a letter on January 5th froma trainer

a mgjor trainer, who said that Rick Arthur allowed three
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t hor oughbred race horses to enter Santa Anita Race Track
after the quarantine was in place. This is around January
5th. Runmor has it that Dr. Arthur asked State of
Veterinarian, Dr. Beck, to allow the exenption for the
horses shi pped, and Dr. Beck refused to |ift the quarantine,
and Dr. Arthur overruled the State Vet.

Dr. Arthur took it upon hinmself to take bl ood
tests for the virus and sent themto the |ab

It probably should be the responsibility of
Dr. Beck to take all bloods and adhere to the chain of
cust ody protocol

Now, if any of that's true, that's serious and
that's wong. And | don't want one standard for one set of
trai ners and anot her standard for another set of trainers.
If that's what happened here, that's terrible. And | just
wanted to bring it, put it into the record, because if any
of that's true, | think you should talk to Dr. Arthur and
ask himwhat the reason for that was. Thank you.

COW SSI ON CHAI RPERSON SHAPI RO Thank you very
much.

Dr. Arthur, if you choose to respond?

EQUI NE MEDI CAL DI RECTOR ARTHUR: Sure, it's very
sinple. There were three horses that had | eft Bay Meadows
and were in transit to Santa Anita. And if you renenber,

the incident was at Gol den Gate Fields, we had only included
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Bay Meadows in the quarantine up there, and these horses had
| eft before the quarantine had been inposed. Only because
to allow horses to transfer back and forth between the
tracks and maintain racing in Northern California.

There was not and there has not been any Equi ne
Herpes virus at Bay Meadows. Those horses were on the van,
they were on their way down. We had an isolation barn that
we had set up for the Sunshine MIlion horses, and | told
themto go ahead, that | told the stable office, Done Lube,
to make sure those horses were com ng from Bay Meadows and,
if they were, to keep themin the isolation barn and we
woul d keep themin the isolation barn until such a tinme as |
felt warranted to rel ease them and they were subsequently
rel eased.

COW SSI ON CHAI RPERSON SHAPI RO Thank you. Al
right, Item Nunber Nine on the agenda is a report on the
Medi cation Conmittee. Conmi ssioner Bianco has asked me to
gi ve the report.

The Medication Cormittee has net this norning, and
earlier today, which | hope nbpst of you attended, as well as
there were a series of other neetings.

The matters that are before us are to deal with a
di scussi on/action on the Raci ng Medi cati on and Testing
Consortium penalty guidelines, and the foll owi ng proposed

addition of, and anendnent to CHRB rul es 1843.3, penalties
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for nedication violations in 1843.2, classification of drug
subst ances.

These rul es have been di scussed and heard at a
variety of Medication Conmittee neetings, dated back wel
over a year.

At the last two Medication Conmittee neetings
there was a good turnout and good di scussi on about adopting
t hese rul es.

W thout going into the detail on all of the rules,
they are nowin a formwhich | believe it should be
acceptable to this Board to adopt, and provide for new
medi cati on penalty guidelines that provide for mtigating
and aggravating circumnmstances, that provide a guideline so
that there can be uniformty in the way that penalties are
i ssued throughout the State. | believe that they wll
provide a nore fair and lenient -- a nore fair systemfor
t hose people to have file -- accusations of charges that are
filed against themand yet, on the other hand, | believe
that they also will provide the safeguards such that if
sonmebody is accused of sonething that would be, in fact,
subject to mitigation, that can be taken into effect.

These guidelines include a classification of -- |
don't know the number, | don't know if it's 800 different
conmpounds or such, but have been thoroughly vetted, not to

use a pun, that will provide for consistency in racing.
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And perhaps Dr. Arthur, | believe that perhaps you
shoul d now di scuss them generally, so that the Board can
then move forward with the next agenda item

EQUI NE MEDI CAL DI RECTOR ARTHUR: These penalty
gui del i nes are based on the RMIC gui delines that are trying
to put into place uniformpenalties across the country.

What this is, it puts a standard in place, a
guideline in place so that the hearing officers can | ook at
what the drug is, what category it is and apply a consistent
penal ty.

It gives the trainers the opportunity to present
mtigating circunstances if, in fact, the penalty should be
less, and it gives the CHRB the opportunity to present
aggravating circunstances and, in fact, the penalty shoul d
be nmore than what the mninmum standard is, absent mtigating
ci rcumst ances.

It's a systemthat | think gives us an opportunity
to have uniform penalties between north and south. And as |
t hi nk you Conmi ssioners well know, after |ooking at the
m nutes fromthe stewards, that dependi ng on whether you're
north, south, harness, or quarter horse, you get a different
penalty for the sane violation. And what we're trying to do
is avoid that.

They are tough penalty guidelines, but they do

of fer an opportunity for fairness. 1In fact, there is
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actually provisions in there where, in fact, a hearing
officer is convinced that no penalty is the appropriate
deci sion, they are given the specific authority to do that.

So we think that they're fair, they' re tough, and
I think it will go a long way towards allowing us to
regul ate nedi cation nuch nore effectively.

