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PROCEEDI NGS

EXECUTI VE DI RECTOR FERM N: If we could have
everyone's attention, please. WIIl the nmeeting come to
order.

This is a regular nmeeting of the California Horse
Raci ng Board on Thursday March 23, 2006, at Gol den Gate
Fi el ds, 1100 East Shore Hi ghway, Al bany, California.

Present at today's meeting is Chairman Shapiro;
Vice Chairman Marie Moretti; Comm ssioner WIIliam Bianco
is not here yet; Comm ssioner John Harris; and
Commi ssi oner Jerry Moss.

And we're going to be going into executive session
at this time, and we will return.

And Marie's not here, so far. Hopefully they will
be here soon.

We're going to close at this point and go into
executive session.

(Thereupon the Board recessed into executive

session.)

CHAI RPERSON SHAPI ROC: I would like to wel come
everybody again. This is the March neeting, regular Board
meeting, for the California Horse Racing Board.

We just concluded the executive session. We need
to be out of here, if we can, by post time, because it

gets quite loud in here. So we'll do that.
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First item of business is the mnutes. |Is there
any discussion with respect to the m nutes of the neeting
that was held on February 16, 20067?

VI CE CHAI RPERSON MORETTI : No.

I would nmove to approve them

EXECUTI VE DI RECTOR FERM N: There's a notion to

approve.

I's there a second?

BOARD MEMBER MOSS: Second.

CHAI RPERSON SHAPI RO:  Any di scussi on?

Bei ng none, all in favor?

(Al ayes.)

CHAI RPERSON SHAPI RC: I"'mgoing to -- We have one
matter that I'm going to take out of order, and this would

be Item Nunber 8, which is a Memorandum of Understandi ng
between the California Horse Racing Board and the Jockey's
Gui | d.

M. Broad is here and going to be speaking to the
Speaker of the Assenbly today to pronmote horse racing and
make sure we get nore noney. So | told himwe will take
this itemfirst, so we're going to do that.

So we'll please hear Nunber 8, then.

MR. REAGAN: Thank you, Conmm ssioners. John
Reagan, CHRB st aff.

This item has to do with the program that the

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

Jockey's Guild maintains, per Section 19612.9 of the

Busi ness and Professions Code. This is where we take the
uncashed refunds and then provide a health and wel fare
program to California jockeys.

In the past, up to this point, we have waited
until we have the audited nunbers in order to reimnmburse
the guild. This has caused kind of an undue pressure on
them in the sense that sometimes it can be 9 to 18 nonths
after the expenditures have been made before they're
rei moursed, and we're talking mllions of dollars here, so
that causes them to play banker for quite a while.

This menmory -- MOU, Mermorandum of Under st andi ng,
will allow us to reimburse them on a nore current basis,
based on estimtes, 85 percent of |ast year's, and so on
and a so forth.

We feel this is a solution that'll help the guild
and keep the program nore viabl e.

CHAI RPERSON SHAPI RO: Thank you. I would like to
add to that, because | was -- | did play a part in the
drafting of this and did work extensively with the Guild
in doing this.

I think that this is also going to alleviate a | ot
of confusion that we've had in the past, where the Guild
has been forced to take noney from other pockets that it

has, to front money for the health and wel fare plan, and
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this is sinmply the way to do it. There's a true-up at the
end, and | think this is truly in the best interest of the
guild and adheres to the intent of the California health
and wel fare plan, so | very nmuch endorse this.

MR. BROAD: Barry Broad on behalf of the Jockey's
Guild. Thank you for indulging ny time problem

And we woul d of course appreciate this. The
problem that the Guild has faced for a long tine is that,
essentially, this is to benefit that programin which a
mllion dollars is paid for the benefit of the California
jockeys and their dependents. But what has happened in
the past is that we have to wait a full year afterward
because you spend the money over the course of a year and
then you do an audit of the previous year and then the
audit numbers have to be revealed -- or reviewed by the
Board. And we -- The problemis that it's a significant
cash flow issue for an organi zation that has a thousand
menbers nationally.

And so what essentially is happening is that al
the jockeys in the rest of the country, because the
jockeys here are paying a reduced anount because of this
subsidy are, in effect, carrying California.

So what we're doing now will have sort of a
mont hly di sbursenment, based on 85 percent of the previous

year's audited numbers with a -- as the chai rman has
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poi nted out -- with a true-up in the end. And then we'll
figure out what, if anything, to do with that extra
15 percent.

So that should work to deal with the cash flow
probl em on an ongoi ng basis. The Board staff have access
to the third party adm nistrator that we use and their
records at any time, so that rather than | ooking at a
whol e year, if at any moment they want to | ook at what's
happeni ng ri ght now, today, in the last nmonth, in the |ast
two months, the clains that are being paid, they can do
that. And that would avoid controversies and any other
i ssues.

You know, obviously, we've just conme through a
very, very difficult situation with our former nmanagenent,
and | have to say, | really appreciate the faith that you
have shown in dealing with the current managenment. We've
had a very difficult situation. W're getting through it.
And we're getting this organization back to where it needs
to be. And we built up, | think, a lot of credibility in
the industry and with regulators, and we're doing the best
we can.

So anyway, thank you very nuch.

CHAI RPERSON SHAPI RO: Thank you.

Is there any other coment?

If there is none, | will entertain a nmotion to
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approve this.

I's there a second?

BOARD MEMBER HARRI S:  Second.

CHAI RPERSON SHAPI RC: Second?

Al in favor?

(Al ayes.)

CHAI RPERSON SHAPI RO: It is passed.

Now we'll go back to the regul ar agenda.

And Broad will go.

The next item on our agenda is |Item Nunber 2,
which is discussion on Application to Conduct Horse Race
Meeting of the Holl ywood Park Racing Associ ati on.

MS. WAGNER: Good morni ng, Conmm ssioners. Jackie
Wagner, CHRB staff.

The application before you is fromthe Holl ywood
Par k Raci ng Association. They are proposing to race from
April the 26th through July 16th for 61 days. They are
proposing to race a total of 525 races, or 8.6 races per
day.

They will be racing five days per week, Wednesday
t hrough Sunday, with eight races on Wednesdays, Thursdays,
Fri days, and May 15th, which is a Monday.

They will be racing nine or ten races on sel ected
Saturdays, Sundays, holidays, and on July the 3rd.

They're proposing to race nine races on Friday,
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April 28th; 11 races on Saturday, May 6th and July 8 and
on Sunday, July the 2nd.

Their first post time will be 1:20 p.m daily, and
they are proposing a 7:05 post time for Fridays.

We have a couple of itens that are stil
outstanding on this application, particularly, the
horsenmen's agreenment and stake schedul e.

In addition, we have checked with Holl ywood Park.
As you know, the |ast week that they ran, there was a
problem with their turf course. W have received
correspondence from them I think that has been forwarded
on to you, that the turf course nowis in great condition

There is a representative from Holl ywood Park
here, if you would like to ask any questions.

And staff would propose that you approve the
application, contingent upon us receiving the m ssing
i nformati on.

CHAI RPERSON SHAPI RO: Thank you.

M. Watt is in front of us.

M. Watt, could you please update us and perhaps
TOC as well, where we stand on these. As you know, there
was correspondence to the Racing Board that we may be
asked to intercede in the dispute over the stakes.

Coul d you pl ease advise us where that stands? And

"Il ask TOC to in a second.
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MR. WYATT: As has been stated --

CHAI RPERSON SHAPI RC: Pl ease state your nane.

MR, WYATT: Eual Watt, Holl ywood ParKk.

As has been stated, we do not have a conplete
agreenment yet. We have an agreement as to the | anguage in
the first agreenent. We have been working the past
couple, three days, trying to reach an agreenent.

My personal feeling is that both sides are making

a good faith effort. There is a proposal on the table at
the moment. l'"'m nmore optim stic than pessim stic that
this will be resolved shortly.

CHAI RPERSON SHAPI RO  Wel I, you know, it puts us

in a spot that we're asked to approve a l|license
application that's not conpl ete.

And anot her question |I'm going to ask about is the
ADW agreenents, because what we don't want to find is that
there is some matter that could affect the industry by
havi ng an inconmpl ete application. And | don't think it's
fair to the Board that we're being asked to approve
somet hing that's not conpl ete.

So | would like to have sonme assurance that we
know that this matter will, in fact, be resolved between
the parties, that we don't have to worry about calling a
speci al neeting, or that a race is going to be

interrupted, | guess.
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BOARD MEMBER HARRI S: I guess there is sone nmethod
of arbitration. It needs to go to arbitration or
sonmet hi ng, or negoti ations.

CHAI RPERSON SHAPI RO: Unfortunately, this cones
down to the wire and all too often, we sit up here and
things come down to the very last mnute. And it puts us
in a very unfair position

I don't think we should be asked to be approving
things at the very last m nute. And we get deluges of
informati on or we get |last mnute calls for help.

So | don't think what the inpasse is. | certainly
woul d hope that the parties work it out thenselves. But
while | do appreciate that we have been meeting for the
| ast few days, | don't know what the holdup is, and I
would like to know what the hol dup is.

So if TOC or Hollywood Park can tell us, | mean, |
appreciate you're closer than being further away.

MR. WYATT: I understand. And certainly we al
wi sh we were closer or give you sone definitive answer. I
can't.

I can only tell you that, as with nost
negoti ati ons for agreenment, there is a difference of
opi nion, and I'm not making a statement that we're right,
they're wong, or vice versa. W are trying to work on a

conprom se situation, and | amrelatively confident that
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10
that will happen. | cannot guarantee it, sir.

CHAI RPERSON SHAPI RO: Well, but aren't we placing
the state of California and all the horsemen's vested
interests in your relative comfort and isn't that -- |
mean, maybe what we should do is say that these agreenents
have to be in place by the time this application is
subm tted, and not the Board meeting. And that if it's
not done, we will decide it at the time there's a Board
meeting.

MR. LI EBAU: Chairman Shapiro, nmy nanme is Jack
Li ebau from Hol | ywood ParKk.

There have been times in the past, not relatively
recently, but where Horsemen's agreements have had to be
negoti ated after the licenses. I can remember that, for
i nstance, when Chairman Scurfield was the chairman and
George Nicholas was on, there was a big flap about the
proprietary rights that various entities had the track
versus the horsenen.

That di scussion went on for a considerable period
of tine. I, for one, do not think that the Board can put
us in a position where we have to have an agreement,
because ot herwi se, you know, we have no | everage. | f
you're going to say we can't have a license, we don't have
an agreenent.

And | would also point out that in the
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11
regulations -- | think it's 2022 -- there's a specific
reference to what happens. And that is that either side
can request a hearing before the Horse Racing Board on the
matter. And that's how it gets determ ned.

So at this point in time we do think that we are
relatively close to an agreenent, but as M. Watt said,
we can give you no guarantee of that, and we would at this
time request that the hearing be noticed in the event that
we don't reach an agreenent.

CHAI RPERSON SHAPI RO: Well, do you --

MR. LI EBAU: So | don't think anybody's at risk
here.

CHAI RPERSON SHAPI RO:  Then what happens if you
don't reach an agreenent?

MR. LIEBAU: Then you would have the hearing that
you woul d notice under that regulation would take place,
and the Horse Raci ng Board woul d deci de how the matter
shoul d be resol ved.

BOARD MEMBER HARRI S: I think that's a good way to
handle it. But to do that, we do need the ten-day notice
and all that, so we need to decide if there's sone
deadl i ne, that we --

MR. LI EBAU: I woul d suggest that you give the
notice i mmediately.

CHAI RPERSON SHAPI RO:  And | guess what |'m saying
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is that perhaps what we should do is by the date these
applications have occurred, that the deadline to do it is
going to be earlier than the date we hear this.

I mean, nmy objection here is that we're being
asked to approve a license application that is inconplete,
and | don't think this Board should be approving
i nconplete |license applications.

Therefore, if I follow your logic, what we should
do is set a date that if you want your |icense application
to be heard, you nust have all agreenents in place 10 days
prior to the Board nmeeting -- or 11 days prior.

And if it's not conplete, then we'll hold a
hearing the date of the Board meeting to make that
determ nation to approve the |license application

MR. LI EBAU: Whatever procedures you think are
appropriate is the way it should be, Chairman.

CHAI RPERSON SHAPI RO: That doesn't change any
| everage in the negotiation. It simply makes parties get
t oget her sooner.

MR. LI EBAU: Believe me, we're not | ooking for
| ever age.

CHAI RPERSON SHAPI RO: Well you just said it takes
away | everage. I"m just responding to what you said.

MR. LI EBAU: The | everage is that if -- If, as it

is reasonably stated at sonme Horse Race Board meetings,
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13

that you have to have an agreenment with the horsemen prior
to being licensed, which |I don't think has been the
precedent over the years or what is contenmplated by the
regul ations. Then you're putting the tracks in a bind,
where they have to, you know, agree no matter what.

The tracks have -- First of all, the tracks have
an obligation to put on the best possible show that they
can.

CHAI RPERSON SHAPI RC: We agree on that.

MR. LI EBAU:. And, you know, the difference of
opi ni on now, between the horsenen and the track, here, as
to what's the best show.

CHAI RPERSON SHAPI RO: So are you saying that you
don't feel you have -- there's an obligation of the Racing

Associ ation to have an agreement with the horsenen, as a

condition to their |icense?

MR. LI EBAU: I think that you can condition it on
that. You can say that you have to have the horsenmen's
agreenment prior to the meeting opening. I don't see any

problem with that.

You condition licenses for many, many years, for
instance on having to have fire clearances and things |ike
t hat . It's just a regular course as it happens.

Here, in this instance, you would be saying that

there's going to be a hearing and at that hearing
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14
presumably, the Board, you know, has within their power to
deci de what should happen. That's it.

And from our posture, we have no problemwith the
Board doing that in this instance.

CHAI RPERSON SHAPI RO: Well - -

Go ahead.

EXECUTI VE DI RECTOR FERM N: This past year we have
been consistent in that all of the -- 1 think every
license that has been issued, we did put out a menmo to
everybody and we did want the agreements in place.

I think there was one time with one of the neets
up here in northern California, that we were guaranteed
that we would have it at the neeting, which they did, but
we have been very consistent this past year.

CHAI RPERSON SHAPI ROC: You know, it also goes to --
You're a nonth away from opening, and we wi sh you the nost
success possi bl e, obviously.

How can you even advertise what you're doing if
you don't even know what your stake schedule is? So
doesn't just the logic of it dictate that you need to know
this as quickly as possible?

And if we weren't being asked to approve a license
application, aren't we also required to understand all the
facts that are pertaining to that |license, which you do

include that there's an agreenent with the horsenen?
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And yet, we're being asked to approve a license
application that is inconmplete today. And |I'm not saying

it's your fault.

MR. LIEBAU: M. Shapiro, I'mfaced with a
situation of maybe having to cut -- If | can see right
now, | probably will have to cut ny stake schedul e by
$450,000. I'munwilling to do that.

CHAI RPERSON SHAPI RO:  But - -

MR. LI EBAU: Let me finish.

And | think that all we're doing is, we're asking
for some time. We're asking for the Board to go ahead,
under the procedures that are outlined in the regulation
and notice the hearing. And if we can't arrive at a
decision with the horsemen, then the Board is going to do
that within ten days, if you notice the hearing today.
That's all.

BOARD MEMBER HARRI'S: | think that seens like a
| ogi cal solution to ne.

If there is a true i npasse in the negotiations
that aren't resolved by the time of the hearing, the Board
is just going to have to come up with what they felt was
the best sol ution.

CHAI RPERSON SHAPI ROC: | agree with you.

I just wish that in the future, fromthis point

forward, we could mandate that it's done 11 days -- that
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the horsenmen's agreenent nust be done 11 days before, and
we can hear it at the regular neeting.

BOARD MEMBER HARRI S: None of these issues are
i ssues that are new to us -- Nothing that anyone knows now
on the overall case that we didn't know 60 days ago.

CHAI RPERSON SHAPI RO M. Couto?

MR. COUTOC: Drew Couto, Thoroughbred Owners of
California.

First, I want to thank M. Watt for his efforts
over the past few days to resolve this. He' s been great
to work with, and | share some degree of optim smthat he
expressed, that we're going to cone to a resolution here
very shortly.

As far as the tardiness of sonme of these
agreenents, the TOC horsenen's agreement requires the
racetrack to provide to us a stake schedule, 90 days
before they submt their application.

And unfortunately, not every racetrack does that;
they submit themto us at the |last m nute.

