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Thur sday, March 25, 2004

REGULAR MEETI NG

EXECUTI VE DI RECTOR WOOD: Good norni ng, everyone.

This nmeeting is being conducted on Thursday, March the
24t h, 2004, and we're at Gol den Gate Fields Racetrack
and we're in Albany, California. Present at today's
neeting are Chairman John Harris, Vice Chairnman Roger
Li cht, Comnri ssioner WIIliam Bi anco, Conmi ssioner Sheryl
Granzel l a, Comm ssioner Marie Mretti, and our newest
menber of the conmi ssion, Conmi ssioner Jerry Moss.

Before we go forward with the business of
the day's neeting | would like to request that when you
give testinmony to this board that you pl ease present our
court reporter with a business card and that you pl ease
state your name and your organization before you speak
so she could know who you are and properly record it.

Before | turn the nmeeting over to our chairman
this morning, it's nmy pleasure and | guess ny duty to
make an announcement about one nenber of our staff and
make this announcenent with m xed enotions and | nmake
this announcenent with gl adness and sadness but | al so
make this announcenent with a |ot of pride.

Many of you have known over the years Jackie
Wagner who worked for us in many capacities, basically



been our | egislative analyst person and our nmanager of
regul ations. She's worked on all of the rules that
we've created. She's been a very val uabl e nenber of our
horse-racing staff. And | hate to tell you this but
effective on April the 19th Jacki e has been appoi nted by
Governor Arnold Schwarznegger to be the Deputy Director
for legislation for the Departnment of Fair Enpl oynent
and Housi ng.

So with that, I"mgoing to turn our neeting
over to M. Harris. And, Jackie, thank you for all the
tremendous work and all the loyalty you' ve shared with
us over the years.

CHAIRVAN HARRIS: |I'd |like to join Roy and the
rest of the board in congratulating Jackie on this new
job. It's always a m xed enption, it's |like losing a

horse in a clains race. This is the stakes, you usually

want stake horses after that, that's the problem But

you hate to |l ose this person but you know that she's got

a good career ahead of her and will be a good asset to

t he Schwar zenegger administration. And | thank her for

all the good effort she did for us at the racing board.
Actually the itens, one thing before we get

the approval of mnutes, nmost of you in the industry get

the mnutes in a board package or off a website or

anyt hing before you cone to the neeting. You do?



Because it's nice reading but I'mwondering if that's
what you really said or not. But if anyone does have
anyt hi ng goi ng through the mnutes that's reflected on
themor their organization's position, be sure to not
hesitate to clarify it because these m nutes do beconme a
hi storical record that's soneti mes good for people to go
back to. And actually | think on our website the

m nutes are published and also | think actually
transcripts of the nmeetings are published so it's a good
resource to have to | ook back on if any questions cone
up and we just want to nmamke sure they're correct.

So with that said, we have two to approve now,
the m nutes of February 19th, 2004, any corrections or
additions to those? Do | hear approval ?

COWM SSI ONER MORETTI: 1'll nove.

EXECUTI VE DI RECTOR WOOD:  Second.

CHAI RMAN HARRI S: COkay, it's approved. The
second is the neeting of January 22nd, 2004. Anyone
have anything on those? |If not, can | get a notion to
approve?

COW SSI ONER BI ANCO. | nmmke a notion.

EXECUTI VE DI RECTOR WOOD:  Second.

CHAI RVAN HARRI' S:  Make a notion to approve.
I'"d like to thank everyone for being here this norning
for 9:00 o'clock which | know is early for sone of you



fol ks but we really do have a beautiful view fromthis
roomand it's a great -- | always enjoy these neetings
at Golden Gate. But they do start racing here at 12:45.
So | thought it would be a good idea to start on the
early side so we could devote enough tine to all the
items.

The first itemis the discussion and action by
the board on the request of the California Thoroughbred
Hor senmen's Foundation to approve the nom nation of two
new directors to its board.

MR. REAGAN: Conmi ssi oners, John Reagan, this
is a request fromthe California Thoroughbred Horsenen's
Foundation for the approval of two new nom nees for
their board, this is required by our rules. The two
nom nees are Robert Bean, a |licensed thoroughbred
trainer, and Jerry Forrester, a licensed thoroughbred
owner. This will keep the CTHF board up to the required
m nimum in fact, one over the mnimumso we find this
to be reasonabl e and ask for your approval of this
request.

CHAI RMAN HARRI'S: | don't have any problem
really with these nom nations, but is there any process
that these boards go through to choose noninees or is
there anything that they predict the qualifications that
t hese nom nees are supposed to have and al so who



actually nomi nates then? Does the board nom nate
further menbers of the board?

MR. REAGAN: First of all, M. Chairman, | can
tell you after working with this group for quite a while
the first qualification of these people is that they
will volunteer. |It's very difficult to find people that
wi |l spend as nmuch ampunt of tine working with this
group, the back stretch, all that. So, yes, once they
do find people that will volunteer and give their tinme,
they do -- usually the nom nations are nmade by the
current board nmenbers so that there is a good feeling
for who the person is and there are other
qualifications. But generally if they will serve they
are, of course, in this particular case |licensed by us
and so | think they feel pretty good about these people,
and when they nom nate them they're pretty confortable
with who they are.

CHAI RMAN HARRI'S:  Any further discussion on
this issue?

COWM SSI ONER MORETTI: | vote to accept the
nom nati on.

COWM SSI ONER BI ANCO:  Second.

CHAI RMAN HARRI S:  We accept the item The
next itemis a report on the advance deposit wagering
handl e for 2003 with updates for race neetings in 2004.



MR. REAGAN: Conmi ssioners, as indicated here,
the handl e in 2003, the second year of account wagering
in California, we saw a dramatic increase as antici pated
over the first not quite full year of account wagering.
We continue to see gromh. W figure probably in 2004
we'll be seeing a total handle of 350, $400 million by
the end of this year.

Like | say, around $14 mllion it generated
for purses, 14 mllion for commi ssions and 14 mllion
for the ADW hubs so the big nunmber is there and we
anticipate like simlar type nunmbers for 2004 obviously
i ncreasi ng as the handl e i ncreases.

The interesting part of the story here, of
course, is the early part of 2004. As indicated by the
attached nunbers, we've seen an interesting mx in the
total market. The market shares bei ng sonewhat
interesting. W see the TVG and Youbet increasing their
share as whereas the Xpress Bet seens to have |ost sone
ground. And that has been a point of discussion and
think that's what we're here for today.

VI CE- CHAI RMAN LI CHT: | think that one of the
nost interesting thing about that is Youbet does have a
California product so it's understandable that their
handl e woul d rise to the quality, which their product is
extrenely high quality. But the TVG has no California



product and yet nore California people are nore
interested in betting on basically third class racing,
nmore California people are betting on third class New
York winter racing and so forth than they're betting on
Xpress Bet on the top racing in the country. And
guess you can only attribute that to tel evision
distribution. And there's no question that we need to
strive for nore television distribution. That's an
obvi ous.

And then | would say in Xpress Bet's defense,

nobody wants tel evision wagering -- -- television access
nmore than they do. It's not like they're trying not to
be on TV. | think they're putting forth an effort to

get on television. But they're not succeedi ng and maybe
we need to hear why that is.

CHAI RMAN HARRI'S:  |'m not sure on these
figures, also it's kind of a conplicated systemthat
noney goes to many places froman ADWwager. Aren't
there sone fees going to satellite fairs and things if a
bet is made in their zone? \Where does that show up
her e.

MR, REAGAN. Certainly. 1In the tota
di stribution of the account wagering handle there is a
2 percent deduction that goes into a pot of nobney and
that is shared with all of the satellite |ocations in



California on a pro rata basis, so we take a | ook at the
prior year's handle, calculate their pro rata and part

of that sinmulcast handle and fromthat pot of noney
generated fromthe 2 percent bet wagering based on a pro
rata figure that pro rata share is then given to those

i ndi vidual sinulcast sites. So there's kind of a
protection for the satellite sites given that they don't
participate in the pot directly but with this percent
noney they do get an indirect participation

CHAI RMAN HARRI'S:  |s that based on historic
nunbers or is it recal cul ated every year?

MR, REAGAN. Recal cul ated every year. And the
reason that happens is, for instance, in the first year
we started, one of the Barrona Tribe was off |ine that
year, they had no participation at all and the |aw
called for a pro rata share so that if we would have
cal cul ated on that year and kept it that way, obviously
when they came back on line they would have been forever
zero. So we have to account for those changes in the
system as peopl e add, delete, whatever.

CHAI RMAN HARRI S:  The idea was supposed to be
sort of mtigate (unintelligible), like if everybody in
Fresno opened an ADW account and nobody bet in Fresno,
then they would get nothing from ADWeither | guess. So
| see maybe it should be based on nore where the person



was. (Unintelligible) is shaking his head but we
di sagree on everything. But that's a side issue. On
these figures, do these include the Los Al amtos?

MR. REAGAN:. Yes, | believe we took day and
ni ght nunbers here. Yes.

VI CE- CHAI RMAN LICHT: | would like to hear
specifically fromeach of the providers and | have sone
gquestions for each of themand | think it's appropriate
to hear from Xpress Bet to hear how they explain these
nunbers. They have the best product nationw de,
certainly the nost attractive product in California but
they're not performng up to the other two ADW
provi ders.

MR, LUNI EWBKI : Ron Luni ewski, Xpress Bet
Ni ght Entertai nnent. Thanks for having ne. Roger, |
think that you've pretty nmuch already articulated what's
going on in California. Xpress Bet as a whole | believe
as reported in the January neeting is up fromlast year
al t hough, we're down in California. But as a whole
we're up, so we're seeing sonme good growth outside of
California. Really what it is is that we |ook at pure
account wagering products. W believe the market is
maturing in California and there's really not a | ot of
reason for soneone to switch froma Youbet to an Xpress
Bet account because the contents equal at this tinme of



the year. And, in fact, if you look at California for
the entire twelve nmonths, you know, Youbet has all the
content so there's really not a lot of notivation for
people to switch. | don't think that it has anything to
do with product feature functionality, | think that the
four maj or national conpetitors out there all have
pretty solid products and there's differentiations and
certain internet features that one guy has that another
guy doesn't have but they're all pretty solid.

As for television, | think that's better on GI
econony on their growth for the first quarter because
it's actually a pretty inpressive growth nunber.

VI CE- CHAI RVAN LI CHT:  When you say switching
accounts, | nmean, the fact is nost people including ne
have to replenish their accounts quite frequently, so
when you' re repl enishing the account, you -- | nean,
why -- in other words, if | had noney in my TVG account
and it's gone at the end of Hollywood Park and now I
need to put nmore noney in, why wouldn't | put it in
Xpress Bet so | can bet on Gulf Stream and Santa Anita
and Col den Gate?

MR, LUNIEWSKI: In the California marketplace
what's going on in what | already believe is content is
a key feature, differentiator for a point but especially
for California residents, they nmake a decision do | have



to switch fromny -- | used to use Yahoo as ny search
engi ne and now | have to switch to CGoogle and is that a
bi g enough differentiator? No, it's not a big enough
notivator. They want to stay and go on --

VI CE- CHAI RVAN LI CHT: Are you saying on
tel evision? Because their content is clearly -- it's
third class this time of the year

MR, LUNIEWSKI: Well, if you want to say that
there is potentially a merging trend that's al so goi ng
on that you hit on, |I say alittle differently as you
see a bit of a trend froma -- you know, a content, you
know, driven quality racing to TV content, what's on TV
is what people is going to bet. You see that trend

starting to happen, too. | nean, | think that's what
you articulate and | agree with you. And | think TVG
will be the best conmentator because | don't see the

growh conming from (unintelligible), they're com ng from
t he aqueducts of the world which shows there's another
trend that the ADW provider is noving away from what's
on TV, they're going to bet.

VI CE- CHAI RVAN LI CHT: | worry that retraining
these people, all of a sudden the California people
| earn about aqueduct, they | earn about the New York
circuit and so forth and then all of a sudden they're
going to be betting on New York racing twelve nonths a



year and then take away fromall our California tracks
wagering. It's a possibility.

MR. LUNI EWSKI :  Yeah, | kind of think that,
you know, the TVGS -- yeah, | think that that would be,
you know, the TVGs can probably see trends but |'mjust
nore hypot hisizing fromnmore of the information you see.

CHAI RMAN HARRI' S: There's one issue obviously
fromthe tel evision coverage. But back to the actua
website acceptance by different types of patrons. Have
there been any studi es done of people that were maybe
not account wagering, didn't have an account right now
and then maybe did have accounts and are pretty famliar
with wagering? It's ny sense that the Youbet site is a
little nore user friendly than the Xpress Bet site. But
is there any definitive studi es been done of consunmers
as far as what kind of fees they like or don't |ike?

MR. LUNIEWSKI: |'m sure that the other ADW
provi ders have done their group and market studies.
We're going to conduct another one in the sunmer and
what we're really trying to do there is figure out
custoners' behavior -- we're going to be doing a study
to figure out custonmer behavior so we can figure out fee
(unintelligible). And |I'msure the conpetition is doing
that and there's -- you know, there's different -- as we
all know, you know, soneone prefers, you know, a nobuse



click to go this way and sonmeone prefers the nouse click
to go this way and ny job is to nmake sure | can
accommodate the current racing fan and make it very user
friendly and then do things to attract the new fan to
the sport. So, yes, we are doing that.

CHAIRVMAN HARRIS: | think it's inportant to do
because maybe you're good to get, you know, find a
coupl e of your executives and find an account and see if
they can set one up with Youbet and Xpress Bet and see
who takes the I ongest. One of the issues is the
transfer of noney in which Roger and | have a probl em
with also, that sone of the -- like I think Youbet you
can set up a cash transfer right out of your checking
account that cost three dollars for, you know, even to
put a thousand dollars in. But does Xpress Bet have a
feature like that?

MR. LUNI EWBKI: Yeah. Yes. W call it
el ectronic funds transfer where you nove noney directly
from your checking account into your wagering account
and you can also do withdrawals out of your wagering
account back into your checking account.

CHAI RMAN HARRIS: |Is that publicized? Wuld a
patron on Xpress Bet know that?

MR. LUNIEWSKI: Yes. | can't remenber the
percentage but it's a very high percentage of use of
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space by Xpress Bet patrons to nove noney. It's
substanti al .

CHAI RMAN HARRI S: How much is your charge?

MR. LUNI EWSKI :  Free.

CHAI RMAN HARRIS: It's free?

MR. LUNIEWSKI: Yes. That's free for us.

CHAI RMAN HARRI' S: That's good. How about what
is your charge on credit cards?

MR. LUNI EWSKI: 3.9 percent of the noney that
was noved. There's no other surcharge. And that's very
publ i shed, too. Again, Chairman Harris, that's where
t he account wagering providers are conpeting with
feature functionality which is a very healthy price, you
know, quality of service, so on and so forth.

CHAI RMAN HARRI'S: | guess not really any one
provi der, but just any of these. One of ny feelings is
ADWisn't working as well as we were hoping it was, the
same reason all of us have problens, you get tapped out
and you don't recharge that account because you j ust
don't and it's not -- it's not like at the track where
you can just keep betting sone nore noney out of your
wal | et .

MR, LUNIEWBKI: Right. Well, you know, |
bel i eve when Conmi ssioner Licht was chairman he
suggested maybe as we nove into the fall it would be



healthy to get the ADW providers together and | ook at
what everyone has learned in two years and there's
velocity limts as to what people can deposit and meke
sure someone is not problemganbling and it's sonething
to make the whole quality service better for the patrons
that are using it.