COW SSI ON CHAI RPERSON SHAPI RO Thank you. That
will serve as the report on the agenda itemfromthe
Conmittee. The next agenda itemis actually to consider the
adoption of these rules and, of course, that would be
subj ect to now going out to public conment, so we will go
into the rul e-meki ng process.

Having said that -- | just lost ny agenda -- is
there any comrent fromthe Board with respect to
t hese --

COW SSI ONER MORETTI: | have a question of
Jacki e.

COWM SSI ON CHAI RPERSON SHAPI RO:  Yes. ©Ch, Jackie
do you want to introduce the matter, agai n?

STAFF SERVI CES MANAGER WAGNER:  Jacki e \Wagner
CHRB staff.

Item Nunmber 10 is the issue of the proposed
amendnment of Rule 1843.2, classification of drug substances
and the proposed addition of Rule 1843, which is our

penal ties for nedication violations.
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As was reported, we discussed this issue at the
Board Medication Conmittee neeting, earlier this norning,
and the Committee has endorsed the drafts that are before
you in this particul ar package.

And at this point staff would recomrend that the
Board instruct us to initiate the 45-day comment period, so
we can go ahead and initiate the rul e-nmaki ng process.

COWM SSI ON CHAI RPERSON SHAPI RO.  Thank you,
Jacki e.

Okay, is there any comment fromthe Board?

Commi ssi oner Moretti?

COW SSI ONER MORETTI: | just have a question, the
gquestion that -- and | appreciate the work of the Medication
Committee, | know this was -- it is a very inportant, but

very tedious job, too.

And originally we were tal ki ng about some of the
new sanctions going -- not only of trainers and owners, of
course, which also go to trainers, but about toward the
veterinarians. |s there anything in that? Because of the
ones that | |ooked at, | didn't see that.

COWM SSI ON CHAI RPERSON SHAPI RO Yes, there are.

COW SSI ONER MORETTI :  Okay.

COW SSI ON CHAI RPERSON SHAPIRO:  But "Il et
Dr. Arthur. Go ahead.

EQUI NE MEDI CAL DI RECTOR ARTHUR: The penalti es,
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all licensees are subject to these penalties. CObviously, we
have the trainer insurer rule, and the trainer is de facto
responsi ble for the positive, and it would be the obligation
of the Horse Racing Board to show the cul pability or
responsibility of any other |icensee. But whether it's a
veterinarian, owner, assistant trainer, whoever it is, they
are subject to the sane penalties.

COWM SSI ON CHAI RPERSON SHAPI RO: And again --

EQUI NE MEDI CAL DI RECTOR ARTHUR: So that's part
and parcel of how the rules are intended to be adm ni stered.

COW SSI ON CHAI RPERSON SHAPI RO:  On page ei ght,
subsection (i), you'll see that there's |language in there
that deals specifically with the veterinarians. Wich you
can conclude that if they are found to be involved in the
adm nistration of any drug in penalty category A, that they
are not only referred to the California Veterinarian Medica
Board for consideration for further disciplinary action,
they are also not to be allowed to practice at any
California race track indefinitely.

And then it goes on to deal with what woul d happen
for a Class B or C. So the notion here --

COW SSI ONER MORETTI: | guess | mssed that.

COVWM SSI ON CHAI RPERSON SHAPI RO.  The notion here
was to hold those parties, or any party responsible if they

participate in the adm nistration of illegal drugs.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

96
| also do want to comment that it's inportant to
understand that while some people feel these rules could be
draconian, it does provide the flexibility that if there is
a situation where there are truly mtigating factors, there
can be no penalty, and I think that was the safeguard that
is afforded to, again, all |icensees, including owners.

So the TOC, CTT, the tracks, we've had really good
i nput here, and the vets, everybody's weighed in on this.

So | woul d recomend that the Board do nove
forward. Do any of the other Conm ssioners have any ot her
guestions about this?

COW SSIONER HARRI'S: | think we're going to have
this out for comment, and there might be sone. | think we
need to get it out and get it done, because a |lot of work's
gone into it.

COW SSI ON CHAI RPERSON SHAPI RO: | agree with
that. Before we take action on this, Jerry Jangotchian, do
you have a public comment on this?

MR. JAMGOTCHI AN:  Yes, M. Chairman, at the
Medi cation neeting | brought up the question of why
mtigation at all, because mitigation just gives you or just
gi ves the stewards, or whoever the hearing officer is, the
ability to protect sonmebody or offer additional litigation
opportunities to sonebody to sue the Board for a violation

of his rights.
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So | don't understand why you need mitigation
measures. |f sonebody violates the |aw, they violate the
law. Why mitigate? Wy give sonebody the opportunity to
cheat that's a friend. | just don't see why mitigation is
right.

Additionally, what are the rules to go out and
pre-test horses? | know that there have been trainers that
have had CHRB people go to their barns in the norning and
pre-test their horses, and other trainers not.

I think these rules ought to have rules as to
directing people to determ ne who they test and who they
don't test. Because it's not fair to test Jeff Millins and
it's certainly not fair not to test Richard Mandel a.