"1l give you an exanple, though, who does it
correctly.

Del Mar -- we just decided their stakes, an
overni ght schedule this past week. There's no probl em
That contract will be executed in the next few weeks.

Fai rplex, typically, is well out of the curve,
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again, getting it to us usually four or five nonths in
advance. They never have a problem with us.

So we get in these binds with the racing
associ ations for whatever reasons, and |'m sure there are
some |l egitimte business concerns. Get these materials to
us either at the sanme time as the application or just
before the application.

I have a board that is not easy to get together,
to review these stake schedules. They are busy. They are
out there. So we've asked for 90 days' lead time so we
can coordinate with them and go over this.

The particular situation M. Liebau is referring
tois the fact that, as | understand it, that their race
st akes have been cut by three days, two weekend days, and
that was | ast year sonme tinme. And now we are confronted
with the way they shift nonies to stay under the high
st akes percentage in the state that they have in ternms of
nonies. And so there's a bit of a disagreenment here.
There's give and take. But as | said, M. Watt's been

very hel pful, very cooperative, and |'moptim stic that

we'll get there very shortly.

CHAI RPERSON SHAPI RO: Wel |, okay.

I guess what we'll do is, we should give notice
today that we will hear the matter -- if it's not resolved
in ten days -- at a special neeting.
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Can you, while you're there, M. Liebau, can you
tell us, Are the ADW agreenments in place? |'m concerned
as you know. I don't want to see any interruption of your
ADW program  And |'m responding to prior e-mils and
di scussi ons we've had, just to make sure that it's in
pl ace for you.

MR. LIEBAU: Well, we have a contractua
relationship with TVG

The horsemen represented by the Thoroughbred
Owners of California at any time can, under the Interstate
Raci ng Act, can revoke or prohibit the signal being sent
out of state.

My under standi ng of what's goi ng on at this point
in time in the industry is that there is discussions going
on between TVG on one hand and | think Magna on the other
hand, pursuant to the direction of Senator Florez. In
t hose discussions, while |I have no idea as to what they
are tal king about, | think that they are proceedi ng, and
the outconme is promsing. And | have every hope that
Hol | ywood Park will be able to pursue it under its
existing contract with TVG

CHAI RPERSON SHAPI RO: Well, | just want to make
sure that there's -- | would like just like to hear from
the parties that there's nothing that's going to interfere

with your meet and you would be able to conduct it.
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MR. LI EBAU: I would hope that nothing would
interfere with our nmeet, and | very nmuch appreciate your
concern.

But the horsemen have been a lever, so to speak,
under the Interstate Horse Racing Act.

BOARD MEMBER HARRI S: My concern is to we went
through this thing -- on Christmas Eve, getting calls
about it. If there's some issues between the different
parties, we need to get them on the table now rather than
wait till the day before the neet, and there's a big --

CHAI RPERSON SHAPI RO: And M. Couto is standing
behi nd you, and I want to hear the same from you that we,
| believe, just we're not trying to interfere in whatever
contractual negotiations are taking place. Because it's

not our place to decide what the terns of those agreenents

are, but what we do care about is that you will have the
best opportunity for success, and to utilize ADWto the
full est extent. So M. Couto, could you also give us that

assurance?

MR. COUTO: I don't know what assurance | can give
you. What | can tell you is that with regard to Bay
Meadows, and M. Liebau knows that TOC agreed with the hub
fee rate that was being charged by TVG for wagers placed
on Bay Meadows races. That was never an issue as to what

t hey were conmpensated for using our product.
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The issue has dealt solely with the inmported races
and the hub fee there.

So | don't know how we're going to end up at the
Hol I ywood Park nmeet. I*'m hopeful that these discussions
going on will, in fact, be productive. But I think you
al so need to be aware that not only is ADW an unresol ved
matter, but all of the interstate transmi ssions of the
Hol | ywood signals are not yet resol ved.

Hol | ywood has, | think, by virtue of the purchase
agreenent, |licensed CDSN, Churchill Downs Sinul cast
Net work, to negotiate all of the out-of-state contracts
for the sale of the Hollywood Park signal on our behalf
and on behal f of Holl ywood Park.

We encouraged CDSN staff to begin that process in
January, which is -- Decenber 26th, which is basically the
begi nning of the California racing year so that we could
maxi m ze the return for all California tracks. But CDSN
views the start of its racing year to be the start of the
Churchill meet, which coincides with the start of the
Hol | ywood Park meet, and did not want to negotiate
Hol | ywood Park or Bay Meadows rates with the rest of us.

So we spoke to them as recently as the beginning
of this week as to what the status of those negotiations
were, and we're somewhat in the dark. So you've got the

ADW up in the air, and you've got the Interstate Sinulcast
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up in the air, and until CDSN gets back to us -- We're
hopeful it will be worked out, but they have sone
i ndependent, corporate objectives that they seemto
superi mpose on top of the negotiations for their signals.
And I'mjust -- We've warned them that we do not want the
California signals to be inmpacted because of Churchill's
out -of -state interests al so.

So that remains an issue as well.

BOARD MEMBER HARRI S: Because those are
essentially bigger issues in my mnd than the stakes
i ssue.

MR. LI EBAU: I can assure this Board that
Hol | ywood Park racetrack has al so advi sed Churchill Downs
that they should be dealing with our signal separately and
that it should not be detrimentally inpacted by any
bundl i ng.

CHAI RPERSON SHAPI RO:  So - -

MR. LI EBAU: I"m sure that Churchill Downs wi l
carry out their contractual obligations.

I would assune that the Hollywood Park signal will
not be sold for less than it is sold by other tracks in
this state.

BOARD MEMBER HARRI S: As | understand it, the
actually fee on the inport races are bet in California,

but the inmport fee, that fee is set by the track with the
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ADW provider. And that was a part of a dispute as far as
linking that fee to other fees.

But has that fee been set for this year?

MR. LI EBAU: I think you have reference to the hub
fee that is payable in connection with wagers made by
California residents on races conducted outside the state
of California.

BOARD MEMBER HARRI S: That's right.

MR. LI EBAU: And we at Holl ywood Park are not a
party to those negotiations. Those negotiations take
pl ace between the ADW provider and the host or the sending
track.

As to the hub fee, | think that you have this
question as to who has the right to set the hub fee. And
as you will recall from some discussions around --
probably don't want to recall -- around Christmas Eve,
I*ve al ways thought that that hub fee is determi ned in
accordance with the | aw which says that it's between a
licensee and an ADW provider. There is a difference of
opinion on that, | take it, in whether it's sonehow the
California Horse Racing Board has the right to set that
fee and then sonmehow --

CHAI RPERSON SHAPI RC: We're not getting into that.

MR. LI EBAU: No, but this is a whole issue that

I'm a bystander in.

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

23
BOARD MEMBER HARRI S: I mean, | think the lawis
fairly clear that it is the track, but it is a fee -- |
mean, is that fee set? | mean, at least is that the known
number at this point?
MR. LI EBAU: I"m not sure that it is, M. Harris.
I think that we have CHRIMS saying it's one thing

and somebody else thinking it's something else. And |
woul d say the confusion seems to be running ranmpant, and
hopefully it will be somehow clarified or resolved by

t hese discussions that are going on, to which |I'm not a
party.

MR. COUTO: Drew Cout o, again, on behalf of
Thor oughbred Owners of California.

I would like to point out, M. Harris, that if you
| ook at the contract between Bay Meadows and TVG, for
exanple, there is no provision in that contract that
relates to the hub fee on out-of-state signals.

The only hub fee nmentioned in there is the hub fee
relating to that which is charged for Bay Meadows's
si gnal s.

So if you look at all the contracts -- In fact,
goi ng back, it's never been addressed; it's always been
addressed by TFC. And a year ago, when M. Liebau started
runni ng Bay Meadows before he signed with TVG he was kind

enough to call me and say, "What's the rate going to be?"
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Just make sure that when | write the contract that
what ever rate you eventually negotiate with TVG or whoever
el se applies to our contract, and | thought we would work
t oget her on getting that |anguage so he was protected.

So | think the practice has been -- and this is
probably not the right time to discuss this. But | just
want to clarify for you, the contracts between the
racetracks and the ADW providers are silent as to what the
hub fee is on those important races, and that, | think, is
a further reflection of the fact that TOC has been the one
negoti ati ng.

CHAI RPERSON SHAPI RO: I don't think we should get
into that debate on who's -- That's a whole different
matter, which is on our agenda | ater. And | don't want to
go there.

Again, | think that what we're |ooking for is just
sonme assurance that this matter is going to be able to be
handled in a way that doesn't interrupt or inpede the
progress and the success of the neeting. And that's where
we're comng from

MR. JAMGOTCHI AN: Members of the Board, my nane is
Jerry Jamgot chi an.

I have a question with regards to the application.
Number 11, security controls.

CHAI RPERSON SHAPI RO:  Okay. Go ahead.
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MR. JAMGOTCHI AN: Thank you very much. ltem 11
under security controls tal ks about the established
members, security guards, people that are going to handle
the security at the track.

It states that "on all graded/stakes races and
races of $100,000 or more, we will have an officer
assigned to each horse six hours out. This officer will
be equi pped with a video surveillance canmera and a
security radio.”™ Then it goes on to say they have
additional agents to nonitor the security enforcenent.

I"ve got a couple questions with regards to this
i ssue.

Nunber one, at Santa Anita, this year, | think it
was the Santa Anita handi cap date, there were 44 horses
that were entered in the races in these graded races in
excess of a hundred thousand doll ars.

In | ooking at the video equi pment for Hollywood
Park, it shows that eight DHC-35 Sony cameras and siXx
DHC- 367 Sony canmeras, for a total of 14 caneras.

How are you going to nonitor 40 horses with 14
canmeras?

That's my first question.

Can | get a response to that?

MR. WYATT: | think the reference to the cameras

is caneras that are used by the RTV. There's no reference
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have or don't have.

MR. JAMGOTCHI AN: Do we know how many handhel d
canmeras that they have --

MR. WYATT: Yes. We will have as many as it
takes. And at all of the stake days in the past, every
course has had an individual officer and a canera.

MR. JAMGOTCHI AN: The reason why | bring this up
is on Santa Anita handicap day on March 14th, a
mllion-dollar race in which M. Mdss's horse, G acono,
was in this race, Santa Anita had 27 cameras for these 40
horses or so.

CHAI RPERSON SHAPI RO: M. Jangot chi an. We're
not --

MR. JAMGOTCHI AN: Excuse ne.

CHAI RPERSON SHAPI RO: No, no.

MR.  JAMGOTCHI AN: You' re interrupting ne.

CHAI RPERSON SHAPI RO: I know I'minterrupting you.

This has to do with the Holl ywood Park |icense
application.

MR. JAMGOTCHI AN: | understand.

CHAI RPERSON SHAPI RO:  We're discussing that
application. We are not discussing what took place at
Santa Anita at any tinme, at all.

So if you have a question pertaining to this

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

MR. LI EBAU: M. Shapiro, maybe | can just say

that there will be a guard at each -- at the stall of each
horse, and each guard will have a camera. And that's it.
There's no question about that. Okay.

CHAI RPERSON SHAPI RO: Thank you. OCkay. Thank

you.
MR. JAMGOTCHI AN: Thank you
Wth regards to the stall watching, can you assure
us that the stall watchmen will be CHRB-1licensed?

CHAI RPERSON SHAPI RO: They are not required to be
CHRB- | i censed, to my know edge.

EXECUTI VE DI RECTOR FERM N:  You use an independent
contractor.

MR. LI EBAU: We use an independent contractor. I
may say that we have a history of doing this at Bay
Meadows, and it has worked quite well.

I would say that we have the sanme sort of a system
at Hol |l ywood Park. Qur track record on this, | think, is
exenpl ary, and we have done a good job at Bay Meadows.

And we intend to do a good job at Bay Meadows.

BOARD MEMBER HARRI'S: | think we need to | ook at,
in whole, all those protocols involved in the
communi cations capabilities and the whole systemto make

sure that it's what we want it to be, because a | ot of
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money gets spent on that.

CHAI RPERSON SHAPI RO: M. Jangotchian, | wasn't
done asking my questions, so if | can finish
MR. JAMGOTCHI AN: I will be happy to wait first.

CHAI RPERSON SHAPI RO: Thank you.

M. Liebau, on your application, it states that
there is the Kerlan-Jobe orthopedic jockey position. I's
that an actual doctor that is on the prem ses?

MR. LI EBAU: Just to give you sone background, we
have a long relationship with the Kerlan-Jobe Associ ati on,
and they supply us, | believe, at our |ast neeting, three
di fferent physicians who share the duty, and there is one
of them there every day.

CHAI RPERSON SHAPI RO: So there is a doctor on the
prem ses during the race?

MR. WYATT: That's correct.

CHAI RPERSON SHAPI RO: Fi ne.

Wth respect to the various sites that are
attached as Attachment A -- and this is going to pertain
both to this application and also to the Bay Meadows
application, so you may want to answer themjointly -- it
lists all these facilities that receive the signal

And in my |l ooking at it, | wanted to know, are any
of these facilities that are out of country, are they al

goi ng through our pari-mutuel approval ?
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MR. WYATT: They all go through the pari-nutuel
approval s.

If you can give me a monent, so | can find it.

CHAI RPERSON SHAPI RO: And I mght tell you that if
you have your book, it m ght be easier if you actually
| ook at Bay Meadows.

MR. WYATT: Well, if you |ook at the schedule, at
the end of the schedule there is Suffolk pool.

It begins with Arima Race Club.

CHAI RPERSON SHAPI RO: I think that's on the Bay
Meadows one. But that's fine.

MR. LI EBAU: Those would be simlar.

CHAI RPERSON SHAPI RO: Fi ne.

So let me ask a question.

MR. WYATT: Sure.

CHAI RPERSON SHAPI RO: How are we -- |If they are
goi ng through separate pools, how are we assured these are
not illegal, off-shore bookmakers and that we're getting

the benefit of that review?

I'munclear as to how -- Wien | | ook at these
names and | see Aruba and what -- | don't even know where
BAH i s.

MR. WYATT: Well, we need to be tal king about the
same |ist.

CHAI RPERSON SHAPI RO: I'"'m | ooking at the Bay
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Meadows one, but |I'm assum ng they are the same for
Hol | ywood Park and the names were different and the

schedul es were different.

| see Barbados. | see Aruba. | see Curacao, St.
Kitts.

And how do we know that these are legal entities
and not off-shore -- illegal off-shore bookmakers?

MR. WYATT: I think we need to clarify again in
what section of the list we're |ooking at.

CHAI RPERSON SHAPI RO: Okay.

I am | ooki ng at Page 6 of the Bay Meadows
application, if you have that one in front of you.

It is presented differently and it is easier for
me to decipher.

MR. WYATT: I think if you start at the beginning
of that, | believe it's Australia, St. Croix, Aruba
Australia, Curacao, Europe, St. Kitts, etc., Barbados.

These are common pool sites. Those come through
our inter-pools. There is a section after that that says
separ ate pool .

CHAI RPERSON SHAPI RO: Correct. I''m now | ooki ng at
t he separate pools.

BOARD MEMBER HARRI S: You're | ooking at the
separate pool s.

CHAI RPERSON SHAPI RO: I''m | ooking, but | see where
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M. Watt's | ooking. It says "separate pools."

And in there | see all these names and |' m aski ng,
how -- What benefit are you as a track, are the horsenen,
and State of California getting fromthat? And how do we
know t hey are not illegal, off-shore bookmakers?

MR. COUTO: M. Shapiro -- Drew Couto from
Thor oughbred Owners of California.

Let me see if | can help out here.

The ill egal conpanies that you' re concerned about
are likely comng in through the conm ngled pools, not
t hrough the separate pools. They need the depth of the
pool, they need the ability to lay off the wager and
receive, in return, a track pay-off. So the concern about
the illegals is they typically acquire accounts at some of
our legal sites, and then bet as individuals and |ay off
their risk that way.

This is an issue that we've raised about certain
of our sites and what sort of oversight and regul ation we
have el sewhere, but that's not the issue here.

The issue with regard to the separate pools, the
separate pools are typically currency conversion issues or
limtations on the ability to transfer funds
internationally, and what happens there is a conmpany -- a
country doesn't appear on here, but in Venezuela, say,

they will create a separate pool. The odds are then
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determ ned based on the nopney in that pool. And we
receive -- in the same way we receive a percentage fee
froma common pool, we receive a percentage fee from a
separate pool.