VI CE- CHAI RMAN LI CHT: What are you doing for
spreading the TV signal ? Wen you first got the |license
peopl e have been coning up telling us we're this close
to making a deal with this cable provider --

MR. LUNI EWSKI:  Well, Roger, we |aunched --
Commi ssi oner Licht, we |aunched HRTV January, 2002.

didn't bring those nunbers, |I'mnot prepared. But |
know M. MAI pi ne was here in January, we had
1.8 mllion subscribers across the country on a variety

of cable networks and | cannot renenber the nunber of
California subscribers we had but it was in the hundreds
of thousands. So it's not like we're sitting back and
not investing.

| nean, you know, we've spent a |ot of nopney
on the capital in the studio in Santa Anita and now
we're trying to sell distribution and it's been a | ong
difficult road to get the distribution.

VI CE- CHAI RMAN LI CHT: And it's obvious no one
wants it nmore than you do, | don't think you' re not



trying to do it. But it's probably been the area of
bi ggest di sappointnent to ne as a conm ssioner and al so
to you with the |ack of success in distributing that
si gnal

MR, LUNIEWSKI: At this point we would Iike
nor e.

CHAI RMAN HARRIS: At this point | think you
have a good product that | watch. But the distribution

is areal problem |[|I'mnot really clear if that's a
nmoney problem that you' ve got to go to these cable
stations and say, "Look, we'll pay you X to get on," or
they just don't -- they're afraid of ganbling and racing

or there's sonme kind of a conpetition issue or what
exactly the problemis

MR. LUNIEWSKI: Chairman Harris, it's all of
those, that's why it's a very conplex issue. And
dependi ng upon what cabl e provider you talk to or, you
know, if you're talking about satellite distribution, it
beconmes a conbi nation of, you know, noney and
conpetition and, you know, within the industry, outside
the industry. [It's a whole platform

CHAI RMAN HARRI S:  You've acconplished it sone
pl aces, it seens like usually if people have successes
some pl aces they can duplicate those successes other
pl aces. Have you brought anyone new on in the | ast
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nonth or two?

MR. LUNI EWSKI: There's been -- you have to
remenber in the cable industry, especially in the
satellite industry, the last two years there's been a
| ot of upheaval, you know, (unintelligible) has got sone
troubl e, we have the Contast/AT&T nmerger, we have the
di rect purchases with General Mdtors going on. And
certainly at certain points in tinmes one of the things
is these folks are not focused. So that's part of the
factor.

To answer your question, we've already -- the
HRTV sal es team yes, in the last six nonths we' ve added
| believe one additional sal esperson

CHAI RMAN HARRI' S:  The current sales team are
these a bunch of people with briefcases flying around
the country calling on stations or are these people
doi ng ot her things or what?

MR, LUNIEWBKI: No, they're full-time people
that go around trying to sell regional cable sales and
Bill Bridget (phonetic) is working on all of the

nati onal sales and we've been able to, you know, | think
frankly, very successfully built a pretty decent network
inalittle over two years. We have 2 million people

wat chi ng our show t oday.
CHAIRMAN HARRIS: It's not really watching it.
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You're in 2 million honmes that if they turn it on to the
ri ght channel they watch it.

MR LUNI EWSKI : Sure, sure

CHAI RVAN HARRI S: That's a different thing
than watching it. There's 200 other channels they can
watch. | want to be clear, though, you've got these
people flying around calling on these cable conpany
presidents. Is it a problemthey can't get into the
door or once they get into the door they can't cone up
wi th enough nmoney? | don't understand where the sort of
bl ockage is of getting it sold or getting it to a cable
net wor k.

MR. LUNI EWSKI: Again, Chairman Harris, I'd
gi ve you the broad brush but nmy peer is the guy that's
much nmore in tune with the deal because he's the guy
that's working them But it's really a conbination of
those. If you go in there and they want too much noney
and you don't think you -- you know, it's going to be a
big | oser for you, you're not going to do it. There's
conpetition fromthe Tel evision Games Network, they want
two channels up. You know, Al del phi (phonetic) is a
great exanple, they're sinply distracted. They're in
bankruptcy right now, their founders are facing crimna
char ges.

You know, up until the Contast/AT&T nerger



happened, you know, it was very difficult to get those
people's attention and these things don't -- they're
conpl ex deal s.

And then there's the issue of, you know, the
wagering. Do some of these cable providers, you know,
want wagering? And each one is a different bucket, a
di fferent bucket and a different story.

CHAI RMAN HARRI'S: It's just frustrating that
there's kind of nothing happening and that's one of the
keys that we all thought we were going to see was much
better television coverage and we were hopeful that that
woul d happen and it really just hasn't happened.

MR, LUNI EWBKI :  You know, Magna has maybe not
got the distribution to neet the expectation but it has
in my opinion clearly invested heavily in the tel evision
wagering site. We're the new guys on the block with our
wagering. We launched that in January, 2002, our
meeting was July, 2002, we invested a |ot of noney in
those initiatives and we're continuing to do that.

We're not taking our foot off the gas.
CHAI RMAN HARRI S: The frustration is when you

get -- 1 don't watch that nuch television but there's
some pretty bizarre things on television that you think
woul d not be as interesting as racing. | saw the other

day people lifting cars and a kick boxing deal on this



norni ng, we were watching it. | just can't believe that
you've got a salesman that's selling the car lifting
concept and not selling the racing.

MR. LUNIEWSKI: And | think that we al so have
done sone trenmendous things for horse-racing. W nove
fans and television and (unintelligible) was a huge
success this year for us, that's two hours of prinme tine
programm ng that we bought. We think that the Magna
pick five wager has been a trenmendous success.

And as you roll into next year, this is no
secret, there's the success of the poker channel or
poker on the travel channel. That Magna picked five

where you can play pick five and under an hour is pretty
conpel ling, pretty fast noving. There's opportunities
as we nove forward for other television conmponents, too.
And we have done those. W have done those.

CHAI RMAN HARRI'S:  Well, we want to open this
up to all the different ADWproviders. Anything else
that any of the conmi ssioners have particularly relating
to Xpress Bet?

COW SSIONER MOSS: | just wanted to find out
i f you knew how nuch of your base that you said was
1.8 mllion actually bet or how nmuch is watching?

MR, LUNI EWSKI: We have that in ternms of, you
know, where the markets and where people are betting but
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I don't know that off the top of nmy head. 1'Il be happy
to get that to you.

CHAI RMAN HARRIS: Is there sonme nethod to link
a hone that has access to it to also having an Xpress
Bet account and can you say, okay, we've got Xpress Bet
accounts in X nunmber of homes that have access to HRTV?

MR, LUNIEWBKI: Yes. As an exanple -- you
can't link them but if you |ook at the Cl evel and
market, we've got distribution in the Clevel and market
and we have distribution in the (unintelligible) market.
And we can | ook and see how many accounts we have and
see what the wagering patterns are.

But to say -- you'd have to survey the
i ndividual, is that guy watching TV betting or is he on
the internet betting or is he sinply playing through his
phone? We can see what appliances he's betting through
and then nake sonme assunptions to get that direct |ink.
You know, ultimately the interactive television product
will be that direct Iink when that occurs. And the guys
wat chi ng and wagering through his TV.

VI CE- CHAI RMAN LI CHT: | think TVG can put some
light on that. They've had huge success with their Fox
shows as far as viewers. Trenendous ratings, sonetines
the highest rated sports show of that day. And yet
there's not a good conversion of those people watching
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to betting and | think that's a big frustration to TVG
so it would be interesting to see what they have to say
about that.

MR. LUNI EWBKI : Yeah, and that could get into
some of the conplexities of the sport.

CHAI RMAN HARRI S:  Any ot her issues?

COW SSI ONER MOSS: Just one ot her question
Are you able to say that you're going to give this a
certain amunt of tine until you actually get a TV
channel to work with Xpress Bet or are you just going to
keep on going in the sane way until sonething el se
happens or sonething? Can you put a tinme limt on this
in any way?

MR, LUNIEWSKI: Well, | personally -- this
board won't put a tinme limt on what we consider to get
big distribution. But I'll be happy to spend as much

time as it needs to show the effort going into it. And
| can tell you | see no indication fromthe Magna
Entertai nment, fromthe chairman on down, that we're
sl owi ng down on television distribution. | think that
we recogni ze that that's key to, you know, the
tel evision division of Magna and growi ng the sport of
this gane.

CHAI RMAN HARRI'S:  Any ot her conm ssioners like
to make coments on Xpress Bet? | guess we'll go on



with some of the other ADW providers. Are sonme of those
her e?

MR, ALLEVATO. Tony All evato, Executive
Producer, Vice President of TVG | have to disagree
with Chairman Licht on a couple of things. | don't
think the quality we have on television isn't com ng out
of Bosnia, we have pretty good signals. And you have
made a coment of our ratings on Fox. W don't
subscribe to the Nielson ratings because we're only in
12 million hones which isn't enough to get Nielson
rati ngs which is to neasure the nunber of people that
are watching a particular TV show. But we do get
ratings fromour Fox shows. And our Fox ratings are
very high. A lot of tines it will be the highest rated
show in the L.A area for a given day as Conm ssi oner
Licht mentioned. But a |lot of those people don't bet.

We know this, if a show does a one rating in
Los Angeles that we're showi ng from Hol | ywood Park or
Del Mar that neans there's approxi mtely a hundred
t housand peopl e that are watching TVG on Fox that day
for that show. W know that only about 5,000 of them
are betting through TVG W look at that as a positive,
not a negative. That tells us there's a huge growh
potential there, an upside.

So there's a |l ot of people who are watching



TVG who are interested in horse-racing who maybe are

| apsed fans or who are just sports fans who watch Fox
and end up wat ching our program And our goal is to get
those people to end up betting on the horse races or
going to the track. And if you watch our program a |ot
of it is educational and a lot of it is entertai nnent
based to create fans and that's one of the goals of TVG
and | think that's one of the goals of ADWwhen it was
first |aunched.

VI CE- CHAI RMAN LI CHT: | think you've been very
successful with that. And also the fact that you have
nore people wagering -- nore California people wagering
on what | call third class racing at this tine that are
wagering on Xpress Bet, nore noney. It's anmmzing that |
guess it's nostly, what, Aqueduct and Los Al am tos.

MR, ALLEVATO  Aqueduct, Los Al am tos, we show
fairgrounds in --

VI CE- CHAI RVAN LI CHT: No, what are the
California people betting on?

MR. ALLEVATO  Aqueduct and Los Al amitos.

CHAI RMAN HARRI S: Are you showing growh in
that eveni ng product from Los Al am tos?

MR, ALLEVATO  Yes. | believe we're up about
30 percent at Los Alamitos. W do believe it's the
power of television. The people are famliar with TVG



they're used to watching it. There's a loyalty there,
t hey |ike our announcers and the way we deliver our
product and that's one of the reasons why we have the
nunbers that we have.

VI CE- CHAI RVAN LI CHT: People will bet what you
show | think, right? So the product controls the gam ng
to a |l arge degree.

MR. ALLEVATOG Definitely. But betters are
al so very -- horse-racing is definitely a regional sport
and people like to bet product that they're famliar
wi t h.

CHAI RMAN HARRI S:  You' ve nmade a | arge
penetration with the Dish Network obviously. But on
your cable itself, what are you doing there? Are you
getting into nore cabl e networks.

MR, ALLEVATO  Yes. We just announced a dea
| believe it was last month with Conctast and it's going
to put us in another up to 7 mllion hones by the end of
the year. And we're going to be launching in sone areas
of Los Angel es before the derby. So we are conti nuing
to grow and we are still knocking on doors and getting
nore distribution which is one of our priorities.

CHAI RMAN HARRI S:  What sort of barriers have
you found in the art of entry? |s there concern about
ganbling or just a matter of this, nore noney than they



want to pay? Wat kind of blockages do you have when
you go to a cable provider?

MR, ALLEVATO. | don't deal directly with
distribution. But it's exactly what you're talking
about. There are always going to be several different
obstacles that you have to overcone. That's the
educational process of explaining to people the ganbling
side of our business and how it works and there are
di fferent things that you have to deal with. |It's a |ot
harder to get on a cable network, a cable group, than it
sounds. We've been fairly successful with it.

We do al so have the power of TV Gui de behind
us working with us to get that distribution and that

hel ps us. | think that the fact that we've done so wel
on Fox al so bodes well for us. I1t's sonething that we
can show people. | know | had a real interesting

neeting this week with sonmeone fromthe producer of the
show California Sports Reporter which is on Fox, it's
basically like their sports center type show. And they
actually have come to us and asked us to nove our Friday
ni ght Hol | ywood Park show from7:00 to 9:00 p.m to 8:00
to 10:00 p.m so we would be butted up right against
their show because we get so nuch higher ratings than
they do which they will actually get a lead in to their
prograns because they woul d get higher ratings. That's



ki nd of unheard of in horse-racing that soneone, you
know, who wants to draw from horse-racing. So we're
pretty proud of that.

CHAI RMAN HARRI S:  Any nore questions, Tony,
fromany of the conm ssioners?

COWM SSIONER BIANCO:  |'m a senior citizen,
retired and knowi ng Magna's busi ness plan or what |
think I know about it, my question is now they're trying
to get in what |'ve been reading partnerships with the
New York racing, right. Wen they get nore captive
racetracks, all right, and you don't have the product to
show, I'mnot saying you're third rate, but to ne, I'IlI
be very honest with you, | think you m ght be | eading
the group right now but | think it could turn around
pretty rapidly if they land a couple of nore of these
partnershi ps, whether they go in and actually buy into
the tracks thensel ves.

MR. ALLEVATO Again | go back to we believe
t he power of television is very strong. And if that
were the case, our nunbers would be down this first
quarter of the year. 1In actuality, it's the opposite.
Qur nunbers are way up and their nunbers are down. So
obviously we want that to happen but right now that
hasn't been the case.

VI CE- CHAI RMAN LI CHT: | think one of the



things we've really learned that's been a big surprise
to me is that product is not really driving the ADW
whet her for any of the three providers that, in other

words, people will bet what's available to themif
they're happy with the access and the website and so
forth. W' Il hear from Youbet, too, about the |oss of

Qul f Stream signal, what they feel that's neant to them
Gul f Stream bei ng obvi ously one of the premiere signals
avail able right now and how that's affected themwith
California players and stuff.

MR, ALLEVATG | think that's true to sone
extent. |If you showit, people will bet it. But people
will bet nore on better racing and on better races that

we show. We have a big race and we pronpte it and we
put a lot into our production. There's a spike to
handl e.

VI CE- CHAI RMAN LI CHT: | think the story you
told nme about Christmas Eve day when there was nothing
runni ng, that would be interesting to talk about how
tel evision drives the wager

MR. ALLEVATG W had Christmas Eve, | don't
even renenber the track that was running. W had one
signal that was conming in. It was trenendous because
people were sitting at home and there was nothing to do
and they were betting it.



CHAI RMAN HARRI' S:  Any ot her questions for TVG?
If not, we'll nove on to Youbet if they're here and then
we'll take any comments fromthe audi ence.

MR, TRUE: Thank you. Jeff True (phonetic),
General Manager of the western region for Youbet.com
Just a couple of coments relative to the channel play,
you' ve tal ked about switching accounts and what have
you. And directly to Roger tal king about television
We feel the people are staying with the platformthey're
confortable with and what they I|ike.

