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I NGLEWOOD, CALI FORNI A; THURSDAY, APRIL 24, 2003

9:30 A M

EXECUTI VE DI RECTOR WOOD: Good nor ni ng,
everyone, and welcome to a regularly schedul ed
neeting of the California Horse Racing Board. This
nmeeting is being conducted on Thursday, April the
24th; and we're in the casino area of Holl ywood Park
Racetrack in Inglewod, California.

Present at today's neeting are
Chai rman Roger Licht, Vice-Chair John Harris,
Commi ssi oner Sheryl Granzella, Comni ssioner Al an
Landsburg, Conmi ssioner Marie Mretti, and
Conmi ssi oner John Sperry.

Before we begin with this norning's
meeting, | would respectfully request that, if you
give testinmony to the Board today, you specifically
state your name and your organization for our court
reporter. |f you have a business card to provide
her, that would be nost hel pful.

Also if you speak into the m crophone,
pl ease get close to it because we do have a little
audi o problemw th some of the speakers. So pl ease
speak clearly into the mcrophone. Put it close to

your mouth, like I'mdoing right now
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So with that, I'd like to turn our
nmeeting over to our Chairman, M. Roger Licht.

Excuse me. M. Bianco is not here. |
m st akenly quoted him as being here. But he's not
here at this time. He was here yesterday and |'m
sure he'll be here shortly; so pardon ne for that.
So let the record show that Conmi ssioner Bianco is
not here.

CHAI RMAN LI CHT: Good norning, everybody.
We'll start with Item Nunber 1 on the agenda, the San
Joaquin County Fair application.
MS. WAGNER: Good norni ng, Conmm ssioners.

Jacki e Wagner, CHRB staff.

The application that's fromthe San
Joaquin County Fair -- they have filed their
application to race fromJune 11 through June 22, for
ten days, which is the sane nunber of days they raced
in 2002. They have proposed to race a total of 104
races, which is the sane that they raced in 2002.

There will be racing five days a week,
Wednesday t hrough Sunday, with 10 races per day the
first week. During the second week, they will have
10 races per day on Wednesday through Friday and 12
races on Saturday and Sunday. Their first post tine

is proposed for 12:45 P.M, with a 3:15 post tinme on
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Fri day.

They will be utilizing CHRB-wagering
rules. We have missing fromthe application the fire
cl earance and the name of the assistant clerk of
sal es and the stewards' aides. And we have received
the horsenmen's agreenent.

Staff would recommend that the Board
approve the application contingent upon us receiving
the missing items.

CHAI RMAN LI CHT: Any comments from any of the
commi ssi oners?

(No audi bl e response.)

CHAI RVAN LI CHT: From the public?

(No audi bl e response.)

CHAI RVAN LI CHT: How about a nmotion to approve
San Joaquin County Fair's application?

COWM SSI ONER LANDSBURG: | neke the npotion.

CHAI RMAN LI CHT: Moved by Conmi ssi oner
Landsburg.

COW SSI ONER MORETTI: | second the notion.

CHAI RMAN LI CHT: Second by Conmi ssi oner
Moretti.

Al in favor.
BOARD MEMBERS' VO CES: Aye.

CHAI RVAN LI CHT: Opposed?
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(No audi bl e response.)

CHAI RVAN LI CHT: Passed unani nously.

The application from Al aneda County
Fair for their neet.

M5. WAGNER: Jacki e Wagner, CHRB staff.

COW SSI ONER LANDSBURG.  Cl oser, Jackie, to
the m ke, please.

MS. WAGNER: Jacki e Wagner, CHRB staff.

The Al ameda County Fair has filed its
application to race from June 25 through July the
6th, or 11 days, which is the same nunber of days
they raced in 2002. They're proposing to race a
total of 120 races, which is also the sane that they
raced in 2002.

They will be racing Wednesday t hrough
Monday the first week and Wednesday through Sunday
the second week, with 10 races per day on Monday,
Wednesdays, Thursdays and Friday, June 27th. And
they will be racing 12 -- they will be having 12
races on Friday, July the 4th, and on Saturdays and
Sundays.

Their post time is proposed for 12:15
P.M They also will be utilizing the wagering
program usi ng CHRB rul es.

Fromthis application, we have m ssing
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the fire clearance, worker's conpensation, and the
name of the fitness vet and the paddock judge. W
have recei ved the horsenen's agreenent. Staff would
recommend that the Board approve the application
contingent upon us receiving the nmissing itemns.

COWM SSI ONER MORETTI :  Jacki e, what is needed
to get the worker's conpensation agreenent?

MS. WAGNER: We just need a copy of that. At
this point we have not received that.

COW SSI ONER MORETTI: Is there any thought
that you won't get it? | mean is it in the process?

MS. WAGNER: They're -- we're in the process.
We' ve al ways received that fromthis fair

COW SSI ONER HARRI'S:  Yeah. Some of those
things, | think we really need to nake sure we get
in. | nean | guess we need to check and the parties
that are responsible need to get themin because it's
frustrating. There's always sonething out.

EXECUTI VE DI RECTOR WOOD: M. Harris, all the
items that are shown as mssing in the presentation
this morning on all the race applications are
verified as received by the staff before the race
neets start.

If, for sone reason any of those

docunents are not in, we diligently go to the phone
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and nmake sure we get those before they start racing.
So this is quite a time-out before the neet starts.
It's part of the application process, but we would
not let one -- a neet start w thout naking sure all
t hose docunents are in.

COW SSI ONER HARRI'S:  Yeah. | realize that.
And it's not -- I'mnot really picking on this
particul ar application. But it seens |ike a |ot of
t he applications have things out. And it always
seens to ne |like some of the applicants -- not
necessarily this one -- but, in general, oftentines,
think that it's not really that inportant to get
everything in.

MR. BLONIEN: Chairman and the Menbers --

COWM SSI ONER LANDSBURG.  Get cl oser.

MR. BLONIEN: | don't --

AUDI ENCE MEMBER: It's not on.

MR. BLONIEN: It's not on. Well, | don't
really need a m ke anyway. Now it's on.

M. Chairman and Menmbers, Rod Bl oni en,
representing the Alameda County Fair. Wth respect
to our worker's conp insurance, we have a policy
currently in effect, but it expires at the end of
May. So we need to get a new policy in place. And

we will do that before the neet.
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And so, even if we provided you with
what we have now, it wouldn't be neani ngful because
it will have expired before we have openi ng day.

In terms of the fire clearance,
generally that's obtai ned about 30 days before the
nmeet begins. And we certainly will have that.

Hor senen's agreenent is in place. And we would
respectfully ask for your approval.

Wth your indulgence, I would like to
i ntroduce the Vice President of the Al anmeda County
Fair Board who happens to be here today. M. Tony
Macchi ano.

MR, MACCHI ANO. Thank you. And it's a
pl easure being here in front of all of you, checking
out the process and knowing a few of you. So it's a
great pleasure to be here today.

CHAI RVAN LI CHT:  Well, we |look forward to
having a neeting up at Pl easanton, our next Board
nmeeting, and hopefully all the -- the entire
California horse racing conmunity will get an idea of

how i nportant the fairs are to our racing and so

forth.

MR. MACCHI ANO:. Exactly. And we're very
excited about you comng up. So we'll be ready for
you.

10
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COW SSI ONER HARRI'S:  As | recall, Pleasanton
is the oldest track in California, |I think, that's
still --

MR. MACCHI ANO  Yes, it is. Yes.

COW SSI ONER HARRI'S:  -- operating. And |
think actually both Pl easanton and Stockton have had
a long heritage in racing. Stockton just put out a
book of their history, which goes way back. But it's
really interesting, back in the m d-1800's, there was
active horse racing in both Pleasanton and Stockton.

MR, MACCHI ANO Well, it's nice neeting
everyone. And thank you very nuch.

CHAI RMAN LI CHT: Get those corn dogs ready.

MR. MACCHI ANO. It's chicken now.

CHAI RVAN LI CHT: Okay. Who would like to get
up a notion to approve the Al aneda County Fair
application subject to, obviously, the worker's conp
i nsurance certificate?

COW SSI ONER GRANZELLA: So noved.

CHAI RVAN LI CHT: Moved by Conmi ssi oner
G anzel | a.

COW SSI ONER LANDSBURG.  Seconded.

CHAI RVMAN LI CHT:  Second, Conmi ssion Landsburg.

Al'l in favor.

BOARD MEMBERS' VO CES: Aye.

11
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CHAI RMAN LI CHT: Opposed.
(No audi bl e response.)

CHAI RMAN LI CHT: It's unani nously passed.
[tem 3.

MR. REAGAN: Are you going to read the --

CHAI RVAN LICHT: ©Oh, Item3 -- Cak Tree's
application to utilize the anended or to use the ARCI
rul es specifically for Breeders' Cup rule, those
bei ng the future wager rule and the match-rival rule.

MR. REAGAN. Good norni ng, Commi ssioners.

John Reagan, CHRB staff.

As you know, Conmmi ssioners, the
Breeders' Cup organi zation plans these events well in
advance. They work hand in hand with the racing
associ ation, and they've been doing that with QGak
Tree. They have determned at this point that, for
Breeders' Cup at Gak Tree this year, they would Iike
to offer the future wager and the match-rival rule.

O course, we've done the future wager
in California before. And as indicated in the
package, there will be periods in the future here,
prior to the Breeders' Cup, in which various races
will be available for the future wager

The racing associations in California

have worked well|l together in the past. The |ast few

12
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years with the Kentucky future wager, in that the
opportunities for this future wager to take place,
are actually not at OCak Tree but prior neets. And
then, finally, the payoff is made at the GCak Tree at
the Breeders' Cup.

And they've all coordinated together
And t he noney has been noved around properly, through
the "money roons," and everybody's been taken care of
very well. So that's worked very well. | think we
can certainly do that again.

"The match-rival rule" is this new
wager they put together |last year called the "head to
head." And that's kind of an extra pool on given
races in which feature horses are proposed as kind of
a match race within a race. And | think it went over
fairly well for its first year. And, of course, this
will be the second year; and we'll have to see how
t he action conti nues.

So if you have any questions, | can
answer what | can and M. Ken Kirchner of the
Breeders' Cup is here if you have additiona
guestions. O herw se, you can approve or not.

CHAI RVAN LI CHT: Coul d you go through the
takeout on that and howit's allocated on those bets.

MR, REAGAN: Well, the future wager and the

13
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match rival -- they are California pools. And we
will use the appropriate California takeouts and
distributions for those wagers.

CHAI RMAN LI CHT: For the exotic -- they're
exotic take?

MR, REAGAN:. Yes, sir. For a thoroughbred
nmeet, we're tal king 20.18.

CHAI RMAN LI CHT: And the noney is then
allocated as if it were a regular bet? 1In other
words, if sonebody makes a bet at Bel nont on a
Kentucky Derby future book, our take is the sane as
what? | nean howis it allocated?

MR. REAGAN: Well, in the case of a California

wager, we put that in our pool and distribute it as

normal. |If we're tal king about an out-of-state
wager -- that person's wager is made in sone other
state -- it's put into our pool and calculated with

the pool. And they get the same payoff as the
Cal i f or ni an.

In terms of the distribution of that,
there's a fee that we would charge to New York -- 3
or 4 or 5 percent to participate in the pool. W
keep that portion distributed between the State, the
horsenen, and the track. And the rest would go back

to the other jurisdiction, in this case, New York.

14
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CHAI RMAN LI CHT: The sane way as if sonebody
bet $2 to win at Bel nont on one of our Santa Anita
races or sonething?

MR. REAGAN. Correct. Correct.

CHAI RMAN LI CHT: So how does Breeders' Cup --
how about Breeders' Cup's participation?

MR, REAGAN: Well, without going into too nuch
detail of the arrangenent between Cak Tree and
Breeders' Cup, Breeders' Cup does take a percentage
of the action on that day. Yes.