So | think you need rules of fairness for all the
licensees. | think the trainer |licensees need to have nore
input in this than they've already had. And | think the
rules need to be determined further as to which horse are
actual ly tested.

These are theoretically randomtests, but | think
the randomtests are going to be nore on the cheater side
than the all eged non-cheater side. And | think, as a Board,
you need to address the fairness of this. Because | can see
this thing opening up litigation vistas. And | note that
the California Horse Racing Board's financial statenent is

not really good when it comes to excess costs, or fees, or
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ability to litigate. But | think that you ought to consider
this for future litigation costs that this Board m ght incur
by maybe being unfair to various trainer groups.

| think that's all | have to say right now |
just hope that mitigation is not part of this because
think it gives the hearing officers the ability to help his
friend out, as they have in the past. Thank you.

COWM SSI ON CHAI RPERSON SHAPI RO Thank you.

Dr. Stanley?

DR. STANLEY: |'msorry, M. Shapiro, | don't have
a card up there. Scott Stanley from UC Davi s.

COWM SSI ON CHAI RPERSON SHAPI RO: Wl |, only
because | know you and | think you're a pretty darn good
doctor, we're going to let you skate by on this one, but
don't do it again.

DR. STANLEY: Thank you. But | wanted to clarify
an inaccuracy in the | ast statenment, which actually we have
a rule that says that we can test horses. California has
1858, it says "every horse within the enclosure or entered
in arace is subject to testing." And that's every horse in
a licensed enclosure at the race track, at any tine can be
tested.

So there's a very specific rule that addresses
that and was discussed many tines to clarify when the horses

could be tested and should be tested.
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And there's a very good reason for out-of-
conpetition testing, as we were able to defend that with the
State legislation and get our budget change proposal
because there's sone medications that are used out before
the race, that need to be nonitored very closely in the
event that the horsenen are using that nedication and are
seeki ng an unfair advantage through that practice. Thank
you.

COW SSI ON CHAI RPERSON SHAPI RO:  Thank you. You
m ght want to share the rul e book.

MR. JAMCOTCHI AN:  Well, | know the rule

COWM SSI ON CHAI RPERSON SHAPI RO:  All right.

Dr. Arthur?

EQUI NE MEDI CAL DI RECTOR ARTHUR: Yes, I'd like to
point out, in terns of mtigation, there's not one
mtigating factor that can't be turned into an aggravating
factor. It's the responsibility of the defendant to produce
the mtigating factors, it's the responsibility of the Horse
Raci ng Board to produce the aggravating factors. And if we
have a hearing officer that can weigh these, which is what
our goal is, then that's where it call cones out in the
wash. It's two sides of the same coin. You can't |ook at
one that can't go either way. Thank you.

COW SSI ON CHAI RPERSON SHAPI RO: Ckay, thank you,

Dr. Arthur.
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I would nove that the Board nove forward to adopt
these penalty guidelines.

I's there a second?

COW SSI ONER HARRI' S: | second.

COW SSI ON CHAI RPERSON SHAPI RO.  Second

Al'l those in favor?

(Ayes.)

COWM SSI ON CHAI RPERSON SHAPI RO: |'s there anybody
opposed? If not --

COW SSI ONER HARRI'S:  Actually, 1 don't know if
we' re adopting themor we're putting themout for conment.

COWM SSI ON CHAI RPERSON SHAPI RO: Wel |, to nove
forward to adopt them | neant put them out for comrent.

COW SSI ONER HARRI S: Yeah.

COW SSI ON CHAI RPERSON SHAPI RO.  Okay, sorry
fol ks.

Al right, Item Nunmber 11 is the staff report on
the foll owi ng concluded race neetings.

MR. SMTH: M. Chairman, Bond Snith, Assistant
Executive Director

In your package is the set of reports on end- of -
neet results. W had hoped that Board auditor, John Reagan
woul d be avail able to cone and present this, in that he's
retiring fromthe Board after 20 plus years as the Board's

auditor. He wasn't able to attend today, unfortunately, so
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I"'mhere in his stead to present this report.

COWM SSI ON CHAI RPERSON SHAPI RO Well, we're gl ad
to have you, and we wel come you. And | know that as the new
Assi stant Executive Director you' re getting your feet wet
and doing a great job, so we're appreciative that you're
here.

MR, SMTH. Thank you for that. |In the package
you' Il find reports from Bay Meadows, concluded in Decenber,
Gold Gate Fields, Pacific Racing Association, concluded | ast
October. The Hol | ywood Park fall meet concluded in
Decenber, and Sac Harness conpl eted i n Decenber.

And if there's questions on any of those, | assune
that members of any of those associations m ght be present
to answer.

COW SSI ON CHAI RPERSON SHAPI RO: Wl |, thank you.

Are there any representatives fromany of those associations

here?

Sorry, don't know how to work it

| think it would be nice to hear from each of
them if they could give us a few minutes, about -- besides

our just | ooking at nunbers, perhaps we could get a
little flavor for each of these race neetings.
And | see M. Watte. Welcone.
MR, WYATTE: Eual Watte, Hollywood Park. | m ght

point out, not that it's a big deal, but the averages that
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we're | ooking at for the percentage changes, which are based
on the averages this year and the averages -- excuse ne,
averages in 2006, as opposed to the averages in 2005 are a
l[ittle bit skewed.