VWhen Magna decided to hold the Magna content
the TOC stepped in and said, no, you' re -- Youbet is
going to get the California content. We were a little
bit skeptical about what m ght happen. But the facts
are now 60, you know, al nbst 90 days into that
experinment, our handle is up, our acquisitions are up
we found that people stayed with us and just noved their
handl e to the other racetracks. That's alnobst a
qual i fied statement because, yes, we do have Santa Anita
and in California people love to bet Santa Anita, field
size notwithstanding, it's a very good product and we
find that people have just left Gulf Stream

We operate in 39 states throughout the U S. so
we have the breadth of know edge fromall of those
states and how bettors behave in the face of | ost



content or not. And the people we found in 2003 that
were wagering on Gulf Stream we now have been able to
put theminto other racetracks, other content that was

suitable. | nean, for exanple, Tanpa Bay Downs, not
maybe a prem ere track but certainly a worthwhile
product, our handle is up substantially, | mean, by, you

know, big nunbers on Tanpa Bay. So did we transfer al
of our Gulf Stream players to Tanpa Bay? Certainly not
all of them but certainly a good number of them

We're able to lure, if you will, or incent
people with pronotions, contests, activities, events,
advertising two tracks that are, A, either nore
profitable for us or, B, fit their wagering profile.

VI CE- CHAI RVAN LI CHT: Do you know what your
bi ggest players of Gulf Stream | ast year were, what
happened to thenf

MR, TRUE: Specifically the people that were
betting Gulf Streanf

VI CE- CHAI RMAN LI CHT:  Yeah

MR. TRUE: | can't say that | know exactly
where they' ve gone but we know that there was a handl e.
| nmean, we know what our handle figure was for Gulf
Stream we know what our handle figure was in Florida,
and now in the absence of those other pieces of content,
we know what our handle is now and we nmoved a | ot of



00033

those people to Tanpa Bay and to Aqueduct and to other
eastern racetracks.

CHAI RMAN HARRI'S: Did you have Santa Anita in
2003 on Youbet ?

MR. TRUE: Yes, sir.

CHAI RMAN HARRI S:  So the numbers are
conpar abl e because you're up

MR. TRUE: For California the nunbers are
pretty conparabl e.

CHAI RMAN HARRI S:  Any ot her questions for
Youbet from the conm ssioners?

MR TRUE: One of the other comments | m ght
make, Chairman, here is there's been several comments
about finding new custoners and there's a bit of
information I'd like to share with you. Qur acquisition
strategy is alnost primarily online. W go after people
that are already online either day trading, doing other
sorts of activities that we think are close to what ADW
betting m ght be. Over 40 percent of our acquisitions
just in this year have been in the age group of 21 to
39. | thought that was a pretty interesting statistic
to talk about in terns of, you know, who are we getting
into this business? Are we generating new fans? And
that's al ways one of our buzz words, new fans. And we
think this indication that our age group -- that
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40 percent of our age group of new acquisitions is 21 to
39, it neans that we're reaching out and we're finding
some of those new custoners.

CHAI RVAN HARRI S:  How do you know that they're
21 to 39?

MR, TRUE: Because we ask themtheir age.

CHAI RMAN HARRI'S:  No one tells the truth on

t hat .

MR. TRUE: They do when they sign up with
Youbet .

CHAl RMAN HARRI'S: | guess you've got to
because you' ve got to be over 18 to bet, | guess, so

they have to wite their birthdate down.

MR, TRUE: CQur account signh up process gives
us that information and, you know, we have to check it
out so we know who they are and that they're able to bet
and those kinds of things.

CHAI RMAN HARRI S:  When you get quite a few of
those fromclick throughs fromother sites? O how do
you - -

MR, TRUE: Sure.

CHAI RVAN HARRI' S: Li ke your average profile of
a new account at this point where, you know, people are
pretty aware of it? Were would you say your biggest
access of new accounts was com ng fronf



MR. TRUE: Currently daily racing formonline
site. | mean, we're going to that forum and we're doing
sone advertising and doi ng sone pronotions with them and
we're getting a |l ot of our sign ups through DRA. But
al so, you know, there's a dozen other places that we're
advertising and doi ng sone of those simlar types of
things and getting some of those younger custonmers from
t hose pl aces.

Also we're starting to advertise in the
Fi nanci al Tinmes, you know, going into the financia
arena trying to attract sone of those day traders that
we think are the type of online wagers that we want.

Qur product differentiation, Roger gave us a conplinent
and said we're probably the best. | think it's clear

we' re the nunmber one ADWin the U S. and it's al

online. So our features and functionality has to be
sonmething the players like. W think we have a hi gher
per capita wager. W think we have the better

custoners. Qur customers wager nore, frankly. And you
can't do that by having weak functionality and what have
you.

Qur constant revision of that website, the
constant addition of new features that appeal to a
pl ayer, the ease of information, the ease of wagering,
et cetera, the breadth of the content certainly is a



driver. But when you start tal king about specific
racetracks, like a Gulf Streamor a Laurel being dropped
fromyour site, you're not going to | ose that many
peopl e because we have good product to offer

COW SSI ONER MORETTI: The nunbers that you're
tal ki ng about, the younger fol ks that are comng in and
wagering, can we infer fromthat all that those we're
gai ni ng new horse-racing fans or are we strictly talking
about people who are ganblers and it doesn't really
matter in the end what the product is that they're
ganbling on, that's just what they want to do?

MR TRUE: Are we just pulling players from
ot her places?

COW SSI ONER MORETTI:  Yeah. Are we gaining
any new people going to the tracks through that
experience?

MR, TRUE: What | can tell you is that our
vi ew of the younger denographic in our acquisition
profile by age is that we're bringing sone people into
the gane that were not there previously. Secondly, sone
of those people that we're bringing in are com ng from
ot her ganbling | ocations but they're doing nore with
Youbet than they would be doing otherwise. | think
that's a key part of this conversation.

I nean, | ran a racetrack, I'mas big a fan of



TVG as anybody in the room But when you start talking
about the ease and the availability of the product and
the content, you're going to see a player that, for

i nstance, bets a hundred dollars a week at a racetrack
in two or three nonths he's going to be betting two to
$300 a week through Youbet.

So, yes, we are gaining sone new customers but
we're also getting nore out of the custoner that cane
from anot her | ocation because of the ease and
functionality of the site. And that is what technol ogy
brings us. It's all about -- | preached it forever,
it's all about distribution. Whether it's television or
online. And you can't get any nore distribution than
online. So it's that functionality of Youbet that
avails the custonmer to that increased term

CHAI RMAN HARRI'S:  Any ot her questions of Jeff?
Any of the commr ssioners? W'd like to open it up for
any coments the audi ence nay have on the overal
subj ect of the ADWor the various providers. W get a
ot of e-mails and a | ot of conversation wal ki ng around
on this so there nust be sonebody to have sonething to
say.

MR. LICCARDO | won't be bashful, I'Il be the
first one. Good nmorning, sir. Good norning,
conmi ssioners. | know what you were prom sed -- Ron



Li ccardo, Pari-Mituel Enployees. | know what you were
prom sed from ADWand | know what | was promni sed from
ADW and that was jobs. Right now | have one job with
TVG through the racetrack itself, not through TVG They
work for either the Hollywod Park or Del Mar and they
take TVG s account noney and TVGis hilled by the
racetrack. Xpress Bet has six enployees | believe,
maybe seven, |'mnot sure, and their future, | wouldn't
tell themto take a 30 day | ease on a car.

Youbet.com prom sed us a wi de variety of jobs,
one of them being tel ephone wagering. W went back to
our local, we went back to New York and | ooked at
t el ephone wagering, 200 people working sonme 16 hours a
day seven days a week, about 200 people in that process
doing a mllion phone calls a nonth.

Youbet prom sed us that whenever they could
make nore noney, they would start phone wagering in
California. They tell you they're the biggest, they
handl e nore nmoney, they've got 39 states, they have a
ot of things. W don't have a job.

So as far as the jobs this industry brought,
ADW has brought no jobs at all. And a |ot was prom sed
in GO commttee neetings. There was the GO committee
nmeeti ng between the assenbly and the senate and | had
spoken up and | was asked why are you backi ng ADW and |
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said we were told we woul d get jobs out and we haven't

got a thing.

VI CE- CHAI RMAN LI CHT: How | ong are your jobs
protected under the bill on track?

MR. LI CCARDO: The ADWcan't be reduced unti
July, 2005.

CHAI RMAN HARRI' S:  You did get sone assurance
that you had jobs stability on sone |level of jobs. As |
understood it, you got something under the bill.

MR. LICCARDO Wth the track itself we
mai ntain the sane standard before ADWuntil July, 2005,
which that all sunsets. Now, if this was July, 2005,
right now, I would estinmate that -- right now we have 80
peopl e working at Santa Anita, if this was 2005 -- or
2006, Santa Anita | would say | think we would have like
65 working or 60 working. And | think over at Hol | ywood
Park we woul d have five or ten | ess working over there.
And we have only 25 working at Colden Gate Fields so we
woul d probably have seven to eight | ess at Golden Gate
Fi el ds.

ADW has brought nobody on track. | don't care
what survey you take, and people say they're not sure
about cannibilization. People can see the
cannibilization. | hear fromny clerks about the whales
on their back. Now, nmaybe you don't to see it in the



nunbers but when the big bettors don't come back and
they go bet online, that hurts a |lot nore than pure
attendance. Pure attendance is what hurts ne. | don't
get any enployees to go to work. The mnute ADWis over
with, we lose a | ot of enployees.

CHAI RMAN HARRI' S:  As of now, has anyone as of
right now actually lost a job on track?

MR. LI CCARDC: No. Because the agreenment from
ADWis through July, 2005. And they have upheld their
agreenent 110 percent. Because sonetinmes we have nore
peopl e wor ki ng because big days do that. But the minute
we have -- ADWis over with and if we didn't settle our
own health and wel fare problens ourselves internally, we
woul d have had to go open a contract first and that
woul d have been one of the things they would have went
for because that's the biggest, juiciest things to get
our nmoney for health and wel fare would be to go to ADW
and |'msure that's what woul d have happened. Thank
you.

CHAI RMAN HARRI S:  Thank you.

MR, ALEVATG  Tony Allevato, TVG again. Just
for the record, our TVG studios are based in Los Angeles
and just noved into another studio with approxi mately
anot her 50 people. W have al nbst 150 peopl e working
for TVGin California, the jobs were all created for the



TVG net wor k.

MR. LI CCARDO: Ron Liccardo once again. Wen
we did ADW we were told that the jobs -- there were
going to be jobs created on the racetrack for racetrack
enpl oyees, not for sonebody else. | think the
California horse-racing board, | don't feel that their
job is to find jobs for other people outside the
i ndustry. | think their focus is on what's best for
everybody in the industry. And when they were trying to
get -- when they got ADW it was to make the industry
better, not to nake sonebody el se better. So | assuned
that the jobs would be better also for within the
i ndustry.

CHAI RMAN HARRI'S:  As | understand it, our job
is to make it better for everyone but not strictly
everyone being wholly organized | abor. W want to watch
organi zed | abor, too, but there have been a | ot of jobs
t hat have been nmintai ned throughout the industry that,
absent ADW m ght not have.

MR. LICCARDG: | believe when they cone to
organi zed | abor for their support and to speak for them
in Sacramento and everywhere they owe sonething to
organi zed | abor on the racetrack. W work for you in
that aspect but we don't get paid.

CHAI RMAN HARRI' S:  Thank you.



MR. TRUE: Jeff True, Youbet.com | don't
want to go through and rehash that whol e |abor issue --

CHAI RMAN HARRI'S: This itemwas not really to
rehash | abor organizations, it's nmore just to talk
about, you know, ADW how it's working or not working.

MR. TRUE: | did want to address the conment
that he nmade about promising thema call center. W
have net with |abor and tal ked about the issues
surroundi ng the call center, the costs associated with a
call center. W actually had a bill in Sacranento that
addressed the cost issues and the incone issues relative
to ADW and having that call center in California. W
cannot operate the call center under the laws, it
doesn't make any sense for anybody.

We had floated the idea of the three ADW in
California joining together and creating a call center
that we could all three partner in that would enpl oy
nmutual clerks. W have not cone to fruition with any
sort of plan but that's kind of an idea out there right
now. We are looking at it. W are trying to address
it. But internms of pronmsing thema call center,

mean, he's famliar with the legislation as well, the
legislation failed. So it's not an issue that we've
ignored. It's an issue that --

CHAI RMAN HARRI S: Let's nove it along here



because we've got quite a few other issues to discuss.
Anyt hing el se on ADWitself? If not, we'll nove on to
item No. 5 which is the report from Xpress Bet and TOC
on the advance deposit wagering issue that they
currently have a di spute on. Anyone want to conment on
this?

MR. COUTG  Chairman Harris, Drew Couto,
that's C-o-u-t-o0. As | think everyone knows, there has
been an i ssue of dispute between Xpress Bet and
Thor oughbred Owners of California relating to sone
rebating practices that we | earned of secondhand that
was not part of our understanding of the activities
bei ng conducted by Xpress Bet.

We've had several neetings with principals
from Xpress Bet and MEC to discuss the issues and
di scl ose information regardi ng handl e practices. W
have al so di scussed wagering trends w t hout obviously
exposi ng any confidentiality with bettors or certain
terms of the contracts. W are continuing to have those
di scussions and hopefully noving toward an under st andi ng
for the future and sone conpensation for the past
activities. W' d rather not discuss each of those
issues in this forumsince they are sensitive and since
they are subject of ongoing di scussions between Xpress
Bet and TOC. But that matter was a serious one as far



as we were concerned.

Xpress Bet understands the seriousness of the
conduct and of the failure to disclose these facts and
think we have a good understanding for going forward. |
defer to M. -- to Ron if there's any issues on
(unintelligible), if there's any issues that | haven't
addressed but | think, again, we're having a very candid
di al ogue and we're trying to nove forward.

CHAI RMAN HARRI'S:  We can probably npove on but
| think the inportant part is that if there's any
contract between the horsemen and the ADW provider that
that be, you know, a valid contract because there are so
many different affects of any rebates or any kind of
action that can conme fromthat.

MR. COUTG We do consider that a materia
provi sion of the agreenment and that's why we've taken it
so seriously.

CHAI RMAN HARRI'S:  Anything else on this issue?
We're going to nove on to issue No. 6 which is a
di scussion on the current rule on rebates. M. Reagan

MR. REAGAN: Conmi ssioners, the basic
background on this issue has to do with the CHRB rul e
1950. 1, rebates on wagers. This rule was created in
1996 when California industry fol ks were concerned about
the rebating and other situations used in Nevada.



Nevada was al so concerned about that and it
did sonme | egislation on their end and we ended up with
the Rule 1950.1. The thrust of the rule is that the
racetracks and sinul cast organi zati ons shall nake sure
that there's a prohibition in the contracts that they
make with their custoners regarding rebates. And in the
package we gave you numerous exanples of certain pages
fromthose contracts highlighting the wording that they
used to prohibit the rebates and what not.

And based on that situation that we have
nmonitored since this rule went into effect, that's how
we nonitored and that's what we are currently doing.

And if you have any questions or comments, |'d like to
know.

VI CE- CHAI RMAN LICHT: So it's our duty to nake
sure that that provision is in every contract and that
we are in conpliance with that?

MR. REAGAN: Yes, sir, that's how we interpret
the rule and that's how we' ve been applying the rule.
VWil e working with the sinulcast organizers, that the
contracts that they use and the contracts that we review
every so often do have that provision and of course is
signed by both parties, the California group as well as
the out of state organization that participates through
the racing by using that contract.



VI CE- CHAI RVMAN LI CHT: And | think that even if
we were inclined to change the rule, at this point, our
hands are tied by Governor Schwarzenegger's rul e agai nst
changi ng rul es.