CHAI RMAN LI CHT:  Ken

MR. KIRCHNER: Yes. Ken Kirchner with NTRA
and Breeders' Cup. Just to correct one point that
John said -- both the future bet and the head-to-head
wagers -- the match rival -- are win bets. So they
woul d apply at the 15 percent takeout rate as opposed
to the exotic 20 percent rate.

COW SSI ONER HARRI'S:  On the match rival bet,
does a horse have to win? O could one horse finish
11th and one 12th and the 11th one would w n?

MR. KIRCHNER: That's correct, Commi ssioner
It's one horse versus the other. And whether it's
11th or 12th or 1st and 2nd, as |ong as one
out fini shes the other

COW SSI ONER HARRI S: If one scratches, would

15
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t hat be --

MR, KIRCHNER: Yes. W would refund any nobney
at that point. Last year we had "Sky Mesa" scratched
the day before the race, in which case we sinply
cancelled the match rival bet for that race

Last year we did about $770, 000,
$110, 000 per race, on each of the head-to-head
wagers. So it was fairly popular. And one of the
better benefits was it created a great bit of
publicity. 1t gave the rider something new to focus
upon. And it nmade a very sinple bet for new fans.

COW SSIONER HARRI'S: It |ooks like -- we |ike
the concept. | think one of the problens is, even
with a 15 percent takeout, payoffs aren't going to be
too good because you only have two bet agai nst each
ot her.

MR. KIRCHNER: No. That's correct. | would
make it anal ogous to a sports bet where you're
betting 11 to win 10. This is simlar in that
concept .

CHAI RVAN LI CHT: John, is it clear that it
shoul d be the win rate and not --

MR. REAGAN. Absolutely. Absolutely. |
apol ogize. And | thank M. Kirchner for correcting

me on that. But these are sinply win pools. And in

16
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California, that's a 15.43 takeout for a
t hor oughbred. Absolutely clear

COW SSI ONER LANDSBURG. |Is there any way to
see the flow of betting on it?

MR. KIRCHNER: Yes. For both the future bet
and the head-to-head, we will have updates as the
tote updates the odds during the course of the
betting pattern.

COW SSI ONER LANDSBURG:  But, of course, a
future bet would sinply appear on the tote board as
the betting opens for it, would it not?

MR, KIRCHNER: Yes. During the three-day
periods that we're | ooking at for the future
wagering --

COW SSIONER HARRI'S:  In the future bet,
though, if a horse is scratched, you | ose, basically.

MR. KIRCHNER: That's correct. | nmean if it's
scratched during the period in which the betting is
open -- say, he gets injured or sonmething -- we would
i medi ately suspend betting on that horse.

COW SSI ONER HARRI'S:  Yeah. ' Cause that's one
of the sort of tricky parts of these future bets --
like, why is sonebody betting on a horse that has,
you know, basically been scratched but nobody knows

about it except sone people.

17
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MR, KI RCHNER

CHAI RVAN LI CHT:

Any oth

Yeah.

Thank you.

er conments from anybody --

public or the commi ssioners?

(No audi bl e response.)

CHAI RVAN LI CHT:

Tree's request?

COWM SSI ONER SPERRY:

CHAI RMAN LI CHT: Moved by Conmi ssi oner

Second?

A noti

COWM SSI ONER MORETTI :

CHAI RVAN LI CHT:

Moretti.

Al in

BOARD MEMBERS'

on to approve Qak

So npved.

Second it.

Second from Conmi ssi oner

favor?

VO CES:

Aye.

CHAI RVAN LI CHT: Opposed?

(No audi bl e response.)

CHAI RMAN LI CHT:

It is

passed unani mously.

Sperry.

Next is Oak Tree's request to suspend

our rule 1606 and 1691 regardi ng col ors, nunbers,

t he jockeys'

MR, REAGAN: Ye

Comm ss

S, Sir.

i oners,

right to advertise during Breeders

in addition, 1'd |

and

Cup.

ke

to say 1606 has to do with the coupling of horses;

and 1691,

t he col ors,

nunbers,

and adverti sing.

Once

18
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again, we have a situation where a Breeders' Cup has
certain ways they like to take care of business with
runners coming fromall over the world.

They want to meke sure that everybody
can participate and kind of on a level playing field
in terms of the rules. So as they go fromstate to
state, there's a few adjustnents they have to nake
every year.

And in this case, these are the two
rules they've identified in California that they
woul d ask you to waive on Breeders' Cup Day so that
they can keep the programfairly well consistent. W
think that's a good idea. In the past this has been
done, and we haven't experienced too many probl ens.

CHAI RMAN LI CHT: Have the jockeys been
contacted about this? Are they aware of this?

EXECUTI VE DI RECTOR WOOD: M. Chairman, |
spoke with the Jockey Guild quite extensively about
this not only this week but into the negotiations and
di scussions in the rul e-maki ng process of the
advertising regulation that we created.

And they're well aware of this
suspension. The guild has no -- supports this
suspensi on for one day under the condition it's only

going to be for one day. And so | can tell you that

19
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t hey' ve been contacted and this issue has been
di scussed with themin detail
CHAI RMAN LI CHT: Any comments from anyone on
this?
(No audi bl e response.)
CHAI RVAN LICHT: 1'd like to have a notion to
approve this -- these two rul e changes.
Make the nmotion?
COWM SSI ONER Bl ANCO:  So noved
CHAI RMAN LI CHT: Mved by Conm ssi oner Bi anco.
COW SSI ONER LANDSBURG.  Second.
CHAI RMAN LI CHT: Second, Conmi ssion Landsburg.
Al in favor?
BOARD MEMBERS' VO CES: Aye.
CHAI RVAN LI CHT: Opposed?
(No audi bl e response.)
CHAI RMAN LI CHT: Unani nously passed. Both
rules will be suspended for Breeders' Cup Day only.
The next itemis the discussion of
advertisenments for California residents to nake
wagers through offshore out-of-state wagering sites.
And | think we're -- this discussion really is not --
does not pertain to people who are authorized to
receive simulcast signals but rather to unlicensed

sort of booknakers, | guess we'll call them

20
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John?

MR. REAGAN: Conmi ssioners, this has been a
| ong- standi ng di scussion, strong feelings on both
sides. At the Pari-Mituel Comrittee yesterday, it
was discussed briefly. And | understand that today
we have M. Hayward fromthe Daily Race Form that
perhaps wants to say a few things to the Board but,
overall, all an interesting discussion.

CHAI RMAN LI CHT: Thank you.

Yes. W have M. Hayward here today,
the president of Daily Racing Form We'Il start with
him There have been sonme just ongoi ng di scussions
bet ween menmbers of the Board and M. Hayward
regardi ng the advertising.

And not to preenpt him but basically
the issue, so everybody understands, is that the
Racing Form feels that their rights to advertise
t hese bookmakers are protected by commercial free
speech and that they are providing such a significant
service to the industry by their expanded coverage --
and anybody who's seen the Racing Formin the --
versus the Racing Form of ten years ago knows it's a
much better product both for the wagering person and
al so for just sonebody who's trying to follow the

sport.
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And though the Racing Form feels that
it could not provide this kind of service to the
i ndustry if it were not for these ads, the inportant
thing to keep in nind that these ads are not for
anybody who contri butes one cent to not only
California racing but racing in general

These are essentially booknmakers that

fill the Racing Formwith full-page ads.
John.
COW SSIONER HARRIS: 1'd like to expand a

little bit on this. The bookmakers are obviously
concerned, but | think it's nore than just
bookmekers. 1t could be an ADW provider that is
commingling but is not licensed to do business in
Cal i fornia.

And | think it's inmportant that, if
sonmeone's in that business, that they cone to the
Board and becone licensed if they're going to dea
with California residents. |If they're not, it
doesn't really matter. But if ads are ainmed at
California residents, even from people that are
commi ngling, that would be -- | would consider them
to be illegal

CHAI RMAN LI CHT: And al so one of the

incongruities -- and | think we need to discuss this
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too -- it's ny understanding that these |egal shops
that receive the sinulcast signal and commingle their
pools are not allowed to adverti se anywhere by virtue
of their contracts with the various racetracks.

And obviously the racetracks have sone
control over these people because they have
contractual relationships with them They have no
rel ationship with the bookmakers; so they have no
control, except there have been sonme people in the
i ndustry who have stepped forward, probably nore than
this, but I know of California Marketing Conmittee
and Hol | ywood Park have stepped forward and agreed
not to advertise on any radi o show that takes ads
from any of these offshore booknakers.

And | would hope that -- and | don't
know whet her Santa Anita has the sanme policy or De
Mar -- but | would hope that they would as well --
and Cak Tree.

Charl es.

MR, HAYWARD: Good norning. M nane is
Charles E. Hayward. |'mthe president and CEO of the
Daily Racing Form | appreciate the opportunity to
be here and speak with you.

Just quickly, what I'd like to try and

acconplish in a very few mnutes is just give you
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sone background on nyself; on the Racing Forn our
relationship with California, which we think is a
very good one, an inportant one; talk a little bit
about the legal issue, what our perspective is on how
it relates to that; and then tal k about the financia
i ssues and the inplications of that.

And |'m sure you'll have sone
questions for ne. Obviously feel free to interrupt
at any tinme, or we can talk and entertain questions
afterwards.

As far as nyself goes, | have -- ny
busi ness background has been as a book publishing
executive. | was in the book publishing industry for
25 years. M last job was the president and CEO of
Little Brown and Conpany, which is a $200 mllion
book publishing conpany that's owned by Ti ne-Wrner

I've been a licensed horse owner in
the State of New York since 1985. | was a menber of
the New York Raci ng Associ ation Board for five years.
And | only left the board because | resigned when
took my position as president and CEO of the Daily
Raci ng Form 'cause | felt that was a conflict of
i nterest.

|'ve been a big fan of California

racing. | counted up in nmy head. |'ve been to about
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alittle over a hundred racing days here in
California, virtually all the tracks, except |'ve
m ssed sone of the fair tracks. | was here, right
here, in Hollywod Park in 1984 for the origina
Breeders' Cup race. And |I've been a very conmitte
and devoted racing fan.

As far as ny involvenent with the
Racing Form | becane president and CEO i n January
2000. One of the first things that we did just --

yes; this is a commercial -- one of the first thin

d

of

gs

that we did is we had a relationship with the CTBA,

where we took a paid ad fromthem and they were ab
to wite their own col um.

And it only ran here in California.
So there wasn't really any California breeding
coverage of any substance anyplace else in the
country. We went and net with the CTBA board. An
suggested that we appreciated the advertising, but
wanted to take control of that back

We agreed to provide weekly breedin
coverage. And not only did that breeding coverage
run in California, it ran across every paper of th
Dai ly Racing Form across the U.S. and Canada.

And subsequent to that, | think our

relation with the CTBA has inproved dranmatically.

l e

d we

we

g

e

We
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were a big fan and supporter of the "Sunshine
MIllions," which | know was controversial wth
certainly a lot of our custoners. But | think
anybody that owns a Cal-bred will agree it was a
great day in racing for Cal-breds.

Here in California, we have nore
writers covering the tracks and the circuits then we
have in literally any other venue. W've got four
very talented people here in Southern California, one
in Northern California.

|'"'msure you don't always agree with
everything they wite. | don't always agree with
everything that they wite. But | think they do a
dar ned good j ob.

We al so work very hard in our business
rel ationships with the track. | see a lot of track
executives here in the audience. And our
rel ati onships with each one of those, including our
relationship with CARF, is inportant and one that
we' re devel opi ng.

Moving on to the | egal aspects, Roger
was right. W have a legal opinion on this. [|'m not
a lawer. And |I'd be happy to have our lawer in
touch with sonebody. But basically commercial free

speech is covered and recogni zed by the Suprene Court

26



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

as having First Anmendment protections. And, in fact,
in a press release that was put out, that the CHRB
put out in, | think, February of 2002, they cited a
statute -- 1084-A -- as being -- dealing with this
speci fic issue.