The third and final arrangenment here is the fl at
fee. And that would be something |like we receive from
Cal i ente. Caliente doesn't operate purportedly in the
sane fashion that a pari-mutuel does. They are a hybrid,
pari-mutuel book operation. And so we have to estimate,
based on reports that we get, what a percentage recovery
is on a day, so we receive conmpensation based on a per day
fee, rather than a percentage of the pool from bookmakers.
So it's the same way it used to work, | think, on getting
booked bets. So we've three different scenarios: connon
pool, separate pool, flat fee.

And it's the common pool where it really -- that
risk that you're tal king about arises. And how we protect
ourselves is the 64,000 dollar question. And | think
that's something that the commttee started | ooking at
yesterday and di scussi ng.

CHAI RPERSON SHAPI RO:  All right. Thank you.

BOARD MEMBER HARRI S: I think we have to -- It
could well be the illegal bookmakers everywhere. It
woul dn't necessarily be listed here. I mean, you have
Joe's bar in Brooklyn. It's not listed here, but they may
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But my concern would also be, though, that the
ones are in separate pools, that there's an audit trali
for at | east some collection capability of following up on
t hose.

MR. LIEBAU. Well, there are illegal bookmakers
the world --

BOARD MEMBER HARRI S: Ri ght .

MR. LIEBAU: -- whether it's Ladbroke or whoever
it is

CHAI RPERSON SHAPI RO: M. Liebau, | know that you
put in a 5/16ths camera | ast year. | believe | ast year

the recommendati on was to raise it up.

MR. WYATT: At Hol |l ywood Park we did not have a
5/ 16t hs camera. They had one at Bay Meadows.

CHAI RPERSON SHAPI RO: |'ve got them mi xed up

MR. LIEBAU: W're raising it at Bay Meadows.

CHAlI RPERSON SHAPI RO: You're raising it at Bay
Meadows. Is there a 5/16ths canmera?

MR. WYATT: My sense of the communication is that
we have purchased a camera and the necessary software and
hardware and we anticipate it being operable by the
openi ng of our neeting. And | also indicated that I'm
sure there will have to be sonme adjustnent, but, yes, we

do have a canera.
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CHAI RPERSON SHAPIRO: Great. Terrific.

On the certificate of line building, it shows
here, that was presented us, am | assuming that is just
wor kman's conmp? |Is that correct?

I wish I could give you -- It's attachment C

We shoul d have page nunbers on this. It would be
easier for everybody.

MR. WYATT: The one |I'm |l ooking at in particular,
yes, is -- appears to be just workman's conp.

CHAI RPERSON SHAPIRO:  And now | will direct this
to staff.

Do we get an insurance certificate for genera
liability and all of the others that've been reviewed?

MS. WAGNER: Yes.

CHAI RPERSON SHAPI RO: I wanted to thank you
You' ve been very diligent.

I met with M. Ziegler on the marketing plan and
so forth, and | brought it here for anybody else on the
Board that wanted to see it. So |I'm not going ask any
questions.

| also wanted to say that as | understand it,
you' re building a new area called the Ascot Terrace which
| ooks terrific, and it looks like it will be very good

MR. LI EBAU: The purpose of that, if | mght just

add, is that instead of having the concert in the back
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that is sort of detached from the raci ng operation, we're
trying to move it to the front so that it will be
sonmething that will continue through the entire racing
program

CHAI RPERSON SHAPI ROC: I thought it was a great
nove. I think it's great that you're going to expose
t hose people to actually be able to see the racing and be
part of the racing, and | thought it was a great use of
funds.

My last thing is that I know you and | had a
conversation earlier this week, and | would sinply like to

confirm that you have agreed that you will be posting a

$4 mllion letter of credit in favor of the Racing Board
in addition to the mllion dollars which -- in excess of
the mllion dollars which you now have. Correct?

MR. LI EBAU: Yeah, that is correct.

CHAI RPERSON SHAPI RO: And that would be posted
before the begi nning of the race meeting.

MR. LIEBAU: We'll be working diligently with the
staff to have the precise | anguage --

CHAI RPERSON SHAPI RO:  And staff will work
diligently with you.

MR. LI EBAU: I suspect that they will.

CHAI RPERSON SHAPI RO: Okay. I have no ot her

questi ons.
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Anybody el se at the Board have questions for this?

BOARD MEMBER HARRI S: | can't recall the date --
the actual dates of racing. I thought the | ast dates we
deci ded, we were trying to elimnate six to ei ght weeks as
much as possible, yet | see a date on there, May 15th.

MR. WYATT: Comm ssioner Harris, you are correct.

It certainly is our intention to limt those days.
What we have done in these -- in assigning days of racing,

we have tried to accommodate the 4th of July weekend,

whi ch woul d cause us -- if we hadn't made some change to
run seven straight days. So we have elim nated seven days
in that week and the week, | believe, prior to it.

We' ve added a Monday primarily just to make up a
day. We aren't changi ng the nunber of days at 61, but
we're basically trying to accommodate the |ong 4th of July
weekend.

BOARD MEMBER HARRI S: It looks like you prefer to
have a six-day week on the week of May 14th rather than
the week of July 2nd.

MR. WYATT: That's correct.

BOARD MEMBER HARRI S: Was that the dates that were
approved originally?

Is this going to overlap the same way in the
north? The Bay Meadows shows they don't race that day.

MR. LI EBAU. We probably will acconmodate and make
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a switch then

BOARD MEMBER HARRI S: Well, my concern is just if
we' ve got the horses to ride, it's just with short field
is all, six-day weeks do take a toll.

CHAI RPERSON SHAPI RO: Any other coments fromthe
Boar d?

Any ot her comments fromthe audi ence?

MR. JAMGOTCHI AN:  Yes. Continuing my coments --
Jerry Jangot chian, M. Chairman and menbers of the
Board -- relating to security controls.

Since this application is conplete, to include in
here the amount of security cameras that will be avail able
for the stall watchmen.

CHAI RPERSON SHAPI RO: Well, they've already told
us that they will have -- for the stakes of a hundred
t housand dol | ars and over, that they have assured us that
they will have a camera available for each of those horses
along with a guard. So | think that we --

MR. JAMGOTCHI AN:  You're confortabl e with that;
correct?

CHAI RPERSON SHAPI RO:  Yes, sir.

MR. JAMGOTCHI AN:  And what happens if that's
violated, if they don't have that, and they don't protect
the bettors as well as the owners, and we don't have

another Intercontinental experience happen
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CHAI RPERSON SHAPI RO: M. Jangotchian, | assune
there's not much | can do at this stage.
If they don't adhere to our rules, then they will

be subject to sanctions and actions at the Board at that

tinme.

MR. JAMGOTCHI AN: And that's acceptable to you;
correct?

CHAI RPERSON SHAPI RO:  Yes, that's acceptable to
ne.

MR. JAMGOTCHI AN: Fai r enough.

Wth regards to the stall watchman, is it the
Board's position that the person that works for the
security company that Holl ywood Park hires to then watch
the horse and vi deotape the activities of the vet or
whoever, the stall watchman. When this person's hired by
this security conpany, are there any backgr ound checks
done on that person? Could that person potentially be a
felon, a race fixer, or a bookmaker, who now is acting as
a security watchman?

To me, it's interesting that we're concerned with
vi deot api ng the stakes horses. I have stakes horses that
are going to be nmonitored under the process. But I'm a
little concerned that if an outside security company is
pi cki ng people up to use a videotape and to watch, if

there's no background checks and they are not
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CHRB- | i censed, pursuant to 1924 of your CHRB Code, that
something mght -- would happen in the G aconmo situation
or where a Quiet Kid situation could occur again.

CHAI RPERSON SHAPI RO: M. Jangotchian, | think the
point is a good point. And what we will do is to be able
to ensure that Hollywood Park is not hiring any felons,
rapi sts or nurderers to be back there, and that we will

ask the security company to screen people that are back

there.
MR. JAMGOTCHI AN: So they will be background
checked and/or licensed? |s that what you are saying?
CHAI RPERSON SHAPI RO:  They will be background
checked.

Is that acceptable to you, M. Liebau?

MR. LI EBAU: We woul d assune that that would be a
qualification with respect to the conmpany that we take.

CHAI RPERSON SHAPI RO: Thank you.

MR. JAMGOTCHI AN: That's the issue. The conpany
that they assign this job to, it's hearsay. They don't
know -- Hol |l ywood Park doesn't show in the person that
actually shows up -- because if you' re aware of the
situation, M. Shapiro, at Santa Anita, there's a big
group of guys that are standing in the parking |lot waiting
to get assigned to stalls, and if they don't have enough

people to assign to a stakes horse in a race of a hundred
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t housand dollars or nmore, they just don't assign a
wat chman or a canera.

Now, in some cases they don't even have extra
cameras, but in many cases, they don't even have a
wat chman.

You know, | think the best thing | could do if you
woul d like to get information on this, we took the
deposition of Investigator Aschenbrenner. And
I nvesti gator Aschenbrenner made sonme interesting conmments.
I brought nmy attorney here, and | think you need to hear

some of the comments he made.

CHAI RPERSON SHAPI RO: | don't want to hear them
t oday.

M. Janmgot chi an, what | recommend you do is | know
you're a prolific witer. Why don't you send to us what

suggesti ons you have so that we can consider themin the

future and make i nmprovements to our system W wel come

t hose.

MR. JAMGOTCHI AN: I will tell you the reason why |
don't do that. I think the best thing I can do is | wil
just wait for new business. I will have M. Caswel l

explain to you the violations that occurred at Santa Anita
and M. Moss's horse --
CHAI RPERSON SHAPI RO Okay.

MR. JAMGOTCHI AN: -- where it has no security
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canmeras - -

BOARD MEMBER HARRI S: We need to proceed with this
application.

CHAlI RPERSON SHAPI RO: We're reviewing this
application. Thank you.

MR. JAMGOTCHI AN: | will come back

BOARD MEMBER HARRI S: On this application, are
there any concerns fromthe fair that's running in July?
If Holl ywood Park is going to be dark on the 5th and 6th,

I think that needs to be coordinated with the fair. It
may well work, but there has been a logic that we need to
race the 4th --

MR. PI CKERI NG. Yes, we would hope that Holl ywood
Park --

THE REPORTER: Coul d you state your name, please.

MR. PI CKERI NG: My nanme is Rick Pickering, Alameda
County Fair Association in the City of Pleasanton.

We woul d hope that Holl ywood Park would run with
us on Thursday the 6th. Pl easanton plans to be dark on
Wednesday the 5th.

We had had conversations as recently as three
weeks ago, but we assumed that they would be running on
the 6th with us. So we would hopefully be able to
continue that dial ogue.

MR. WYATT: I don't know what those conversations
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were, but, as a matter of fact, a history will show that
we do not normally run with the fairs. W are always open
for wagering on the fairs, but we do not, as a matter of
hi story, always match the fair dates.

BOARD MEMBER HARRI S: I realize that. Real ly the
question is since you're running a six-day week, using
Monday the 15th, would it be wise to switch that date to
July the 6th, or at I|east think about it.

MR. WYATT: We will think about it.

CHAI RPERSON SHAPI RO: Does staff have a copy of
t he dates schedul ed that was approved for --

MR. WYATT: Sir -- excuse ne.

CHAI RPERSON SHAPI RO: What ?

MR. WYATT: I didn'"t mean to interrupt you. You
were still talKking.
CHAI RPERSON SHAPI RO: Oh. Do you have -- Do we

have a copy of the dates schedul ed that was approved for
this year to show which dates we approved when we approved
t he cal endar.

MR. REAGAN: I don't have one on me right now, no.

CHAI RPERSON SHAPI RC: Does anybody in the audience
have one that we could --

MR. WYATT: If I could just add sonet hing.

As | said before, what we've done within the

calendar is try to accommodate the 4th of July weekend
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The 4th of July -- Those particular days that we're
tal ki ng about are probably the Saturday, the 1st, Sunday
the 2nd and Saturday -- excuse nme, Sunday the 9th.

What we're doing in that timeframe is running our
t hree biggest days of the neeting. We have the Cash Cal
Day, we have the Anerican Oaks Day, and we have Gold Cup
Day .

It seems to us that to take the two-day break
during that week will allow us to maxim ze the field sizes
on those days.

CHAI RPERSON SHAPI RO: | understand that and I'm
not and |'mnot -- What |'mtrying to do, though, is we
previously at a Board neeting approved the cal endar that
had the dates with which you were going to run

And | think the question that |I've heard from
Commi ssioner Harris is what we're trying to verify is the
dates they are presented to us, in fact, are in agreenent
and in concert with the dates that we approved previously
for the dates that we were going to run

Is that, in fact, the case that -- We're trying to
identify any deviations.

MR. LI EBAU: The deviation is that June 26th was
the day that was approved for us to run.

If we ran on June 26th, we would run 26th -- no,

t he 28th. We run the 28th, the 29th, the 30th, the 1st,
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2nd, the 3rd, and the 4th, which means we would run a
seven-day week. We object that there's sone hesitation to
run a six-day week. I mean, it's clear that we can't run
a seven-day week.

The other day was on Thursday the 6th, and as to
why it says in order for us to maxim ze our field size on
our three biggest days -- Cash Call, Oaks, and Gold Cup --
we woul d rather not run on that day because that day wil
draw horses away fromentering on our three biggest days,
which are our prem ere days, that we dearly need to
maxi m ze because of the | oss of our days, vis-a-vis
2004 -- 5.

CHAI RPERSON SHAPI RO: Well, | would like -- 1
woul d make a note to our staff and to you that anybody in
future applications, | think what we have to do is make
sure that we highlight if there's any changes from the
cal endar that was previously approved.

"' m not saying |I'm opposed to the changes you're
asking for, but it should be highlighted, so at |east the
Board is aware that there's a change from something that's
been previously approved.

BOARD MEMBER HARRI S: I can see changing it. I
think it's a good idea to have that break after the Board,
in July. My only question was that Monday, May 15th, if

that date was really necessarily in the best interest of
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raci ng then.

CHAI RPERSON SHAPI RO: All right.

Then --

VI CE CHAI RPERSON MORETTI : I think we have to
accommpdat e certain holidays.

BOARD MEMBER HARRI S: It's just that we want
si x-day weeks, but running around six-day weeks and we're
out of six-day weeks.

MR. LI EBAU: Seven-day weeks.

CHAI RPERSON SHAPI RO: All right.

I don't even know if there's a notion on the
t abl e.

VI CE CHAI RPERSON MORETTI : I will make a notion to
approve the application, contingent upon receiving the
horsemen's agreenent and the ADW

BOARD MEMBER HARRI S: And can we -- | will second
it. But could we anmend it to also say that we have some
dates certain that if the horsemen's agreement is not
received, that the Board will notice a meeting to
arbitrate the horseman's agreenent.

MR. LI EBAU: W woul d suggest that that notice be
gi ven today.

CHAI RPERSON SHAPI RO: Yes, it is noted. And
notice will be provided today, and therefore, we hopefully

wi Il not have to reconvene ten days from now.
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BOARD MEMBER HARRI S: It mght be nice if it's not
exactly -- not ten days from now. But maybe give the
meeting enough time to allow some reasonable -- 15 days
from now or sonet hing

MR. LI EBAU: I really think that the ten days -- |
mean, the issue that we're --

CHAI RPERSON SHAPI RO: You got to publish a racing
cal endar

MR. LI EBAU: So we would like to do it as soon as
possi bl e, one way or the other. And the issue that we
have is --

CHAI RPERSON SHAPI RO: Okay. That is noted.

There's a motion seconded. All in favor; aye?

(Al'l ayes.)

CHAI RPERSON SHAPI RO: It is approved.

The next matter -- don't go anywhere. Sane
participants, and we're now going to talk about -- Item
Number 3 on the agenda is the Application to Conduct a
Horse Race Meeting of the Bay Meadows Raci ng Associ ation.

MR. LIEBAU: This was a great trade | just made.

MS. WAGNER: Jacki e Wagner, CHRB staff.

The application before you is fromthe Bay Meadows
Raci ng Associ ation. They have filed an application and
are proposing to race on May the 10th through June 19, or

28 days. They are proposing to race a total of 241 races,
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or 8.6 races per day.

They will be racing five days per week with eight
races weekdays; nine or ten on weekends and hol i days.
They will be racing three days during the week of
June 18t h.

First post time is 1:.05 p.m daily and Friday
ni ght post of 7:20.

