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PROCEEDI NGS

EXECUTI VE DI RECTOR WOOD: Good norni ng, everyone.
And wel come to Sacranmento and al so wel cone to the Capitol
We're certainly glad we were able to have our neeting here
this morning in the Capitol

And before | go on I'mgoing to just announce
that during sone of the presentations, well, we have an
awful 1ot of people who work -- a very val uabl e resource
of people who work at the California Horse Raci ng Board
staff. And nmany are the tinmes that we go to our Board
nmeetings in different places, well, they're not able to
attend.

We have sone of our staff nenbers here today.

And sone of themare going to be involved in nmaking sone
of the presentations, the issues on the agenda. So it's a
good chance for the industry to recognize them it's a
good chance for the conmm ssioners to recognize their hard
wor k and dedication. There are sone really great people
who work on this staff.

And with that 1'd like to just wel come you and
tell you that this is a regularly schedul ed neeting of the
California Horse Racing Board. And this neeting is being
conducted on Thursday, and it's June 3rd, 2004, and we're
at the State Capitol in Room 2040.

Present at today's neeting are Chairman John
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Harris, Vice Chairman Roger Licht, Commi ssioner Sheryl
Granzel l a, Comm ssioner Marie Moretti, Comr ssioner Jerry
Moss, and Commi ssi oner John Sperry.

Before we go forward with this norning's neeting
I would respectfully request that if you have testinony to
give to this Board, would you please state your name and
your organi zation for the court reporter. Additionally,
if you have a business card to present to the court
reporter, it would be appreciated.

Wth that 1'd like to turn the neeting over to
our Chairman, M. John Harris.

CHAI RPERSON HARRI' S:  And good norning. [|'d Iike
to join Roy in welcon ng everybody and appreciate having
sone of our valuable staff here also

First itemis the approval of the m nutes of the
regul ar meeting of March 25th.

Woul d Conmi ssioners |like to nove to --

COW SSI ONER SPERRY:  So noved, M. Chairman.

CHAI RPERSON HARRI'S: It's been noved to approve.

VI CE CHAI RPERSON LI CHT: Second.

CHAI RPERSON HARRI S:  Second to nove approval.

Al in favor of approving the m nutes?

(Ayes.)

CHAI RPERSON HARRI'S:  Now, we go on to the mnutes

of April 22nd.
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COW SSI ONER SPERRY:  Same action, M. Chairman.

CHAI RPERSON HARRI S:  Okay. Thanks.

COWM SSI ONER MORETTI @ Second.

CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI'S: Keep in mind that these
m nutes are on our website and are also in the packet. So
I hope that the industry or anybody interested does take a
| ook at those. And they're a good chronicle of what has
happened at different neetings.

The next itemis the discussion and action by the
Board on the Jockeys' Cuild proposal for jockey weight
al |l omances anmending CHRB Rul e 1615, scal e of weights.

ASSI STANT EXECUTI VE DI RECTOR M NAM : Thank you
M. Chai rman, nmenbers of the Board. Roy M nami, Horse
Raci ng Board staff.

I'"d like to introduce to you Hal Coburn on ny
right, who is a nmenber of our Policy and Regulations Unit.
And he's pretty much the one who's been doing all the
homewor k and the staff work and analysis in putting these
rul es together.

CHAI RPERSON HARRI'S:  Now, it m ght be good before
we really get into specifics of this rule if you'd give us
alittle bit of briefing on how the procedures work on

these rules as far as the -- we publish themand there's a
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comment period, and how people can get their input into
t hem

MR. COBURN: Ckay. Well, wusually at the
direction -- oh, excuse ne. Harold Coburn, CHRB staff.

Usually at the direction of the Board, we will
initiate either a new regulation or an anendnent to a
regulation. And the -- we wite a notice and initia
statement of reasons and take that to the Ofice of
Adm nistrative Law where they publish it in the register
And then the public has 45 days to comment on the
regul ati on.

After that coment period, the Board in genera
hol ds a hearing to either adopt or reject the amendnment.
And at that time we present all the public's coments
regardi ng the proposed anmendnent.

Al so, we include those comments in the file that
goes to the Ofice of Adm nistrative Law. And they | ook
at our either agreenment or rebuttal with those conments in
regard to the total file. And they nmake a deci sion based
on that.