MR, REAGAN: Ch, | see what you nean. |If we
were to address the rule? Yes, there is a noratorium
ri ght now on addressing any rul es.

CHAI RMAN HARRI'S: | think there is a process
where we can conceivably waive a rule, though. But on
these contracts, | think going forward, and not just on

this issue but other issues, we need to have these
signed by soneone that's an officer of the whatever
entity is signing it. | don't know if the sinulcast
coordi nator woul d necessarily be a signatory that would
hol d up.

EXECUTI VE DI RECTOR WOOD: Can you expl ai n what
(unintelligible).

MR. REAGAN:. Each race neet (unintelligible)
each race neet, we're tal king dozens and dozens,
literally hundreds of contracts that they have with al
the various different |ocations as well as some of the
subsidiary locations. So we do have quite a process
where we coordinate -- | have a person that's pretty
much half tinme in Sacranento spending half of his tine
all the time working with sinulcast coordinators,



receiving their faxes and e-mails and actually filing
and doubl e checking all of those lists. W have

soneti nes several pages of just single space of all the
| ocations that they're working with out of state. So
it's quite a process we go through

CHAI RMAN HARRI S:  You got the process, |
think, but it seens |ike once that process is done it's
sort of a don't ask, don't tell sort of a process which
usual |y doesn't work. But we don't really have any
nmonar chy of who is getting rebates and who is not and we
don't have any enforcenment type of a way to really | ook
at them once it happens.

MR, REAGAN. Mself, the staff here, we work
in California, a lot of times we're pretty nmuch in
Sacramento. So it would be difficult to determ ne
what's actually happeni ng i n Pennsyl vani a or even
of f shore.

VI CE- CHAI RMAN LI CHT: | think that |ooking at
the whole rebating issue is something that's inportant.
A lot of things we've |earned over the |ast few nonths
is that rebating is here to stay and that the industry
needs these players. For one, just what we heard from
these ADW providers today that despite what | thought in
the past and what nopst people thought | think is that
wagering is not so nuch content driven and that through



various nechanisns |ike Youbet, nmaybe the quality of
their site, and TVG the quality of their television and
access to their television, have driven players away
fromother tracks and towards other tracks and Youbet
with certain pronotions have got people playing harness
racing who weren't playing it before. And when you

thi nk about that, what's controlled by these rebate

pl aces, that we need their handle and I'mafraid to | ose
it personally. And I think that they provide a service
to the industry that we need.

And if you | ook at what happened the first --

I don't renenber, naybe four weeks of the Santa Anita
neet when the rate was significantly raised to the
rebate facilities, the handl e dropped dramatically from
those places and the handl e was down trenendously at the
end of the Santa Anita neet fromthe offshore pl aces
nmeaning to ne that big players were driven to play

pl aces other than California. W can't afford to | ose
these players. W need this handle.

CHAI RMAN HARRI S: To offer some bit of a
rebuttal to Roger, though, | think there is a big debate
in the industry on are rebates good or bad? And | think
there's good argunents on both sides. | think I'ma
little concerned that rebate is -- rebating is sort of a
narcotic that maybe makes you feel good that day but can
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lead you to a life of destruction. And my concern is
just that it creates another playing field for a player
in California that he's really not paying the same price
for a product and a player in some rebate locality m ght
be doing it. And maybe it's, you know, a fact of life,
that just has to happen to make the ganme work. But |
think there is going to be a lot to pay. And this is
probably the nost troubling issue that's faced racing
that | can renmenber.

VI CE- CHAI RMAN LI CHT: But Magna proved,
thi nk, that players will nove el sewhere. That despite
Santa Anita being in nost people's viewthe preniere
product avail able right now that these rebate players
were playing el sewhere when the rate was too high.

CHAI RMAN HARRIS: | don't know if that was a
bul | et proof experinment. It mght have or night not
have. | don't think that's been peer revi ewed or

anything. Let's see, stick around.
SPEAKER: (Unintelligible) of California.

Conmi ssi oner Licht, | challenge a | ot of assunptions and
assertions you' ve just made about the inpact of rebating
on this sport being beneficial. | think as Chairmn

Harris just stated, there's a great debate about whether
this is fair, fundanmentally fair, to the nature of
Pari-Mituel racing industry. | challenge also your



assunptions and concl usi ons about the inpact of the

i npasse at the begi nning of the Santa Anita neet,

whet her that was a reflection of price or whether that
was a concerted action not to deal. It's sonething that
in the normal course woul d be considered an antitrust

vi ol ati on.

I think if you delve into this, this was a
qui et conspiracy of players to avoid betting on a signa
because of price. Were we've conme in this industry, we
now have rebaters out there that use the current
econonm ¢ nodel in a way that w thholds | arge conponents
of handle to the detrinment of the producers, to the
tracks, to horsenmen who pay the mpjority of what it
takes to put this industry on to enploy the people that
we enpl oy, whether it be union | abor, skilled, unskilled
labor. This is a very dangerous path we are goi ng down.
And to nmeke those assertions and concl usi ons based on
representations fromrebaters or fromothers | think is
ill-advised for this industry.

The NTRA recently put together a conmittee
consi sting of racetracks and horsenmen from around the
country to take a solid ook at this, as we said, to
separate fact fromfiction, to separate
m srepresentation and msinformati on and to hopefully
| ook at the actual inpact on rebaters in our market.



Yes, rebating benefits some folks but it also allows
peopl e who aren't players, who aren't handi cappers, who
are sinply machine players and (unintelligible) to nove
noney fromtraditional players into and out of the
system

They don't know what a bay is, they couldn't
tell you what a roan is, they don't care about
horse-racing. They're there sinply to cal cul ate where
t hey can nake noney.

I woul d suggest to you that that's not in the
best interests. But the problemis we don't have enough
informati on at the nonent to know exactly what is fact,
what is fiction and what is the proper pricing nodel.

But we will get there. This economc nodel is going to
have to change and | think it's going to change, not
just in California, but internationally.

So | disagree with you probably nore -- with
nore energy and enthusiasmthan | should but | don't
believe it's fair to nmake those concl usions right now

VI CE- CHAI RMAN LICHT: First of all, | resent
the fact that 1've nmade these representations based upon
not delving into the situation and only listening to
representations fromrebaters. | don't know what you
base that on but it's totally unfounded and | personally
take offense to it.



SPEAKER: | apol ogi ze to you for that.

VI CE- CHAI RMAN LI CHT: Second of all, it's not
the rebaters who are making the wagers, it's the
wagerers who are naking the wagers. So it's not like
sonebody is saying don't bet Santa Anita, it's because

sonmebody is getting a better rate to bet on, | don't
know what -- track X, so they're playing there.
Rebaters don't say you can't bet Santa Anita.

SPEAKER: | woul d disagree with you on that.

CHAI RMAN HARRIS: If they didn't get the -- |
t hi nk one inportant point though is now and goi ng
forward it is clear that the horseman do approve
effectively of what has gone on or is going on or have
the ability to effectively stop it. So |I think even
t hough obviously there's a | ot of controversy, good or
bad or what, but regardless | think at sonme point we
have to get everybody on the sanme page and/or at |east
agree where we are.

SPEAKER: Las Vegas showed that unilatera
action only works to our detrinent and that we're not
tal ki ng about a coordi nated boycott or anything that
woul d violate antitrust |aws but we're tal king about an
exchange of information so that every bettor understands
the inpact -- economc inpact of rebates. Because right
now we are confident that it's a m sunderstood aspect of
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the business that is not again in the best interest of
our industry.

VI CE- CHAI RVAN LI CHT: When you say "we," are
you speaki ng about the TOC board havi ng nade t hat
deci sion or are you speaking for yoursel f?

SPEAKER: |'m speaking for the TOC and for the
group that just net in New York, | think there was a
consensus that we're | ooking at a nodel that |ong-term
probably doesn't work well for the industry.

VI CE- CHAI RMAN LI CHT: And the TOC board has
made that determ nation for the TOC?

SPEAKER: No. Where the TOC board is is
they' ve asked us to undertake the study to assess what
the i nmpact of rebating and what the econonmi c nodel is.
And | think if you were to talk to each of the board
menbers, they are concerned that the current econonic
nodel is not in the best interest of the industry. Have
we come to an official position and issued a press
release? 1'd say no. But if you talked to the board
menbers, | think there is consensus and | do talk to
themon a regular basis and with our chairman there is a
consensus that the econonic nodel is flawed.

CHAI RMAN HARRI' S: But you do have that
ability, it's not just issued a press release, you have
the ability to basically not allowit if you want.



SPEAKER: Correct. W do. And so do our
partners at the racetrack. And what we have tried to do

and, you know, | can conplinment the rebaters with whom
we've net, we've tried to have open discussions about
the way -- the nechanics of the business to get a better

understandi ng. But, again, we |learned in the Nevada
experience that to cut themoff unilaterally cones to a
great cost to the California racing industry.

CHAI RMAN HARRI S: That's going to be the --
this is a worthy debate. There's good argunents on both

sides. It's -- at sonme point we'll have to conme to a
conclusion. M. Chillingworth.

MR, CHI LLI NGWORTH:  Sherwood Chil I'i ngwort h.
I"'mnerely reporting here, |I'mnot expressing an

opinion. At the TRA neeting at Fort Meyers about two
weeks ago there's two significant itens on the agenda.
One was the drug enhanci ng performance and how we
control that. The second was rebating. And they spent,
I would say, at least a third of that whole neeting

di scussing that and they brought in two rebaters
debating two anti-rebaters.

And ny sense of what occurred there was the
al nost unani mous feeling of the TRA track nmenbers that
we had to stop rebating. And one specific exanple that
was brought out and | thought showed sonething that's



pragmati c and not guessing at sonething. A Tanpa Bay
shut off the rebaters in January, early January, because

their handl e dropped by 40 percent. It gradually came
back to the level in February and by March they were up
18 percent.

So | think by cutting off the rebaters this
denpnstrates to ne, at least in one factual situation,
that you do show a tenporary dip in handling but it does
cone back. And this is the one exanple that |I've known
where soneone has actually done it.

CHAI RMAN HARRI S:  One issue that maybe you can
comrent on, Chili, is one of ny concerns, | don't think
the average fan really realizes this rebating issue is
there. And is there concern anpongst the racetracks that
as nore people know about it that they would be |ess
likely to wager, | nean, on a race here because they're
not really in the rebate category? |Is that misstated at
all?

MR. CHI LLI NGWORTH:  Yeah

CHAI RMAN HARRIS: | think the answer to that
is that one of the concerns |I always have is that if the
bettor here at the track, for exanple, realizes that
he's getting -- because he isn't getting the rebate, the
TRA has determ ned that there's an approximate 2 percent
i ncrease in takeout for the people that are betting here



00056

because they're absorbing the nonies that are going out
to the Carribbean and not com ng back in again

And | think if this becane w despread
know edge, you'd either have to start rebating yourself
or make sure you got off the rebaters.

VI CE- CHAI RMAN LI CHT: O |ower the takeout.

MR. CHI LLI NGWORTH: O | ower the takeout. And
as you know, that's a difficult thing to do in
California when you' re anpongst the | owest takeout states
in the union. | think this is an issue that's going to
have to be resolved here in the next four or five nonths
as you have very strong opinions on both sides. You've
either got to neet the conpetition or do sonething about
elimnating it.

VI CE- CHAI RMAN LI CHT: | agree with that.

CHAI RMAN HARRI S:  Any ot her conmments?

MR. VAN DE KAMP: John van de Kanp (phonetic),

TOC. 1'd just like to go back to where we started this
di scussion and it related to the rule which requires the
contracts to have this language. | think it needs to be

just clear to everyone today that this is a little bit

of the enperor who has no clothes situation because

i ndeed rebating has gone on, A, the board knows that.
You' ve had neetings | believe what --

M. Licht, it was at Del Mar a couple of years ago with



a nunber of the groups that cane in. | think the board
by fiat, if not rule, has said that rebaters should not
take bets from California residents. | think that was a

condition that the board inposed at |east orally at one
of the neetings.

In the neantinme, | guess the point No. 2 is
that there's a trenendous debate about rebating that |
think M. Couto explained that is now subject to
nati onal discussion as it should be. There are three
maj or rebaters that signals have been going to, RGS,
ONCA, Hol i day Beach. Those are in contracts that are
before the board and everyone knows that.

In terns of inportance, we spent a lot of tine
this norning on ADW providers and their discussion it
seens to ne. At the sane tinme, if you | ook at the
nunbers, the rebaters are taking, what, 11, 12 percent
of the handle conpared to the 7 or 8 percent that is now
bei ng handl ed by ADW provi ders.

Qbvi ously they assumed a nmuch nore inportant
part of the industry, they nove faster than any other
part of the industry. You' ve already dealt with issues
at | east discussed themw th respect to the bets coning
in at the last mnute, right up to, you know, the start
of the race. Mdst of those bets, those big bets,
changi ng the odds are fromrebaters.



So we have, | think, food for |ots of
di scussion in the nmonths ahead. But | think, you know,
we just got to nake it clear, you should know what's
goi ng on, you have the rule on the books, that the board
has basically waived, and | think that just needs to be
clear. | think the board needs to continue to discuss
this issue in the nonths ahead.

VI CE- CHAI RMAN LI CHT: M. van de Kanp, doesn't
the rules say that the contract should have a provision
init that there not be rebates?

MR. VAN DE KAMP: Yes.

VI CE- CHAI RMAN LI CHT: So the board has not
wai ved that. We've insisted that every contract has
that. | believe it's the TOC that has allowed --
negoti ated these deals with the tracks with these
of fshore places that has knowi ngly all owed rebates.

MR. VAN DE KAMP: W don't negotiate the deals
with the rebaters.

VI CE- CHAI RMAN LI CHT:  You approve thenf?

MR. VAN DE KAMP: We do approve them And the
board knows that. All I"msaying is that the purpose of
this rule originally was to stop rebating. The board
has known for some tinme now as we have that there's
rebating that is going on and the | anguage of the rule
really tal ks about the contract. But what |'msaying to



you is that we've known for some tine that the rebating
has gone on despite that |anguage. You' ve seen the
| anguage in the contracts, it's in the agenda package.
But | just think everyone needs to know what's going on
and how i nportant this has been to the industry and the
debate that goes on.
CHAI RMAN HARRIS: It's a bothersone thing to
have a real one. W're sort of |like a piano player in a
whor e house or something, we don't know what's going on
MR PICKERING [|'mnot sure | want to step to
the microphone following that. Rick Pickering,
Hol | ywood Park. | would just nmake one distinction here.
There is another |egal scenario under the account
wagering statutes, | guess. I'mnot a lawer and I'|
defer to the lawers in the room But this is account
wagering that's taking place anong these rebaters.
Qbvi ously they have to have an account to track what
they're betting and then to receive a rebate. And
unl ess they're licensed by this board, correct me if I'm
wrong, they cannot solicit account wagering from
California residents unless they're licensed to do so.
Just a nmonth ago we received word from
i ndividuals that are in our VIP roomthat as a matter of
fact they had been solicited to start receiving rebates
froman out of state location. Now, in this case we're



not sendi ng our signal to anybody. But had it been
during our live neet and we becane aware of it, we would
have had to stop it. W would have had to prevent our
signal fromgoing to that unlicensed account wagering
vendor. | think that that's an appropriate distinction.

VI CE- CHAI RVAN LICHT: | think you're right.
And | don't remenber if it was during Hollywood or
during Santa Anita where we stopped the signal because
they were supposedly (unintelligible).

MR. PICKERING That's correct, and it
happened one other tine during the Hollywood Park season
where we becanme aware of a sal esman who was not only
com ng to Holl ywood Park but also to Los Alamtos and
soliciting business fromthe California |ocations and we
did act in that instance, too.