The anal ysis indicates that the horsenen's
agreenment is outstanding. ' m happy to report that we
have received the horsemen's agreement. This application
is conplete, and staff recommend the Board approve the
application as presented.

There is a representative here, sitting next to
me, if you have any questions regarding the application.

CHAI RPERSON SHAPI RO: First of all, are there any
deviations to this calendar from the cal endar that was
approved previously on Board.

MR. LI EBAU: To the best of my know edge, no.

CHAI RPERSON SHAPI RO: Okay.

And should we assume that the horsemen's agreenent
and the ADW di scussion is exactly the sanme as we just
di scussed under the Hollywood application?

BOARD MEMBER HARRI S: It sounded |ike that one was
not resolved in Hollywood.

CHAI RPERSON SHAPI RO: | know t hat.
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I'm just saying is, what I meant was, is it -- Are
those issues in the sane condition as it was for the
Hol | ywood Park meeting, which means they are unresol ved?
Shoul d we assunme --

MR. LI EBAU: To some extent, | -- Yes, if that's
the case. There is a great distinction between Bay
Meadows and Hol |l ywood Park in that Bay Meadows is a
non- excl usive track and we have -- OQur signal is being
handl ed by the three duly |icensed ADW provi ders and
XpressBet, YouBet, and TVG.

CHAI RPERSON SHAPI RO:  Okay. So then we should
provi de notice here, again, that if the horsemen's
agreement is not in place --

MR. LI EBAU: The horsenmen's agreenment is in place.

I think that the horsenen's agreenent is in place.

BOARD MEMBER HARRI S: I thought the Horsenmen's
agreement had ADW aspects to it and --

MR. LI EBAU: It does not.

BOARD MEMBER HARRI S: The agreenment doesn't --

MR. LIEBAU: And | would just say that with
respect to the ADW providers at Bay Meadows, | do not
think that there is any question about the hub fee with
respect to YouBet and XpressBet, as | understand it, that
the hub fee that's in controversy only applies to TVG for

what ever reason.
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MR. COUTO: Drew Cout o, Thoroughbred Owners of
Cal i fornia.

| concur with M. Liebau. And again, the only
i ssue in dispute with regard to TVG is the hub fee on
i mported races. The hub fee for the handling of the Bay
Meadows signal is not a matter of dispute.

BOARD MEMBER HARRI S: Ckay. I'mjust not clear
where -- assum ng there is some matter, at least, in
di spute, how that's going to get resolved.

MR. COUTO. Well --

MR. LI EBAU: I too do not know the answer to that.

CHAlI RPERSON SHAPI RO: That matter -- and we're
j umpi ng ahead here, but maybe we need to. That matter is
on our agenda as Item Number 10, and it is all
i ncorporated in that issue.

Now, when we get to this issue, we have been at --
the party's are negotiating it. Their discussions are
ongoi ng, so we are going to -- The intent here was to
sinply ask that each of parties affirmthat they are aware
t hat negoti ations are continuing, discussions are
continuing. And all the parties will assure us that they
are continuing. The idea was to defer the matter to our
next Board neeti ng.

In the interim we're going to assune that ADW

wagering will continue without interruption.
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BOARD MEMBER HARRI S: But if --

MR. LI EBAU:. And without prejudice.

CHAI RPERSON SHAPI RO:  And wi t hout prejudice, thank
you.

BOARD MEMBER HARRI S: I guess |I'm not clear if
t hese di sputes occurred -- | know it's pretty
complicated -- is that | thought that was part of the
horsenmen's agreenment, but that's -- it's apparently -- is
it a part of any agreement?

CHAI RPERSON SHAPI RO:  Well, that's what it gets
i nto. But the issue is that -- and this really should be
di scussion for later. The issue is who should be party or
have the right to participate in those discussions.

That's part of what the problemis.

And then it's a matter of, if there is a dispute,
who is the party that should be establishing the hub
rates. And again the difference between who should and
what the | aw states because there could be a difference
there. That all of these issues were part of a nmeeting
that Senator Florez and | held with all of the industry.
The outconme of that was that there were discussions to try
and resolve all of these issues. Senator Florez e-mailed
to me yesterday or the day before, advising me that there
was progress in those discussions, and parties had agreed

that there would be two 30-day periods to resolve those
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matters. Those di scussi ons are ongoi ng, and so | believe
what we will hear is that each of the parties advocate
that we defer the matter for another 30-day period.

MR. LI EBAU: Comm ssi oner Shapiro, | do think that
for purposes of clarification, we should identify who the
parties are that are negotiating here.

The parties do not include Bay Meadows or
Hol | ywood Park. They include, as | understand it, Magnha
Entertai nment on one hand and TVG on the other hand.

CHAI RPERSON SHAPI RO: | believe that there are
di scussi ons that include Magna Entertai nment. They do
include TVG. They include XpressBet, and they also
i nclude TOC

MR. LI EBAU: They do not include the two tracks
here that I'mtrying to get |icensed

CHAI RPERSON SHAPI RO  That's correct.

MR. LIEBAU: | just want to make that clear.

CHAlI RPERSON SHAPI RO:  You're correct. And that's
why |'m continually asking the question: Can you be
assured and can this Board be assured that your ADW wager
will not be affected by the delay in our dealing with
these issues?

MR. LIEBAU: To state the obvious, | can't assure
it, nyself.

CHAI RPERSON SHAPI RO: That is why |'m going to ask
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each of the parties under Item Nunmber 10 if they can give
us that assurance.

MR. COUTO: Drew Cout o, again. Thoroughbred
Owners of California.

I would like to respond to M. Harris's question

One of the reasons why the ADW has never been an
i ssue before is because there has always been a contract
negoti ated between the ADW conmpany and TOC t hat covered
the year. So there was never an issue at the time any
application came forward as to whether or not there would
be ADW approval. Wth respect to ADWand the state this
year, this are agreenents existing between TOC and
XpressBet and YouBet, so with regard to -- they are
conducting ADWin the state, whether it's on our signal or
i mported, there should be no issues for any contract for
the bal ance of 2006.

And that's why it's a little bit confusing because
of this entire situation. You' ve never had to deal with
it before.

And so hopefully that m ght give you sone insight
as to why you have that problem today.

CHAI RPERSON SHAPI RO:  All right.

Goi ng back to your application, M. Liebau --

MR. LI EBAU: I thought | was done

CHAI RPERSON SHAPI RO: No, nice try.
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(Laughter.)

CHAI RPERSON SHAPI RO: In ternms of the racing
program there's no secret that there's a shortage of
raci ng stock in northern California.

And | see that you would like to average 8.6 races
per day.

Do you recall how -- what your average nunber of
starters were | ast year, or for a conparable period? |
know you - -

MR. LI EBAU: | think it's in there. W're
probably 6.8, 6.9, if | had to guess.

CHAI RPERSON SHAPI RO:  And | know that here at
Gol den Gate that we've had to reduce down to seven races
on a few of the races, because of a |ack of horses.

| appreciate that you would like to run 8.6 races,
and if the horse population is here for that, | certainly
support it.

MR. LIEBAU. And if we can't, we can't.

CHAI RPERSON SHAPI RO: Okay.

But | would like it to be that unless you can
mai ntain a certain nunmber of starters on a consistent

basis, that we should not be running five- or six-horse

fields. I just don't think it's good for the industry.
MR. LIEBAU: Well, you know, | think, Conmm ssioner
Shapiro, you look at -- and |I'm not here to speak for
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Gol den Gate Fields, but | mean, if it rains and you got
horses and you got turf tracks that got a | ot of
scratches, | nean, you get to three, four, or five horses

It's also the fact that these people that have
horses have to have an opportunity to run. And if they
can run in a race that only has five or six, they deserve
the right to run.

BOARD MEMBER HARRI S: I think you --

MR. LI EBAU: And if they don't get the right to
run, I'Il tell you what's going to happen. The horse
popul ation is going to be a hell of a lot smaller because
t hese horses are going.

BOARD MEMBER HARRI S: I think we need to give the
track the |atitude, within reason, because a |ot of
di fferent people say five-horse race you got problens.

CHAI RPERSON SHAPI RO: | agree with that. And |

think that everybody deserves a chance to run. But what

I"m concerned is that on a weekend, you will run ten
races, and then we'll come back and we'll see a
ei ght-horse -- an eight-race field is on a Wednesday or

Thursday and we' ve depl eted some of the horse popul ation.
BOARD MEMBER HARRI S: That's the latitude they

need is a business decision that they m ght, you know --

they m ght maxim ze the person's comm ssions by running a

week |ike that. I think that's kind of okay, though
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because --
MR. JAMGOTCHI AN: Can | just bring up an issue?
Because | have horses up in San Francisco. I have
two stakes horses, Heavenly Humor and Secret Corsage. I''m

al ways afforded the latitude to run northern California
races. They mght be small fields, but |I have the
opportunity to race.

The fact that | can race up here is to count these
horses in California. They don't ride races for these
horses to the distance of my trainer, Jerry Holl endorfer.
The only place that | can race is in northern California
with these two horses, and they have been very successful.

Whether it's a five-horse field, four-horse field,
or seven-horse field, it's irrelevant because it keeps
horses in the state.

So | don't think, M. Shapiro, you should chastise
M. Liebau for riding a four- or five-horse field because
he's actually doing --

CHAI RPERSON SHAPI RO:  Thank you, M. Jangotchi an

And | don't believe | was chastising you, and if |
was, | would Iike to apol ogi ze.

The point that | was trying to make is |I would
like to see, again, that we put the best races on, and |
hate to see that we have to run so many races --

MR. LI EBAU: We will do our best. We are
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cooperating -- We have a joint effort that is going to be
undertaken with respect to fairs, to try to bring horses
from out of state here for the fairs and hopefully a
little earlier for our neet. And I think this will be the
first time that there has been a cooperative effort by the
Thor oughbred Association and the fairs to do this. So
we're working on it. W realize it's a problem and we're
trying to deal with it.

CHAI RPERSON SHAPI RO: Ckay. Thank you.

And again, | want to thank you for having
M. Ziegler provide me with a marketing report for your
2006 race neeting and again, | can make that available to
anybody on the Board who would like to review it.

Any ot her questions fromthe Board or for this
applicant?

BOARD MEMBER HARRI S: I would nmove to approve.

CHAI RPERSON SHAPI RO: Second?

BOARD MEMBER MOSS: Second.

CHAI RPERSON SHAPI RO:  All in favor?

(Al ayes.)

MR. LI EBAU: Thank you very nuch.

CHAI RPERSON SHAPI RO: You' re wel cone. Ckay.

The next matter is discussion and action by the
Board on the tenporary suspension of CHRB Rule 1969 - Form

of Entries and Decl arati ons.
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MS. WAGNER: Jacki e Wagner, CHRB staff.

BOARD MEMBER MOSS: You ski pped one.

CHAI RPERSON SHAPI RO:  Wbops. Thank you,
Comm ssi oner, Moss.

1582.

MS. WAGNER: Jacki e Wagner, CHRB staff.

Under Rul e 1406, suspension of rule, the Board may
tenporarily suspend the application of any of its rules.
Rul e 1582, which is the rule that we are going to be
di scussing this afternoon, form of entries and
decl arati ons provides that entries and decl arations shal
be made in writing on fornms provided by the Association.

In addition, that rule states that entries may be
made by tel ephone and are valid if they are properly
confirmed in witing.

On March 1st, there was a directive that was
i ssued that temporarily waived the requirement for the
written entry confirmation, and this directive was issued
pursuant to the Board's authority to do so under Rule
1406.

This itemis presented to the Board for discussion
and action.

CHAI RPERSON SHAPI RC: Thank you.

Executive Director Fermin will comment as to what

the purpose of this is.
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EXECUTI VE DI RECTOR FERM N: Yes.

We have been going through, in the |last year,
| ooki ng at revisions of sonme rules -- and they crop up as
needed -- to be | ooked at and the format of today's
racing.

The rul e does say that any entry has to -- any
tel ephone entry needs to be -- have a written
confirmation.

However, that has not beconme -- been practiced in
the racing offices. And when it came to |light on
March 1st and it appeared that there m ght be a chall enge
to the rule and the racing offices -- | don't think
anybody is trying to break the rule, but rather than have
chaos, | did speak with Derry Knight about waiving the
rule until the Board could decide what they wanted to do,
whet her we wanted to informthe racing offices that they
are going to clearly, obviously, enforce the rule, are we
going to amend the rule, so that is more meani ngful to the
way the racing offices work.

So ny -- | did discuss it, obviously, with
M. Knight, also with M. Shapiro, and they did issue the
meno.

So what we really need, obviously, is for the
Board to approve the waiver at this point, and then they

need to decide whether or not they want to enforce it with
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the racing offices or we need to anend it.

CHAI RPERSON SHAPI RO: Okay.

I's there any di scussion at the Board?

BOARD MEMBER HARRI S: Well, | would also like to
hear from the horsenmen and the tracks, but | think the
wai ver of the rule is probably a practical thing for now,
but | think we need to investigate the whole system or
anal yze the whole system and see that today's technol ogy
and communi cati ons capability are one of the better ways
to do it.

And one of ny concerns is that so many horses are
not entered by the trainer and | ot of jockeys' agents -- a
|l ot of jockeys' agents at the tinme is entering the horses,
not even riding. And the practice is -- maybe it's from a
practical standpoint, it would be. But it's not our best
movement for docunentation.

CHAI RPERSON SHAPI RO: | happen to agree with that,
totally. I think that this is an area where I'mglad it
was brought to the forefront, and I think that that's a
positive change. And | think that we do need to refine
this and put a systemin place that is verifiable and
document ed properly.

So while | amin agreement with suspending the
rule for now, | think that we should ask the staff to

devel op, with the racetracks, a procedure which we can
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verify that entries are done; who submtted the entry; the
information on the entry form and put a better system
into place. So | agree with that, totally.

Therefore, | will move the -- | will make a notion
t hat we approve this waiver.

BOARD MEMBER HARRI'S: Could we have sonme date that
we will waive it until a date in the future that, you
know, will give us time to analyze it and decide if we
want a permanent waiver or just waive it?

CHAI RPERSON SHAPI RO: \Why don't we waive it for --

MR. JAMGOTCHI AN: May | make a comment first?

CHAI RPERSON SHAPI RO:  Excuse me, can we nmake the
motion. Then we will see if there' s other discussion.

MR. JAMGOTCHI AN: Just maki ng sure.

CHAlI RPERSON SHAPI RO:  Okay. I will so nove and
say that we should have a report back to us in 90 days

s there a second?

BOARD MEMBER MOSS: Seconded.

CHAI RPERSON SHAPI ROC: Okay.

Is there any di scussion?

DEPUTY ATTORNEY GENERAL KNI GHT: Comm ssi oner, can
| just raise a point?

CHAI RPERSON SHAPI RC: Yes.

DEPUTY ATTORNEY GENERAL KNI GHT: I would like to

suggest that you also include in your notion ratifying the
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action that was taken by the executive director.

CHAI RPERSON SHAPI RO:  And my notion is amended to
ratify the action taken by the executive director.

Yes, sir.

MR. CASWELL: Good morni ng, Chairman and the
Boar d.

My name is Ronald Caswell and | represent Jerry
Jamgot chian on a lawsuit, that's taking place in Southern
California right now, that pertains to Rule 1582, which is
the reason that the Board is hearing this, this morning.

We have a problem down in Southern California,
pertaining to rule 1582. 1582 governs how the horses are
entered into the race.

We're presently involved in a lawsuit with one of
the stewards, Senior Steward George S| ender. Because
there's not one set of rules down in Southern California;
there are two sets of rules.

Al t hough the rules are generally governed by the
California Code of Regulations -- in this case it's Rule
1582 -- during the course of a deposition, M. Slender
testified, in response to ny questions, that 1582 is to be
strictly enforced.

Now, |'m standing here before this Board and this
Board is telling me that it's not to be enforced at all,

but M. Slender said to me that it's to be strictly
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enforced and that when horses are entered into a race, it
can't be cleared fromthe race because the rule's there on
the book.

When | deposed him two days ago, M. Sl ender
informed me that there are unwritten rules that the
st ewards know that hopefully some of the owners know. But
it's not really that inmportant and even the stewards know
t hat .

And 1582 doesn't have to be enforced when they say
it doesn't have to be enforced. And you can see that that
puts really -- it sets up a conundrum for the owners and
for anybody that's going to enter a horse into a race as
to when the horse has been properly entered.