It'"s our understanding, it's our belief that the
averages for the 2004 neeting is sort of a hybrid. W ran
27 race days, and we had four simnulcast days. All of that
activity was lunped together and divided by the 27 live
raci ng days.

So if you conpare live racing to live racing these
nunbers -- the positive nunbers are understated by a coupl e
of points. And the one negative nunber, the attendance is
over-stated by a couple of points. Not a big deal, but just
pointed it out.

I think we were very pleased with the neeting, and
wi t hout a doubt because of the installation of the cushion
track. The results -- the average field size on the main
track was up a point, it was 7.5 in 2005, they were all dirt
races, and it was 8.5 this year on the main track. | think
that's a significant increase.

And t he handl e was up, correspondingly, to that
i ncrease, and the handl e on Hol |l ywood Park races was up
about 19 percent.

But the real, | think, inmportant thing, or the

real highlight, or the npst nmeaningful thing of the race
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neeting was the atnosphere and the attitude on the back
side. People seemto want to participate. And it's the
first tinme |'ve seen that in sone tinme, at any race track
They were very, very positive. W had sonme little hiccups
with the race track, but we solved those problens in concert
with the Horsemen, and established a weekly dialogue with
them which was very healthy and very hel pful

That's about all | have to say.

COWM SSI ON CHAI RPERSON SHAPI RO M. Watte, first
of all, as | think we've all said nany tinmes, we're very
appreciative that you nade the effort and put in the cushion
track, which we saw the benefit of in your field size, the
ent husi asm and that which continues today because, clearly,
you have a full barn area, as we tal ked about earlier today,
and we're seeing the effects of that in the field size,
likely, at Santa Anita. We're seeing that it's paying off
and that's great.

But if the nunbers are not exactly accurate that
we' re | ooking at, what about getting people back at the
track? And | know that's not your area, and so |'m not
trying to | ean on you --

MR, WYATTE: Well, | wouldn't shy away fromt hat
responsibility, certainly it's ny area.

If there was anything, obviously, that was

di sappoi nted about the nmeeting, it was the fact that we were
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not able to show a plus in attendance. And | don't have an
explanation for that. And |I'mnot going to say it's because
we didn't try, because we did try. And we're going to

continue to try, and we have sone ideas for the summer.

You know, | don't -- I'mnot going to venture a
guess as to why it is. | nean, | suppose peopl e have sone
ideas, and | don't think it's the area. | know people will
say it's probably the area. | don't believe that.

If you'd have told ne that ten years ago, |'d have

sai d, yeah, maybe it has. But the area is a very vastly
i mproved area. W just need to work harder and try to
figure it out, and try to hit the niche that works. And,
obvi ously, what we've been doing hasn't worked. Those are
the facts.

COW SSI ON CHAI RPERSON SHAPI RO:  Al'l right, does
anybody el se have any questions on this end-of-neet report?

M. Watte, thank you. | certainly hope it works
for the next neeting. Love Hollywod Park and just want to
see people there. So thank you.

MS. THURMAN:. Ready for Bernie?

COWM SSI ON CHAI RPERSON SHAPI RO W' re al ways
ready for Bernie. Are you kidding, we |ove Bernie.

MS. THURMAN: Ckay. Well, the stat report was
sort of an apples and oranges conparison, in that it

conpared the actual days that we raced | ast year at Bay
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Meadows in a different time frame to the 2006 dates.

The 2005 dates included 11 sinulcast only days.
And when you | ook at averages those, of course, skew the
nunbers.

The 2006 stat report days included the four
simul cast only days for handle, but not for attendance. So
that sort of skews the nunbers.

| thought nmaybe a nore neaningful conparison would
be to back out the sinulcast only days, and | ook at |ive
versus live. And doing that, we were up a half a percent.

But even nore neaningful is probably to |ook at a
conparable time frame, the conparable days in 2006 agai nst
the simlar days in 2005. And unlike Hollywod Park, we did
very well on track. We were up 27 percent in attendance and
al nost fifteen percent in on-track handl e.

And the Northern California net worth, |I'm happy
to say, was actually up 3.4 percent in attendance, that's on
an average basis, and 1.2 in handle. So we're pleased with
that. And we were pleased with the fall neet in that, you
know, Russell did his thing and broke the all tine record
for winningest rider, and it was an exciting place to be.

We had nedia from everywhere.

We set an all tine Northern California record for

handl e on Breeder's Cup Day. So we kind of went out pretty

strong.
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COW SSI ON CHAI RPERSON SHAPI RO So have you net
M. Watte, maybe you could tell himwhat works.

(Laughter.)

COWM SSI ON CHAI RPERSON SHAPI RO: So what changed -
- okay, if you're just going to look at it the way you're
| ooking at it, live versus live, and you had --

MS. THURMAN. On track for on track.