CHAI RPERSON HARRI S:  When it conmes back to the
Board, you know, presumably with some comments, does the
Board -- you said you had -- we had ability to approve or
reject, but we also had the ability to approve with

nodi fications or is it --
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MR, COBURN: Yes, yes.

CHAI RPERSON HARRI S:  So you' ve got pretty good
latitude on this back to the Board?

MR. COBURN: Based on those
comments you can nmeke nodifications to a regul ation.

CHAI RPERSON HARRI S: At that point it would -- we
could take a vote on it at that point?

MR. COBURN:. Yes, sir.

ASS| STANT EXECUTI VE DI RECTOR M NAM : M.
Chai rman, at that point, once the Board has an item for
adoption and they make a change, then it -- by regulation
it would have to go back out for up to a 15-day
notification so that the public could conmment, and then
woul d cone back to the Board for final adoption on the
entire rule.

MR, COBURN: But there's only comrents on those
comrents, but based on the 15-day notification

CHAI RPERSON HARRI S: Okay. Go ahead with the
report.

MR. COBURN: Ckay. Thank you.

At the March 24 regular -- March 2004 regul ar
Board nmeeting the Jockeys' Guild proposed changes to
j ockey wei ght allowances. This has resulted in a proposed
amendment to Rule 1615, Scale of Weights for Age.

The proposed anendnent states: "Every horse
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shall carry ten pounds of riding gear to run." Provides a
definition of riding gear. And requires the officia
programto state that in addition to listed jockey weight,
every horse carries ten pounds of riding gear

The proposed anendnent al so defines jockey
wei ght, which is the weight of the jockey nude, absent any
riding gear or clothing, as recorded by the clerk of
scal es when the jockey wei ghs out.

The new m ni mum wei ghts for jockeys riding an
Arabi an or thoroughbred horse would be 118 pounds. The
jockey riding a paint, quarter horse or nule, it would be
123 pounds. This proposed anendnent does not alter or
af fect apprentice all owances.

In addition to the new m ni num wei ghts, the
proposed amendment requires that jockeys nmaintain a
m ni mrum body fat content of not |ess than five percent.
Jockeys whose body fat content is below five percent wll
be placed on a warning and suspended fromriding if they
do not neet the minimumw thin three cal endar days.

A jockey whose body fat is bel ow four percent
body mass total shall be suspended fromriding at any
race.

Conpliance with the body fat requirenent is
optional for jockeys licensed after December 31, 2003.

The proposed anendnent to Rule 1615 inpacts
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several rules, notably 1616, m ni num wei ghts to be
carried; 1684, itens included in weight; and Subsection AA
of Rule 1420.

The 1616, m ni num wei ghts to be carried, has
wei ghts that do not match the provisions of the proposed
amendnment, and it could be deleted fromthe rules and
regul ati ons.

Si xteen eighty-four currently lists itens that
are included in a Jockey's weight. And those itens are
now fol ded into the new 1615, so that regulation can al so
be del et ed.

Subsection AA of 1420 defines weights for age.
And if we take out 1616, that too can be deleted from our
regul ati ons.

The staff reconmendation is that the Board
instruct staff to initiate the 45-day public coment
peri od.

CHAI RPERSON HARRI'S: |I'mnornally clear on these
rules. We haven't done one recently.

Do we comment on the rule at this point or do we
put it out to the public and then they comrent and we then
address -- is it better at that point?

MR, COBURN: At your direction, | would initiate
the file and send it to OAL and they'd publish it, which

starts a 45-day public comment period. And that's when we
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listen to the comments fromthe public. But at this point
you too can al so comment on the regul ation

CHAI RPERSON HARRI S:  Well, you've got to get a
few comments today to see if we -- nmake sure we're going
the right direction, which | personally feel it's a good
progr am

One issue | had, sort of a technical thing, where
you tal ked about the jockey weighing out. Do you really
mean the jockey weighing in -- sort of conplicated -- if
he's weighing in or weighing out? But | would presune

that the idea would be that if he's nude, he's not going

out .

(Laughter.)

MR, COBURN: No, hopefully.

CHAI RPERSON HARRI S: So maybe that shoul d be
weighing in to the -- you know, well, whatever he's going

to get into his gear

VI CE CHAI RPERSON LI CHT: Are we on the noratorium
period on rul e changes?

MR. COBURN:. Yes.