In that statute, newspapers were
actually exenpted from any coverage. So | also would
just share with you -- | went in and pulled down from
some web sites -- this was a page from USA Today,
Gannett Publishing Conpany, probably the nopst
m ddl e- Anmerica nedia conpany that there is. This is
a page from CBS Sportsline. | don't need to tell you
who CBS is.

This is a page from The Sporting News.
This is a page fromone of the |argest baseball sites
call ed "Rotoworl d" (phonetic). These pages all have
advertising for sports betting. So their |ega
counsel has conme to the same concl usion regarding the
| egal aspects of that.

And al so, just as another sinple
matter, as you know pari-mnmutuel wagering is not
licensed and legal in every state in the country.

But we can sell our Racing Formin any state of the
country, whether pari-nutuel racing is legalized or

not .
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Now I'd like to talk a little bit
about the financial aspects of the offshore
advertising and sone of the dynamics of it. It
really breaks down to two types of offshores, which
Roger really alluded to. The very big ones and the
bi ggest one and the only one I'mdirectly famliar
with is a conpany called RGS

They're based in Saint Kitts. In
2002, they handled $564 mllion of just horse racing
wagering. And they only take horse racing wagering.
Ironically, it was started by a gentl eman naned
"Curt -- Kirk Brooks" (phonetic), who some of you may
be famliar with because he was one of the race book
managers in Las Vegas that started rebating a nunber
of years ago

And | know California had a very
extended issue with that. And it certainly wasn't
unpl easant -- it wasn't pleasant. That's the
gentl eman who's running RGS. They do bet into the
pools. And they do provide what they cal

"dividends," what | would call "rebates,” of up to 10
percent to their high-volune custoners.
And Roger was correct in that regard.

These fol ks do know adverti si ng.

Now, then, to the other category of
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of fshores, which are the ones that we're tal king
about here. And Roger was also correct. All the
peopl e that advertise in the Daily Racing Form do not
bet in the pools.

And, you know, that's sonething that |
have to face directly. | will say to you that,
though, it's ny very strong belief that what those
advertisers are looking for is sports-betting
custoners and not horse racing customers.

The reason | say that is our biggest
advertiser is a conpany called SGB dobal. And they
put limts on, as all those fol ks do, on every wager
that they take. And the maxi mum payoff that they
will pay on any bet -- win, place, show, exacta,
trifecta -- they don't take Pick 6 wagering -- the
maxi mum payout is 50 to 1

And | can tell you | don't believe
there's a serious bettor that would bet into a book
that was only going to pay '"em50 to 1 on an exacta.

We had four nmmjor advertisers in
of fshores |l ast year, just to give you sone sense of
the financial magnitude, that generated about.
$500, 000 in revenue for Daily Racing Form The four
advertisers were World Sports Exchange, Royal Sport

Book, SBG d obal, Triple Crown Racebook. And as |
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said, they generated about $500,000. We did take on
a new advertiser this year -- NVP. And you've
probably seen sone of those ads in the paper if

you' ve been follow ng this.

Qur estimate, in each case in talking

to -- we got figures fromthree out of the four
books. The | argest one -- SBG d obal -- handles
alnmost a billion dollars in sports wagering. They do

alittle over 1 percent in horse racing. So they
generated somewhere around $15 million in handle in
horse racing by their estimtes.

The other two people generated 1.5
percent and 2.5 percent. And that was a total of --
excuse ne -- $6.8 mllion. OQur estimate -- the
sports books that advertise with us, our estinmate is
they handl e approximately $20 nmillion to $25 million
in horse raci ng handl e.

If you take the 25,000 -- $25 mllion
figure and nultiply that by a sinulcast fee of 3
percent, you're really talking about $750,000. You
spread that out, over the entire country over the
entire year, we're really tal king about a m ni mum
amount of noney. It's noney. | recognize that.

But | think the inpact and the view

t hat people have or the belief they have is that it's
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significantly nore noney that's being bet. And,
again, our strong belief is the caps that they al
put on this, |I think really restricts that wagering.
We've had -- The Raci ng Form has had
sone discussions with the CHRB over "What we can do?"
We' ve had di scussi ons about putting some copy in
there that would alert people to sone of the
restrictions that mght apply. And I'd be open to
any coments or any further thoughts people m ght
have.

CHAI RMAN LI CHT: Any conmi ssi oners have any
comments or questions?

COW SSI ONER MORETTI: M. Hayward, what ki nds
of restrictions are you tal king about? Are you
tal ki ng about putting some kind of disclosure in
there that "It's illegal in California"? What would
it look Iike?

MR. HAYWARD: | do not think that we could say
that it's illegal in California for the follow ng
reason: Nunber 1, we're not |awers and we can't
know, every day in every jurisdiction, what is |lega
and not legal. Also this paper that we produce here
in California doesn't just go to the State of
California. It goes to the State of Nevada.

And if we had to | ook at every ad and
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every account wagerer and have to naeke a

det erm nati on ourselves as to whether this was a

I egal ad or not, |I'mnot sure that we would be in a
position to be able to do that.

So it would be nore genera
advertising, something with a little bit nore teeth
than "Void where prohibited by |aw, " sonething that
woul d tal k about checking the law within that
jurisdiction.

COWM SSI ONER LANDSBURG. It is my inpression

and | believe nost of the Board's -- and | have
guestioned the attorney general's office -- to
det ermi ne whet her making these bets is an illega

activity for the bettor.

As far as | can tell -- | amnot a
| awyer either -- but as far as | can tell, on the
best advice |'ve received, is that it is illegal for

anyone in California to use an unlicensed-by-
California betting service, which would nean our
three ADW suppliers at the nmonment.

O herwise, it is anillegal act for ne
to pick up a telephone and use any of those
bookmaki ng wager services. | am subject to penalty
under California law. Now, that's my understanding.

| believe it's correct. | don't stand here and swear
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on it.

The warning for sone of these ads
woul d be an inportant step forward. As a Board, we
are recommendi ng to our staff that any on-air
advertising for this kind of activity be chall enged
with the FCCto -- would create a challenge to that
broadcaster's license at the FCC | evel, which is the
only way we can attack those people who are
encouraging illegal activities.

The newspaper that -- and under the
newspaper ruling that is general, we agree with you
that there's a First Amendment right for you to carry
t hese. However, we woul d encourage that the warning
be there if we can find -- we can all find | anguage
that woul d state that warning.

It's on cigarette packs, and it
doesn't stop a lot of people. But it does bring to
mnd the fact that they are comritting an ill ega
act. And | would encourage you to nake that a part
of your policy.

Even though it's Nevada, it's for
California residents. And it should be a line for
California residents "It is illegal to use any
service not |icensed for horse racing betting."

MR, HAYWARD: Excuse ne. This would apply, of
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course, not only to the offshore advertising we're
tal ki ng about, but there's an ad in the PP's today at
Hol | ywood Park for "Brisbet" (phonetic) or for other
you know, |egal account wagerers that are betting in
the pool. It's still illegal for themto solicit
advertising fromCalifornia bettors.
So we're going to open a little bit of

a box here with some of our advertisers, which we're
willing to entertain and do. But |'mjust suggesting
this is going to take, you know, sone cooperation and
wor k between us to --

COWM SSI ONER LANDSBURG. " Brisbet" is not
licensed in California.

MR. HAYWARD: | understand that. So we would
have to put that sane kind of warning in that
bettors -- in that advertisement as well

COW SSI ONER LANDSBURG. Well, we would have
to encourage "Brisbet." They would have their own
probl enms getting a signal. But the signal is out
there on a rather general basis. W would encourage
anyone who wanted to contribute to, particularly from
out of state, contribute to our pools, to cone in.

In fact, they have to be licensed in

order for California residents to use them which is

what | think we want to get through
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CHAIRMAN LICHT: 1'd like to hear fromthe
public and general conments before we go on with the
Commi ssi oners because nmany tinmes this Board, as wel
as many adm nistrative boards, are accused of
m cromanagi ng i ndustri es.

And the way | see it, our |everage
here woul d be to exclude the sale of Daily Racing

Form fromthe grounds. And | don't see that as a

viable possibility at all, at least as far as I'm
personally -- | nean | wouldn't even consider that at
this point.

So l'd like to hear fromthe tracks
and NTRA, too, as long as they're represented, what
t hey think should be done here.

MR. BAEDEKER: Ri ck Baedeker, Hol | ywood Park.

We' ve had several discussions --
Charlie and nyself -- about this issue. And the |ast
thing that I think we want to do is make the racing
fan pay the price for this controversy or make our
product | ess appealing because of the controversy.

I think the greater good here is
servicing our patron day in and day out. You know we
have instances where racetracks accept advertisenents
that might be controversial as well. | think it

cones down to a business decision. And | think it's
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unfortunate that the Horse Raci ng Board has to get

i nvol ved here. | would have hoped that Daily Racing

Form realizing that its lifeblood is Anerican

racetracks, that the Daily Racing Form woul d have

made the decision not to accept these advertisenents.
But | think, ultinmately, it should be

a busi ness deci sion.

COW SSI ONER HARRI'S:  Is that the policy of
Churchill Downs in general?

MR, BAEDEKER: This is the policy of Rick
Baedeker. John, | believe it is. But | should speak
conditionally, | suppose, because | haven't had a
conversation with the fol ks back there about this
issue for sonme tine. So | believe it is, but I can't
say for certain.

COW SSI ONER HARRI' S: ' Cause one of ny

concerns -- it is an inportant issue that you can
argue all sides of it. [It's just that the
frustration is that racing is not doing well. W're
not showi ng any gains. W're, you know -- basically

costs are going up and revenue's goi ng down.

And we need to, | think, |ook at why
this is. And | think partially it's because of the
conpetitiveness of a |ot of wagering that is, you

know, illegal that is occurring. And | respect the
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First Amendnent rights. Clearly, | don't think we
can tell anybody what to advertise. But we can -- |
think the only lever we have as a conm ssion woul d be
to sanction what can be sold on our facilities, the
facilities we |icense.

And, you know, perhaps the Racing Form
woul d have to create sone enpl oyment opportunities
for people to clip out the illegal ads or sonething.
But | think it's clear they can print whatever they
want to print. [It's just where can they sell it?

It would be the same if they
advertising for child pornography or prostitution or
illegal securities or anything. There's sone
responsibility of it that, if they're selling it on
our your facility, that you're, in fact, endorsing
it.

MR. BAEDEKER: The other point | would rmake --
and, again, Charlie and | have had this
conversation -- and | think the Racing Formis
sensitive to these things but wants to stay in
busi ness as wel | .

I don't think any of us want to
convert horse players to sports bettors. Any nunber
of themthat quit playing races with discretionary

dollars in hand and start playing professional sports
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affect all of us and make the product -- make our
gane weaker. So, you know, | -- again, | would just
hope that the Daily Racing Form on a business |evel,
woul d decide that it's inits best interest --

regardl ess of a bottom!line increment each year, it's

inits overall long-termbest interest to stop this.
CHAI RMAN LICHT: | think it's clear -- and,
Rick, | would assunme you'll agree with me on this --

the Racing Formis a nmuch better publication both for
the ganbler and for the racing sports fan than it was
10 years ago.

And | believe, M. Hayward, part of
the reason for that is this extra ad revenue. Wuld
you agree?

MR. BAEDEKER: | conpletely agree that it's a
much better publication. And | think it's vital
And | think we want the Racing Formto not only
survive but to thrive. And so, you know, | think we
do need to be sensitive to both sides of this
ar gument .