And | would trust that all the associations in
the room when t hey becanme aware of such an instance
would as a matter of fact take action and stop it.

As everybody knows, it's next to inpossible to
police, but when you do becone aware of it, you have to
act upon it.

VI CE- CHAI RMAN LI CHT: And | think Santa Anita
did exactly that and they should be conmended for that.
It's nmy belief one of the catalysts for termnating this
rebate situation was that with the Santa Anita pl ayers
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were, in fact, a couple of their better players.

MR. PICKERI NG And some of our better
pl ayers.

VI CE- CHAI RMAN LI CHT:  Yeah.

CHAI RVMAN HARRI S:  Any other conments fromthe
audi ence on this?

MR, BROOKS: Kirk Brooks, Racing & Gam ng
Services, Inc. | think there's a |lot of |ack of
i nformati on out there and that's why | would say |
wonder how we cone to these conclusions by the TOC if
they don't have all the information how we've cone to
the decision that rebating is bad. If it is, let's
share the information.

We've witten the TOC on nany occasi ons and
asked for information pertaining to this with no
response. W're welcone to any dial ogue, any debate
anywhere on this subject but we think the facts need to
be the facts. Just like M. Chillingworth said, that
Tanpa Bay shut the rebaters down in January. In fact,
in five years none of the organizations just nentioned
have taken the signal from Tanpa Bay so | don't know
where he got that information.

VI CE- CHAI RVMAN LI CHT: | was going to ask you
Oakl and Park did shut off the rebaters. \What happened
to their handl e?



MR. BROOKS: They did not really shut off
rebaters. They shut off what is described as cash
recei vers, anybody that does not | ose the takeout. You
know, wi nners are not welconme type situation. Right now
they're down 11.65 percent. You know, you can call it
wi | dfires, maybe they had a bus strike, too, |'m not
certain. But they're down 11.65 percent. And, | nean,
no ot her cause.

You know, | think we need to | ook at history a
little bit. |If you go back to the Nevada situation
what did it cost the TOC and the horsenen of California?
Ckay. In 2003 Cak Tree decided not to do business with
two facilities, RSI and RGS, they | owered purses by
ei ght percent. This last year they decided not to do
busi ness again with two different |ocations, rebate
| ocations per se, and their handl e was down -- or the
purses were down 8 percent.

I would just chall enge anyone to tell me how
that benefits the horsemen or the state of California?
You can say it's bad, the rebates are bad or incentives
bad or dividends, whatever it is, let's |look at history.
Let's look at the facts. Let's throw enption out the
wi ndow and let's look at the facts. |If we aren't taking
bets from California, you tell me how incenting a player
to play nore on your racetracks hurts California or the



00063

California horsenen?

VI CE- CHAI RMAN LICHT: In fact, | think that's
just what Youbet and TOC are doing, they're trying to
incentive people to play their tracks which is good
busi ness practice.

MR, BROOKS: | think |I need to get Jeff on
line with RGS. Because |'mhaving a tough tinme telling
the TOC or anyone el se that we've created new pl ayers
and we incent players. \Wereas, | don't know if they
incent players or not but |I'msure not to the same
degree and he's able to get day traders and the TOC can
believe that but they can't believe that we would be
able to do that when we incent players.

VI CE- CHAI RVAN LI CHT: How do you answer
M. Coutel's point that it's bad for the game because
noney comes out of the -- basically out of the on track
smal | er player's hands and goes to the off track, bigger
pl ayer? That's one thing that does bother ne.

MR. BROOKS: That's been happening for years.
M. Donal d who has been betting in New York for years,
you know, he's a winner. | don't think because he's got
a higher 1Qthat | should stop himfrombetting. |If he
takes nore noney out of your pocket because he's a
better ganbler, so be it. W can put a sign up | Q over
a hundred not wel come, but I'mnot sure that's what we



want to do.

It's the same way with technol ogy. Technol ogy
keeps nmoving forward. | think we should enbrace
technol ogy, nmake sure it's fair to everyone in the
i ndustry and go forward fromthere. You know, ny idea
is the racetracks and the horsenen are in this business
to get as nuch noney wagered at all of the racetracks as
they can. That's what we're trying to do.

And, again, you know, | want to stipul ate,
this isn't the organizations, this isn't RGS, these are
the ganbl ers that deci de whether the price of a product
is the right price. The seller doesn't dictate what the
price of any product is anywhere. The consunmer does.

If you put sonething out there for 30,000 and
it doesn't sell, you knock it down to 15, it sells, and
you' ve gotten into it, then that's the price of the
product .

CHAI RMAN HARRI'S:  The problemis if we did
t hat throughout we couldn't afford to have the product.
You can sel ect discount products but you can't discount
t hroughout the whole country, it's not going to work

MR, BROOKS: Then again, | go back to, you
know, the history. [|f you just go back through the
hi story and take a | ook, | mean, another organization
t hat decided not to do business with anyone that



publicly admtted incenting is Wod Pine. Wod Pine is
off 16 percent. | don't know how you can go back to
your horsenen and say we did you a great job.

CHAI RMAN HARRI S:  Actually we should take a
break now and cone right back to this item Let's take
a break. Let's keep it about ten mnutes because we do
have several nore inportant itens.

(Short break.)

CHAI RMAN HARRIS: W'l | resune the neeting.
We'Il go back to Brooks.

MR. BROOKS: | want to el aborate on one ot her
thing that Jeff had said. And he said sonetinmes the
custoners that come to Youbet all of a sudden play nore
noney because it's nore convenient, it's nore user
friendly than nmaybe getting in your car and driving to
the tracks. So basically | guess my question would be,
if a gentleman is driving to the track and he's playing
once a week and he's playing a hundred dollars and Jeff
can get this gentlenman to stay at hone and play $500,
then there's nore revenues being realized by himstaying
at honme and betting 500 to the horsenen and the
i ndustry, why wouldn't you want that to happen? Wuld
there be anyone who woul dn't want that to happen?
mean, | think it's all revenue driven and that's kind of
one of ny biggest points is. Let's |ook at the revenues



and the facts, not just rebate is rebate or incentive is
incentive. Cbviously the word exists for a reason

They do it in cars. They do it in other things. | know
this is a different application because obviously

di fferent people are putting on the show.

CHAI RMAN HARRI S:  Thank you. Any additiona
coment s?

MR, CHI LLI NGWORTH:  Sherwood Chil I'i ngwort h.

M. Brooks' question with regard to where | get ny
information with regard to the Tanmpa Bay experience, it
was reported by Peter Barruby (phonetic) who is genera
manager of Tanpa Bay reported that (unintelligible).
There were two representatives fromthe rebating session
there who didn't refute it. |'ve talked to one of them
now and he said, well, he didn't think it was
appropriate to question it.

My point is if soneone gives you sonme stats
and facts and you think they're incorrect | think if
you're on the other side of the fence you're obligated
to refute what you know

Havi ng had a problem here with odoneters once
a couple of years ago, | just don't want to let that go
unanswer ed.

Secondly, M. Brooks pointed out that our
purses were down, 8 percent they were down, 5 percent.



We started out with what we thought we were going to
have a terrific nmeet because of the Breeder's Cup, it
didn't quite turn out that way. And if you | ook back
historically on Oak Tree's handle after we have a live
or host the Breeder's Cup, we're always down, every tine
we've had any -- '86, '93, and this year, when we have
the normal races schedul ed foll owing the Breeder's Cup,
we're down. And that's a fact of life.

The other -- my other conment is with regard
to M. Brooks' comments. Is that if we're getting nore
people to bet off track and indeed revenues do go up or
commi ssions and purses go up relative to what that
person would bet if they had bet on track, maybe that's
a valid point.

But nmy point is if you take people away from
the track I think that's the only place you get a new

pl ayer. You never get a new fan, | don't think, on
television. And if you were to -- this is an old
exanple |I've given many tines. |If you were a Cl evel and

Brown fan and went to the stadi um where there are 5,000
people in a place that held 70,000 people, you would
wonder why the hell you were there. So | think we have
to get people back on track

That was supposedly the conm ssion for NTRA
and even TVG was trying to get -- generate younger



pl ayers to cone to the track. I'mnot sure that that's
happened. But | think the Ilive on track experience is
the only way you get another fan that stays for a | ong
time. Thank you.

CHAI RMAN HARRIS:  |'m not clear, Chili, on QGak
Tree record on the last two years, what was your policy
on the so-called rebaters? You did not sell to them or
you did or what?

MR. CHI LLI NGAORTH: Di d not.

CHAI RMAN HARRI' S:  So your track's nunbers
woul d refl ect absent at |east sone of the big rebaters.

MR. CHI LLI NGWORTH: Right. | don't think
there's a causal -- necessarily a causal relationship
bet ween our shutting out the rebaters and our handl e
goi ng down. Before historically we've had that happen

The other factor is Hollywod Park followed us
i medi ately after our neet and they were down. Santa
Anita foll owed Hol |l ywood and they were down. It's been
kind of a trend since Ponobna. Ponmona was the apex of
our betting experience in California and it's going down
si nce then.

CHAI RMAN HARRI S:  Thank you.

MR, COUTO  Drew Couto, Thoroughbred Owers of
California. | would like to echo sonething Chili just
said and that is Hollywood Park, Santa Anita have sold



to the rebaters for the | ast year and you' ve seen purse
cuts there. So the correlation that | think M. Brooks
inplies is not necessarily there.

Two points also that M. Brooks brought up and
that is he said rebates creates new customers for them
and they've proven that. Since we started | ooking at
RGS we' ve had assurances fromthemthat they are a
private wagering network limted to 100 to 120 pl ayers,
that's it, no gromh. They' re not out to get new
pl ayers. But yet we're being told they are getting new
pl ayers because of rebates.

M. Liccardo tells ne that what we call the
bi gger players on track are di sappearing. Were are
they going? They're going to the rebaters where we get
much | ess revenue. The rebaters again are very
interested in discussing handl e, but revenues is what
matters. What is it that we actually receive? And with
that shift frombig player fromon track to the rebaters
we get roughly a fifth of what we would be getting
ot herwi se. So we | ook at churn, we don't see the churn
there to make up for the |Ioss of revenue and this is
part of the net revenue |loss that we have in purses and
track commi ssions.

And | astly, there's been an assertion that we
have refused to provide information to RGS based on the



report that we prepared. And | want to nmake that clear
They have asked us for that information and each tine
they' ve asked that it's been included in a letter
threatening an antitrust action against TOC for
undertaking this investigation and for discussing this
with other menbers -- other conponents of the industry.

So, yes, we're not going to respond to a
threat that's openly accusing us of potential antitrust
vi ol ati ons.

So if we're going to talk about actual facts,
I think it's inportant that we get all that on the
tabl e.

VI CE- CHAI RMAN LI CHT: Just so |I'mclear, did
you say that you believe that some of the |oss of on
track attendance is because of people going to the
rebate places?

MR. COUTG | said on track handl e.

VI CE- CHAI RMAN LI CHT: So you believe that sone
of our California players are playing with sone of these
rebate players?

MR, COUTO. Absolutely. | think if you were
to speak to nost of the racetrack nmanagers here today
they would confirmthat, too. W're all aware of
pl ayers sitting there doing that. The rebaters, as
M. van de Kanp pointed out, we |ooked at it at TOC, we



| ooked back five years at our sources of out of state
handle. At the tinme ADWwas just over one percent of

our handl e out of state. The rebaters were just under
two percent.

In that five-year period ADWhas grown to be
seven percent of our out of state handle, the rebaters
are now in excess of 13 percent of our out of state
handl e. Wen we say out of state handle, we've had
assurances fromthe rebaters that no Californians are
playing. Wen |I talk to nmy colleagues in Florida, the
horsenmen there, they've had assurances that no
Fl ori di ans are pl aying, New York horsenen tell nme that
they' ve been told that no New Yorkers are playing,

Kent ucky horsenen tell ne they've been told ne no

Kent ucki ans are playing. So we've mssed the boat.

Al aska is obviously a two billion dollar (unintelligble)
and we ought to open up there because the traditiona

mar kets aren't supplying any of the players that make up
t he custoner base

Let's talk about the facts and | think that's
what the cormittee | alluded to is trying to dois to
separate fact fromfiction and we're a long way from
concl udi ng that.

CHAI RMAN HARRIS: In this case, though
horsenmen here represented by TOC do have the right to



not allow rebating. |If they say it's all right, which I
guess you have concurred with GCak Tree in their case,
but have gone along with rebating in other cases. At
what point will TOC draw a firmline in the sand and be
on one side or the other of it? Wwen will that decision
be com ng?

MR. COUTC Well, M. Brooks tells me that
there are facts that we're not aware of. And TOC vi ews
this as an ongoing | earning process. And we don't
believe that we've got to the end of the process. The
next phase of this |earning process has been the NTRA
committee.

| mentioned to M. Brooks it's odd that in the
committee there's no rebater involved and if you're
going to really look at the issue, you need to have both
sides of the story. So hopefully we can convince the
NTRA or M. Brooks to participate in the NTRA commttee
and let us get their point. FromTOC s standpoint, this
i s ongoi ng.

CHAI RMAN HARRI S:  You' ve got to make a
deci sion at sone point. It can't be the Xpress Bet,
AT&T acquisition, it just goes and goes and goes.

MR, COUTO | conpletely concur. Unlike any
other entity in the industry, TOC nade trips to
Lewi ston, to Cklahoma, to Maryland, to lIdaho, to North



Dakota, to Saint Kitts, to Venezuela, to Curacao to
learn firsthand to separate these | egends and nyths. W
undertook that study last year. And again it's part of
t he process.

The only portion of those trips that are
racetrack partners, with the exception of MEC maybe, was
the Carribean. So we have been gathering that
i nformati on and we continue to do that and it's not
going to go on in perpetuity but we know we're not
(unintelligible).

CHAI RMAN HARRI S:  Woul d you think that it
woul d be prudent for the board to waive the rule unti
we can get better closure on what people want to do?

MR. COUTG  Whether it's formal or informal,
the board has waived the rule for close to two years. |

don't know that -- | don't know the inportance of a
formal waiver. But in effect --

CHAI RMAN HARRI'S: | don't think we'll concur
with that. | mean, maybe the sinmul cast operator who

signed it did but the board didn't waive it.

MR COUTO. It hasn't been applied for over
two years.

MR, BROOKS: Kirk Brooks, RGS again. Just a
couple of coments. | think there's a |lot of facts and
figures flying around that obviously people aren't



100 percent accurate about or whatever. | think this is
sonmet hing that needs to be discussed in sonme kind of
comrmittee, possibly with the board, the TOC and
representatives fromdifferent incentive shops. | don't
think every incentive shop is exactly the same so |
don't think you can lunp themall together and say these
guys do this and these guys do that. People nmay very
wel | take bets from California but RGS does not.

Also | want to nmake a conment about
M. Chillingworth. In no way was any of nmy intent to
badger M. Chillingworth because he's a fine gentl eman
and | respect himvery nuch. However, there are sone
facts, like | say, we have had the Gak Tree signal for
the last three years. So it's a situation where instead
of back and forth, throwing this in front and wasting
time, we need to get sonme facts down on paper and go
forward and then decisions can be made. But deci sions
shoul dn't be nmade before the facts are put to paper

VI CE- CHAI RMAN LI CHT:  You had the OGak Tree
signal in '02 and ' 03?

MR. BROOKS: '01, '02 and '03. W were not
one of the locations that did not have it.

CHAI RMAN HARRI'S: | think we do need to nove
along. This is going to be an ongoi ng debate and
think the key will be to get all the facts on the table



and best resolve what to do about it. Any other
coments by the comm ssioners?