CHAI RPERSON HARRI S:  The noratoriumon rul e
changes has been dropped -- they're just dropped for
certain types of rules?

MR. COBURN:. For actions that start after the

initiation of the Schwarzenegger adm nistration, we can
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start new regul ations.

CHAI RPERSON HARRI S:  Okay.

VI CE CHAI RPERSON LICHT: | think it's really
i mportant for the industry, nunber one, froma health
standpoint. | nmean we've all been nade aware of the
terrible health crisis that jockeys face as a result of
reducing to an abnormal degree. | also think it's great
fromthe public standpoint froma disclosure that people
really know what the weight is going to be, instead of it
doesn't include this and it doesn't include that. Now
we're going to know exactly what it says in the program
Plus 10 is going to be weights carried, that's ny
under standi ng, right?

MR. COBURN:. Yes.

VI CE CHAI RPERSON LI CHT: So one question | have
is in stakes races. The m nimum wei ght is going to be

118, which is really going to be 128, right? So that the

racing secretary, the lowest weight -- if there's sone
horse that doesn't belong in the race at all, he's going
to be assigned 118 pounds. If there's a chanpion horse in

the race, he m ght be assigned 130 pounds. So | nmean the
wei ghts are going to be dramatically higher. And that 130
pound assignnment is going to really be 140, the way |
understand it.

Maybe Darrell or sonebody can address that.
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CHAI RPERSON HARRI'S: It might be good to hear
fromthe Guild.

Yeah, | want to hear fromhimif he -- Darrell or
who would like to represent the Guild to answer sone of
t hese issues.

MR, HAIRE: Darrell Haire, representative of the
Jockeys' Guil d.

M. Licht, there's going to have to be sone
revision with -- as far as handi caps, nmin stake races
concerning this. Just like now because this is ful
di scl osure, there are -- we'll have to work with the
raci ng secretaries because there won't need to be that
swing of -- there's a big swing of weights right now,
there's a big gap. Because right now the way the
conditions are witten, they'll get three pounds now and
t hen since August or sex allowance.

VI CE CHAI RPERSON LICHT: Well, that's a stake.
I'mtal ki ng about a handi cap where there's a horse that
doesn't belong in the race. It literally has no chance.
That nmeans if the | owest the racing secretary can give him
is 118, so -- and if there's a chanpion in the race,
everybody going to have to give him 130 or sonething. So
really he's going to be carrying 140 pounds, right?

MR. HAIRE: Right.

VI CE CHAI RPERSON LICHT: And that's the way you
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expect it to be?

MR. HAIRE: The way it is now, yes.

CHAI RPERSON HARRI S:  Well, no, now you m ght be
carrying 135 pounds because then at 130 where this would
be --

VI CE CHAI RPERSON LI CHT: No, we wouldn't have to
be because you wouldn't have to get the fluctuation. The
| ow wei ght then mi ght be 108 on this horse that doesn't
belong in the race, instead of 118.

CHAI RPERSON HARRI S:  Yeah. Well, | think --
there's a spread of weights. It will probably not be as
big as it historically has been. But that is sort of a
tradeoff, | think.

I'd sort of like to hear a little rational e why
we shoul d grandfather jockeys' |icenses before Decenmber 1
2003.

MR, BROAD: M. Chairman and nenbers, Barry Broad
on behal f of the Jockeys' Guild.

I think the rationale for that is that there are
j ockeys that have operated under the current rules, such
as they are, for their careers and that we sort of
anal ogi ze to what happened in hockey -- professiona
hockey when they went to helnets. Rather than disturb the
sort of sense of nmental stability of the hockey players

that were then licensed, they made the rule that you had
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to wear a helnet apply to the new players. Very quickly
the old players started wearing helnets. Maybe a few of
their -- the view of a few of them was, you know, "I'd
rather die than wear a helnmet. That's not really hockey."
But very quickly they changed as they sort of -- the newer
pl ayers adopted -- were required to wear the hel mets and
it was clearly safe and it clearly didn't cause any issues
for them

And we felt that -- and there's obviously a very
good reason -- you could rmake a very good case for
applying it, period, to everybody. And if that's the wll
of the Board, you know, we're okay with that. But we
think it would sort of create a whole |Iot of potentia
| ess upset if we sort of grandfather in the jockeys that
were licensed prior to the -- essentially to the effective
date of the regulation. And we assune, however, that they
will begin to see the benefits clearly of not having to do
to thensel ves what they've been doing in order to make the
wei ght. And that there won't be nmuch of an incentive for
themnot to conply with this, because they' Il be able to
live a better life on and off the track

So that's basically the rationale for that.