We want this paper to stay in business
and to provide us the information that it does, day
in and day out, not just the PP's but the news part
of it as well. It's really our only wdely

di stributed source of news information, at |east in
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print.
CHAI RMAN LI CHT: Any comments fromthe other
tracks or NTRA, TOC on this? Any position?
Charl es.

MR. HAYWARD: Just to respond to a couple of

things. First, | just want to nake it clear to
everybody that I'mhere as a -- |'mhere

voluntarily -- | wasn't sumoned to cone before the
Board -- because it is inportant. And | think one of

the things that 1've wanted to try and convey is sort
of a scal e-of-a-magni tude i ssue here.

There was an article in The New York
Times two weeks ago that internationally there's $6
billion being bet on sports betting. So the horse is
out of the barn in that regard. And, you know,
people do it.

I would submit to you that the
racetrack players have been sports bettors and have
been sports bettors for a long time. So that's just
sort of one observati on.

Second point is, you know, we all have
bosses and we all -- nobst of us have owners. And
we're owned by a venture capital group. They've been
extrenely supportive. We put a lot of noney into

talent that wasn't here before. And they expect a
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return on their noney.

The reason | speak to the issue of
scale -- it's very difficult for ne to go to them and
say, "I'mgoing to make a decision that's going to
cost you guys $500, 000, even though that decision
doesn't have a material inpact on the industry per
se."

And it's hard for me to figure out how
to do that. And you folks, as business people,
thi nk woul d appreciate that if | were to conme to you
with that simlar situation

One thing that | would offer, which
haven't been asked about, but | would be curious as
to your position is -- we edit very carefully what
they can put in the ads in regards to horse racing.
And but ny position is that these people are nostly
going after sports bettors, not after horse racing
dollars, for the reasons that | said.

If the Racing Form were to consider
elimnating all nention of horse racing entirely and
just took these ads as if they were sports betting
ads, would that be nmeaningful? O are we still
| ooking at -- 'cause that's going to cost ne sone
advertising dollars but it mght start to address the

concern that the Board has about | eakage.
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COW SSI ONER HARRI S:  Well, | think that woul d

al nost be worse because that is still an illegal
activity that's, you know, attracting horse players,
I guess. | nean | agree it is a tough situation that
there is so nuch sports betting going on. And maybe
we're just a hopeless industry that's dooned to kind
of drift off into obscurity.

But the $500,000 -- | can see, from
| ooking, if I was on your board, |I'd be concerned
about it obviously not going away. But | think you
al so have to |l ook at the circulation that you have
that you've |ost due to the, you know, basically the
decline in the interest in racing.

You know, 500,000 seens |ike a |ot of
noney -- and it is -- but it's about 2,000 a day over
250 days; so if you could sell another thousand forns
a day, sonehow, that you could get that back

That's the real -- the real problemis
that just that we're losing our on-track interest in
racing. And even though you really have a better
publication than you' ve ever had, | would suspect
your circulation is probably worse than it's ever
been.

MR, HAYWARD: Just to that point, when this

group bought the conpany in 1998, the circul ation
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declines of the Daily Racing Form were double digits.
They were running between 10 and 13 percent over the
prior years. Qur decline |last year was 1.5 percent.
So our, you know -- we're working -- and thanks to
all the racetrack folks here -- we're working with
them We're trying to sell nore and nore papers and
hel p pronmote the industry.

But there's no question. That's one
of the issues. W' ve had a decline in our core
product. W' ve been able to stem sonme of that
decline. So as the unit sales go down and sal es go
down, you look for other ways to try and suppl enent
t hat .

And so | don't believe it's a chicken
and an egg. | don't believe that this offshore
advertising, again, is part of the problenms that we
have. | don't think that it's any part of the
probl em of the handle figures that were announced at
Santa Anita. But we could sit here, | guess, and
di scuss that all day.

CHAI RMAN LICHT: | think that | disagree with
Conmi ssioner Harris. | think that, if we linted
these ads to just sports, it would be a major step in
the right direction and would be very hel pful to the

gane.
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And frankly I'm shocked that even the
Board is so concerned about this and the industry
itself doesn't seemto be. TOC, NTRA, and none of
the tracks, except Hollywood Park, have any comment
on this at all? No input for us at all with respect
to this? That, to nme, is shocking.

COW SSI ONER HARRI' S:  Yeah. | thought that
TOC made a big point in their last notes fromthe
boardroom that this was a concern

So does TOC have a position?
MR. VAN DE KAMP: John Van De Kanp, TOC.
| guess |'d ask you a question, M.
Hayward. Do you think that these ads are good for
horse raci ng?

UNI DENTI FI ED MALE VO CE: Can | say --

CHAI RVAN LI CHT:  Well, | don't know.

John, do you want to sit at the table
so he doesn't have to | ook backward?

MR, VAN DE KAMP: Oh, |'msorry.

MR, HAYWARD: Are they good for horse racing?
They're -- | guess a restatement of my earlier
position is that they're certainly good for the Daily
Race Form and the Daily Racing Formis certainly
good for the industry.

And the revenue that -- the potentia
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| ost revenue that these ads are generating by
generating horse racing handle that doesn't go into

the pools, by the figures that |'ve tried to

assert -- and |'d wel come anyone to chall enge those
or find figures that would replace them-- | think
are -- that inpact is m ninal

CHAI RMAN LI CHT: | think that we should al so

limt the questioning to come fromthe Comn ssioners,
and you can make your conments or statenents. But |
don't think we should have an interrogation of

M. Hayward by M. Van De Kanp.

MR. VAN DE KAMP: | think it was a fair
guesti on.

MR. HAYWARD: | think it was too.

CHAI RVAN LI CHT: Okay. |I'mjust talking --

MR. VAN DE KAMP: And he responded. And
appreci ate that.

The TOC doesn't like it. | don't
think the industry |likes these ads because they --
they're hurting us. And as you've just heard, it's a
m xed bag. We need the Racing Form TOC itself
advertises in the Racing Form And it's productive
because we get people to come to horse courses as a
result.

And we're, you know, hopefully finding
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sonme owners that get into the business. Now, that's
a positive thing. And a lot of the things that the
Raci ng Form does are positive. But this is a
negati ve.

The sinple answer is an econom c one.
If the tracks, TOC, and others were willing to
provi de the advertising that they need to nake up,
hopefully we could convince "emto stop carrying this
ki nd of advertising. That's a business decision that
the tracks and TOC, to a very small extent because we
don't have that kind of funding to make that kind of
a difference, should probably think about.

Wth respect to radio that's been
di scussed earlier, we are a nenber of the TO -- of
the CMC board. And we did have one of our broadcast
partners, who has conme in now this |ast year and
want ed sonme advertising fromus but started to carry
ads from one of these kinds of organizations, and we
had to notify that person that we were no | onger
going to be advertising with themas |ong as they
carried those kinds of ads and we've cut them off.

So we carried out our part of the
bargain with respect to that. He is continuing to
carry those ads, but we no |longer advertise with him

COW SSI ONER LANDSBURG.  John, while you're on
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that subject, will you join the Board in conpl ai ning
to the FCC that they are encouraging an illegal act?

MR. VAN DE KAMP: Yeah. W' ve been at this
now for a number of years, by the way. And you go
back, Alan, with us. W got the attorney general's
office, | believe, back in the -- oh, about '96 or
'97, to bring an action to cut off the tel ephones
with respect to one of these entities.

And it's a long drawn-out process that
you can follow. And | believe it was successful. W
cut off the phone lines to that particular entity.
God knows whet her or not they opened other phone
lines |ater on.

But to basically get D.A.'s or the
attorney general to prosecute bettors who are in
violation of lawis virtually inpossible because to
themit looks |like a de minims activity when they're
confronted by rurder, robbery, rape, and the nost
serious kinds of violation.

And so we are confronted here with
sonmet hing we have to sort of deal with on our own,
and | guess the best answer is in the marketplace. |
think that's where we're going to have to find the
answer and try to persuade the best instincts of the

Raci ng Form which has been so supportive of the
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i ndustry, that there nmay be another way of going.

COW SSI ONER LANDSBURG. | was just going
toward on the air. That's all. The FCC does have
the power to license them |If they're encouraging an
illegal act, they should at |east be warned that that
is not a proper utilization of public airwaves.

MR, CHI LLI NGWORTH:  Sherwood Chil I'i ngwort h,
OCak Tree Racing Associ ati on.

COW SSI ONER LANDSBURG. May |, Chilly?

We have a whol e group of people who
are giving us an eye test in the back. W respect
your right to do that. But | can't read and | think
nost of us can't read what you're holding up. |If
you'd like to wait for your turn to speak, fine.

O herwise, | just expect that your arnms are going to

get tired holding up the signs.

MR, CHILLI NGAORTH: |'m a great believer in
the survival of the Racing Form |'mon the board of
managenent committee of the -- of "Equi base”

(phonetic), who provides the PP's to the Raci ng Form

And one of the things |I've insisted on
is that we not price them out of the market because
we need the continuation of the Racing Form |'m
very synpathetic to their econonmc situation. |

guess the issue is -- we know that they're obtaining
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revenues of $500,000 a year fromthis source. How.
significant is that in their total bottomline? |
mean if they're doing $50 million a year, how nuch is
500, 0007?

My ot her thought is that, even though
we are depriving themof noney, if they are betting
an illegal activity -- i.e., having California
residents betting it out in never-never land with
bookies -- | nean you can say that same thing about
drug dealing -- that, if it's an illegal activity and

you take it away fromthem why the person's going to

| ose noney.

And | don't think that is a cogent
point to nake a decision on. And | -- again,
stress | want to see the Racing Form succeed. 1've

done that practically fromwhere | amon the
managenent conmittee of "Equi base" to be sure that

they don't raise prices on their royalty fees to

i npact them-- the Racing Form -- unnecessarily.
But on the other hand, | don't see how
we can put noney ahead of illegal activities.

MR. LI EBAU: Jack Liebau from Magna

Entertainment. | have to confess | was reluctant to
speak because | don't know the answer. | think that,
you know, as far as constitutional rights, |I'mnot an
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expert in constitutional law. M grade in
constitutional law will attest to that.

But | do think it is protected under
the First Amendment. | that it's of extrene
i nportance that the Racing Formremain viable. And
guess that | may be violating sone confidentiality
agreenent that my son signed because | suspect that
he was the underbidder for the Racing Formin 1998
and, fortunately, was the underbidder

| suspect that the $500,000 to the
bottomline is of extreme inportance, as far as
mai ntai ning the viability of the Racing Form

And for that reason, | think that, you
know, if, as | believe and as Charlie has referred to
his | awers, that there is a constitutional amendnent
that protects their right to carry this adverti sing,
I do not see how anybody can interfere with that
constitutional right.

And any tal k about barring them from
the encl osure would be a tremendous hardship to the
tracks and, | think, just wouldn't be right, even if
there was the power to do so

Thank you. Again, I"'msorry | don't
have the answer.

COW SSI ONER MORETTI: Jack, | don't think any
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of us would vote to bar them fromthe encl osures.
And | -- actually I would like to thank M. Hayward
for com ng here and for talking with us, in the first
pl ace, because he doesn't really have to do this.
But fromnmy point of view, | would encourage you to
continue discussions with us to see where we can cone
up with some kind of disclosure, sonme kind of generic
| anguage that fits, at least, our needs a little bit
nmore than -- but that would also fit with your needs
because | agree with M. Baedeker

| do believe that it's also a business
decision. It mght not be a great business decision
but, fromm point of view, I can't -- |I'mnot asking
you not to do it.

MR, HALPERN. Ed Hal pern, California

Thor oughbred Trainers. Based on what you said,
Conmmi ssioner Licht, | just wanted to express that we
did not speak for the reason that we're not upset or
unhappy about the activities of the Daily Racing
Form

| represent all of the trainers in
California, and there are probably 4,000 enpl oyees
who work each day -- from4:00 or 5:00 o'clock in the
nor ni ng, seven days a week, 365 days a year -- to

produce this product.
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And we're very upset that sonmeone
woul d advertise ways to obtain this product and use
this product and benefit fromthis product w thout
paying us for that effort.