COWVM SSI ON CHAI RPERSON SHAPI RO: On track for on
track, yes. What was the difference? Wather?

MS. THURMAN:  Well, weather was --

COW SSI ON CHAI RPERSON SHAPI RO:  Great pronotion,
great adverti sing?

MS. THURMAN.  We didn't have good weat her,

Commi ssioner. In the Holiday Meet, which ran in Decenber
and January | ast year, six of the 31 days were clear and
fast, so it was a tough neet. And it didn't get to our
expectations, but we did well in spite of it.

We do a |ot of pronotions that are fanmily oriented
and, of course, the Friday nights punp up our attendance.
And we kind of do a |Iot of in-house tools to try to tell the
custoners what's going on. You know, this com ng neet we're
going to be highlighting the Derby Trail, the trail to the
Derby. You know, we're telling everybody about the Florida
Derby comi ng up, the Gotham Stake, just keeping people

really involved with what's happening in racing.
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We have a really good denographic in San Mateo, we
have a good facility, and we've got sone geography that
hel ps us in terns of -- say Golden Gate Fields, you know,
when it's windy and cold at Bay Meadows, it's tougher for
Gol den Gate Fields.

But we put a lot of energy into it and we |ove
what we're doi ng.

COWM SSI ON CHAI RPERSON SHAPI RO: Anybody have any
questions for Ms. Thurman? No.

Al right, thank you, Bernie.

MR. RAINEY: M. Chairman, nmenbers of the Board,
my nanme is Calvin Rainey, from Golden Gate Fields. The
staff report nmentions the period here of February 8th, 2006
t hrough October 15th, 2006, actually it represents two
separate horse neets, two separate race neets at Gol den Gate
Fields for the year, in Northern California.

The spring neet that we had, from February unti

t he begi nning of May, we saw he record rainfall in the
spring, historically a record rainfall, and we had a tough
time with attendance in that neet. |t was a chall enging
year.

The second neet, the August through October 15th,
was the first time that we had raced, to my know edge, at
Gol den Gate Fields in 50 years, in August, where we had

started. And that was very challenging in that a | ot of
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people didn't know that we were opened, it seemed. OQur
mar keti ng plan has included nmore noney each year, in 2006,
and now in 2007 there will be nore nopney to go towards

mar ket i ng and, hopefully, in 2008 as wel |

So there was sone market confusion at Col den Gate
Fields as to when we were running |ive.

The |l onger neet, | would say, is preferred. On
Thursday, there's a neeting, this com ng Thursday, for the
2008 dates, and we're |looking forward to that, to start
counting out those dates.

We have great nmomentumin the current neet, which
began Decenmber 26th. Starting on Decenber 26th, it gave us
the break after Decenber 19th, after Christmas, so the
horsenmen had a great break there and | think that was
beneficial to them

Doi ng a very aggressive TV ad canpai gn right now,
field size is inmproving, and so things are | ooking up for
'07, but were challenging in 'O06.

COW SSI ON CHAI RPERSON SHAPI RO.  Ckay, any
Conmmi ssi oners have any comment ?

COW SSI ONER AMERVAN:  We talked a little earlier
when we were tal king about Bay Meadows, about where their
target audience is on the peninsula, and San Franci sco, and
the East Bay. Where do you consider your target market?

MR. RAINEY: CQur target markets are San Francisco,
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as well, a very big Asian conmunity there, where we target
that community. Bay Meadows is a little different because
t hey have the peninsula, which | don't think we get that
clientele fromthere.

There's a train station that drops off close to
Bay Meadows, it's an advantage. W have an AC Transit bus
systemthat brings to Golden Gate Fiel ds.

Qur target is mainly Oakland and the East Bay, |
believe, other than the San Franci sco markets.

COW SSI ONER AMERMAN:  Is it difficult to get from
San Francisco to Golden Gate? | nean, every tine | try to
go over that bridge and get there, it's a mess.

MR. RAINEY: It is difficult. There have been
sone bridge closures lately. W had a few days there where
there were sone instances where they closed the bridge.
Certainly, that affects it negatively.

But we're looking forward to this year. Like
said, we're experiencing a great season right now and nore
traditional dates for us. The after December 26th date. W
started on that Tuesday, which is not a great sinmulcast day,
but it was a good attendance date for us. And we've had
some nore clientele fromthe |local universities, sone
younger people com ng out.

We had a Dollar Day a week ago that was very

successful .
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COW SSI ONER AMERMAN:  You nentioned sonet hi ng
think very interesting, you said we're putting additiona
nmoni es into advertising and it seens to ne, fromwhat you're
saying, that it works.

MR, RAINEY: It has worked this past neet.
Apparently, the advertising is a little | ess expensive
during this season, so we've really taken advantage of that
during the holiday season and the first part of January in
the TV add campai gn.

COW SSI ONER AMERVAN: Wl |, the last comment is
I'"'mnot part of track managenent, so |I'd say to you, even
though it mght go up in costs, CPMs, maybe you ought to do
it because advertising does work

MR, RAINEY: The TV definitely has a great effect.

COW SSI ONER AVMERMAN:  Thank you.

MR. RAINEY: Thank you.