MR TAVANO | traveled all this way, | m ght
as well step forward for a second. M nane is Lou
Tavano, |'mthe president and officer of Holiday Beach

we operate a rebate shop out of the island of Curacao.
And in all of the discussion that |'ve heard fromthe
TOC, fromall of the tracks, fromthe rebaters for the

| ast year and a half when this debate has been ongoi ng,
the one person, the one group that | keep -- that |

t hi nk keeps getting lost in the shuffle is the wagerers,
all right.

The question should not be should rebaters
exist? Should they not exist? Should this entity
exist? Should this entity not exist? The question
needs to be, if the rebaters go away, where does that
custoner place his wager? And | can guarantee you, it
will be four years of operating IRG | have never had a
singl e custoner call up and say, hey, we've had a great
run with you guys, but we decided to go back and bet at
the track. That's not going to happen

Qur conpetition is offshore, non-pari-mnutuel
where this (unintelligible). Qur conpetition is bet
fair. We're a wager based there, this industry would
not see anything. M conpany has paid rights, fees in



excess of $60 million, all right, over the past -- in
that range, over $50 million in the past four years. |If
you put us out of business, you had better cone up with
a way of capturing that noney.

VI CE- CHAI RVMAN LI CHT: Isn't your conpetition
nore in other forns of wagering or other fornms of
i nvestment as wel | ?

MR. TAVANG:  Yeah, |'m sure we can go down
that path and that wasn't what | got up here to say but,
yeah, other fornms of investnent, other forns of
wagering. The wagering dollar is a |lot of conpetition
t hese days.

CHAI RMAN HARRI'S: | think the issue now, too,
the canni bil zati on which maybe we could stipulate is not
as big of an issue with soneone of fshore sonepl ace,
they're not going to come to California anyway. But
it's sort of (unintelligible) pricing where sonmeone
somewhere el se is buying a product cheaper than they are
in California.

MR. TAVANO That's nmy point. | just thought
si nce nobody was here fromthe players panel or NTRA
thought I'd step up and say sonething.

CHAI RMAN HARRIS: If there's nothing el se on
that, we have sone weighty issues to discuss here.
Report by The Jockeys' Guild for proposal on jockey



wei ght al | owances.

MR. BROAD: M. Chairman and nmenbers, Barry
Broad on behal f of The Jockeys' @Guild. W're here on a
matter of critical health and safety significance to our
menbers. Literally an issue that fundanentally inpacts
their health, their longevity, the way they live. And
it's an issue | think that we're all aware of in this
i ndustry and that is the scale of weights and how it
functions currently and fromour view how it needs to be
changed.

We have a proposal here which, for those of
you in the audi ence, we have sone copies at the back, a
limted nunber if you'd like to get them W have nade
t hem obvi ously available to the conm ssioners and they
are before you.

Let me say this by way of prefacing ny
remarks. We're well aware that the horse-racing
i ndustry has a conservative culture; things change, it
gets people very upset, they tend to react i mediately
in a negative way without fully considering the issue.
And we pl edge that we want to work with the commi ssion
and with all the stakeholders in the industry, anybody
who has an interest in this, to make this a proposa
that we have work out.

What we are asking the conm ssion to do today



after we explain this is to refer the matter to your
staff to develop a proposed regul ation along the Iines
t hat we've suggested here that may then be fully vetted
and debated before it would be considered for action by

the board. So if you'll allowne, | would Iike to go
t hrough the proposal
The proposal is in several parts. It is an

i ntegrated proposal that is intended to work together
so it's not like let's throw out one part and just do
two of the three parts. It will not work if we don't do
it all. And that's | think of critical inportance to us
that you need to understand fromthe outset.

What |'mgoing to do is go through the

proposal. W actually have brought a fair anount of
equi pnent and other things to denpnstrate here and we
also will have sonme testinony about the health effects,

what's happening to jockeys now that we're intending to
change.

Here's the basic proposal. Wth regard to
riding gear weight, every horse will carry ten pounds of
riding gear fromthe withers to the runp. And we have a
list of the riding gear. That riding gear does not
i ncl ude equi pnent on the horse's head, tail or legs, the
channel breast plate or running martingale or any fou
weat her gear, which would be extra. It's not as nmuch an



issue in California as it is in other states but it

obvi ously cones up. The track programwould sinmply Iist
at the front the equi pnent that the jockeys carry and
that it weighs ten pounds.

And | don't know if you want ne to do this,
but we are prepared to do this. W have actually
brought the equi pnent and a scale to show what it wei ghs
and we can denonstrate that if you would like us to
denonstrate it. It's nmy understanding that the common
wi sdomin the industry is that this equi pment wei ghs
around si x pounds. The fact of the matter is it weighs
ten pounds. So would you like us to weigh it or would
you - -

CHAI RMAN HARRI S:  Well, one of ny concerns is
just how you nmke it always cone out to ten pounds
because you al ways hear about heavy saddles, |ight
saddl es, these kinds of things.

MR. BROAD: Right. What we woul d propose is
that it's ten pounds and the rider nust carry the
ten pounds. If it's slightly less, then they would add
slight weight to nake up that ten pounds, a heavier
saddl e or whatever. W have done this, | guess, many,
many tines and it's right there at ten pounds. And
obvi ously you woul d have to -- we would have to show you
to your satisfaction, to the industry that that's what
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it weighs. What it weighs is what it weighs.

CHAI RMAN HARRI S:  The concept is that woul d be
wei ghed every day and that every rider would have its
gear for that day weighed and verified that it's
ten pounds.

MR. BROAD: Yes. That's ny understanding of
what we're proposing. So if you want us to --

CHAI RMAN HARRI'S: W can go ahead. | think we
can pretty well stipulate that it's pretty close to
ten pounds or you can make it ten pounds if it wasn't.

MR. BROAD: Right. |[If you would prefer, that
wi || speed things al ong.

CHAI RMAN HARRI S: Go ahead.

MR, BROAD: Okay. The second part of the
proposal is the actual weighing process, that is, the
scale -- the actual weight limt. W propose that the
weight limt would be 118 pounds for a jockey riding an
Arabi an or Thor oughbred horse and 123 pounds for a
jockey riding an Appal oosa, paint, quarter-horse or
mul e. They woul d be wei ghed nude and that's what woul d
show up in the program their actual nude weight.

Now, we woul d have -- forgive the pun, we
woul d have a transparent wei ght system And of course
the problemw th the current weight systemis
significant in a nunber of areas. |It, first of all



00081

varies fromplace to place. What people wear and so on
The incentives are to, frankly, the wong incentives.

We do not want to create incentives on riders
to play around with critical safety equipnent. The
saf ety equi pnment needs to be worn. We don't want
anybody being tenpted to rip the lining off of jackets
or out of helnmets. These things can save people's lives
and they need to be worn as they are intended and
desi gned.

Now, any other allowances for apprentices or
all the other things that happen to change wei ghts,
we're not intending to touch those at all. That's a
matter to continue as it does now. But the basic idea
is that it's ten pounds of equi pnment and then the
j ockey's actual weight.

Now, the third part of this is the matter
that's nmost critical in the health and safety issue and
I"d like to indulge us so that we can go on about this.

As we all know, the scale of weights is
somet hing that's about a century old that's operating
commonly in the United States. People have gotten
bigger in the last hundred years, significantly bigger
The vast mmjority of jockeys have to struggle, and
mean struggle trenendously, to try to nake the weight.
And they are doing things to thenselves that are



terrible.

They are -- it runs the ganut fromsitting in
sweat boxes for hours at a tinme, which is unhealthy
enough as it is, to taking dieretics which is bad for
you, to nmaking yourself throw up, to turn yourself into
a bulimc. These choices go fromvery bad to horrid in
terms of the health effects. And we have to create a
systemthat gets away fromthat and we think we can

What we woul d propose is that for all jockeys
licensed after the effective date, we understand that
there are people in this industry who are nenbers who
have lived with the systemthat we have now, but for al
new j ockeys and, therefore, we believe it would change
gradual ly over time, that a jockey would not be allowed
to race if their body fat goal content goes to a |imt
bel ow which it is patently unhealthy. That is to say
you are canni bilizing your own body and destroyi ng your
own body.

Jockeys have comonly a body fat content --
and I"'mgoing to stop in a mnute and introduce a
witness that can testify to this with great expertise --
they commonly have body fat limts -- body fat contents
in the two to three percent range. Anything bel ow
five percent you are cannibilzing your body. You are
doi ng pernanent damage.



And so while the jockeys you see | ook healthy
and | ook like they are perfect physical specinens. They
are people that are sick. They are physically ill day
after day, year after year. And it's just not right.

So what we woul d propose is that jockeys have
to maintain a mninum|level of body fat that will keep
them healthy. And fortunately, luckily technol ogy has
sort of cone to our rescue. Because there is very
i nexpensive, very effective technology that is
noni nvasi ve and that costs under a hundred dollars to

test body fat content. And we'll show you that device
and we' Il show you how it works.

So with that, I'd Iike to introduce Dr. David
Seftel, he is the track physician for this track and for
Bay Meadows who -- and his material |'ve also shared
with you -- who will discuss this sort of health

consequences to jockeys, what his observations are about
what's going on in the industry and how we can deal with
it. Dr. Seftel

DR. SEFTEL: I1'd like to thank the comm ssion
and everyone here for allowing ne to speak on this
i mportant issue. Just for the record, |I'ma board

certified internist and sports nedicine physician. |
trained at the Harvard Beckers Hospital (phonetic) in
Boston and al so at Loyola University in Chicago.



serve as nedical director for the Magna Northern
California racetracks as well as I'ma partner in the
Cal i fornia Emergency Physicians Medi cal Practice G oup
which is the largest group of energency physicians in
the State of California. W see one in five of al
emergency roompatients in this state.

Over the last three years |'ve been engaged in
a joint effort between The Jockeys' Guild and Magna
Entertai nment tracks on the critical aspect of reformng
rider care. I1t's a commopn and a vested interest of both
the operators and the riders here in inproving the
standard of care, not only for jockeys today, but also
for the future.

The key thing we've been involved inis a
conprehensive review of the top nedical and dramatic
conditions that affect the jockey community, devel oping
t he suggested strategies that reduce both the incidents
and severity of illness and trauma and invol ves
initiatives to standardi zed care across the tracks.

One of the nedical mal adies that jockeys face
that are critically affected in their | ow body nass. W
see that the jockey community in our study have five
times the overall incidence of upper respiratory tract
i nfections, bronchitis and pneunonia, sone of them
extrenely debilitating. The incidence of



gastroesophageal reflux disease with peptic ul ceration
pancreatitis, often very debilitating, is nore than four
times the national incidence of other individuals.

But perhaps the nost difficult and nost
chal I engi ng aspect and npbst expensive aspect in terns of
heal thcare is danmage to kidneys. And kidney damage is a
direct reflection of |ow body nass, consistent
dehydration, and chronic malnutrition

The treatnent of chronic kidney failure is the
nost expensive nedical treatnment of any di sease that our
nation faces with the exception of cardi ovascul ar
di sease. And our jockey comrunity has ten tinmes the
nati onal incidence of chronic kidney failure. And this
is a direct reflection of the | ow body mass and
dehydrati on.

So in sumary, in the jockey comrunity we have
aterrible trio, what | call the terrible trio,
dehydration, malnutrition and di mnished i munity. The
reason why our jockey community have so many infections,
infections of the lung, infections of the skin,

i nfections of other organs that | see on a daily basis
in taking care of the jockeys, is a direct reflection of
their nutritional status.

So the challenge was to find an easy, sinple
and relatively inexpensive intervention that could
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enabl e us to have an objective nmeasure of whether
j ockeys have enough total body fat to reflect a nornal
nutritional status that would enable themto be able to
fight infection and to protect their organs. And to
this initiative, the measurement of total body fat is a
very useful and standardi zed index.

If we | ook at standards for other professiona

sports as well as collegiate sports, |I've done a review
of all of those different bodies. And as you can see in
the testinmony that -- the type of testinony that was

presented, these bodies have standards that have set
total body fat anywhere between five percent and
20 percent for different sports.

VWhat we did was we | ooked at this and we said
what are jockeys anal ogous to? And the best anal ogy we
could find is the cross between cyclists and gymasts
and it's these two categories, those different
prof essi onal bodi es have certified that none of their
pl ayers could performwith a total body fat of |ess than
five percent. That is the basis for us proposing that
five percent be the |imt of to performor not to
perform

So what we're proposing is that this be a
standard, this be seen al ongside the normal weigh-in
process. The technol ogy has becone very, very



i nexpensive. About ten years ago you had to sit in a
wat er bath that cost over a hundred thousand dollars in
order to nmeasure total body fat. Today we have a device
that costs $49.95 that has all of the technology to
enable a very, very accurate neasurenent of total body
fact in exactly ten seconds.

If anybody is interested here, we can actually
hook you up and tell you what your total body fat is
ri ght here and right now.

CHAI RMAN HARRI' S:  Any vol unteers cone forward
here.

DR. SEFTEL: | know that Chris will do it for
us. Cone on up. Because he can also testify to the
ravages of malnutrition.

DR. SEFTEL: Chris, just out of curiousity
what do you wei gh today?

MR, McCARRON: Now, David, you've put ne on
the spot here. | did this a couple of years ago at ny
house with a different type of scale called a Toneda
(phonetic) scale that you stand on but I'msure this is
just as accurate as that one. | already did this. W
can cut to the chase and say |'m 15.9 percent. But |I'm
up ten percent fromwhen | was riding. Wen | was
riding two years ago | was at six percent. W had one
j ockey at my house that evening who got on the scale



that didn't nmeasure. We tried himseveral tines. And
Joe Rocko, Jr., he was out here doing Sea Biscuit and he
had -- it didn't neasure. It was unbelievable. The

hi ghest guy in ny house that night was eight percent.
And we had about five or six that were below five.

MR, BROAD: Thank you, Chris. Do you have any
qgquestions? Thank you again for your tine.

VI CE- CHAI RMAN LI CHT: | think that there's no
qguestion that the safety of the jockeys is nunber one.
It's a twofold issue as M. Broad said, the equi pnent
issue, and then it's also the horrible diseases that we
read about every day that many of our jockeys suffer
from debilitating and life-threatening, if not life
endi ng.

And then the third factor, | think we need to
redo The Jockeys' Guild is for the fans because | think
full disclosure is inportant in any business and | think
that the way that weights are disclosed today is not a
fully accurate disclosure of what weight in on that
horse. | think we should refer this to a conmttee and
staff to put together a proposal to change the wei ght
rul es.

CHAI RMAN HARRIS: | would Iike to thank The
Jockeys' @Guild who presented today. |It's very good
we're noving forward. This is probably sonething we



shoul d have done years ago but at least we're getting
started now. W do have this noratoriumon rule making
right now but I think we can start the process and get

i ndustry coment and, you know, get sonething noving.
Go ahead and finish.

MR, BROAD: Thank you. |'d just like to
concl ude by saying The Jockeys' Guild owes both this
board and the industry a debt of thanks. Because in the
| ast decade a | ot of good things have happened for us
and started in California that have noved across the
country. |'msure that sone of you ask yourselves the
question, why do they always start in California?

And the reason we start in California is
because this is a place where we can get sonething done
with people in the industry that are fair and
responsi bl e and care about us. So we want to work with
you all. W appreciate your indul gence today and we
| ook forward to meking this happen. Thank you.

CHAI RMAN HARRI' S:  Thank you. So we'll start
the process. Any other stakeholders in this issue that
-- go ahead.