It sets up the problem that how does an owner
known when the horse can be declared fromthe race, since
the rule really doesn't exist. And connected to those
motions, the rule no | onger exists. So how does one
understand what really is required of the owners and of
the licensees? It really presents a problem

The rules are pretty straight forward on the
books, | find. You have a series of rules which govern
what the stewards can do and not do. 1527 is steward
general authority and supervision over licensees, but it
doesn't define what the authority is.

1528 gives authority to suspend or fine a
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i censee. It doesn't give them any power at all. So over
the hours, M. Slender testified both ways. First, he
testified he sold the horse and he testified his powers
over the licensee. But he took my client's horse and he
ran the horse over my client's objection. And he used
1582 to do so, M. Shapiro. He relied conpletely on 1582
as the justification.

CHAI RPERSON SHAPI RO: I don't want to tal k about
what took place in this specific incident.

What we're tal king about now is the waiver of the
rule. And all we're doing is we're waiving the
requirement for a written confirmation. That's the only
thing that we're waiving at this time.

So the notion that we're listening to is to sinply
wai ve the written confirmation for a 90-day period so that
staff can work out a better systemthat will provide all
the verification accountability that's required.

MR. CASWELL: M. Shapiro, I"'mreferring to that
point directly. And that's why |I'mtal king about this
ri ght now.

We're tal king about waiving the rule for 90 days,
but the rule has a salutary purpose. The salutary purpose
is to ensure that horses are properly entered into a race.

I read the executive directive that said that

we're going to waive the rule now because it's no | onger
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confirm that a horse has been
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are some distance
is.
amended about 1981-1982
was already in existence,
There are so many ways to

properly entered. In this

particul ar instance, what the Board is proposing is --

THE REPORTER: Hol d on. I can't hear you over al
the noise.

MR. CASWELL: I's the noise --

THE REPORTER: It's too loud in here, so nove the
m crophone cl oser to me.

MR. CASWELL: I hear the noise too.

I's this better?
THE REPORTER: Wwe' |
MR. CASWELL.: Anyway,
sal utary one,
into race, properly,
is a mstake.

What happens is that

where somebody can incorrectly enter

can be a dispute over whet her

properly entered. There's no
sure that

docunent ati on, where's your
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is to make sure that

by waiving the rule which, |

many of you are aware that
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the rule is a
the horses are entered

t hi nk,

now you have a situation

a horse. And t here

or not a horse has been
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wi t hout the written
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properly entered? You end up getting back into a dispute
as the one we're involved in.

So I'mjust using it for illustrative purposes,
but how do you stop the disputes from occurring?

When you waive the rule, you just open up a
Pandora's box. And | understand that, that needs to be
addr essed.

But what |'m suggesting is waiving the rule nmay be
a m st ake. M. Sl ender was of two m nds. But perhaps his
first mnd was the correct one, that you have a rule.

Don't waive the rule; enforce the rule. This is what I'm
suggesting, sir.

CHAlI RPERSON SHAPI RO: | appreciate your
perspecti ve.

MR. JAMGOTCHI AN: M. Shapiro, | thank you for
acknowl edgi ng that | brought this issue up.

| believe it's an issue that now you're waiving
it, you're making it a bigger issue.

Ms. Fermn's menorandum of March 1st canme at the
direct incident of my foundi ng protest and then objections
in other races that | have horses racing in since that
period of time, including yesterday.

Now, Mrs. Ferm n's position with regards to this
tenporary waiver -- and | need you to address the

tenporary wai ver and Ms. Ferm n's authority to make this
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t enporary waiver --

CHAI RPERSON SHAPI RO: M. Jangotchi an, agai n, what
we're dealing with is a proposed rule, and we're not
tal ki ng about any personalities or any courses or any
specifics. We're tal king about a proposed rul e. I think
that your attorney was correct in the way he addressed it,
so | don't have a problemwith it.

What the Board is now determining is to whether or
not they want to waive the rule froma 90-day period al
the way to the written confirmation portion of that rule.
That's all that we're dealing with.

And while | am appreciative that this matter was
brought to light, and | do agree that we need to put a
better systemin place. We will not discuss anything
specific to any objections or any other matters that are
pertinent to anything that's been filed from the Board.

MR. CASWELL: M . Shapiro, if I may?

CHAI RPERSON SHAPI RO: Yes.

MR. CASWELL: I understand the Board's concern
about moving it forward, in a proactive basis, as opposed
to Il ooking at the past. And I'm not directing this to Ms.
Ferm n or anyone at all. It's not a personal matter.

The issue is whether 1582 is going to be waived
for the next 90 days. But for us, the issue is a lot nore

germane and more i mmedi ate because we have filed the
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appeal s, and we haven't gotten rulings and everything. So
my question is, if the Board is going to adopt this waiver
for a period of 90 days -- | understand that they want to
consider it -- where does that go into effect?

I have filed on behalf of M. Jangotchian, so when
woul d the day of the 90-day suspension take place, if it's
from today forward?

And | would submt that Ms. Ferm n was acting
wi t hout authority, and, again, it's not personal, but the
rule 1406 requires the Board to act. The Board did not
act a month ago on March 1st. Ms. Fermin did by
essentially a fiat, and | understand the reason why.

If the rule goes forward from today forward, which
is what should happen today, then you've got a 30-day
peri od where 1582 should have remained in effect, and the
obj ection should have been sustai ned.

CHAI RPERSON SHAPI RO: It's my understandi ng that
what we're doing here is that we're ratifying the action
t hat was taken on March 1st.

Therefore, it's my belief that what we're dealing
with is that the rule would be suspended, effective
March 1st and continuing for 90 days.

MR. CASWELL: We're tal king about an approxi mately
60- day period or 70-day period, going forward.

CHAI RPERSON SHAPI RO: It ratifies the action taken
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on March 1st, and it will suspend the rule from 90 days
from t oday.

| don't think that | was clear before.

MR. CASWELL: | need nore clarification. [''m just
a little bit unclear.

In other words, it will take place March 1st
t hrough today and be effective for the 23 days of this
mont h, plus 90 days from today?

I's that what you're saying?

CHAI RPERSON SHAPI RO:  Yes, that's correct.

MR. CASWELL: One other thing while |I am here.

CHAI RPERSON SHAPI RO:  You know what ?

We need to wrap this up.

MR. CASWELL: Il am sir.

CHAI RPERSON SHAPI RO: Okay.

MR. CASWELL: I m ght have avoided a trip today.
I was asked by Deputy Attorney General Albert Muratsuchi
to be the person who makes the contact with the Board, to
contact M. Knight directly, to try to cut M. Jangotchian
out of sonme of the correspondence.

CHAI RPERSON SHAPI RO:  Thank you.

MR. CASWELL: My pl easure.

But | did contact M. Knight, and M. Knight would
not speak to ne. So | will be glad to be the contact, but

| do need to have some type of rapport with M. Knight.
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And | woul d encourage you to please contact ne.

CHAI RPERSON SHAPI RC: We're now going to nove
forward.

MR. JAMGOTCHI AN: Excuse nme.

I'"'m--

CHAI RPERSON SHAPI RO: No, excuse nme.

MR. JAMGOTCHI AN: No .

CHAI RPERSON SHAPI RC: No. I"m sorry.

MR. JAMGOTCHI AN: Are you cutting off my ability
to communicate with the Board?

CHAI RPERSON SHAPI RC: Yes, | am

MR. JAMGOTCHI AN: Under what provision?

CHAI RPERSON SHAPI RO: Because the Board needs to
move on. We cut people off all the tinme.

MR. JAMGOTCHI AN:  You know, |'ve been to many
board nmeetings, and people have not been cut off.

CHAI RPERSON SHAPI RO: I"m sorry --

MR. JAMGOTCHI AN: If you will give ne five nore
m nutes, M. Shapiro, | will finish.

CHAI RPERSON SHAPI RO: M. Jangot chi an, unless it
is something that is absolutely relevant --

MR. JAMGOTCHI AN: Absolutely rel evant.

CHAI RPERSON SHAPI RO: -- to this discussion and is
a new point.

MR. JAMGOTCHI AN:  Absolutely new point.

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

70

CHAI RPERSON SHAPI RO: Okay.

MR. JAMGOTCHI AN: I will give you an exampl e of
the problem that you and this Board are going to create.

If there's an ownership of a horse that has ten
parties and five of these parties want to race and five of
these parties don't want to race, the trainer enters a
horse and the other five parties say, "Hey, | didn't want
to enter this horse,"” and the other five parties say they
do, there's no majority opinion.

I's Slender then going to take the horse and race
it against the five people's wi shes again?

CHAI RPERSON SHAPI RC: Okay. Thank you

| appreciate your comments.

BOARD MEMBER HARRI S: I think we need to see if
there's any comments from the owners or the trainers'
organi zati on.

MR. JAMGOTCHI AN:  VWhen this happens, M. Shapiro,
I want to urge you that you made this m stake.

Thank you.

MR. HALPERN: Ed Hal pern, California Thoroughbred
Tr ai ners.

M. Shapiro, we would favor suspension of the
rul e. In actuality, the rule hasn't been followed in the
18 years or so |'ve been training, and it really just

brings the word "inconformty" with the actuality of the

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

71
way practice happens in the backstretch in entries.

So at this point | think it's a good idea to | ook
into it. It's a good idea to clear up the matter, but |
don't see that any damage is done by suspending the rule

If we have 35,000 races a year, over the past 18
or 20 years, that's 700,000 races we've had. And once or
twice you have a problem and it beconmes an error of
m st ake, well, that's going to happen in any form of
bookkeeping or clerical matter. I think we go for 90 days
wi t hout any great danmage.

CHAI RPERSON SHAPI RO:  Thank you, M. Hal pern

Anynore questions?

Al'l those in favor, say "aye.
(AI'l ayes.)
CHAI RPERSON SHAPI RC. It's carried.
Next item on our agenda would be Item Number 5.
It's discussion and action by the board on the
regul atory amendnment of CHRB Rul e 1969.
MS. WAGNER: Jacki e Wagner, CHRB staff.
As we all know --
THE REPORTER: Speak into the mi crophone, please.
MS. WAGNER: As we all know -- is it on?
Jacki e Wagner, CHRB staff.

As we all know, perceived unethical behavior can

be detrimental to this industry and in that germane (sic),
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t he Board has enacted several rules that are on its books
in order to help protect the integrity of horse racing.

Rul e 1969 currently prohibits waiving by certain
cl asses of licensees and the Board's enpl oyees.

Proposed amendment to this rule would add to this
list of individuals, security staff, valets, and jockey or
driver room attendants to the |list people who are
prohi bited from racing.

In addition, the proposed anmendment woul d provide
that no person that falls under rule 1969 may wager at a
facility at which they are enployed while they are on duty
or while they are off duty.

This will serve to help ensure that those who may
potentially have an effect on the outconme of a race are
less likely to have a nonetary interest to place a wager.

The Board would -- the staff would recommend that
the Board direct staff to initiate a 45-day public comment
peri od.

CHAI RPERSON SHAPI RO: Does anybody have comment,
executive comment?

BOARD MEMBER HARRI S: I had a few concerns on
this.

I clearly think it's fine in terms of wagering on
duty, but the off-duty part is what my concern is, in that

I don't know if we had a -- if the Board should really
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i nvolve ourself in what people are doing off duty, as |ong
as it's a legal activity.

And | am afraid that if we did something |ike
this, we really don't have the enforcement capability
anyway, that we're going do follow-up, and | think it
could lead to either selective enforcenment or people using
a |l ot of surrogates, other people to bet, and it just
seens loose. | think it's always a mi stake to pass a | aw
or a regulation that makes it very difficult to enforce,
unl ess there's some conpelling need for it.

EXECUTI VE DI RECTOR FERM N: I would like to
conment .

| believe --

THE REPORTER: You have to speak up, please.

EXECUTI VE DI RECTOR FERM N: I'"'m sorry.

The "on duty" and "off duty" has been a little of
an issue because it's been interpreted in different ways.

I would agree with Comm ssioner Harris that if
somebody is not working that day, that would be one thing.

I'"ve had conmplaints from sonme |icensees. As an
exanple, for instance, that individuals were taking urine
sanmpl es on horses. If they have been ganbling, they
obvi ously have a vested interest and could determ ne
whet her a horse, indeed, actually takes a test or doesn't

take a test.
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There was an incident a few years ago where there
were sone i nappropriate behavior and the person was
suspended. But there are sone, | believe, officia
veterinarians who have indicated that "on duty" means
that -- or "off duty" nmeans that they can bet right before
the first race and therefore they are also involved with
t hose horses throughout the day, conpared to, for
instance, if -- we nmentioned earlier -- someone only works
in Fresno or only works in Santa Anita or whatever,
certainly there would be no problenms with that at all.

But when they are working with horses that have
been part of the official order of finish, it would seem
i nappropriate that they could have a vested interest in
dealing with the test.

BOARD MEMBER HARRI S: I would think maybe we coul d
come back with a better distribution of what "on duty" and
"of f duty" mean to include the whole day that they worked,
i nstead of just hours they worked or sonmething |like that.

I'm just bothered by "on" and "off duty."”

CHAI RPERSON SHAPI RO:  Well, would you Iike, then
Comm ssioner Harris, to have this matter held over and
allow us to conme up with better | anguage and - -

BOARD MEMBER HARRI S: I think we could. It's

basically whatever -- we've gotten by since 1933 without

this rule, so | would say that that --

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

75

CHAI RPERSON SHAPI RO: But is there any objection
to the Board?

From any member of the Board?

That being the case, why don't we, in fact, defer
this and ask staff to | ook at some proposed | anguage and
certainly conme back to that matter.

MR. JAMGOTCHI AN: Excuse me.

M. Shapiro, based on rule 1969, | have one
questi on.

THE REPORTER: Excuse ne. Coul d you come up here
and use this mcrophone?

MR. JAMGOTCHI AN:  Sure.

Wth regards to 1969, M. Chairman, in a
deposition taken | ast Monday or this Monday, rather, with
i nvestigator Aschenbrenner -- and |'ve heard this for
years, about a year now, that at Los Alamtos a while
back -- | don't know exactly the year -- that Ms. Fermn

was suspended or an action was taken agai nst her for

gam ng.

And | just wanted to get the confirmation --

CHAI RPERSON SHAPI RO:  You know what - -

MR. JAMGOTCHI AN: -- if that's true or not.

CHAI RPERSON SHAPI RO: M. Jangotchian, | have to
tell you.

I wel come your positive participation.
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MR.  JAMGOTCHI AN: | just want an answer to the
questi on.

CHAI RPERSON SHAPI RO No. It's out of line, and
' m not going there.

MR. JAMGOTCHI AN: I just wanted to know.

CHAI RPERSON SHAPI RO:  The answer is, you're out of
line and it's not going to be answered, and we're noving
on.

MR. JAMGOTCHI AN: The question is --

CHAI RPERSON SHAPI RO: No. We're done with that
item

MR. JAMGOTCHI AN: You know, M. Shapiro --

CHAI RPERSON SHAPI RO: We are now going to Item
Nunmber 6 and 7.

And |'m going to recuse nyself fromdealing with
those two itenms because | have become a trustee of the
Di sabl ed Jockeys Endowment, and therefore |I will recuse
myself from these.

MR. REAGAN: John Reagan, CHRB staff.

This is a follow-up to some itenms we handl ed in
January. At the time we were making charity
di stributions, specifically to Item Number 6, the Bay
Meadows Foundation, and there was concern about the
control of the Disabled Jockeys Endownent at that tinme, so

we coul d ask Bay Meadows to withhold those funds for that
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That concern about the control of the endownent
has now been resolved, and we feel it's appropriate now,
at this time, to send those nmonies. And we need your
approval to do so.

BOARD MEMBER HARRI S: I will nmove that we approve
both the --

THE REPORTER: Excuse ne. Speak into your
m crophone. I can't hear you.

BOARD MEMBER HARRI S: I will nmove that we approve
the distribution by the Bay Meadows Foundation as well as
a Hol Il ywood Park Racing Charities distribution of nonies
to the Disabled Jockeys Endowment Fund.

VI CE CHAI RPERSON MORETTI : So we're coupling the
next two itenms, 6 and 7.

I's there a second?

BOARD MEMBER MOSS: | will second

VI CE CHAI RPERSON MORETTI: All those in favor?

(Al ayes.)

CHAI RPERSON SHAPI RO:  Thank you.

On Item Nunmber 9, | received a call asking this
matter --

THE REPORTER: I can't hear you. Start over,
pl ease.