I woul d suggest that M. Hayward woul d
have a very different attitude if the racetracks were
advertising in their prograns free ways to get the
Daily Racing Form and ways to get noney back if you
do get it by using these nmethods. |If we had a
constitutional right to do that, he mght feel that
the constitutional right is not the ultinmte
deci si on- maker.

We all have many constitutiona
rights that we don't take advantage of because, for
one reason or another, we think they're wong and
they're inequitable -- not the right but the act that
the right allows us to do.

The Constitution doesn't make the
judgnent of whether the act is right or wong. It
nmerely says you may do it, and others nust nmke that
j udgment .

MR, HARPER: Joe Harper, Del Mar racetrack. |
don't want to be the only racetrack that doesn't say
sonmething here. | wasn't going to say anything. But

I do want to comrend the Racing Form especially in
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the | ast nunber of years that have been a trenendous
help to the tracks not just in the content of what
they have in the Formbut also in their willingness
to go through such things as the partnership prograns
in the past and things to that level. Economically
they have been a good supporter of the tracks.

Clearly we don't |ike those ads.
There's no question about it. And I'mcertainly not
going to argue the First Amendnment. And | hope that,
if anything, Charlie mght be holding his nose a
little bit when he puts the ads in there. And
don't know what we can do to get himto stop it.

It's something that he knows we don't
like. And | guess it's just how inportant is that to
the bottomline and his relationships to the rest of
us.

| think this industry has a | ot of
concern over offshore wagering. And nmaybe speaking a
little as the President of the TRA, this is a subject
that has conme up continuously in our neetings not
just with the illegal ones but with sone concern as
to the legal ones. And that's not a subject for this
agenda item But it is something that is of great
concern and probably a | ot bigger concern than we'l

be facing here today with this agenda item Thank
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you.

CHAI RMAN LI CHT: Thanks.

Charlie, do you have any idea what

type of disclainmer you woul d consi der?

Have you

gi ven any thought with your attorneys or in genera

what you might be willing to say?

MR. HAYWARD: We've had four

that -- in fact, | shared one with Roy.

di fferent ones

And he canme back with suggestions

simlar to what M. Landsburg was suggesting. And so

| think we've got a ways to go. But, you know, we

can certainly make some progress in that

regard.

And, you know, | really support the idea of an

ongoi ng di al ogue to address this entire situation

CHAI RVAN LI CHT:  Ken.

MR. KIRCHNER: Ken Kirchner with the NTRA

I'"l'l nmake two observati ons,

busi ness perspective. W're dealing wth,

one froma

t hi nk,

an econom c i ssue, an econonic issue that the ad

revenue affects the Daily Racing Form which affects

their ability to continue as a viable entity.

At the sanme tinme, we're |looking at it

from our perspective in the racing industry and the

potential detrinental effect these type of ads would

have in drawi ng potentia

handl e out of our

busi ness
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and into sports betting business, which, | believe,
clearly that's where these ads are directed.

As wi th npst other business issues,

t hough, there has to be a solution. W' re talking
economics. \What that conpromise is -- and whet her
it's language that Charlie just nentioned or

i ncreased support fromthe business, doubling down on
what the ads, you know -- can you price them out of
busi ness in terns of how that goes?

But at the sane tinme, | think we need
to find a business solution to this. And | think
that's where it has to go

From a personal perspective,
understand the First Amendnent rights. It's very
difficult for any of us, | think, to say, "They
cannot accept ads in the Daily Racing Form"

At the sanme tinme, personally as a
horse player, | don't even read the ads. |
woul dn't -- | couldn't nanme you the four conpanies
Charlie nentioned that are doing their adverti sing.
| junp right past those to the next article I'm
reading, to the next PP I'm | ooking at.

Certainly there are sone business --
sonme players that are probably |ooking at that. But

we are so inundated on the internet and everywhere
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else that, if we want a make a sports bet, |I'm not
sure the Daily Racing Formis necessarily the
i nfluence that's causing us to neke sports bets.

So fromthat perspective, |I'mnot sure
the ads are hurting us as nuch as we may fear. But
at the sane tinme, |'m hopeful that we could find a
solution and whether that's disclainers or sone other
busi ness relationship to try to address the ad
revenue.

CHAI RMAN LI CHT: Thanks, Ken.

Jeff.

MR. TRUE: Hi . Jeff True, Los Al anitos

I nasnuch as you asked for racetrack
input, I"lIl go ahead and give the Los Al amtos and
partly the nighttine racing perspective. W spend,
as | suspect the other racetracks do, six figures a
year in advertising in the Racing Form And we're
| ooking for a solution on howto elimnate
adverti sing.

We have an option, | think, as
operators, whether to distribute the Racing Form or
not. Speaking just for Los Alanmitos, we're not even
covered by the Form W sell it at our racetrack --
several thousand copies a year. W advertise in it

every day that we race, all year |ong.
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But we, in our night racing, we
di stribute past performances in an 8-and-a-half-by-11
program W all have that option. If the
advertising were conpel ling enough to each individua
racetrack that we thought we were | osing enough noney
to these offshore places, we'd quite selling. W'd
distribute PP's in other ways.

There are other options for the kinds
of things we're tal king about. Nobody likes the ads.
But they're not in ny view, in our view, conpelling
enough to make us stop doing business with the Form
We need the Form We don't l|ike the ads, but | don't
think that this prohibition we're talking about, this
censorship we're tal king about, is any kind of an
answer .

And | think there are options that are
available to us if we did. The evidence speaks very
clearly.

CHAI RVAN LI CHT:  Thanks, Jeff.

I'"d like to poll the Board informally
to see how we would feel about linmting those ads to
sports only and not having horse racing -- see how
people feel, if that would make any inpact.

John, do you have a feeling on this?

COW SSI ONER SPERRY: Personally | don't think
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it will make any -- would make any effect on it.

COW SSI ONER LANDSBURG. |'mthinking -- the
figure that you gave, M. Hayward, was very
interesting of this so-called illegal betting, that
is, not the ones that flow into our pool, clearly,
but that just go out of our hands is at $750,000 is,
| believe, the sumfigure that you gave; is that
correct?

MR. HAYWARD: The 750, 000 was an approxi mation
of what | think these advertisers that we' re speaking
of that advertise in the Form --

COWM SSI ONER LANDSBURG.  Ri ght

MR. HAYWARD: -- total handle was, multiplied
by a sinmulcast fee of approximately 3 percent to get
to a net take, if you will, of $750,000 spread across
the entire country for the entire year. That's
correct.

COW SSI ONER LANDSBURG:  Well, in a $3 billion
to $4 billion wagering business that we have, that
seens to be a relatively insignificant sumto
penalize you for. | think the nore inportant area
here is the general area of sports betting so that,
sports betting is illegal, other than horse racing,
in California.

And | think that the Board is better
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focussed on trying to make clear to the public that
it's an illegal act -- actually it's illegal to nake
those kinds of bets and that you are subject, should
anyone crack down, to arrest for them

| think it's nore inportant that we,
as an industry, have that snmall note in your ad that
identifies that fact and that we, as an industry --
you, after all, preached to our choir. Qur choir
knows this. You are a nmain publication for the
peopl e who cone to racing day in and day out and
want to meke these bets.

I don't want to penalize you for that.
I do want to go after other areas of sports betting
in the public arena, which | think is a far nore
i mportant job to have the industry undertake, as wel
as the Board's support.

COWM SSI ONER GRANZELLA: Al right. |
absolutely agree with Al an.

COW SSI ONER HARRI'S:  Well, | think | would,
as | nmentioned before, that | would be concerned
about sports betting if that's the issue. | think --
obviously, | respect First Anmendnent rights. | think
you can do about anything you want to do as far as
publications, which is a good thing.

But the only thing that we can really
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control is what's done in our enclosures; that we
clearly could restrict sale, you know, of -- or any
illegal activities that are within our enclosures,
and we do. We just chose to not do anything on
this -- | mean | agree.

This is kind of Iike a nuclear weapon,
and | think that the consensus of the crowd is that
this is sort of a nuclear-free zone, that no one's
going to use that nucl ear weapon. But | think we
could if we wanted to. And I think the tracks could
if they wanted to.

And there are other -- | nean you can
buy "Equi base" PP's and, you know, come up with a
rival of the Form which was what it originally had
done. But | think, you know, that's not the
solution. The solutionis to find sone way to work
it out and to, you know, get -- make an econom c
deci si on, which has happened.

And actually | think probably what's
going to happen is that, at sone point these other
operations are going to saturate the market. And
it's not going to be cost effective for themto
advertise because everyone that wants to be a sports
bettor already is a sports bettor.

And we've got such an agi ng popul ation
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in racing that they probably can't see anynore
anyway. But | do appreciate you being here. And
think we all appreciate the Form It's not really
beating up on the Form It's just the frustration
that we're doing sonething that's not quite right.
COW SSI ONER MORETTI: Well, mny opinion would
be -- well, in all honesty, | don't |ook at those
ads. | pass themup. | go to -- | know | have
specific things I'mlooking for in the Form and
li ke looking -- reading the news. But, just |like any
ot her publication, frankly, if I'mnot interested in
that ad, | just keep noving.

However, because it is detrinental to
the horse racing industry here, I would probably go
along with, if we had any say init, if you just did
sports betting alone. But | would still, again,
strongly encourage the use of a disclainer or
di scl osure, sonmething |like that for Californians.

COW SSI ONER BI ANCO: | was very surprised,
Charl es, when you told us how nuch noney you felt was
out there because |'ve heard nunbers that go up into
the hundreds of nmillions that are, you know, bet
of fshore or illegally. In business, whether a big
corporation or a nom and pop, $500, 000-a-year worth

of revenue is a lot of noney to ne. | can't see us
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dictating to you to fix our problem

We have a problemin this industry of
attracting people and keeping those people. And as
| ong as we keep expandi ng, you know, |ike casino
I ndian ganmbling -- and |I'mnot picking on that -- but
t he ampbunt of revenue over the |ast 15 years, you
could probably correlate watching that gromh and see
the decline in our industry, you know.

To me -- | don't have the answer. |
don't think the answer is here. And I think, you
know, fooling around with constitutional rights of
peopl e or businesses -- | don't think that's going to
get us anywhere.

I"d like to have a way of corralling

nore people into the tracks and into the sport. But,

you know, we're trying. | hope we succeed. | want
to succeed; and, you know, | hate to |ose. But,
right now, I don't think we have the proper prograns
in effect.

And | don't want to conme and tell any
busi nessperson that they can't do this or that and
it's only $750, 000 worth of revenue that could be
l ost on a, you know, an estimate. That's not the
nunbers |1've heard in the past.

CHAI RVAN LI CHT:  Ckay.
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Charl es, again, thanks for com ng
And t hank you for putting out such a great
publication that we all read. Geat --

MR. HAYWARD: | appreciate the opportunity to
cone and at |east articulate the Formis point of
view. | very much agree this is a dialogue that we
shoul d continue, and hopefully we can reach a
busi ness solution that will be acceptable to
everyone. Thanks.

EXECUTI VE DI RECTOR WOOD: M. Chairnman, could
| ask Charlie?

W Il you continue to work with us to
try and devel op the disclainmer we've been discussing?
MR. HAYWARD: Absolutely. Absolutely.

EXECUTI VE DI RECTOR WOOD: Thank you.

CHAI RMAN LICHT: Al right. 1'd like to take
a 10-m nute break now. W'I|l cone back, say, at 10
m nutes to 11:00.