MR, McCARRON: Chris McCarron representing
nysel f personally now but |'mactually from LATC. W' ve
tal ked a | ot about the technical aspect of it and
t hought that | would take the opportunity to try to



personalize it a little bit. First of all, 1'Il offer
some opi nions and then al so give you sone facts as wel |
In ny opinion, there's one comment that is
made by some trainers who, when this gets to the point
where it's going to be enforced, there's going to be
some resistance fromthe horsenmen's community. There is
sonme trainers that are of the opinion that nore wei ght

wi |l further exacerbate the problem of horses breaking
down. Well, there's all kinds of exanples out there
as -- that could argue that point very strongly.

Most notably steeple chase racing. Steeple
chase horses race until they're eight, nine, ten, eleven
years old. They go over three and a half mles of
incredibly nore difficult ground than we race on and
they go over junps at the same tine and they're carrying
160 pounds or about. So increased wei ght does not
necessarily directly correlate to horses breaking down.

Addi tionally, nost exercise riders weigh wel
above what jockeys weigh and that's the weight that the
horses are carrying on a daily basis.

Track records, nost of the time track records
are broken by horses carrying considerably nore wei ght
than your everyday races. A lot of track records are
broken in stakes races. Some track records are broken
on Breeder's Cup day. Wen Golden Gold broke the track



record at Church Hill Downs he had 126 pounds on his
back. And when you conpare his tines to the races

|l eading up to the Breeder's Cup, he didn't run as fast
when he had | ess weight on. So again, weight is not
going to necessarily slow the horses down.

The trainers will object because they fee
i ke, again, you know, it may be a detrinent to their
success. But ny personal feeling is that there are
certain trainers that want to remain in control, they
want to control the jockeys, the jockeys' agents as to
who is going to ride their horses and when they're going
to ride them and how much pressure they put on themto
make | engthy conmitnents to a particular horse and al so
they like to control the racing secretary.

It's becone very political when you tal k about
whet her or not horses are going to ship around the
country as to whether they're going to run in the Santa
Ani ta handi cap or the Down handi cap, or wherever they
may go.

There's no question Dr. Seftel has already
touched on the fact that the human race has gotten
| arger so we need to nmake that adjustnent as well

Conmmi ssi oner Licht nmade a very good point that
it's an obligation to the betting public that we nmake
sure that the weight carried -- the weight that's been
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assigned is carried properly.

But | also think that this industry has an
obligation to make sure that the betting public is
protected because the jockeys have to be at their very
best when they're out there. |It's extrenely difficult
totry to cone out here and out ride Russell Baze when
you're at a hundred percent, |et alone when you're at
95 percent or 90 percent or 80 percent. And there's no
way you can be at a hundred percent when you start the
day in the hot box, there's just no way.

VWhen | was riding | could tell alnost to the
pound how much | wei ghed by ny ring, how taught my ring
is on my finger. And there were nany tines when | would
get up in the nmorning, oh, good, ny ring is | oose, and
think there's probably a couple of other people here in
the room that would concur, when ny ring is |oose, oh
good, | can have a little sonething to eat. So |I'd have
a banana, |I'd have a cup of coffee and sone toast, and
I'd go to work and I'd get on the scale and I'd go,
uh-oh, | nessed up, I"'mnot as light as | thought so I'd
have to go get in the hot box. Imediately |I'"mstarting
the day off in a bad, sorrow nbod. There's no way |'m
going to be able to go out and ride that first race at
nmy very, very best.

And when you conbine that with the fact that



there are sone jockeys that are incredibly bulinc and,
you know, it's enbarrassing, it really is.

And you just -- my point is you're going to
recei ve sone opposition and | inplore you to resist that
opposition and resist the tenptation to keep things the
way they are today because it is way beyond tine that
change is necessary and it's going to inprove, not just
the riders' health, but it's going to inprove their

performance which will in turn inprove the industry.
Thanks.

CHAI RMAN HARRI' S:  Thank you, Chris. | think
there's a very persuasive case here. | think that al

the stakehol ders need to be heard on it but | encourage
The Jockeys' Guild to work with the different people
that m ght want to have di sagreement with it but | think
it's sonething we definitely need to pursue and we're
going to direct our staff to start the process.

The next itemis the discussion of current
status of Northern California racing and the future
availability of racetracks in the Bay Area. QOops, |
m ssed one here. I'msorry, No. 8 is discussion and
action by the board on the request --

COWM SSI ONER BI ANCO: Do we need to nake a
notion to establish both the TOC and sone of the other
people that -- | believe that the health of these



jockeys to ne with the Workmen's Conp issues that we are
facing, all right, we'll be able to control sone of our
costs if these safety itens, the weight issue. And I'd
like to get a cormittee going so we can get naybe 30
days or 60 days ahead of this rather than waiting for
the next CHRB neeting.

CHAI RMAN HARRI'S: | don't think we can nove
until we have this rule process restored but | think we
can nove as far as communication. But | think The
Jockeys' @uild can communicate with all of the people.
| think it's just a matter that if we formalize it too
much we have to have political neetings and all that.
But RGS has got a | ot of phone nunbers.

UNI DENTI FI ED SPEAKER: M. Chairnman, it may
wel | be wise to have an outside convenor as M. Bianco
has suggested. W' d be happy to serve on that. W
think this is a worthwhile endeavor. And if that wll
hel p get this nmoving, |'msure the TOC will be happy to
try to get notice of a neeting and try to get people to
thrash it around.

CHAI RMAN HARRIS: | think the only really
naysayers woul d be the enployers of the jockeys who are
the owners, and if they had some rational reason that
these wei ghts woul d be burdensone, that would be the
issue. So | really think the owners are the issue.



UNI DENTI FI ED SPEAKER: Actually, | think what
has been | think before is that you have certain
trainers who may oppose this. | can speak for our
organi zati on because we have supported an increase in
the weights for the very reasons that have been stated
nore el oquently | think today than has been stated for
us but for the health reasons. So again we offer
that --

CHAI RMAN HARRI'S: | think the TOC should
obviously be the lead. | think the TOC m ght explain to
your owners that you do enploy the trainers and that you
are al so paying the jockeys and you have to sort of
explain the chain of conmmand a little bit to your
ownership. But, you know, | think we have to get
everybody tal king. W don't want anybody to feel they
wer e di senfranchised by it.

UNI DENTI FI ED SPEAKER: Wl |, what | was
t hi nki ng about was having a hearing process where you
have it reported so that when the tine cones when you
can act we have a body of information that's avail able
to you and we get this noving. This is just an offer to
sort of bypass the predicanent you're in.

MR, BROAD: Just allow nme to suggest that we
will contact the other trainers' organizations, the TOC
and we'll sit down and di scuss with whoever wants to



di scuss this, our proposal, but we assune that in the
formal regulatory process there will be a hearing,

peopl e woul d testify and take their shots or agree or

di sagree and that that would be kind of the way to
resolve -- the nost expeditious way. | appreciate what
you' re suggesting, | think it nmakes sense. | don't know
that it needs to be a formal process. W've been
nmeeting with all kinds of people all over the country
very vigorously and we would continue to do so.

CHAI RMAN HARRI'S: | think the process is going
to do what we're tal ki ng about, anyway.

Let's move on to No. 8, discussion and action
by the board on the request to approve the new agreenent
bet ween the thoroughbred owners of California and The
Jockeys' @Guild regarding the health and wel fare benefits
for California jockeys pursuant to Business and
Pr of essi ons Code Section 19612.9.

MR. REAGAN: Conmi ssi oners, John Reagan, CHRB
staff. As indicated, they do have a new agreenent, that
agreement is included in the package for your review.

It has been signed by both the TOC and The Jockeys
Quild. We find the agreenent to be reasonable and it's
for the next three years and we recommend your approval.

CHAI RMAN HARRI'S:  Any di scussion on this iten?
We have a second to approve it. Al in favor?



COW SSI ONER MOSS:  Aye.

COWM SSI ONER BI ANCG: Aye.

COWM SSI ONER GRANZELLA:  Aye.

VI CE- CHAI RMAN LI CHT:  Aye.

COWM SSI ONER MORETTI @ Aye.

CHAI RMAN HARRI S:  The next itemwhich | put on
the agenda nmi nly because we're having a neeting in
Northern California which we don't do as often as we do
in Southern California is to tal k about discussion of
the current status of Northern California racing and the
future availability of racetracks. Really -- | say in
the Bay Area, really |I nean the Bay Area and Northern
California, the whole Northern California sector.

MR. REAGAN. Commi ssioners, as indicated in
the staff analysis, there will be a process started very
soon regardi ng the 2005 racing dates. Obviously we're
all very interested in the status of Bay Meadows. Magnha
has indicated to staff that they will present their
i nformati on for 2005 updating us on the status of Bay
Meadows and obviously also Golden Gate Fields. W will
have input obviously from (unintelligible) and the
racing fairs in the north. And | would assune during
those neetings we will be discussing not only 2005, once
we establish the situation with Bay Meadows, but by
under st andi ng the Bay Meadow situation we'll understand



2005 and further along 2006, 2007.
Qbviously we're all aware of the information
in print tal king about the dem se of Bay Meadows, how

many nore years did does it have. And we'll try to get
some official information from Magna as to the details.
CHAI RMAN HARRI'S: | think we nmay have sone

comments fromthe audi ence on this overall subject also.

MR. FANCHER: My nane is Terry Fancher. [|'l|
give you ny card. | had the Bay Meadows Land Conpany,
we're the owner of Bay Meadows. | wanted to have a
moment to address this so you could understand from us
directly what the future of Bay Meadows is as well as to
give ne an opportunity to respond to any questions you
may have

| know it's getting |ouder in the background
so | hope I'm speaking so you could hear ne.

I need to spend just a nonent to help you
understand our history with Bay Meadows and then to
respond directly to the future of Bay Meadows.

I was the person that was involved with ny
former firm Paine Webber, in the decision by Paine
Webber to purchase Bay Meadows in 1996. And Bay Meadows
Land Conpany was organi zed at that point. And |I've
headed this organi zati on conti nuously since then, now
goi ng on eight years.



At the tinme Bay Meadows Land Conpany was
formed, we did express to this body that our |ong-term
interest was in obtaining entitlenments to possibly
devel op Bay Meadows into another use. But this was a
very long-termvision and at that point we entertained
an eight year |ease for Bay Meadows with an operator of
the racetrack which at that tinme was Patriot America
Hospitality (phonetic), a hotelier

Some years later Patriot Anerica Hospitality
entered into financial troubles or had financia
troubles of their own and they turned the | ease back to
us and we took over the direct operation of Bay Meadows
racecourse through the same nmanagenent team headed by
Jack Liebau, who ran it for nmany, nany years.

As you may know, by the way, at the time we
took over the ownership in 1996 there was consi derabl e
di sagreenent between the two parent conpanies. W
stabilized that situation. Subsequently, when Patri ot
America now had difficulty, we stabilized that
si tuation.

In the year 2000 the firmthat | worked for
for over a decade at that point, Paine Whbber, was
itsel f bought by a Swiss bank, UBS. And the Sw ss bank
USB, i mediately disclosed to ne that they had
regul atory problens, not only in Bay Meadows or in quite



a few other real estate assets that | was in charge of.

They asked nme to orchestrate a process to
separate these assets from UBS which | did. They,
however, conducted a broad marketing effort for Bay
Meadows. Bay Meadows was marketed to nmany, nmany parties
in the racing industry as well as outside the racing
i ndustry, people in real estate.

In the end | was able to effectuate what you
m ght think of as a managenent buyout which is to say |
was able to take the team that was responsible all these
years for Bay Meadows Land Conpany, we were able to
bring in outside capital from maj or pension funds, ngjor
state pension funds. And as of about el even nonths ago,
we now own Bay Meadows Land Conpany. The sane entity
that has operated all along but the ownership entity is
no | onger Pai ne Webber and UBS, it's the Stockbrokers
Real Estate Fund (phonetic), the real estate fund that |
al so had.

There's been is very major investnent in Bay
Meadows by pension funds and Stockbrokers Real Estate
Fund and it's a property that's very inportant to us.
We are continuing the entitlenent effort that we began
four years ago with the City of San Mateo to seek
entitlenents for possible alternative uses at Bay
Meadows.



| was asked recently how long did I think that
effort would continue before it m ght become successful ?
Before I would say anything, let me just say that it
woul d probably be much easier for me to predict the
outcone in races here today than to predict how long it
will take for that entitlement effort to run and woul d
it be successful. W've been at it four years so far
and we spent considerabl e amunts of nobney.

And | would just say conservatively | would
predict it would be a mininumof three years fromtoday.
Could I be wong? Could it be two years? Could it be
five years? Either way.

I would also say there is absolutely no
assurance that the outcone will be sonething that we
will find interesting in ternms of the possibility for a
real estate business at the site of Bay Meadows. What
we do find interesting, though, is the racing business.
That business is a perfectly satisfactory business to
us.

The business is currently |eased to Magna
Entertai nment. They have been our tenant at Bay Meadows
for four years. Their |ease ends at the end of this
year, just as it ended at the end of |ast year. W
renewed it last year. We may or nmmy not renew it this
year. We will be prepared to operate the racing



busi ness directly with an experi ence managenent teamif
we don't cone to satisfactory arrangenents wth Magna
Ent ert ai nnent .

I woul d expect that Bay Meadows will continue
operating as a racetrack for at |east the next three
years, as | indicated, recognizing that there's sone

flux in that period of tine.

One other thing | would say that's very
inmportant. |Is that if we are granted the entitlenents
we' ve asked for, the entitlenments we' ve asked for would
entail a 20-year devel opnent agreement with the City of
San Mat eo.

What that means is we would not be forced to
devel op the land i mmedi ately but we woul d have a 20-year
peri od over which we could choose to start the
entitlenents. So there's every prospect that Bay
Meadows wi Il be here for a very long tine.

In the nmeantinme, for exanple, we have
participated and conmitted mllions of dollars to the
passage of the slot machine initiative that nmany of you
may be aware of. We' ve spent tens of mllions of
dol | ars upgradi ng Bay Meadows. We have, | think, one of
the finest tracks, jockeys and so forth and we put
capital in this facility regularly.

So | would just hope that -- you mentioned you



woul d get an update from Magna on Bay Meadows. Fee

free to do that. But here as well, we're the owners,

I m general partner, and happy to talk to you at any
time and glad to conme back at any tine. And we | ook
forward to having a continuing ongoing relationship with
t he CHRB.

CHAI RMAN HARRI'S:  Any questions of Terry.

VI CE- CHAI RMAN LI CHT: | have a genera
guestion for Roy. |Is there anything to stop any rule or
| aw that woul d stop soneone el se or Magna asking to race
the traditional Bay Meadows' dates to be run at Gol den
Gate in the next year? |In other words, if Magna could
not make a deal with Bay Meadows, could sone outsider or
Magna ask to race those dates at Gol den Gate?

EXECUTI VE DI RECTOR WOOD: Yes, they coul d.

CHAI RMAN HARRI'S: No one really owns the dates
as | understand it. Anybody could race anypl ace any
time that there is racing allowed in the northern zone.

MR. FANCHER: Again, Terry Fancher. | would
just say you should certainly expect that you will see
us, Bay Meadows Land Conpany, working through an
operating team and conti nue operating Bay Meadows next
year if we don't for sone reason enter into an
arangenent w th Magna.

We've al so entered into a cooperation



agreenent with Magna that prohibits them from taking
steps to damage future racing at Bay Meadows and | woul d
view an effort by themto consolidate races at Gol den
Gate in prohibition of the cooperation agreenent that
they have entered into with us.