CHAI RPERSON SHAPI RO: | received a tel ephone cal
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asking that these matters be put off. Rod Bl oni en, who is
| obbyi st and an attorney for Los Alamtos, called and ask
that this matter be deferred because they had sone issues
with the | anguage as it's currently written.

Therefore, unless there's an objection from
anybody in the audience or on the Board, | will defer
this.

M Cout o.

MR. COUTO: Drew Couto on behalf of the
Thor oughbred Owners of California.

The docunment was signed by Los Alamtos
representatives, | do believe, and we received a call this
morning from Santa Anita Sinmulcast Director advising ne
that he had been contacted by Los Al, saying they didn't
have a problem with this agreenment and that they didn't
know who M. Bl onien was acting on behalf of.

So | would like to know who he is acting on behal f
of , because Los Al's a signatory; Bay Meadows is a
signatory; Santa Anita's a signatory; TOC is a signhatory.
We all negotiated the |Ianguage. We are all content with
it, sol'ma bit confused as to who he is, in fact,
representing.

CHAI RPERSON SHAPI RO: All 1 can tell you is, |
have a voice mail from M. Blonien saying that he was

saying on behalf of Dr. Alred -- that Dr. Alred was not
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satisfied with the |anguage as it's currently written.

He did not sign the agreenment and therefore was

asking that we defer the matter. Out of respect for the
parties, | amoffering to do that.

However, if the parties wishes to hear this
matter, it's fine with me al so.

BOARD MEMBER HARRI S: I's anyone going to be
di sadvantaged if we put it over?

I had some concerns to sonme of the |anguage as far
as what defines an evening event versus a nmorning event, a
|l ot of things |like that.

CHAlI RPERSON SHAPI RO:  Therefore, due to the
conflict of not wanting to disadvantage anybody, | would
recommend that we hold this matter over to our next Board
nmeeti ng.

Unl ess there's any objection, we will hold it
over.

I tem Nunber 10. Item Nunmber 10 is sonmething we've
al ready touched on, which deals with where we stand on the
ADW i ssues and certainly controversies that exist.

As | mentioned previously, Senator Florez has been
involved in talking to the various parties that are
involved in this matter.

And | would like sinmply to hear fromall of the

parties that are involved, which includes Magna, TVG
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Thor oughbred Owners of California, or any other ADW wager
here that they have no problem with our putting this
matter over for another 30 days.

Or let me change it another way.

Is there any objection from anybody in the
audi ence that we're going to hold this matter over for
anot her 30 days?

There being no objection, this matter will be
deferred.

Item Nunmber 11. Video canmera blind spots and
camera angles at California racetracks.

I don't know -- Conm ssioner Harris, is this
matter going through you?

BOARD MEMBER HARRI S: I have been concerned about
it. I don't think that | specifically requested it.

One concern, the stewards really have to feel that
they can well see any incident that could potentially
occur in a race. And if there are any blind spots that
they need to, you know, work with the track and we need to
get it resolved and get -- And I'mnot clear if it's a
probl em now or not, but if it is, |I don't think we should
tolerate it.

EXECUTI VE DI RECTOR FERM N: Initially, when
first came on --

THE REPORTER: Speak up, pl ease.
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EXECUTI VE DI RECTOR FERM N: Yes.

Initially, when I first came on, | had put it on
because the stewards had indicated that a 5/16ths canera
woul d be very helpful, as | mentioned earlier.

There's a blind spot as they come around between
the three-eighths and the one-quarter.

It seemed at the time -- this was several nmonths
ago -- that the Board was very synpathetic and interested.
There was comment from the associations that they were
willing to move forward on it. I know that Bay Meadows

has and now Hol |l ywood is. To my know edge, none of the

other tracks have made that nmove yet. There is not a
5/16ths in Santa Anita. Del Mar will be com ng up and I'm
just hoping that the Board woul d support the stewards.

The jockeys know there's a blind spot there. It's very
difficult to see depth of whether horses have dropped in
or drifting out, so hopefully there could be --

BOARD MEMBER HARRI S: I think we need to be really
very diligent in assuring we have whatever cameras we
need, including the 5/16ths, because there's mllions of
dollars involved in wagering on horses. It's not a really
good excuse to say there are blind spots.

CHAI RPERSON SHAPI RO: I fully agree with that, and

I think that we should ask each of our racing associations

to install 5/16ths cameras to avoid this blind spot.
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And | conpliment those that are taking the action
on their own, but perhaps we should consider something
that requires a 5/16ths canmera.

EXECUTI VE DI RECTOR FERM N: Per haps we need - -

THE REPORTER: Do you want this on the record?
can't hear you.

CHAI RPERSON SHAPI RO: Per haps what we could do is
have staff put out an advisory to all the racing
associations that in the future we are going to require a
5/ 16t hs camer a.

Is there anything else on this matter?

There being none, we will nove on to Item Nunber
12.

MR. REAGAN: Comm ssi oners, John Reagan, CHRB
staff.

This item has kind of norphed the |ast few weeks
since we first discussed it. W were first thinking about

updati ng you on the fact that the total contract in
California has been extended for a year and still working
on the new contract.

Since that time, of course, we've had much nore
informati on regarding the data center that has now been
est abli shed and working on the East Coast under the
Scientific Games Organi zation, and the fact that we'll

have a simlar item a simlar data center established in
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Sacrament o, hopefully but June or July this year, a
state-of -the-art data center, which I have worked with the
Scientific Games people on several occasions.

And in fact, | think some of the comm ssioners saw
a presentation last fall on the state-of-the-art type data
center that will be established in Sacranmento and as a
backup, so to speak, for the one of the East Coast.

They' Il back each other up. And it is the, like | say,
the | atest avail abl e equi pnment, security, and the facility
should be a credit to all of us.

Al so included in this itemis a brief discussion
of a comunication problem that occurred on February 18th.
And if you had any particul ar questions regarding that
issue that's included in this itemor any of this
i nformati on, we would be happy to try and answer your
questi ons.

CHAI RPERSON SHAPI RO: Thank you

I do have a question here. There's two of them
actual ly.

First of all, in the report that was provided to
us by you on March 9th, there was an attachment which was
a memo to you from Jenny Lind, at which point we were told
t hat New Edge was one of the Telecom survivors, and then
it goes on to say they were following up with SBC and New

Edge to see about getting sonme financial relief as a
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result of the lost revenue fromthe failure.

Do you know if there was any, in fact, relief or
financial conmpensation that was paid to any of the tracks
or the state?

MR. REAGAN: I am not aware of these payments at
this particular time. And | know from prior experience in
these situations, it's pretty difficult to obtain.

But | do not know -- and | believe I've seen Jenny
Li nd or sone of the people here today that may be able to
update you on this particular -- As of this day, | haven't
had an update on this particular item

CHAI RPERSON SHAPI RO:  Are they in the roont

MR. REAGAN: Yes, | thought | had seen them

BOARD MEMBER HARRI S: Are these different
parties -- This can get pretty conplicated with all these
different parties.

Are they licensed by the California Horse Racing

Boar d?

MR. REAGAN: No, sir.

You mean the -- these communi cati on conmpani es?

BOARD MEMBER HARRI S:  Yeah.

MR. REAGAN: They are not |icensed by this Board,
no, sir.

BOARD MEMBER HARRI'S: The positive thing is we are
licensed -- you fine sonme jockey for being |late for work.
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And one of those conpanies could have a failure that may
or may not have been their fault. But we don't really
have any way to sanction them

MR. REAGAN: Right. | think these providers are
probably |icensed under federal or other state agencies
for communi cations-type organi zations.

But Ms. Lind is here, and | think she probably has
more information on that.

CHAI RPERSON SHAPI RC: And Ms. Lind, you work for
CHRI MS?

MS. LIND: Yes. Jenny Lind, CHRIMS.

To answer your question, | did have communi cation
with Tina at SBC, who is our rep there. And she is
following up on seeing if we could get some conpensation
But |ike John said, it's very rare. It is a provision for
any of the contracts.

CHAI RPERSON SHAPI RO: Well, as | understand, the
meets that were affected were, | believe, Los Alamtos,
Gol den Gate, and Santa Anita; is that correct?

MS. LIND: That's correct.

CHAI RPERSON SHAPI RO:  All of them suffered
tremendous | oss of revenue and inconme as a result of this,
and I find it very disappointing that we have anti quated
systenms and that these people are not held responsible,

because it affects our horsemen; it affects the state; and
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it affects our partners. And | would hope that we will
really make a considered effort and not just |ay down and
accept that they are got going to give us nmoney, because
the outage was a significant outage and a delay to them

| also note that this is not the only tote
probl em In the steward's report fromthe Gol den Gate
Fi el d educati on meeting dated January 2nd, there were --
all the tote mal functi ons were caused by noisture in the
circuitry, after a rainstorm

Now, this is not necessarily your problem and I
under st and t hat .

But the question | have is, | was disappointed to
hear that the installation of tote equi pment has been put
of f a year. It is my understanding that those contracts
were due to expire | ast Septenber; is that not true?

MR. REAGAN: That is true.

CHAI RPERSON SHAPI RC: So we're continuing to wager
on antiquated, out-dated equi pnent. And what | don't
under st and, as Comm ssioner Harris said, we will find sone
jockey who, you know, doesn't wear something right and yet
we're permtting everybody to just continue with old,
del api dat ed equi pment .

MS. LI ND: I don't have responsibility for the
tote equipnment, but froma Tel ecom point of view, we do

have up-to-date equipment. A |lot of equipment was
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replaced | ast year, and we are using SBC' s frame circuit
technol ogy, and it is not antiquated.

I can't speak for the tote.

CHAI RPERSON SHAPI RO:  Okay. | appreciate that
fromthat perspective.

BOARD MEMBER HARRI S: The real problemis it's
only as strong as its weakest |link, and there's so many
links in this thing, it's hard to wap your arms around
it. And there's all these terns we don't understand.

But | think what the Board wants is sonething that
works, is state of the art, and builds customer confident.

CHAI RPERSON SHAPI RO:  You're absolutely right.

And | think it's foolhardy for the tracks not to
move forward and delay this a year, for what reason |
don't know. And | question what authority we have to
insist that we get the tote equi pnent at these racetracks.
It's going to inprove handle and i nprove customer
conveni ence and make the tracks nmore conpetitive with the
ADW providers, who are far better than what we have in
terms of convenience.

BOARD MEMBER HARRI S: It's really the tote systens
we have in the tracks are really not any inprovenent over
what we had 20 or 25 years, for the most part. And it
just seens to me that that's just one problem that racing

has and we haven't kept it up. And | don't know what the
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logic of the tracks are to put it off the way they do with
sl ots or somet hing. But | think we need to upgrade.

MR. REAGAN: Excuse nme, Conmi ssioner.

The delay in the contract was not related to any
particul ar equi pment situations.

However, as | have reported, we will have the new
data center in Sacramento. This is the inmprovement we've
all been | ooking nor. Now, also --

CHAI RPERSON SHAPIRO:  Well, that's only one part
of it, John. And maybe that is an inmprovement fromthe
back end.

But nmy concern is that there are people that cone
to the racetrack and they have to stand in line for the
ol d equi pment and, you know, it's antiquated. We're not
making it fan friendly. W' re not giving them a chance
that if you're sitting at a table, you can wager at a
t abl e.

And all the new technology is out there. We're
not using it in California; it's being used in other
st at es.

So | would like to ask if there's any of the
track, you know, track owners here, track partners, if
they can tell us why we're not moving forward.

You don't know why.

MR. REAGAN: I can tell you first of all while
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they are com ng up here. W have been --

CHAI RPERSON SHAPI RO: No one's rushing.

MR. REAGAN: We have been moving forward over the
years. We don't have equi pment that's 20 or 30 years ol d.
However, a lot of times, | know in this new, electronic
age, just like any of us with a personal computer, you buy
a personal computer today, and 30 days from now t hey've
got something twice as good and for half the price or
sonmething |like that, and we all kick ourselves.

But over the years | can tell you that even though
some of the boxes in the tote rooms have remained the same
fromthe outside, | have on many occasi ons watched the
newest, |atest, and best cards being -- the old ones being
pul | ed out and the new cards being slapped in, so they
certainly have kept up, you know, as best as they could
with the technology. W don't have 20-year-old technol ogy
in our tote roons.

CHAI RPERSON SHAPI RO: | appreciate that.

BOARD MEMBER HARRI S: We're tal king about --

CHAI RPERSON SHAPI RO: We're tal king about fromthe
guy that conmes to the racetrack, making it easier and nore
enj oyable for himto place a wager at the racetrack
We're not tal king about the --

MR. REAGAN: Now, without taking too nuch thunder

from M. Moss and his pari-mutuel commttee, we were
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shown, yesterday, the new term nal that Scientific Games
wi |l be hanging at the racetracks that will be coincident

with their new hardware and software and so on and so

forth.

CHAI RPERSON SHAPI RC: Hopefully, in that report
we'll hear the "when." Because that's the point of all of
this.

MR. KEMPT: Hi. I*'m Doug Kenpt from Pari-Mituel
Enpl oyees Guild, Local 208

And | would just like to agree with the chairman
that we don't have a contract with the tote company, and
yet we as mutuel clerks may, in fact, suffer |osses for
the tote equi pment and conmuni cati on equi pment not
functioning properly.

So we would just like to get it on the record that
the pari-mutuel clerk should not be held responsible for
any shortages due to whatever transition period we may be
goi ng through here, in the new future.

I would like to add that the tote conpany has
spent a great deal of time with our group, testing their
equi pment. And they have nade nodifications to help with
t he enmpl oyees, and for that we applaud that. And we
bel i eve that the equi pment is close at hand and supposed
to be tested recently. And going forward, we anticipate,

as a group, that the equi pment cones up to the standards
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t hat we expect, M. Chairman.

And thank you for the tine.

CHAI RPERSON SHAPI RO:  Thank you.

And will you be sure to let M. Castro know that
we m ssed himtoday?

MR. KEMPT: I will. Thank you

MR. REAGAN: Comm ssioners, on that very sane
note, M. Kenpt will tell you that he and | have been in
communi cati on frequently over the | ast couple of years,
and |I've told himeven though these are difficult to
identify and to have enough evidence, so to speak, to
determ ne what happened to a clerk at any given time, if
he will present to ne at any time, on any day, enough
i nformati on about what happened and we can show that it
was not the clerk's fault, we can certainly take care of
t hat .

So we are open to that possibility.

CHAI RPERSON SHAPI RO: Thank you, sir.

MR. S| EFOLD: Bob Siefold with Sony Mobile. And
we're a public conpany based in New York.

(Thereupon a discussion was held off the

record.)

MR. S| EFOLD: I would be happy to show the new
t echnol ogy.

CHAI RPERSON SHAPI RO: Well, | think we have to
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| ook at new technical issues.

BOARD MEMBER HARRI S: I think that's exactly what
we need, because we need something that's a real
breakt hrough, 1ike what you may have.

MR. JAMGOTCHI AN: I will give you a quick answer
to your question.

THE REPORTER: Can you come up and use the
m crophone?

MR. JAMGOTCHI AN: Yes, sorry.

Jerry Janygot chi an.

The short answer is the racetracks m ght want to
come up here and confirmit, but the fact is, they are not
interested in putting capital improvements into their
antiquated structure, because none of them are sure about
the future of California horse racing and the | eadership
that is being shown by the Board.

Wth regards to the capital costs, if these
racetracks can't get a return on their nmoney or, better
yet, can't anortize their inprovements over a period of
time -- like Hollywood Park, |ike Bay Meadows; that's two
exanples -- why should they put significant capital
i mprovements into their structures?

I think that answers your question, M Shapiro.

CHAI RPERSON SHAPI RO:  Thank you. All right.

MR. CHI LLI NGWORTH:  Sherwood Chillingworth, Oak
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Tree Racing Associ ation.

We have engaged in additional conversations with
respect to the ganmes by providing a new type of equi pment
that makes it easier for the veteran to bet. And we're --
We've | ooked at some of their equipnment, and we're going
to move forward during the next couple of nmonths.

We're, as you know, a |lessee of Santa Anita, and
if Santa Anita doesn't want to participate, we're willing
to initiate an experiment by ourselves, wi thout their
having to bear any of the cost.

CHAI RPERSON SHAPI RO: Thank you. And that's very
nobl e of you, and if they won't participate, then they
shoul d.

MR. KELLI HER: M. Chairman, my nane is Dan
Kelliher with Scientific Ganes.