(Break: 10:40 - 10:50 A M)

CHAI RVAN LI CHT: Okay. This nmeeting is back
in order. And we'll start with Conmi ssioner
Landsburg's going to nake a comrent on the last item
of the agenda -- previous item

COW SSI ONER LANDSBURG. The comment that |'m

making is that | am encouragi ng our Board and | would
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like to nove that our Board nake it official that we
conplain to the FCC about stations that are
broadcasting sports betting and illegal activity and,
if the Board agrees, ask the staff to prepare or
begin working on a letter to the FCC based on the
advertising for general sports betting, on nedia --
on radio and television -- which is encouraging
Californians to pursue an illegal activity.

I would like to make that a nmotion, if
I may M. Chairnman

CHAI RMAN LI CHT: Okay. So noved. Do we have
a second?

COW SSIONER HARRI'S:  |I'Il second.

CHAI RMAN LI CHT: Seconded by Commi ssi oner
Harris. Al in favor of M. Landsburg's notion?

BOARD MEMBERS' VO CES: Aye.

CHAI RVMAN LI CHT: Opposed?

(No audi bl e response.)

CHAI RMAN LI CHT: It's unani nously passed.

COW SSI ONER LANDSBURG.  Thank you.

CHAI RMAN LI CHT: Next itemon the agenda is
the status of the veterinary hospital at Gol den Gate
Fields, M. Tunney.

MR, TUNNEY: |'m Peter Tunney, representing

Magna Entertai nnent Corporation. |It's been just a
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little over three weeks followi ng the |ast Board
neeting. And at that time Magna -- follow ng that
subsequent Monday, Magna Entertai nment Devel opnent

rel eased the contractor or, in this case, fired the
contractor after the shell had been conpleted for the
equi ne hospital

Subsequent to that, they've taken over
the "TI" or the interior devel opment of that. As
recently as |ast Tuesday, Tom Austin (phonetic) of
that group faxed or e-mailed to each of you -- and
apologize it was not in the packet for that very
reason. W wanted to get the npbst recent update that
we coul d.

And Tom Austin has sent to all of
you -- Roy Wyod has sone copies that he could share
with you; | don't have enough for each of you,
assum ng that they had been received. | apologize
for that -- a tine line suggesting the progress.

At the sane time, there are a couple
of photographs, sonewhat ancient history now, of the
i nterior undevel oped and, as recently as yesterday
afternoon, a series of about a dozen pictures show ng
what has been conmpl eted. So what has been conpl eted
on the interior?

The interior was fornmed out. Curbs
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were poured. Fram ng has gone up. Insulation has
been installed. The conpletion of the overhead- hoi st
mechani smthat is used to hoist horses in for the
equi ne surgeries. Rough electrical on the outside.
Rough pl unbi ng on the outside. And at this point,
there are two or three others that were on the tinme
line -- roof insulation, as | say, and the wal

i nsul ation and rough electrical. Those are actually

schedul ed for next week, and those are already

comenced.

| think it's safe to say -- and | will
conmit to this Board -- that the time line will be
adhered to -- and | don't want to overprom se and
underdeliver -- but | think it's safe to say that we

could probably beat that tine |ine.
But the fact is that we feel strongly

that we've nmade substantial progress in the
conpl etion of the equine hospital

CHAI RMAN LI CHT: | notice you say "conpletion
date" on the letter. You also have a opening date
with a -- 1 think it's July 31 is the day you say
construction will be conplete.

MR. TUNNEY: Yes.

CHAI RVAN LICHT: WIIl you, then, essentially

be ready to open August 17
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MR, TUNNEY: Well, | think, M. Chairman
that one of the hangups in this is sone reinforced
doors -- and |'ve had a subsequent conversation --
rei nforced doors on each end and because of horses,
you know, under sedation or com ng out of sedation
m ght be fracti ous.

And | had a conversation with the
veterinarians, including conversations with the
veterinarians who say they've got equipnment comng in
as well as equipnent that's stored. |'mdigressing
here a little bit. And |'ve said we will provide
space and availability of storing that equi pnment
close to the hospital and/or if not inside.

But the point is that the doors were,
for whatever reason -- this was a decision nade
bet ween the veterinarians and the contractors -- on
that conpletion of those doors, the substantia
substance to them-- the strength.

And | did have a conversation with
Dr. Hunter at the last Board nmeeting and said, "You
know, if this thing is ready to go in June and we're
waiting on the doors, we'll come up with some
mechani sm by which we can nake tenporary doors unti
t hose doors are installed."

So | think fromthe contractors -- our
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contractors' standpoint -- Magna Entertai nment

Devel opnent's contractors -- is that they're hoping
that all of this will be conpleted and we'll have the
final, final, final. And | think we're going to have

to get in there before, for exanple, the doors are
installed. So that would bring us to a date that |
woul d hope woul d be closer to June 30.

CHAI RVAN LI CHT: After construction is
conpleted, is there any other barrier to opening,
such as licensing, permts, or anything |like that?

MR, TUNNEY: No. All the city permts -- and
I was involved in that, participated in that -- al
the city permts, going back to actually it was
M. Bianco's question sonme time ago.

Oiginally we had the -- we were
attenpting to get permission or permtted in the City
of Berkeley. W could not. W' ve noved it out of
the City of Berkeley. And it is in the City of
Al bany. And all these permits have been granted for
construction and for conpletion of everything.

COW SSI ONER HARRI'S:  Who will actually
operate the hospital? 'Cause it will be basically
a --

MR. TUNNEY: On this nomentous occasion

M. Harris, we will, in fact, turn the keys over to
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"MESH, " which has now changed their nane to the
Northern California Equi ne Medical, you know --
Equi ne Medi cal Hospital Group, simlar to the

Sout hern California operation. And, in fact, those
veterinarians will be in charge of operating the
facility for the purpose of, you know, availability
to owners and trainers on the back side.

The track itself or Magna

Entertainnment will have no future involvenment inits
operati on.
COMM SSIONER HARRIS: | think there will be a

| ot of things that have to happen as far as what the
veterinarians are going to have provide as far
equi pnrent they want to do and --

MR, TUNNEY: Well, we had a neeting on this
not | ong ago. There's a significant anount of
equi pnrent that has been storaged since the Bay
Meadows facility closed sonme years ago. They've
subsequently bought a surgery table and that's --
gquote -- on its way. | talked to -- that was ny
poi nt about talking to Dr. "Kuhlman" (phonetic) the
ot her day.

| said, "We'll store it for you. |If

not inside, we'll store it for you in the grandstand

in close proximty so we can scoot it right in there
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when it's ready to go."

DR. JENSEN: Dr. Ron Jensen, the Equine
Medi cal Director for the California Horse Racing
Board. | also have had a conversation with Dr. Roger
Hunter, who is the veterinarian that heads up their
equi ne hospital group up in -- at Golden Gate Fields.

And he told nme that he's quite happy

with the progress that's been made since the |ast
Board meeting and that he is pleased that the funding
has been nmade avail able and that they're going
forward in a positive manner.

CHAI RMAN LI CHT: Well, that's good to hear

COW SSI ONER LANDSBURG. Very good. Bravo.

MR. TUNNEY: Thank you, Dr. Jensen

CHAI RMAN LICHT: | assune, if the hospital's
not open in August, you will not be appearing at --

MR. TUNNEY: Thank you, Dr. Jensen.

CHAI RVAN LI CHT:  Any ot her comments from
public or the board?

COW SSI ONER LANDSBURG.  Just del i ghted that
it's happening.

CHAI RMAN LI CHT: Thank you.

MR. TUNNEY: Thank you.

CHAI RMAN LI CHT: Okay. The next item |

think, is quite a crucial item And Conm ssioners
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Harris and Landsburg have been working on trying to
devel op sone ideas what the Board should do to nake
sure that the State of California is receiving the
full value of its license to operate race neets.

VWi ch one of you is going to present?

COW SSI ONER LANDSBURG. | think John first

CHAI RVAN LI CHT: M. Harris.

COW SSI ONER HARRI'S: W really haven't
conpleted the project. But | think what we're trying
to do is look at our license application and see what
types of things could be | ooked at to nmake sure that,
anytine we license a racing facility, there's not any
| oose ends that would be the detrinent of racing.

I think one of the things is the

canmera systems or video caneras -- we nmake sure that
is all adequate. | think Al an can cover sone of
the --

COW SSI ONER LANDSBURG. What we had hoped and
why this is open for discussion is that we could
appeal to the industry, to the racing associations
and the fairs, to help us develop lines of |icensing
items which would cover security, Nunber 1.

We don't have any input fromthe

i ndustry on how they're going to i nprove security.
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How are we going to inprove video? How are we goi ng
to i nprove backstretch conditions?

And all of this is part of |icensing.
And we have no input fromthe industry as to what
they are willing or what they think they can do so
that we can formlicense regul ations that woul d be
fair, that would inprove conditions at the track
that would i nprove our ability to see what goes on at
t he track.

There are a nunber of items that we
would Iike to cover. And we're happy to discuss it
on a one-on-one basis as to what the industry would
like. But we would like, fromthe industry, ways in
which they think they can i nprove what they're doing
on track and make it part of the licensing agreenent
or take out itens in the license that may or nmay not
be profitable to have and workabl e to produce.

We have a very long |licensing
agreenent. | would ask all of the industry nenbers
who are here to subnit to Commi ssioner Harris and
nmysel f recomendations for inproving that |icense so
that we could have it in front of the Board, if not
the next neeting, within the next two neetings.

So if you could have your staffs take

a look at our license regulations and -- how can we
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i nprove backstretch conditions? How can we inprove
security? How can we inprove video arrangenents? Is
there a better way to take care of charities?

We have so many itens in our |icense
agreenent that have grown over the years. W'd like
you to review that agreenent and see what it is that
we can to do, A, sinplify and, B, inprove on the
things that you are required to do, in order to get
your licenses.

CHAI RMAN LI CHT: Well, Alan, if it's okay with
you and John, 1'd like to have this as a continuing
item on our agenda just because | think it's a very
crucial itemto continue the discussion

COW SSI ONER LANDSBURG:. We're calling it "The
Best Interests of Racing." And how do we inprove
them t hrough our licensing agreement with all of you?

COW SSI ONER HARRI'S:  Yes. | think we need --
I think we did revisit the |icense maybe two or three
years ago. But we need to -- we could do it, you
know, some nobre. But just one exanple is the
backstretch security hasn't really changed nmuch, you
know, in the last 60 years as far as the use of nore
technology to -- nore surveillance caneras and things
like that.

I don't know if CHRB necessarily wants
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to just inpose a rule without sone input. But we're
hoping the tracks will come up with what they think
a good, you know, basic set of standards woul d be.
CHAI RMAN LI CHT: Ckay. Thank you. And we'l

continue this discussion. And hopefully we'll get
the input that has been suggested.

Nunber 8 now. Staff update on Advance
Deposit Wageri ng.

MR. REAGAN: Conmi ssioners, John Reagan, CHRB

Staff. Not only an update on the ADW handl e per se
but also trying to step back a little and see what
the overall inpact on the handle is. Wth just a
little nore than a year of ADW experience, we get a
| ot of questions regarding the inpact of ADW

Even at the Pari-Mituel Meeting
yesterday, there was a brief discussion about
possi bl e canni balization. And everyone kind of
admitted that, at this point, there's anecdota
i nformati on but certainly not any hard evi dence.

| know that, as we were putting this
package together -- and it was alluded to at the | ast
Board nmeeting -- at first, we were trying to | ook at
it very closely, keep a very narrow scope.

We're | ooking at just the 12-nonth

data. And we found it was just one of the
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forest-for-the-trees type of situation that, when we
step back and try to put it in perspective by giving
you the graphs here with the 12, 13 years' worth of
data, | think we can see nuch nore clearly that the
trends that were in place and have been in place for
quite sone tinme have not been affected, really, one
way or the other.