COW SSI ONER HARRI'S: | noticed you're doing the
four-day weeks, which we probably don't have enough history
of nowto really assess, but | think that's going to be an
interesting thing to analyze the inpact of a four-day week
on, you know, both the track and the purses, and how you do
on your non-live racing day, how the sinmulcast works on that
day, with bringing in the south and other tracks. | think
that may well be a nodel for the north to expand on, if it

looks like it's a win-win situation.
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MR, RAINEY: Definitely, the horse popul ati on was
better after the holiday break. And, simlarly, hopefully,
the four-day weeks will have the sane effect.

COW SSI ONER HARRI'S: | nean, for this year
unfortunately or unfortunately, there's been no rain.

MR. RAINEY: Right.

COW SSIONER HARRIS:  But a lot of tinmes this time
of the year it's rainy and you really have, you know, bigger
field size problens.

COW SSI ON CHAI RPERSON SHAPI RO: | think one thing
interesting to note in all of these is that it appears to ne
that the ADWincrease -- | don't know if Bernie's stil
here, she would know for sure. Are you there?

It appears that the ADWincrease is declining over
what we've seen in prior years. Am| wong about that or am
| accurate?

MS. THURMAN. Well, it's -- the growth is
declining, it's not as dramatic.

COWM SSI ON CHAI RPERSON SHAPI RO:  Ri ght

MS. THURMAN. But, again, it's a tinme frame issue,
especially in Northern California, because of who the
provi ders are.

COW SSI ONER HARRI'S: | think that one -- and,
obvi ously, Bay Meadows uses all three providers --

MS. THURMAN. Exactly.
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COW SSI ONER HARRI'S:  -- and Gol den Gate only uses
Youbet and Xpressbhet.

MS. THURMAN. So we have a wider distribution

COW SSI ONER HARRI'S: It | ooks like, yeah, the
nore you use, the nore you're going to get. It |ooks like
Bay Meadows is getting nore, although it |ooks like the
average of Bay Meadows was 452 a day, and at Golden Gate it
was 381, but | don't know if there were other factors in
there, also.

But those nunbers received for ADW do those just
count wagering on your track, or is that wagering in your
zone?

MS. THURMAN:  Your zone, plus out of state.

COW SSIONER HARRIS:  So it may -- you're picking
up sonme wagering even on a dark day, or whatever, on there.

MS. THURMAN:. Absol utely.

COW SSI ONER HARRI' S:  Yeah, but the average goes
back to your |ive days?

M5. THURMAN: Correct.

COWM SSI ON CHAI RPERSON SHAPI RO:  Ckay.

MR. RAINEY: |1'd like to say also, in closing,
that our ad canpaign and our TV advertisenents did get an
award at the University of Arizona, our | atest
advertisenent, so that was a plus for us.

COW SSI ONER HARRI S: It would be nice to see
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those sonetine.

MR. RAINEY: Ckay.

COWM SSI ON CHAI RPERSON SHAPI RO: All right. Thank
you all very nuch

The next thing on the agenda is general business.
In this regard, | would like to suggest, is we have a
Strategic Planning Commttee neeting will be held on
February 21st, and we had tal ked at the | ast neeting about
having a group or an ad hoc committee.

I would like to formthat and, in fact, | would
ask to see if Drew Couto would be willing to serve as the
Chairman of that. And also to then make sure that that ad
hoc committee would neet prior to the Strategic Pl anning
Committee neeting, such that we could get sone input from
t hem

We left off last year, in strategic planning, with
trying to cone up with a long-range plan. And while we are
all very desirous and hopeful that we will get mtigation
we al so have to face the realities that some of our tracks
could close and we could be left in a problem

Commi ssi oner Moss has suggested that there be sone
meetings within the industry and, therefore, | would ask
that M. Couto, if you would put together a group of people,
both north and south, and have some ad hoc committee

neetings, and report to the Strategic Planning Comittee
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February 21st, | think it would be very useful to us.
I knowit's a big task. |'masking you to do it,
since you're not a race track. And, therefore, I'mtrying

to make this as easy as possible. But we have to plan the
realities of what we're going to do in California, and it
woul d nake sense to do that. So | appreciate your taking

t hat charge

Under ot her business, is there anybody el se who
has anything el se that needs to cone up under other
busi ness?

COW SSI ONER MOSS:  Just on the |ast issue, M.
Chai r man.

COW SSI ON CHAI RPERSON SHAPI RO: Pardon me?

COW SSI ONER MOSS:  The | ast issue. How are we
doing on the legislative side on being able to even ask for
greater racing latitude insofar as cal endars are concerned?

COW SSI ON CHAI RPERSON SHAPI RO There was, | will
tell you, that there will be a legislative conmttee neeting
on the sane day, and we will be discussing |egislative
i ssues at that time.

COWM SSI ONER MOSS: Oh, okay.

COW SSI ON CHAI RPERSON SHAPI RO Just so you know,
and those people in the audience, there has been a hearing

that was called for by Senator Dean Flores, which was in
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fact to discuss how race dates shoul d be awarded, and al so,
and | did speak to hi mabout that, asking that we could | ook
at, that in the eventuality that we are put in the position
where one or nore of our tracks close, the current
| egislation restricts us.