And | just wanted to conme up and make a coupl e of
comrent s.

Previously |I had been with United Tote, and | made
a change to come on to Scientific Games, and | think
there's one point that the Board should realize from a
technol ogy perspective.

You tal k about the back end. W are not just
tal king about the back end, and that's true. But the two
pi eces really need to go together. Havi ng good,

effective, creative devices to engage the patron certainly
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is a big part of it, but that wi thout the back end
i mprovenents is only half of the equation as well.

So when you look at -- Utimtely, if we |ook six
mont hs out from now, new data centers both on the East
Coast and the West Coast, as well as new term nal devices
and engaging the customers in a nore fan-friendly
experience, California actually will |eapfrog NYRA,
Churchill Downs, other jurisdictions around the country
and having the conplete equation on both an effective
front end and an effective back end to their tote
operations. Nowhere else in the country will have that as
we | ook forward over the next six nonths.

CHAI RPERSON SHAPI RO: Thank you.

MR. CHARLES: Ron Charl es, Magna.

THE REPORTER: Come up here and use this
m crophone, pl ease.

MR. CHARLES: Sure.

THE REPORTER: And restate your nane.

MR. CHARLES: Ron Charl es, Magna.

I couldn't agree more with you, M. Chairnman.
We're frustrated. I think the racing fans are frustrated
at the equi pment we're using right now.

One of the issues is a cost issue, but nore
i mportantly, we did buy one nore year to let the RFP

process go forward.
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And | think the entire industry ought to know,
California will be |looking at this and probably taking a
serious | ook and probably will be doing sonething
significantly different a year from now

CHAI RPERSON SHAPI RO: Does that nmean we will have
it a year fromnow? O you're going to --

MR. CHARLES: No.

CHAI RPERSON SHAPI RO: -- begin to select?

MR. CHARLES: That means the contract goes for one
year, and we will be prepared to make a change

Again, we're in a little difficult position since
we own part of a tote conpany, Amlote, but we are, as |
think all of the racetracks are, concerned about the
quality of the product that we're giving to the racing
fans. And so what we're trying to do is inprove on that.

We needed some additional time and that's why the

RFP process will be this year.

CHAI RPERSON SHAPI RC: I"mglad to hear you say
t hat because it really is woefully bad, and we just -- You
will inprove our business if you do that.

MR. CHARLES: We agree.

CHAI RPERSON SHAPI RO: Thank you.

MR. HUNTLEY: My name is Bill Huntley, Scientific
Ganes.

I would Iike to make a couple of comments in
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addition to what Dan Kelliher said.

Earlier in this conversation it was nmentioned that
you need a | ot of new products with devices, personal
sorting devices to be used and audi o boxes and CDs and
thi ngs of that nature.

I think it's a comopn m sconcepti on anmong nmany
people in the industry that those products are not
avail abl e today. But in fact, they are avail able today.
We've got a full line of all those sorts of products that
doesn't have to wait for a new contract to be able to
depl oy those. They are made avail abl e.

In addition to that, Scientific Ganes is also
working with third-party providers |ike Sony that was just
represented. The product they have -- We're | ooking for
the best devel opers for additional products because no
conpany in and of itself has all the solutions. So you
can |l ook forward to a |lot of those sort of relationships
com ng down the pipe with Scientific Games, to be able to
provide California and other racing jurisdictions with a
full array of products of that nature.

CHAI RPERSON SHAPI RO: Before you go, do you think
that California racetracks and their fans are being
treated the way they should be treated at the tote wi ndow?

MR. HUNTLEY: Let me say that Scientific Games has

had this contract since the early '90s, and the equi pnent
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that was put in there at the time was quite revolutionary.

It certainly is the case that this equipnment is
not allowed to remain in place too long. And |like any
equi pment that gets old, it's not going to have the same
functionality; it's not as reliable as it was.

We like to explain that if it's a matter of
contract, quite frankly, the contracts have been at
cheaper rates then they are going to be when new capital
has to be invested in this environment. And no doubt that
the benefit of cheaper rates was part of a factor in
allowing this equipment to stay in place as long as it
has.

But having said that, Scientific Games realizes

that in the |ast few years, that we have not done the job

that we should have done and to ask the Board that | know
this equi prent -- and we've --

I'"'mnew in this position. I''m not new to racing
I was in this business for many years. I moved out about

ten years ago and |I'm back now running this racing
busi ness.

And everything that you've heard, everything that
you've seen in the |last year and a half is a direct result
that |'m operating this business. And the full support
for Scientific Games Corporation is behind ne. This is

before corporation. And all the investment that we're
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making is for the betternment of this business, and | can't
back up, and I can't change tine.

But | want you to know that we're fully dedicated
to this. We have changed managenent. We've brought in
new peopl e.

I think that any one of the current operators will
tell you that within the |Iast six nonths, the |evel of the
service has dramatically inproved as a result of that. It
is a fact that it's going to be in place for another year.
It is a very conplicated network of systenms and conputers
in California. That's going to have to be a well
t hought - out process to make a change where there's a --
but you have -- it has to go through that. W believe
we' re doing everything we can possibly do to ensure that
we provide the best possible experience to the California
pl ayers in this interim period.

CHAlI RPERSON SHAPI RO: Okay. Thank you.

I just have to ask the court reporter, | know that
there's a lot of noise and it's difficult to hear, but
you're doing a great job. So we're very appreciative.

I would Iike to continue through the rest of the
agenda and try to get it done unless sonebody wants to
take a break.

THE REPORTER: I need to take a break.

CHAI RPERSON SHAPI RO: You need to take a break?
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THE REPORTER: Yes.

CHAI RPERSON SHAPI RO: Fine. W're going to take a
5-m nute break -- 10-mi nute break right now.

(Thereupon a break was taken in

proceedi ngs.)

CHAI RPERSON SHAPI RO:  Wbul d everyone pl ease take
their seats?

Movi ng on, the next matter on the agenda is ltem
Number 13, which is the staff report.

| see staff is sitting there, ready to report.

MR. REAGAN: Comm ssioners, John Reagan, CHRB
staff.

These three reports have one thing in common. W
have put together |ong nmeets here. Of course Los Alamtos
Quarter Horse Race Association goes 200 days throughout
the year and because the Northern Thoroughbred schedul e
has been tweaked so many times in the |ast decade, it is
difficult to find conmparable periods where they are still
running at that particular tine.

We have al so presented 100 days or thereabout for
Paci fic Racing and Bay Meadows so that we can make some
ki nd of meani ngful comnparisons.

So those are the three reports, and if you have
any questions, | will try to answer them

BOARD MEMBER HARRI S: I am pl eased to see the

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

100

upt akes at Bay Meadows.

(Thereupon a discussion was held off the

record.)

MR. REAGAN: Right. Well, what it is in this
particul ar case, they run a hundred-ish dates each year
for Bay Meadows and Pacific Golden Gate, so we have
compared the hundred-ish days this year to hundred-ish
days | ast year.

BOARD MEMBER HARRI S: Ch, okay.

MR. REAGAN: Yeah.

BOARD MEMBER HARRI S: | was confused. | was
thinking that -- in particularly that, | think Bay Meadows
had a 54 percent increase in ADW which |I would assume was
due to their having all three providers. But that's a
pretty impressive figure, is right.

The previous year at Bay Meadows is when we had --
Who did they have before this year?

MR. REAGAN: Jack? Your ADW providers?

MR. LI EBAU. We now have everybody.

CHAI RPERSON SHAPI RO: I think his question is did
you have --

MR. LI EBAU: Prior to that, they had XpressBet.

CHAI RPERSON SHAPI RC: So in the prior year you had
XpressBet and in the |ater year you had all three.

MR. REAGAN: Yes.
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BOARD MEMBER HARRI S: But in the prior year you
had XpressBet and YouBet?

MR. LI EBAU: Yes.

BOARD MEMBER HARRI S: So they added TVG. But |I'm
not sure how much of that is due to TVG or if just there
was a growth in ADWin general

MR. LI EBAU: I think there's been a growth in ADW
in general, but | also think that there has been an
i mmense quantum | eap in TV exposure through TVG and
northern California having Concast.

BOARD MEMBER HARRI S: It says too that your
average on-track and off-track are still all right.

I mean, there are allegations, but the
capitalizations doesn't junp out at you, |ooking at these
nunbers.

MR. LI EBAU:. Those nunbers that John has presented
are averages. Bay Meadows is Bay Meadows. The numbers
are substantially higher if you | ook at the comparative
dates, because this |ast year, the date schedul e has been
changed.

BOARD MEMBER HARRI S: It's nice to see an update.

CHAI RPERSON SHAPI RC: I also would like to
compl i ment M chael Kilpack on his end-of-race neet
security report for Los Alam tos, which |I thought was

conplete and informative. And | would encourage that the
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supervising investigators who |

when | read the other
But | thought it was very
t hat showed county investigations

and so forth. | thought that was

you pl ease pass that on.
MR. REAGAN: We certainly
CHAI RPERSON SHAPI RC: Are
to the end-of -nmeet reports?

There being none.

report

kind of felt

102
be shared with other

phoned it in

two that were in the book.

hel pful to get a report

and what they had done
very useful, so could

will.

there any other comments

Okay. Comm ttee reports.
Number 14, the report of the Medication Conmittee.
BOARD MEMBER MOSS: Ri chard, we met yesterday and

we di scussed at
to call it a review

And basically |

|l ength the Intercontinental --

woul d turn

I ' m going

it over to you now,

because you ran the meeting, because |I've been out of
touch with a | ot of this stuff, because |'ve been
travel i ng.

CHAI RPERSON SHAPI RO: Al'l right.

Yesterday there was a Medication Committee

meeting, and the sole matter

matter that had been brought

our |ast Racing Board meeting,

PETERS SHORTHAND REPORTI NG CORPORATI ON

forth by M.

on the agenda was to review a

Jangot chi an at

where there was a |l ate

(916) 362- 2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

103
Lasi x shot that had been adm nistered to Intercontinental.

We appointed a special person, Scott Chaney, who
is an attorney, a former assistant trainer, and a current
steward, who has know edge of both the backside and the
law to review the entire matter from his investigation.

What he reported back to the Comm ttee was that he
had i ntervi ewed over 30 different people, 14 of which he
t ook decl arations under penalty of perjury and revi ewed
this entire incident, all of the allegations that were
made associated with that incident.

His report was delivered orally to the Conmttee,
and he prepared a written report, which was not delivered
to the Comm ttee, purposely.

His findings, if I can summrize them were that
there certainly was no cover-up and no intentional
wr ongdoi ng on anybody's part related to the California --
related to staff or the California Horse Raci ng Board, but
that there were sonme m stakes that were made related to
Intercontinental getting a |late adm nistrati on of Lasi x.

What it also did was it highlighted to us that we

need to look into better ways and better nethods with

which to ensure situations like this don't exist. And
therefore, | believe that in the future date, we will | ook
at ways in which we can prevent situations like this from
happeni ng.
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And as an outgrowth of that, there also was -- has
been a protest filed by two of the horse -- the owners of
the horses that participated in that race where they are
seeking that there be a hearing to consider the
redistribution of the purse of that race.

The Board has -- there is a rule, which is
basically a 72-hour rule, which has timed out at this
poi nt.

However, it was the Medication Commttee's belief
t hat we should waive that rule and we should allow those
horse owners that participated in that race that want to
file a protest and have a hearing, for themto do so.
Therefore, it is the Medication Comm ttee's recomendation
to this Board that the Board allow that those horse owners
be given a 72-hour notice now so that they can tinmely file
any protest to the outcome of that race.

And further, that those protests that have been
submtted to date would be considered, that they are valid
and they are recogni zed.

So accordingly, the Board is not in the position
to want to hear specific information about this incident,
because as you know, we sort of sit as an appeals court,
and therefore that is why the witten report was not given
to any of the Board nmembers.

But nonet hel ess, M. Jangotchian, | want to thank
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you for bringing to this our attention. It is

appreci at ed. It is unfortunate that the horse passed the
ti me when Lasix should have been adm nistered, and at this
point, the horse owners will have the ability to file or
acknowl edge any protest that they deem necessary.

So that was the report of the Medication
Committee.

I will then ask for a nmotion to adopt the
Commi ttee's recomendation that the owners of horses that
were in the Palomar handicap be given 72 hours fromthis
date to file any protest related to the outcome of that
race and that those protests that have been filed to date
be recogni zed.

Is there a second?

BOARD MEMBER HARRI' S: Just to clarify, we're
recogni zing, | believe, there's at |east two protests to
file.

CHAI RPERSON SHAPI RO:  Yes.

BOARD MEMBER HARRI S: They don't have to do
anyt hing el se. But the other rule is to remain in play as
far as any purse redistribution they need to file.

CHAI RPERSON SHAPI RO: They need to file within 72
hours fromnow if they intend to file a protest.

BOARD MEMBER HARRI S: If they don't file a

protest --
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CHAI RPERSON SHAPI RO:  Then they will be timed out.

BOARD MEMBER HARRI S: | think before we notify
them we should be proactive in notifying them
because they --

EXECUTI VE DI RECTOR FERM N: They are going to nove
forward with a hearing on redistribution no matter what,
because we have the two, and they certainly would not be

exenpt just because they hadn't fil ed.

BOARD MEMBER HARRI S: That's the issue, | guess.
It seens |ike we already got two people that filed
and that reaches a threshol d. I don't know what we're

acconplishing by necessarily telling everyone they got --

CHAI RPERSON SHAPI RO: Well, that's fine.

I just think that we should ask staff to make sure
that each of the participants that had a horse in that
race, make them aware of this.

BOARD MEMBER HARRI S: Yeah

CHAI RPERSON SHAPI RO: I think we should have staff
do that.

BOARD MEMBER HARRI S: | don't know if we need the
two that have filed, to require themto file again.

CHAlI RPERSON SHAPI RO:  No, no, no. No one's asking
themto file again.

BOARD MEMBER HARRI S: It's clear that if you

didn't file for redistribution, you're eligible for it.
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CHAI RPERSON SHAPI RO: It's going to be considered
in the hearing.

M . Cout o.

MR. COUTO: Dr ew Cout o, Thoroughbred Owners of
Cal i fornia.

I would Iike to request that the Horse Racing
Board notify each owner who ran a horse in that race and
give them 72 hours so that if they -- if they do file a
protest based on some other valid objection, other than
what's contained in the current two protests, it m ght
broaden the scope and they m ght have a valid objection
that's in addition to that.

So | think it would be an appropriate procedure to

make sure they are all notified and given 72 hours.

CHAI RPERSON SHAPI RO: I think you're right.
And in light of this discussion, | would |like to
amend my notion that we will give them 72 hours fromthe

date at which they have all been notified. And so they
can do that, so we can direct staff to immediately notify
each of them and then we will nove fromthere. Okay.

BOARD MEMBER MOSS: M. Chairman?

CHAI RPERSON SHAPI RC: Yes.

BOARD MEMBER MOSS: One small question

Did anything come up by M. Chaney or anybody

suggesting that the Lasix shots in the future be
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adm ni stered by one person or a track vet, preferably? O
shoul d we have the Medication Conmittee discuss what that
actually ampunts to?

CHAlI RPERSON SHAPIRO: | believe that we did not
get into specifics as to what took place there, but what
we did agree to is that we should have the medication
comm ttee | ook at the standards that are used and
procedures that are used to try and elimnate this from
bei ng done in the future.

Towards that end, there are certain states that
use an official vet or a state vet to do it, versus
private vets. But that gets into manpower and cost and
things like that. And since our budget is not
overflowi ng, unfortunately, it would be difficult for us
to undertake that, but | think that the Medication
Commi ttee should reconvene and | ook at this and | ook at
how we can best monitor and regul ate that process.

BOARD MEMBER HARRI'S: | think we also need to
i nclude the horsenmen in that, because it may well be that
the user-paid type of systemwill be subject to trade with
owners and tracks and everyone who cooperated.

CHAlI RPERSON SHAPI RO: | agree, and | think that
whol e di scussi on shoul d be hel pful to our Medication
Comm ttee neeting.

There is a notion and there's a second.
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Al in favor?

(Al ayes.)

MR. JAMGOTCHI AN: M. Chairman and menbers of the
Board, | don't intend on comenting on M. Chaney's
report, just to offer you a couple suggestions.

According to the |Indiana Horse Racing Conm ssion,
"Integrity '06" relates to their proposal to essentially
clean up this problemin Indiana

| don't know why |'m doing work for the staff, but
in essence the four conponents of this plan are oversight
of the horses that are in the race on the day; veterinary
practice and initiatives; blood gas programs; and
wageri ng/ moni toring systens.