So we can say at this point we don't
see that the ADWis hurting or helping. And the
trends on-track, offtrack, and out-of-state and
interstate continue as they have, as you can see hy
the charts. You can pretty much draw a trend |ine
through a lot of them and we don't see any really
changed -- real change to that trend line.

So if you have any other questions,
I"l'l try to answer those.

CHAI RMAN LI CHT: Do you see anything that we
could -- any statistical evidence that shows that,
for instance, the TVG s strong presence on the
television dial, as they say, versus a limted
exposure of Xpress Bet affects handle for those
particular two entities?

MR. REAGAN: | think we can certainly say
that, in general, when the TVG folks are in the front

seat with the neets that they have the agreenents
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with, they seemto have the better handl e.

But, once again, you can see that this
year, when Xpress Bet was in the front seat, they've
had quite a nice increase in their handle. So --

CHAI RMAN LI CHT: | understand that. But I'm
saying do you think that the tel evision exposure --
can you see anything statistically that shows that
TVG s additional television coverage gives us
addi ti onal handl e versus Magna's limted tel evision
exposure?

MR, REAGAN: Right now, with the limted data
we have, there is certainly no hard statistical-type
data that would indicate that. But we certainly have
a gut feel that that's got to be an advantage.

But, once again, you can see, fromthe
nunbers, we don't have anything that would actually
prove that one way or the other

CHAI RMAN LI CHT: Yeah. | have a gut feel
too, but | haven't been able to see anything in the
nunbers. Maybe M. Hi ndman (phonetic) or M. Liebau
could comment on that.

COWM SSI ONER HARRI'S: Do you see anything on
the days -- or as | recall, in Southern California,
Santa Anita is actually covered along with Gol den

Gate. And the Horse Racing TV is taken by sone
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stati on down here on Saturdays, possibly Sundays.

Can you see anything that increases
those days? O is that different than --

MR. REAGAN. We don't see anything -- any
statistical difference on the daily average or given
certain days of the week. They go seven days a week,
of course. CObviously, when there's live racing, the
handl e has one aspect. And when they have their dark
days, it's nmuch, much | ower.

But conparing north and south, we
haven't seen anything that we could actually point a
finger at, at this point, either

COW SSI ONER LANDSBURG. Well, TVG s increased
coverage will really inpact these next two
neetings -- Del Mar -- Hollywood and Del Mar -- since
they' ve just expanded their coverage quite broadly
and quite satisfying. |It's always interesting to see
how that coverage is going to inmpact their handl e as
opposed to | ast year when they had bare tel evision
representation.

This year they're going to have quite
wi de television representation. W're concerned
about what will happen now that there is a San Di ego
outlet for TVG How wi Il that inpact Del Mar? It's

going to be an interesting -- an interesting
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statistic toward determ ning canni balization of the
audi ence.

This is the first tinme San Di ego area
will have a major daily signal. And will it inpact
in a favorable way or unfavorable way the attendance
that has been present at Del Mar? So we really have
to wait alittle while -- the spread of the
television is an inportant part of why we approved
ADW

TVG has certainly fulfilled its role.
| don't believe Magna has yet been able to fulfill
their role. Now that the signal is out there, we can
begin with the marketing push, which is what we al
hoped for toward reinventing an audi ence for horse
raci ng.

MR, REAGAN: Absol utely.
CHAI RMAN LI CHT: Any comments from ot her
conmi ssioners or the public?

(No audi bl e response.)

CHAI RVAN LI CHT: Medication Conmittee report,
Nunmber 9. Conmi ssioner Harris.

COW SSI ONER HARRI'S:  We held a neeting on
April 1, actually, at the University of California at
Davis's diagnostic lab -- the Ken Maddy | ab -- which

is dedicated to drug testing. And we covered severa
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subj ect s.

One was the update -- hearing on the
update on the National Racing Medication and Testing
Consortiumfrom Ri ck Arthur (phonetic). And
basically, forever, we've been tal king about getting
uni form regul ati ons between different states, which
i s probably never going to happen in our lifetine.
But we're getting closer

And California can be proud that our
regul ati ons and testing protocol and all are very
simlar to the national recommendation. So there
m ght be a few little things that we can fine-tune as
we go along. But we -- | think California is very
cooperative to the national scene and are doi ng what
they are recomendi ng.

Then we went on to adding a couple of
things to prohibited practices. "Prohibited
practices" is to designate certain types of
nmedi cations as conpl etely unauthorized at the track
that there's no reason that anyone should be using
them no equine need for them

And one of those was "NPQO, " which we
did put on the list a while back. Now there's a
coupl e that sound kind of weird but apparently do

have sone nerve-bl ocking abilities, which is snake
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venom and snail venom So we're adding those to the
things that a vet can't have around.

And | think we're --

Jacki e, have those been published for
coment ?

M5. WAGNER: Yeah

COW SSI ONER HARRI'S:  You're going to put them
out for conmment?

MS. WAGNER: The rul e-maki ng process has been
started at the office of adm nistrative law. W
expect it to be before the Board for adoption in
June.

COW SSI ONER HARRI'S:  And then we'll have to
put them out for comment or we just adopt thenf

MS. WAGNER:  No.

COW SSI ONER HARRI'S:  They're out for comment
now. So if anyone has any strong feelings on the
snail venom issue, be sure to get to us.

Also we | ooked at the increase in
penalties for violation of -- | can't even say it --
it's "NNS-A-1-D." Basically it's nonsteroidal

And those are nedications that are not
race day nedications, but they could show up in a
test result. There's a threshold level for them and

i f sonmeone goes over that threshold, what the
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findings should be. | think it was agreed that we
conti nue being, you know, |eaning towards warnings
for the first violation but increase the penalties
for any trainer that has repeat violations.

We di scussed out-of-conpetition
testing and tal ked about EPO 'cause there's been a
| ot of coments on EPOin the press. And really we
all feel that it's present in California, but we need
to be aware of it. And we need to take a | ook at,
you know, very strict about that it not be used
because it's a bad drug for horses in general and
it's definitely sonmething that we want to keep out of
California.

W talked a little bit about the
testing priority, the funding for testing on
nmedi cati ons and drug testing, which the Maddy lab is
pretty well set up to do. And we need to try and
encourage themto get funding, fromdifferent sources
around, that can make sure that we are testing for
any types of nedication or inproving any kind of
tests we have.

We also talked a little bit about West
Nile virus, which has gotten quite a bit of attention
in horse circles, as you know. Right now, there's a

ot of talk on the SARS virus. Actually nore people
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died last year just in the United States on West Nile
than have di ed worl dwi de so far on SARS. Probably
the SARS is catching up rapidly, | think; but | think
there was sonething like to 300 or 400 peopl e that
died | ast year from Wst Nile virus.

It's interesting that "deadend" hosts
are both horses and peopl e, where people cannot -- a
person cannot get it froma horse or vice versa. But
the carrier are birds, and the birds are working
their way this way. Basically the npsquitoes are
really the vector for it. But the host the nosquito
picks it up fromare birds. | think the birds
eventual ly die too, actually.

But the birds are in Mnterrey,

Mexi co, which is the same flyway as California. So
the conventional wisdomis it's going to be in
California this year. So actually the word -- the
vaccine for equines is pretty promsing. It takes
two vaccinations. And but the success rate on that
is pretty much good.

There is no vaccine for people. |
guess there's nore likelihood of a horse, being
outside all the time, being bitten by a nobsquito than
a person. But still | think we all need to be

concerned with people.
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And we need to have a type of nobsquito
abatenent that we can do. W need to do especially
the tracks and farns and all. W really need to be
on top of that 'cause I think it really hasn't got
the publicity in the press. [It's been kind of I|ax.
Probably the press will start covering it about the
time we get it solved.

But it's a real prine concern. W
need to be all aware of it. It's a threat. But one
thing we do need to be sure of, though, it's not
sonmet hing that you're going to get froma horse -- or
a horse can get it and people can get it.

Any ot her issues we covered,

Dr. Jensen?

DR. JENSEN: (No audi bl e response.)

CHAI RMAN LI CHT: Okay. Any conments?

(No audi bl e response.)

CHAI RMAN LI CHT: Thank you.

The legislative comrittee -- Marie
Moretti.

COW SSI ONER MORETTI :  Yest erday Comnri ssi oner
Landsburg and | held a neeting of the legislative
comm ttee. And we reviewed a nunber of bills that
are noving through the process in Sacranento right

now as they pertain to California-bred horses,
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Charity Days, out-of-country thoroughbred races,
Raci ng Days and Weks, satellite wagering facilities,
and the fairs.

And it is very early in the process,
in the |egislative process. And we know that there
are a nunber of other bills that have been
i ntroduced, but npbst of themat this point are spot
bills or placeholders, if you will, whose content --
t he content of which could change drastically by the
time they nove through the policy conmttees and
into -- fromone house into the next house.

So we are going to be keeping our eyes
on those bills. And we've asked the associations --
and, of course, our staff is on top of it -- to keep
us -- Comm ssioner Landsburg and nyself especially --
informed of the particular bills as they nove because
our goal here is to see where we, as the CHRB, can be
nost supportive to the industry.

To date the only one that's actually
ri pe and where we have offered our full support as
the CHRB is on Assenbly Bill 1128, which I think npst
of you know is the one that would allow us to -- that
Pomona and Oak Tree thankfully came to a good
agreenent with all parties to assist in our ability

to do Breeders' Cup this year
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And that should be going to the
governor Monday, | believe -- Mnday, Tuesday --
sonmetine early next week. And hopefully we'll get
that out the door and processed soon

I think that was basically it, wthout

going into the particulars of the bill. As | said,
nost of themare still in the infancy stage. So as
they as grow, then we'll get nore involved too. So

t hank you for those of you who did conme to the
nmeeti ng.
CHAI RVAN LI CHT: Thank you.
Any conments or questions on the
Legi sl ative Committee?
(No audi bl e response.)
CHAI RVAN LI CHT: Next the Pari-Mitue
Committee. Alan
COWM SSI ONER LANDSBURG.  The Pari - Mut ue
Committee nmet yesterday. And one of the subjects we
were dealing with was batch betting, the process by
whi ch tote conpani es enabl e individuals to have a
conputer link to betting progress on any given race
and thus allow themto dunp |arge bets into the
system at the |ast |egal nonent.
It's one of the subjects under

di scussion by an ad hoc industry comrittee inspecting
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hubs in the US and offshore. And that comittee
expects to report in the next 60 days. And when we
get it, we will be opening the subject even further

We di scussed ADW marketing as opposed
to ADWfunds. The ADW marketing -- a suggestion was
made concerning public nedia -- that the ADW use
their advertising revenue nuscle to insist that they
will not advertise on radio and tel evision stations
which carry illegal and offshore betting.

It was a discussion. No firm
commi t nrent was nmade, although | would | ove to see
one.

TVG seenms to -- we've also tal ked
about the spread of television signal. As you heard,
TVG has generated a substantive potential expansion
of its TV audience with the addition of outlets on
Adel phia, Cox Cable, Direct TV, and Dish Network. In
this respect, | regret to say that Xpress Bet
| angui shes.

The committee suggested that, when
mar keting their services, ADWshoul d enphasize the
fact that they are California's only | ega
services -- and we're back to that question -- and
further that they defer to track attendance in their

mar keti ng of their product -- at |east nmake note of
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the fact that, for instance, "See live racing at
Hol | ywood Park; but if you can't get there, watch and
wager with us."

Just try to inpel audience
appreciation of the potential of going to live
raci ng.

Finally, the conmittee recommends to
the Board that we anend rule 1979.1 so as to renove
the requirements that at |east five wagering -- that
at least five horses finish the race in order to
avoid a refund of the pool. At the noment, that does
not exist as part of the rule. None of the
representatives at the neeting offered opposition to
t hat proposed amendnent that the only requirenent is
five horses finishing the race in order to avoid a
refund of the pool

COW SSI ONER HARRI' S:  WAs anyt hi ng brought up
on the issue that got a |ot of conversation on this
alternate-runner issue that Pick 6 that | note -- |
think, at one of the days at Santa Anita recently,
there were a |lot of scratches in the first |eg of
Pick 6; and people were concerned that they didn't
win. It all went to the favorite, and the favorite
got beat.