Notwi t hstanding, | did speak to himactually | ast
ni ght, and asked himnot to hold that hearing, so that
perhaps this ad hoc comrittee could neet and a little nore
time could take place while | think nmuch of the industry is
| ooking to deal with howto find a way to get sone
mtigation fromconpacts that will be coning to the
forefront. And | certainly want to support, as we all do,
any effort we can to get that mtigation. So | think that
hearing is going to be put off. Okay?

COW SSI ONER MOSS: Ckay.

COWM SSI ON CHAI RPERSON SHAPI RO All right,
under -- oh, Bond, what's going on with our budget?

MR SMTH: M. Chairman, before |I have a conmment
on the budget, | have one other thing. At the Novenber
Board neeting you had asked for a 60-day report on the
Jockey's health insurance question and issues. That 60-day
period com ng up we did not -- we received sonme subm ssions
and communi cations fromthe Jockey's Guild, fromthe
California Jockeys, frominsurance brokers i mediately

before the submi ssion date for the package, and | determ ned
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that we didn't have sufficient tine to review, analyze the
content of those subm ssions.

So we asked that a full report be trailed unti
t he next board neeting.

COW SSI ON CHAI RPERSON SHAPI RO:  That's great. If
you would do that, | think that would be hel pful. And
al so encourage you to talk to TOC, who's actually party to
the --

You keep doing this, we see you.

MR, JAMGOTCHI AN: |'mjust stretching.

COW SSI ON CHAI RPERSON SHAPI RO Okay. W do ask
that you get the input from TOC, since they're a party to
t hat agreenent.

MR SM TH: Yes.

COW SSI ON CHAI RPERSON SHAPI RO:  But thank you, |

do appreciate that.

MR SMTH | thought it would be of inportance to
the Board to hear my perspective, newto CHRB, |'ve been on
board two nonths. | have a long history as a bureaucrat.
Okay, no rotten fruit forthcomng, |'ll continue.

| started to do a kind of a basic historica
assessnent, analysis of the Board' s budget. Went back to
the '91-'92 fiscal year, as kind of a baseline. That's
where readily available infornmation was, was there for nme to

| ook at.
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The Board's budget, that's the admi nistrative
office side, as well as for stewards, vets, |egal services,
everything, $8.8 mllion in '91-'92.

In the year 2001-2002, the Board's budget was $8.6
mllion. It had gone down $100,000 in a ten-year period.

In 2005-2006, the nost recently conpl eted year
t he budget was back up to just over $9 million, but only
because of the inclusion of a |late year appropriation to
cover what had been a shortfall, otherwi se.

So for the 15-year period from 1991-92 to 2005- 06,
the Board had a 3.3 percent increase in its budget.

And as any of you, who are successful business
peopl e know, that hasn't covered the cost of living increase
over that period of time, in any way, nuch | ess the increase
that has gone for our personnel costs, nuch |ess the
i ncrease that's gone for our contracted services for
stewards, vets, and | egal services.

So sonething that | would |ike to present a nore
t hor ough analysis, when | get a chance to dig a little
deeper in sonme of the line itens and that sort of stuff, and
I'"d like to keep you informed on that, as well

COW SSI ON CHAI RPERSON SHAPIRO. | think that's
terrific. 1 think it's inportant that you do give us back
this information, as well as | ook at what we can do to

i mprove our standing.
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It's nmy understanding that the Board has not, in
the past, been very active in submtting BCPs. | understand
that you're going to take a different approach with that.
BCPs are budget change proposals, if you don't know what
that neans. And so it's a very welconmed and it's a very
refreshing thing to hear

So we encourage you to nove on and thank you.

Al'l right, under general business | have one card.
M . Jangotchi an, do you have sonething that you need to
bring up under general business?

MR, JAMGOTCHI AN:  Yes, M. Shapiro, I'd like the
Board to just jot down any questions, when |'m done they can
ask ne questions, because | want to use ny five mnutes
producti vel y.

First off, I wanted to show you a check, two
checks, | should say. One check for $18,000 and the ot her
check for $3,000, and | wanted to tell you why this $21, 000
was paid to ne.

The $18, 375 check was paid to ne for a violation
of the California Public Records Act, when the CHRB failed
to produce docunents, which it held in its possession. In
fact, there were 24 e-mails that were wi thheld, and these
docunents weren't tendered until the court was about to
i ssue an order denmanding this fromits conputer to be

downl oad, to confirmthe e-mails that we knew she had.
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So just to let you know that $18,375 was paid to
me because of sonebody that violated the Public Records Act.
So | just wanted to address that issue.

Additionally, the second check was for $3,000, and
t hat check was paid ne because M. Shapiro refused to attend
a deposition.

So | want the Board to be aware of $21,000 of the
CHRB' s noney that went because of violations of the public
record act by Ms. Fermin, and M. Shapiro's refusal to
attend a deposition.