CHAI RMAN HARRI' S:  Just to clarify things, too,
Roger, | think a side issue would be could soneone
operate a race at a fairgrounds? | think fairs are
limted to how many racing dates they could have as |
understand it. But sone third party could | ease that
facility, such as Capital is doing with Cal Expo, and
conduct a race neet in a northern zone.

EXECUTI VE DI RECTOR WOOD: That's right. There
could be an alternative.

MR, DARUTY: Scott Daruty with Magnha
Entertainnent. |'mhere today just to stress to the
board Magha's commitnent to year-round live racing in
Northern California. W' ve talked a |lot this norning
about ADWand | understand that's a new and grow ng and
i mportant part of our industry, but at its core our
i ndustry is about live racing, it's about facilities
like this and bringing fans out to see the horses run

I don't stand here and pretend to have all the
answers as to how this puzzle is going to be worked out
but | can tell you that Magna is committed to spending



the resources and the noney and time necessary to nmake
sure we have year-round racing in Northern California on
a long, long-term basis.

This facility obviously is one piece of that
puzzle and we're going to continue to inprove it and
upgrade it and nake it the best it can be.

As M. Fancher indicated, there's a great
likelihood that racing will continue at Bay Meadows in
the future and we have every intention of negotiating in
good faith with M. Fancher's organization to reach an
agreenent.

But our viewis he's a very successful rea
estate entrepreneur and is very good with what he does
and we think at sone point he will be successful in his
entitlenents so we're naking alternative arrangenents.

We bought decent |land in Di xon and we're going
t hrough the process of having that entitled. W think
i f and when Bay Meadows is no | onger operated as a

racing facility, then we'll have an alternative in
Northern California.
Again, I'mnot sure how all the pieces are

going to fit together but we want to be a part of it,
it's inmportant to us. We have a mmjor investnent in
live racing and we want to continue to see live racing
grow and be successful up here on a year-round basis.
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I'd be delighted to answer any questions.

CHAI RMAN HARRI' S:  Can you give us a quick
tinmeline of the Dixon facility as far as where that is?

MR, DARUTY: That's a challenge. And just as
M . Fancher indicated with Bay Meadows, any tinme you're
tal ki ng about an entitlenment process, there's a |ot of
hurdles and a lot of difficulties and a | ot of
unexpected things you' re going to encounter

We think at this point it's probably a two- to
three-year entitlenent process. But, again, there's a
ot of variables in that. W have to go through the
envi ronnmental inpact report, and depending on how t hat
turns out, it could either greatly delay things or
possibly not be difficult. But, again, we're spending a
great anount of effort on noving that forward.

CHAI RMAN HARRI' S:  Any questions by the board?

MR. DARUTY: Thank you.

CHAI RMAN HARRI S:  Thank you.

MR. CORBY: Thanks for the opportunity to
speak. Chris Corby, California Authority of Racing
Fairs. Since this appears to be a general discussion
type of item 1'd just like to note a couple of matters
for the board's consideration with respect to the fairs
in Northern California.

Fairs have a major stake in racing in Northern



California. Fairs own and operate seven racetracks in
Northern California and an eighth fair, San Mateo Fair,
| eases a facility at Bay Meadows for its racing. W
have a mmjor investnent.

We're actively reinvesting in those facilities
with the back stretch i nprovenents, racing surface
i mprovenents, new paddocks at our facilities, working
hard to nake those facilities work for us into the
future.

Racing is an inmportant part of fair
activities, both froman attraction point of view and as
a source of revenues.

Raci ng has a beneficial inpact on the
conmunities in which it's conducted at fairs. There's a
good deal of seasonal enploynent. There's a whole
spectrum of economic activities that revol ves around
fairs and the racing that's conducted with fairs and
it's very beneficial to them

Live racing at fairs takes racing to outlying
conmunities where it's not really nmuch of a presence
ot herwi se during the rest of the year. Not only does
that highlight racing and carries the excitenent of
racing to people that don't see it very often,

i ntroduces racing to them it also refreshes public
interest in racing in a way that hel ps support the
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satellite network in California. Each racing fair has a
satellite associated with it and that benefits fromthe
i npact of |ive racing.

| just want to note that fairs are conmtted
to racing for the long-term W value racing and we
want you to know that. Thank you.

CHAI RMAN HARRI' S:  Thank you.

MR, PICKERING It's still good norning. Rick
Pi ckering, Al ameda County Fairgrounds in Pleasanton, and
thank you for inviting the fairs to come out today and
tal k about racing in Northern California, we appreciate
it. W would also |like to extend an opportunity to al
state conmmi ssioners to once again conme out to fair
racing in Pleasanton this sumrer.

On July 1st, Agee Callaran (phonetic), the
state secretary of Food and Agriculture, plans to visit
us at a racing fair and we hope that either you as a
board or absent a subconmittee of the board would Iike
to come back to Pleasanton and a barbecue again. CQur
new comm ssioner would like to wel cone you. Conme on up
to Pl easanton and enjoy Northern California racing.

Pl easanton hosts the ol dest one mle racetrack
in Arerica. W started back in 1848 when California was
becom ng a state. W have a very wealthy tradition of
horse-racing here in the Bay Area. | should nention



we're debt free. Al of our facilities are paid for

And we are a nonprofit so we receive no tax support from
the feds, the state, |ocal governnent, county

governnent, et cetera. So we run horse-racing w thout
subsidy fromthe public. Did | nention we're debt free?
| thought 1'd nention that again.

In addition to being the ol dest one mle track
in Arerica, we're the only track in Northern California
that trains thoroughbreds on a year-round basis. W're
the only thoroughbred training facility fairgrounds in
Nort hern Californi a.

The starts generated from Pl easanton starting
in Bay Meadows and Gol den Gate exceed thoroughbred
starts generated in Los Angeles County Fair and
(unintelligible) conmbined so that's the significance
that Pl easanton is to Bay Area horse-racing. W're
accounting for roughly ten percent and it all starts at
Bay Meadows and CGol den Gate Fiel ds.

Qur horsenmen pay us $4 a day to board horses
in Pleasanton and they still choose to board there and
run here. Which is great for the industry. | nentioned
we' re debt free

Sol ar energy, as a nonprofit, we're the
| ar gest generator for solar energy in the nation.
Conmmi ssi oner Licht |ast year chaired the board, took



sonme photographs with us when we turned on one megawatt
of solar energy and the predom nance of the solar panels
were on top of the horse barns. W' ve renovated our
barns. W have 700 cinder block stalls. Qur stalls are
not metal. They're not wood. They're not falling
apart. They all have brand new roofs on themthat help
generate sol ar energy as wel |

We al so have a 40,000 square foot indoor
covered riding facility during the wintertime so our
horses are definitely babied and panpered. And speaking
of babies, | think we're also the Northern California
sale site for the upcom ng yearling sale in Septenber.
So we appreciate that. W've been doing two year old
sal es and yearling sales.

We had currently designed a turf track, we'd
i ke soneone else to step forward to help pay to build
it. W'll see if anybody is coming up or not.

Qur golf course contract is conming to the end
of a 30-year |ease. W' ve gone out to conpetitive bid
and the new contract, we hope to award it in the first

week in April, we'll have a stipulation that if the turf
track cones into the future we have rights to do that so
it will supersede the new golf course contract.

On the issue of staying in the business, the
Pl easant on Fai rgrounds and the park has put forth a



pi ece of legislation that will allow fairs in Northern
California to run horses 28 days instead of 14 days
which will give you as the board nore authority to nove
dates around shoul d you need to nove dates, should you
need to take pressure off Bay Meadows or even Gol den
Gate Fields in the wintertinme. The thoroughbred owners
seened to support that legislation. That |egislation
was actively opposed by Magna.

So the question was asked if we take sone of
those dates and nove themto a fair in Northern
California, currently it's a fair that's limted to 14
days, | can take -- | can allow another fair to run in
ny facility under contract and we've nade that offer to
Stockton, to San Mateo and to Vallejo to run their race
nmeets in Pleasanton on a 50/50 split of expenses and
revenues. So we're not trying to take noney from anyone
that (unintelligible) but we are committed to training,
we're in the business. W have the freeway access.

We have given up 15 percent of our race days
over the last ten years. W have given up 15 percent of
our race days over the last ten years. Did | nention we
were debt free? Oher than that, we're in the business.
We're in the Bay Area housing market. We're at the
corner of two of the great freeways in the Bay Area.

And | appreciate your patience in having us here today.



We're not going away. W don't have a group
of investors. We're here so we can take pressure off
training, we can take pressure off |ive raceways.
Unfortunately | think there will be those who will put
pressure on us to run fewer days in the future.

(Short break.)

CHAI RMAN HARRIS: We're ready to resune.

Pl ease take your seats. Okay, we're going to hear from
Jim Mbore from Santa Rosa. Sonoma County | guess.

MR. MOORE: My nane is Jim Mwore, |I'mthe
manager at the Sonoma County Fair in Santa Rosa. And
can't say that we're debt free but we do have nore
assets than we have debts so we're in good shape.

Anyhow, 1'd just like to nention, |like Rick
and the Al aneda County Fair, we're very proud of our
racing programin Santa Rosa. | think you should al

come there at sone tinme and experience Santa Rosa.
know M. Harris has but Santa Rosa does have a
conpletely different feeling than you get at nost
racetracks. | nean, it always has been a favorite of a
horseman, certainly a favorite of ours.

| do want to nention that of course we're in
the business to stay in business. W'I|l be there
forever. But we are on the formal announcenent what you
have probably already heard but in the next couple of



weeks we'll begin pushing dirt to build a new turf track
in Santa Rosa. One of the mmjor inprovenents in the
raci ng business in Northern California that we haven't
seen in a while. But we're doing this.

I want to nention we're doing this to raise
the level of racing in Santa Rosa. W're not trying to
take anybody el se's dates as it's been passed around
some in the industry. W just intend to nake racing
better in Santa Rosa.

We think that if we're going to stay in the
raci ng business, then we're going to do it right. And
if we do eventually sone day get sone extra days, that
will be good, that will be a bonus, but that's not why
we're nmaking this big investnent at this time. W're
doing it for the industry, for our fans up there in
Santa Rosa and anybody else in the Bay Area that wants
to come and experience our racing.

But that's what we all had to say. Just want
to let you know we're just as proud of our place as
M. Pickering is of Al aneda.

CHAI RMAN HARRI S:  Thank you. And Santa Rosa
does have a special flavor to it. | comrend you for
that turf course, it's going to be a big addition for
Northern California racing. Any other comments on this
overall Northern California racing issue? Do the



horsenmen -- they don't really care where they race, do
they? |'mjust Kkidding.

Does CTT or TOC have any feelings on the
future of Northern California racing?

MR, DOHERTY: Charlie Doherty (phonetic),
California Corporate Trainers. Obviously there's
growi ng debates as to where we possibly may be running.
And one of the things that |'ve comritted to the people,
to the trainers of Northern California, that we're going
to be putting together a group of trainers to sit down
and anal yze the positives and negatives of sw tching
venues or whatever and really come up with what we fee
woul d be a conplete gane plan as to what woul d best
utilize racing in Northern California.

But obviously we're -- you know, whatever
happens is who has dates where, but we would like to
have a voice in the say.

CHAI RMAN HARRI' S:  Obvi ously you have a big
voice and | think you need to express yourselves and
really do the research to determ ne what the best
formats are.

MR, DOHERTY: We will do it. Thank you.

MR. VAN DE KAMP: John van de Kanp, TOC.
We're very supportive of Northern California racing and
obviously we want to see tracks that are safe dealing



with the weather conditions and certainly | ook forward
to discussions with the new conmittee on racing dates
for the comng years. But we need to keep it live and
viable and | think it's great news what they're doing up
in Santa Rosa.

EXECUTI VE DI RECTOR WOOD: M. Chairman, | just
want to renm nd everyone that this year we're going to
start the race dates process a little earlier. CQur
first schedule race dates neeting is April the 8th, it's
going to be at Cal Expo in Sacranmento. And our new race
dates committee is nmade up of Chairperson Cheryl
Granzella and Marie Mretti.

We've sent out a letter to the association of
horsenmen to ask for your input for the race dates for
2005. So we're going to start off a little earlier this
year, first neeting being April the 8th in Sacranento.

CHAI RMAN HARRI' S:  And one issue there, too. |
urge everybody to take a | ook, you know, and the old
definition of insanity is doing the same thing over and
over and expecting different results which is kind of
what we've done with racing. But maybe it's the best
format we have and we've been inpacted by a | ot of other
different issues. But there are a lot of different
st akehol ders in racing, |abor, and owners and trainers,
but we want to give the fans what they want and what we



can do legislatively to best mexim ze the revenue com ng
in.

So it's a big task and the state committee has
but | think they would appreciate any input. And sone
of you could tal k anongst yourselves, too, and try to
wor k out sonme of the things that are sonetines
contentious and it will be a better help.

So | conmend the dates committee, Sheryl
Granzella and Marie Mretti, for the work they have
ahead of them And what happened to that study we were
going to do? | thought there was a study that was going
to take a look at this and that seened to have --

UNI DENTI FI ED SPEAKER: M. Harris, the study
isin adraft formright now. | believe the working
group committee will probably have a neeting regarding
that. At sone point we'll work with the group, the
researcher duty nmen, and we will have a finalized study
rather shortly. W do have right now a draft executive
summary that | have given to the race dates comittee
and we will be discussing that |ater

CHAIRMAN HARRIS: | think it would be good if
the rest of the participants saw that also so they could
see what sort of conclusions they drew

UNI DENTI FI ED SPEAKER: | think very soon that
wi |l be public know edge or common know edge, yes.



There are sone very interesting points and they'll be
di scussed at the series of race dates comittees, | can
assure you.

CHAI RVAN HARRI S:  Any other conments on this
overall Northern California racing issue? W'Il|l nobve on
tol think it's the final itemis the staff report on
the foll owi ng concluded race neetings. On Capito
Raci ng.

UNI DENTI FI ED SPEAKER: Yes, Conmi ssioner, this
mont h we have the one report on Capitol and we have a
summary page, obviously a huge increase in account
wagering and in the second year we expect that to
i ncrease another ten to 20 percent this year. Overal
the handle was up -- with ADWour handl e was up al nost
three percent, on track down, off track up pretty good.
So this standard m x of ups and downs here, but if you
have any questions, we can certainly address them

CHAI RMAN HARRI'S:  Any issues here with
Capitol ?

UNI DENTI FI ED SPEAKER: Thank you.

CHAI RMAN HARRI S:  Any committee reports?

VI CE- CHAI RVAN LI CHT: We had a neeting |ast
nmonth. When | say we, nyself and Conmi ssioner Al an
Landsburg. As you can see fromthe agenda the nenbers
of the conmittee have now changed, it's now a three



person comrittee. Everything that we covered has
al ready been covered in nore detail here today.

There was a -- there were some nenbers of the
publ i c expressing dissatisfaction with the Xpress Bet
product, principally again dissem nation of the product
in television. Comissioner Landsburg was very adamant
about his position that the signal should be shared
anong all the different ADW in California, that what's
i nportant here -- that what's inportant is the public's
right to see the product and that matter was di scussed
again at that neeting.

O her than that, everything has been di scussed
here al ready.

CHAI RMAN HARRIS: We'll npbve on to genera
busi ness. Any conmuni cations, reports or requests for
future action by the board? Anything new?

Okay, next, old business. Which are there any
items that were brought up by the board that anybody
would like to revisit? GCkay, thank you all for being
here. We thank Golden Gate for hosting this. And we'l
see you at the next neeting in April at Hollywod ParKk.

(Wher eupon the neeting concluded.)

---000---
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