Interestingly enough, and the staff can -- if they
want a copy of this | would be happy to share it with
them the veterinary practices in the state of |ndiana are
what they say -- and it's true. They are a nodel.

And they want them to be the best practices in the
racing i ndustry, but few of these practices are in effect
in any of the states. "And collectively these initiatives
woul d take Indiana fromthe m ddle of the pack and make us
the | eader of the pack."”

Now, | don't know if Ms. Fermn and the Board want
to be | eaders of the pack when it comes to nmedication, but

if they do, somebody ought to figure out what they are
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doing in Indiana.

CHAI RPERSON SHAPI RO:  Well, thank you.

Bot h Executive Directive Fermin and | will be at
RCI next week at which we will be sitting in on some of
t hose neetings.

And if you would be kind enough to send a copy of
that report so we can review it, that would be hel pful.

And we thank you.

MR. JAMGOTCHI AN: Also, with regards to
M. Chaney's report, | was happy to see himcite Rule 16
of the California Horse Racing Board, Sacranmento Horse
Raci ng Associ ation, which essentially revised the order of
the finish.

I was hoping that he used this report -- he used
this ruling in his report, because if he didn't, | was
here to share it with you.

CHAI RPERSON SHAPI RC: Thank you very nuch.

Ckay. Next is the report of the Pari-Mituel /ADW &
Si nul cast Conmmittee.

Commi ssi oner Moss.

BOARD MEMBER MOSS: Thank you, M. Chairman.

We had a conversation yesterday regarding the
20-mle restriction on satellite locations. And | think
our commttee is starting to address this matter, and it

ended up -- at least this action item ended up -- with
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staff is going to develop a report based on the fact that
we are going to try five locations, connecting with five
different racetracks, to see if we can perhaps push
t hrough something like this happening in the |egislature.

At | east that's the way | understood it. I's that
ri ght, John?

MR. REAGAN: Yes, sir.

BOARD MEMBER MOSS: You know, this discussion took
pl ace because we still have basically 35 off-track places
to bet in the state.

And we believe that without too much difficulty,
we can certainly extend that nunber successfully with the
associ ation, the racetracks, and hopefully the clerks.

The second thing they had was presentation by
Scientific Games. You met Bob and George, and they gave
us a nice denonstration of how noderni zed they've become,
and we're going to soon receive the benefit of that
updati ng of technol ogy.

I think we decided that since we already approved
a rule to dealing with scratches and what happens i nsofar
as the win tickets are concerned, we've acconnodated pl ace
tickets as well. So that suggesti on has been put into
action. We're hoping to get something resolved on that
pretty soon.

(Thereupon a discussion was held off the
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record.)

MR. REAGAN: We anmended the rule to allow for the
surface change, and we're going to do that. W're going
to place a big bet. W will start that process

BOARD MEMBER MOSS: Thank you, John

And then we had a brief discussion in regard to
t he suggestions that mght Iimt illegal ganbling in
California by off-shore entities, and | think this is part
of a greater conversation in the future.

That was our neeting.

Thank you, M. Chairman.

CHAI RPERSON SHAPI RO:  Thank you. | did -- | did
sit in on it and it | ooked |like some really good things
wer e goi ng on. And | appreciate the work.

BOARD MEMBER MOSS: And we are going to discuss,
gather, the coupling issue.

CHAlI RPERSON SHAPI RO: That will be heard at our

next meeting. And we will be dealing with the coupling
and uncoupling. I know we're getting a | ot of feedback
which is very helpful. And in terms of e-mails and calls,

and it's very hel pful to us.

The next issue is other business.

I wanted to rem nd you that there is a five-mnute
limtation for each person to address the issues that are

on the general business.
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Is there any general business that needs to cone
bef ore the Board?
MR. CASWELL: Ron Caswell again.
As | discussed before, | represent Jerry
Janmgot chi an. And a little earlier, you discussed the

insecurity of Hollywood Park and the problenms with

security el sewhere, until this period. So | have del ayed
until now.

On Monday, | deposed Dougl as Aschenbrenner in
connection with the lawsuit. Aschenbrenner raised sonme

i ssues that concerned hi mabout security. So | really

t hought | would just pass them on to you, because |
thought there was sonmething that the Board would want to
consi der .

M. Aschenbrenner noted in his testinony that --

THE REPORTER: Excuse ne. Can somebody cl ose that
wi ndow? | can hear a voice, but it's not yours.

Okay. Go on.

MR. CASWELL: Okay. M Aschenbrenner noted that
there were some problens with security. And he seemed
rat her concerned about it, so since | am here today, |
t hought | would pass it on.

He said one of the things that he noted at the
racetracks is that there are not enough caneras to

actually nonitor the horses that are being videotaped.

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

114
That seens significant, but inconsequential. It seens
like a small capital outlay to take care of that.

And then he noted that a | ot of the caneras that
were at the racetracks didn't work. Again, it's the same
problem just a slightly different twist on it. Hi s
bi ggest concern was that the security conpanies that are
being hired by the racetracks are not |icensed. Or the
security conpany is licensed, but the people, the
personnel, are not |icensed.

And in the mddle of his testinony he said that he
was concerned that there were felons who were being
retained at the racetracks.

I can see where that would present the problemfor
t he Board. So | didn't really intend to take a | ot of
time on that, but | thought that | would pass that on
because it does seem di sconcerting. It does seem | i ke he
was practically asking me to bring that up to date.

THE REPORTER: St op

| cannot hear him

CHAI RPERSON SHAPI RO:  All right. You can't hear
because of back behind nme?

THE REPORTER: Yes, or wherever those voices are
com ng from

CHAI RPERSON SHAPI RO:  Okay. Well, we'll see if we

can't --
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We do appreciate your comments and we woul d ask
t hat perhaps you can send themto us, because these are
all very hel pful.

MR. CASWELL: I can send you the comments and
can send you a copy of the deposition transcripts so you
can see --

CHAI RPERSON SHAPI RO: I don't want a copy of the
deposition, but |I would like -- You' re making some good
points, and so we don't m ss anything.

I think they are good points.

MR. CASWELL: Two other things | wanted to bring
forward because | understand this is where we're going for
future action.

I filed a couple of objections which pertain to
the 1582 rule, and the objections were germane because the
stewards hadn't prepared a proper record.

We volunteered to waive the stewards' rehearing,
because it really is a lot of time and effort on
everybody's part. And if it goes the way we antici pated
it would go -- We probably would be going to superior
court, so | would ask that the Board consider just dealing
with all the admi nistrative recomendations and then we
can save everybody time and noney in that effort.

And then the last thing that | would bring up -- |

don't want to take anymore time than we need to -- is |
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| odged a protest against one race. W sinply haven't
heard anyt hi ng. It's been about three weeks.

We woul d just ask just the timng of this issue
that the Board concede the hearing of the protest.

CHAI RPERSON SHAPI ROC: All I can do is -- I'm
fam liar with them obviously.

And | can just refer to staff to give a report
back to us so we can address those issues.

MR. CASWELL: Thank you very much for you time.

CHAI RPERSON SHAPI RO: Thank you.

Okay. Does anybody el se have anything?

MR. JAMGOTCHI AN: M. Chairman, this five-mnute
l[imt, | think, is based upon my activities. And | got to
tell you that | think it's totally inproper to do it at a
hearing without discussing it with the Board

But nore personally, in this |eadership role that

you have, you've got to listen and conmunicate with

peopl e. If you're going the sit there and say five
m nutes and your time's up, | think this is just wrong.
You know, | will try --

CHAI RPERSON SHAPI RO: M. Jangotchian, there's a
law that allows it, permts it.

Use your five m nutes and nmove on.

MR. JAMGOTCHI AN:  There was no law until this

meet i ng. Your unilaterally elected to change the | aw and
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| just wanted to note that.

Wth regards to the security submtted by
M. Caswell and M. Aschenbrenner then testified to, the
incident is not one at Santa Anita. It happens all the
time.

There's two incidents I'Il bring to you.

THE REPORTER: Speak into the m crophone, please.

MR. JAMGOTCHI AN: One was, as | discussed earlier,
with M. Moss's horse, Giacono had no camera, had no
security during Santa Anita. Check your records. G acono
wasn't the only horse. There were, like, 12 or 15 horses
that didn't have it.

(Thereupon a discussion was held off the

record.)

MR. JAMGOTCHI AN: So if you don't have cameras and
you don't have security, why do the security controls
under the Santa Anita as well as Hollywood Park permits,
which require themto have this, there's no enforcement in
this? Why don't you just elimnate this? Wy do you even
have security?

In the Intercontinental case you wouldn't even
have the issue. Let all these horses get the conmpetitive
advant age that Intercontinental got by getting a |late
Lasi x shot, and just ignore the rule for medications,

because that's what's happeni ng here. If the Board
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doesn't want to have these horses watched or videotaped,
then elimnate the rules, because that's what's happeni ng.

Wth regards to the unlicensed security people,
Rul e 1924 says, if you're in the backstretch, you got to
be |icensed. These people aren't |icensed. These people
are picked up off the street, in some instances, because
t hey need people.

So | don't know if the Adm nistration of Horse

Racing -- It really disturbs me because | have a
substantial investnment. I don't see a | ot of good things
happening. You bring up antiquated tote systens. You're

right. You bring up small fields. You're right. You
bring up the breeding industry in the state, which is

m ni mal . And | have to send all nmy horses out of state to
get bred.

This is a really serious problemthat's in front
of you. And I wish the Board would really | ook at the
seriousness, because if you want horse racing to inprove
in California, you're going to really have to | ook at the
people that adm nistrate it, and it is not about track
services.

Look at the facility that we're in today. Compar e
this to a NASCAR facility. Conmpare this to a new
racetrack or racino somewhere. This isn't what the

i ndustry is.
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Now, you m ght have only the best intention in the
world to change it, but cutting off people, treating them
rudely, and more inmportantly, ignoring what they are
telling you -- which is your right -- is wrong.

Craig Fravel and Joe Harper said in the
decl aration, that "Gee, we didn't even know about
Intercontinental until February of this year" and Harper
didn't know about it until he read it in the newspaper

If you believe that, you believe that 9/11 didn't
happen, because Sam Tenpl eton works for those guys, and
he's been there for 30, 40 years.

Now, Chaney's statement with regards to Sam
Tenpl eton said, "Hey, | told CHRB investigators." Well,
why didn't the CHRB investigators tell anybody else? They
did. And she's sitting to your right.

Thank you.

CHAI RPERSON SHAPI RC: M. Jangot chi an,
appreci ate your conments.

And | would like to respond, and | would just ask
that you listen.

MR. JAMGOTCHIAN:  ©Oh, | will. | will listen to
what ever you say.

CHAI RPERSON SHAPI RO: Thank you.

First of all, | want you to understand that

despite the 104 e-mails that you sent to my office, | am
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required, as are all other Board menbers, not to read them
and not to respond to them Okay? So | want you to

under stand that when there are issues that are pending

i nvestigation, we are required by the attorney general not
to read them and not to respond to them

Now, | happen to think that you and | share
somet hing in concert, and | think you share it with the
rest of this Board. W all have a passion for this Board.
We're all doing what we can to move this Board forward.

We all recognize that there are lots of problenms and | ots
of challenges in this industry.

I would invite you to become a positive force in
hel ping move the industry in a positive way. There's no
doubt, peopl e make m st akes. Anybody that's trying is
going to make m st akes.

On the other hand, to sinply make all egations
whi ch are unfounded and in all of these discursions that
you continually make, when you don't have all the
know edge -- | agree with you, and | think everybody up
here would agree with you. W would |ove to have the best
sophi sticated camera equi pment, surveillance equi pment
possi bl e, but we have budgetary limts

For exanple, we are trying to get an increase from
the State of California to approve our testing program

We are battling uphill. W were turned down by the
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|l egislature. We were circling back. We have |limted
resources, and unfortunately, we don't have the | uxury
that you m ght have in private business and | m ght have
in private business to have all the resources to do
everything that we would I|ike.

So | appreciate your passion. Okay? | may feel
that you are m sguided in a way that you direct it at
times. But | wish that you would take that energy, which
is a very useful tool, and help make it a positive tool to
hel p us.

I am gl ad you brought up the Intercontinenta
matter. I am gl ad you bring these issues to our attention
because we only have limted resources.

And not one person is running this Board. Not one
is running this staff. It is a joint effort. W can't be

in five different racetracks every day.

So | simply invite you -- and | please ask that
you not respond, other than to think about it. W
recogni ze you have a significant investment. W val ue

your participation in this Board.

I hope that you would sinply redirect it in a way
t hat would be nore useful to us.

MR. JAMGOTCHI AN: My only concern with that is
that the | eadership is what's inportant in any business,

whet her it's your business or ny business. If you don't
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have | eadership that gives you the direction that you need
to make critical decisions, you're not going to be
successful .

Now, when you have a critical decision in front of
you, if that critical decision requires action, you're
sitting in the position to make the deci sion.

CHAI RPERSON SHAPI RO And M. Jangotchian, all
can tell you is | believe that each of these Board menbers
that sit up here, including staff, are extrenmely dedicated
and commtted to trying to inprove this industry.

None of us -- None of us are getting highly paid
or rich by what we do. W are comm tted because we care
about the game. And that is not to say we won't make
m st akes, because we will.

And all |I'm saying is rather than being a
destructive force and sonebody who is |ooking to tear down
what we're doing, which is what it appears -- and | don't
think it's your intention. I think it would be nore
useful if you and your attorney and people you know say,
"Hey, did you know that this happened?" or "Let ne tell
you about this or that," in a positive way, | think you
woul d be wel coned, frankly. And | really don't want to
engage in a debate.

MR. JAMGOTCHI AN: The problens with that is that

the way that things are addressed, there needs to be
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resolution and there's never resolution.

CHAI RPERSON SHAPI RO:  There is.

Unfortunately, we're a bureaucratic agency, and |
understand that frustration. And | understand that
frustration, okay, because it's frustrating for all of us,
frankly. As business people and as people in the private

sector, we loathe to go and say, "W screwed up. We're

going to fix it, get it fixed." But there are processes
that we are forced to go through. All I'"'mtelling you is,
we are working to resolve a whole host of issues. It is

conplex; it covers the entire state. There's racing
associ ations; there's horsemen associations; there's
enmpl oyees; there's fairs. It's very conplex. Okay?

And all I'mtelling you is we have a handful of
people to deal with all this. W are doing our best and |
would like to leave it at that, and | only ask that |
woul d hope that you would change your focus and | ook to be
a positive force.

MR. JAMGOTCHI AN: I only have one request.

CHAI RPERSON SHAPI RO: Okay.

MR. JAMGOTCHI AN: My only request is that in any
matters, if you legitimtely want change and honestly want
change, that you waive the adm nistrative remedi es that
allow me to get into the court systemto determne if |I'm

ri ght or wrong. Because as | ong as you guys keep
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everything bottled up here, it just makes the matters
wor se.

In the case of 1582, as an exanple --

CHAI RPERSON SHAPI RO: M. Jangotchian, | don't
want to go there.

I was trying to sinply make and to put out an
olive branch to you, to welcome you, to let you know that
we appreciate you as an owner. W appreciate your vested
interest and your comm tment to racing. Okay?

That's all I'"'mtrying to say is to |let you know
t hat nobody up here does not appreciate your involvenent.
We only wish that it can be delivered in a nmore productive
way .

And | wish you good day. Thank you

MR. JAMGOTCHI AN: Thank you

CHAI RPERSON SHAPI RO: Is there any other business?

If not, | will adjourn the neeting.

The meeting is adjourned.

(Thereupon the California Horse Racing Board

meeti ng adjourned at 12:52 p.m)
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I, KATHRYN S. KENYON, a Certified Shorthand
Reporter of the State of California, do hereby certify:

That | am a disinterested person herein; that
the foregoing California Horse Raci ng Board, Full Board
Meeting was reported in shorthand by me, Kathryn S.
Kenyon, a Certified Shorthand Reporter of the State of
California, and thereafter transcribed into typewriting.

I further certify that I am not of counsel or
attorney for any of the parties to said workshop nor in
any way interested in the outcome of said workshop.

IN W TNESS WHEREOF, | have hereunto set ny hand

this 29th day of March, 2006.

KATHRYN S. KENYON, CSR
Certified Shorthand Reporter
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