It seens to ne |like the tote conpanies
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have been really rem ss in not getting this

al ternate-runner deal program | can't believe that,
you know, with all the technol ogy available in the
United States, that they can't figure out howto

program an alternate runner for the nultiple bets.

COW SSI ONER LANDSBURG | think it's because
of -- the excuse that |'ve heard -- | call it an
"excuse" -- is that, in order to scan the bets so

that we don't have another Pick 6 scandal, they

cannot at the sanme time offer alternatives. It's a
technol ogi cal jungle, which we hope they'|l be able
to cure.

CHAI RMAN LICHT: 1'mgoing to ask Autotote to

appear at our next meeting in Pleasanton, because
think, again, it will be two nonths since the | ast
nmeeting or nore since you said it was inmmnent.

COW SSI ONER HARRI'S:  Yeah. | can see they
couldn't do overnight. But | nean this is not nearly
as conplicated as a lot of things. It just seens
i ke sonething should happen. | nmean |'m sure we
don't want to do anything that could lead to these
scandals. It seens like it should be -- we need to
serve our bettors.

I nmean one of the things is that we're

| osing patrons every day. And this is one of the

87



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

reasons we lose them-- if you provide services that

are inadequate.

But one of the questions -- not to --
I"mnot really arguing with either side of it or
to replow any old ground here -- but howis it

different if the California nmarketing were to
wi t hdraw advertising froma radio station doing
illegal advertising or advertising for illega
products versus if they withdraw adverti senent from
the Form for advertising illegal products?
COWM SSI ONER LANDSBURG: | think that -- John,

I think that what we're tal king about is protesting
their use of this on public airwaves, which is
different than private enterprise

Public airwaves -- they are |icensed.
Medi a stations, television and radio stations are
licensed by the government to use the public
airwaves. If they're msusing the airwaves, their
i cense can be chall enged.

The thought here is that we chall enge

the license based on the fact that they are

encouragi ng Californians to pronote an illega
activity.

COW SSI ONER HARRI'S:  Yeah. That's -- | see
now that -- | think it's inportant. | think it's
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i nportant we stop it. I'mjust trying to rationalize
it.

CHAI RMAN LI CHT: Any comments on the
Pari - Mutuel Committee?

(No audi bl e response.)

CHAI RMAN LI CHT: Thank you Al an.

Al right. W'Ill nove to genera
busi ness now. Any general business?

MS. ROSIER:  Good norning, Chairman and Board
Menmbers. M nane is Laura Rosier (phonetic). And
I'"'ma trainer and vice president of the San Luis Rey
Downs Horsenen's Organi zation. And | ast year, after
we met over subsidy, | prom sed that | would be back
this year with good news. And |I'm here with good
news.

| sent sone charts up there, and
tried to make 'em sinple and basic so they're just
fromthe first of the year. On our stall situation
we've had -- the | owest occupancy has been 87 percent
and the highest is 92 percent, which we feel is very
good.

On the racing chart -- we put that in
for M. Licht because | ast year he was very
interested in the quality of horses that were coning

fromthe off-site stabling facilities. So we showed
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there where the horses were placing and how nmuch they
earned. On the earnings, we did not include any

st akes races that were won out of state. W only

i ncl uded the SCOTW NC facilities.

On the workouts, we had a | ot of rainy
days. Qur track is always open. But on the rainy
days, of course, there's not many people working. So
the charts are pretty sinple. And | won't el aborate
unl ess anybody has a question on them

I'"mvery proud that this year our
hor semen and nmanagenent have cooperated to upgrade
San Luis Rey Downs and to increase runners from San
Luis Rey Downs. W have kept pretty meticul ous data.

It was inportant for us to track if
there was an increase or decrease in runners to
di sprove the theory that starter fees were what was
keepi ng our trainers and owners from runni ng horses.
We have disproved this theory by showing an 11.3
percent increase in runners out of San Luis Rey Downs
this year.

And, of course, our bragging right
this year is Azeri. W produced Horse of the Year
We're very proud of that and happy to say that we are
seei ng signs of tremendous community invol verent and

people com ng as far as from Ri verside to do tours of
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the facility to neet Azeri.

So it's a good pronotional, not for
San Luis Rey Downs itself but for the whole industry.
People are intrigued to see a little filly like that
doi ng what she's doing and want to know nore about
horse racing. W have a seven-minute video that we'd
like to show you. And that's about all | have unless
| can answer any questions.

CHAI RVAN LI CHT: Ckay. The video, we're going
to postpone until the end. W have another video
also that's going to go ahead of yours.

COW SSI ONER HARRI'S:  One thing | would
suggest, too, though, is you need to keep in nmind the
CHRB basically does not directly set these different
stabling situations. | guess we're an arbitrator if
there's a dispute.

But really these sort of presentations
shoul d be nmade to the SCOTWNC or the different
menbers of SCOTW NC, where you go to the boards of
TOC and the tracks of different people |ike that who
are really your audi ence nore than CHRB

M5. ROSIER: | understand, M. Harris. W're
not com ng here asking for anything today. | just
felt and our horsenen's organization felt that,

because we did say we'd be back, we wanted to cone
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back and show you what's happeni ng there.

COW SSI ONER HARRI'S:  Yeah. | think that's
good. |1'mnot adverse to that. But are you al so
going to the TOC board and different people Iike
t hat ?

MS. ROSIER | don't think we've needed to
because everything's going so well. | don't think
they really -- we are keeping the data with SCOTW NC.
SCOTW NC now has a plan and a whole format that we're
going to keep our nunbers in line with. And we're
novi ng forward.

So that's basically what we wanted to
show you -- that we're nmoving forward -- and update
you since you were so hel pful with us |ast year

COW SSI ONER HARRI' S:  Probably the LA County
Fair Board would be particularly interested in that.

MS. ROSIER:  Well, if anybody would |ike to
meet with us, we'd be glad to neet with them

CHAI RMAN LI CHT: One thing |I'm happy about is,
that a couple of years ago, when | first started as
conmmi ssioner, | received a |lot of conplaints about
the sort of tough discipline handed out at San Luis
Rey with the enpl oyees, making their lives just
m serable and too difficult, being conpelled to cone

to Los Angeles for stewards' neetings for parking
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viol ati ons or being caught with a beer or sonething.

And I'"'mglad to see that that's being
rel axed to a degree that it's workable for an
enpl oyee. And | hope you guys will continue that on
a managenent basis.

MS. ROSIER: Actually I'mnot in managenent.
But | have heard sone of conplaints also. | know
there's two sides to all the stories. But that's
really not ny forte or business. Sorry.

CHAI RMAN LI CHT: Ckay. Thank you.

Any ot her general business?

(No audi bl e response.)

CHAI RMAN LI CHT: Under ol d business, | spoke
to M. Liebau.

And he is willing to nmake a
presentation here regarding Santa Anita, not only
their nunbers for the prior nmeet but also to explain
why we didn't have nunbers on Sunday that incited a
near riot anong the press at |east.

MR. LIEBAU. | don't know whether it was al
the press. But we certainly excited the Los Angel es
Times. The problemwas -- and | think it was sort of
hi ghl i ghted here today by M. Reagan and his report
about ADW -- Sunday night, after the concl usion of

the neet, we did not have the ADW nunbers.
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And that is the reason why the nunbers
weren't rel eased on Sunday night. They were, in
fact, released before, | think, 2:00 o'clock on
Monday afternoon

As M. Reagan told you, the ADW
represents about 8 percent of the handle and is
significant. | think that we probably |earned a
| esson at Santa Anita in that there should have been
nore of an explanation as to why the nunbers were not
avai | abl e Sunday ni ght.

I will say that, in the north, we
probably m ght have a nore understandi ng press
because the nunbers were rel eased m dweek and there
wasn't any problem But, again, we should have told
peopl e why the nunbers weren't being rel eased.

| think that, if you did see the
rel ease, the total handl e was down about 2 percent.
We were down 7 percent on track and handle. And we
were down 7 percent off-track in Southern California
handl e. But the ADWwas up an astronom cal anount.

Are there any questions?

CHAI RMAN LI CHT: Do you have a comrent about
that remark that | nade about tel evision penetration
and what it may or may not nean for ADW handl e?

MR, LIEBAU: | think it's probably too early
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to tell, but | have to say that | personally was
maybe surprised, gratified, and thankful that our ADW
commi ssi ons and noney for purses probably was a
little bit nore than what had been averaged at De
Mar and at Hol | ywood Par k

It was certainly depressing for the
first few weeks before we got the ADW nunbers so that
we knew where we were and we weren't that far off
budget because of the ADW

CHAI RVAN LI CHT: But you think that that's
evi dence, then, of some sort of cannibalization or
substanti al canni balization?

MR. LIEBAU. Oh, | think there is sone
canni balization. There has to be. Hopefully there
is incidental wagering also. But | nean | think
that | couldn't stand up here and tell you there
isn't some cannibalization.

CHAI RMAN LICHT: If this one year is just a
sanple -- and | understand that you say it's not
conclusive -- it would seemthat television
penetration nmay be irrelevant in ADW People are
going to bet, no matter whether there's TV or there
isn't.

MR. LIEBAU: Well, | think what the ADW

providers -- you nmight be getting ne here on thin

95



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

ice, and I know that you're not trying to do that.
But | think that the ADW provi ders nmaybe have gone
after the lowhanging fruit and that increases in ADW
in the future will be nore from people that either
were, you know, seldom cane or didn't cone at all

| think that those that we probably
have people betting on ADWnow nore frequently or
they're hard core that can't get to the track and
probably wagering nore frequently than they did in
the past. And to that extent, there's increnental
wageri ng.

COW SSI ONER HARRI'S:  You know, as one of the

hard core that's been sapped to sone extent --

MR. LIEBAU: Yes. | think that --
COW SSIONER HARRI'S:  -- | do feel that the
HRTV presentation is good. | only picked it up in

the last nonth or so of the meet, but | think that
your comentators did excellent jobs. And as a
consuner, you do -- are nore likely to bet watching
the TV than watchi ng your conputer because the
conputer, at least, in a lot of situations doesn't
have nearly the appeal of the TV show. And I --

MR. LIEBAU:. It also depends on how the horse
you bet on is running at any particular point in

time.
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COW SSI ONER HARRI'S:  Well, sonetimes it's --
the screen stopping is not a big problem

CHAI RMAN LI CHT: Any comments from anybody
el se?

MR. LI EBAU: Thank you.

CHAI RMAN LI CHT: Thank you for doing that,
Jack.

Okay. We have two videos. The first
one we're going to see was prepared by Comnr ssi oner
Landsburg, and sonme of us had the opportunity to see
it yesterday. |It's an outstanding |ook at the
wagering process and how it's governed. And we'l
watch that first. And then we'll watch the San Luis
Rey vi deo.

COW SSI ONER LANDSBURG. And | want to nake
clear that it's also available to any racing
association for utilization without fee. |It's there
as a part of our public service efforts.

(Video -- "Changing Perceptions" --

was shown.)

COW SSI ONER LANDSBURG. There is also a
thirty second -- if you want to use it on a
thirty-second breakdown of that, it has the sane
nmessage if you want to use it for follow ups.

(San Luis Rey Downs video was shown.)
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EXECUTI VE DI RECTOR WOOD: So we need to have
everyone exit as quick as possible; but,
M. Chairman, | need you to cone and cl ose our
nmeeting. M. Licht.

CHAI RVMAN LI CHT: Al right. The neeting is
adj ourned. W'l start the executive session.

(Proceedi ngs concluded at 11:55 A M)

--000- -
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