Secondly, I'd like to address an issue where on
Decenber 26th M. Harris sent ne an e-mail at 7:29 p.m,
saying that I as full of shit. "You are full of shit.”

And | just want to confirm M. Harris, with him
if he made that statement and under what context it was, if
he wants to respond. But | just wanted to get it in the
record because, obviously, you know of litigation. But I
just wanted M. Harris, see if he wants to respond to it,
nunber one, did you actually say that in that e-mail and,
nunber two, do you have a comrent about it. No comments
necessary, |'mjust asking you if you did it.

COW SSI ONER HARRI'S:  Yeah, | clearly did it and
think there's some degree of validity there.

MR, JAMGOTCHI AN:  Ckay, thank you.

(Laughter.)
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MR, JAMGOTCHI AN:  Additionally -- additionally,
M. Shapiro wote, in a Decenber 31st e-nmil, that | guess
the nerving issue was very inportant and that the Medication
meeti ng woul d have that certainly on the agenda.

Well, it's interesting that when we tal k about
nerving of a horse, for what reason | don' know. But we
have the Equi ne Medical Director nerving a horse, in

violation of CHRB rul es.

Now, | have the rule book from Hol | ywood Par Kk,
where there's a house rule, and I'Il get into the specifics
because | think that M. Arthur -- Dr. Arthur, rather

certainly can explain it further

But the rule says -- 1'll let you take a break,
M. Shapiro, so you'll hear this.

What the rule says is that your supposed to get
the approval of the state before you nerve a horse. Now,
M. Mandel a, who trained the horse, and Dr. Arthur, who was
his vet at the tine, nerved this horse wi thout getting the
approval of the State vet. Now, that's a clear violation of
the rules.

So how do we have a doctor, that's sitting as
Equi ne Medical Director, doing things to violate the rules
of horse racing and not be addressed. | think it's tinme
that this Board not | ook to protect people, but when people

violate the rules --
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COW SSI ON CHAI RPERSON SHAPI RO M.
Jangot chi an - -

MR. JAMGOTCHI AN:  Yes.

COWM SSI ON CHAI RPERSON SHAPI RO |'m going to have
to stop you on that issue.

MR. JAMCOTCHI AN:  And under what reason?

COW SSI ON CHAI RPERSON SHAPI RO M. Jangot chi an,
you may be discussing sonmething that may be subject to an
i nvestigation and, therefore, this Board cannot hear
anyt hi ng about that.

MR, JAMGOTCHI AN:.  Well, it is being investigated,
now, so I'Il wait for the investigation to be conpl et ed.

COWM SSI ON CHAI RPERSON SHAPI RO: Woul d you pl ease.
And pl ease note that you have one mnute left, | believe.

MR, JAMGOTCHI AN: That's fine, and I'Il bring that
up later, no problem

Additionally, there's a big problemin the State
that you m ght not be aware of, and that problemis going on
right now at Barrett's. There are a |ot of horses being
sold at Barrett's now for a thousand, $500, $900, whatever
the small amount of noney is. Those horses are not staying
in the State, those horses are |leaving the State.

I don't know how the breeders of California are
ever going to make any noney in this State breedi ng horses,

and that's a serious problemthat this Board needs to
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address inmediately. The horses that are being sold at
Barrett's, now, are not staying in this State, they're going
to other states. It hurts the Cal Bred Programs. But |
think that fromat |east M. Harris's perspective, he'l
probably be in great shape because of all the Cal Breds he
breeds, he'll probably have the only Cal Breds in the race
for the incentives.

So it's sonmething that | think you ought to
consider is that these horses are |leaving the State fromthe
sal es pavilions, before they ever reach the race tracks.
Thank you.

COWM SSI ON CHAI RPERSON SHAPI RO: All right, | was
handed one nore card. Richard English.

MR, ENGLISH: Yes, M. Chairman, 1'd just like to
make a brief coment about the announced retirement of John
Reagan. | just want to express ny thanks to M. Reagan,
al t hough he's not here today. | worked with himfor over 20
years through the advent of satellite wagering, inter-track
wagering, intra-state wagering, ADWwagering, and John
Reagan has al ways been as know edgeabl e as anyone |'ve dealt
with in the industry, and he'll be sorely mssed as a
reference, as a technical reference, and as a man of
integrity and responsibility. And | just wanted to put that
on the record, how nmuch | appreciated his help over the

years. Thank you.
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COW SSI ON CHAI RPERSON SHAPI RO.  Thank you.

COW SSI ONER HARRI' S:  John, what is your -- | was
t hi nki ng maybe we could get him back at a future neeting and
get Rod Blonien to sing Happy Trails one nore tinmne.

COW SSI ON CHAI RPERSON SHAPI RO: Well, we'll see
i f sonebody can bring M. Blonien out to sing to him and
we'll certainly try to get himout here and give himthe
appropriate send off, with a rendition of Happy Trails To
You.

This will conclude the neeting of the -- the open
portion of the neeting. W, as a Board, nust still have
i ssues for closed session. Thank you very nmuch and
appreci ate your attendance today.

(Thereupon the California Horse Racing

Board adj ourned to convene the cl osed

session.)
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