COW SSI ONER MORETTI: Barry, |I'mvery nuch in
favor of this change. But the five percent body fat

wei ght, how did they arrive at that nunber?
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MR. BROAD: Well, | wish Dr. -- | think -- it
woul d have been hel pful if we had Dr. Seftel here. |
think that we arrived at that based on what was nedically
accepted concepts of what an appropriate m nimum | evel of
body fat is for a human being, at which point if you go
bel ow that your body begins to cannibalize itself. And
think that this is sort of a matter of scientific
evi dence. And probably in the coment period we would
certainly submt whatever degree of scientific evidence
anybody wants us to submit about the effect of too little
body fat on a person's overall health.

But that's the basic idea. That was essentially
the recomendation that came from physicians.

COW SSI ONER MORETTI: So it's a nmedically --

MR. BROAD: It is a nmedically accepted concept,
yes.

CHAI RPERSON HARRI'S: |Is there also a test or sonme
kind of a machine that is pretty well the gold standard of
body fat testing?

MR. BROAD: Well, at the last hearing in March
where we presented it, we brought the machines with -- and
there are several on the market. Technol ogy has advanced
to the point where these are relatively inexpensive. |
mean we're tal ki ng about under a hundred dollars, machi nes

that are noninvasive to use, that is, in the sense that
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you' re not taking a blood sanple. You're not even doing
what used to -- what they used to do, which was i merse
you in a water and | guess figure out whether you float or
sank or whatever.

(Laughter.)

MR. BROAD: You basically hold the handles of a
machi ne whi ch sends an el ectrical inmpulse through your
body, which in effect neasures its resistance when it
returns. It sort of goes through one side and fornms a
circuit. And it neasures the time -- of course these are
in split seconds. But it neasures the tine that it
takes -- and the different types of tissue in your body
has a different resistance to electricity. So there's --
and that's how | understand the neasurenment is made. And
we woul d be obviously prepared also to subnit information
on this testing. | don't believe it's controversi al

CHAI RPERSON HARRI'S: It's not going to be an
i ssue going forward that this test is better than that
test; it's pretty well standardized?

MR. BROAD: No. And what we had assumed was
that, within the sort of discretion of the Executive
Director, that there ultimately woul d be sone protocol for
how t his noved forward.

CHAI RPERSON HARRI'S: | thought maybe we'll go

ahead and hear comments of people at this point that are,
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you know, in favor of the proposal and some that mmy be
just -- are neutral or have issues with it.

MR. BROAD: Yeah, if you don't m nd, maybe |']
just conclude at this point.

And so we're obviously in favor of the proposal
goi ng forward.

| got a couple of comments from people, including
this norning, who are -- fromthe i ndustry who are
concerned about having it -- you know, a 45-day comment
period and having it go into effect, you know, within a
very short period of tine thereafter. A couple of people
have nmentioned the end of the year. 1'd just |like to say,
fromour perspective we want this fully vetted and we want
it inplemented in a way that makes everybody confortable.
So if it requires delaying the -- and | don't know if
actually having it happen in the later fall or, you know,
by the end of the year -- we certainly wouldn't want to
delay it past the end of the year. But if that would help
people to have its inplenmentation date be, you know,
January 1, that would not be an issue for us -- or, you
know, Novenber 20th or whatever. W may get there anyway
in terms of the natural course of the way regul ati ons take
to be reviewed. | have a feeling, if a 45-day comment
peri od happened today, if there was any revisions to the

rule, it would then be submtted to the O fice of
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Administrative Law for their review, that would take sone
time, | think we'd probably be into the fall anyway before
it would actually becone effective.

And | guess --

EXECUTI VE DI RECTOR WOOD: |'d kind of agree with
t hat .

CHAI RPERSON HARRI' S:  Yeah, | think that's going
to take care of itself. And it probably is -- 1| think

it's inmportant the industry understand that we're not
really, you know, approving it today. W're just starting
to get it going. And what | want to do is get maxinmum
conment, you know, with the hope of basically doing
sonmething that's going to help the industry.

MR, BROAD: And |I'Ill just conclude by saying this
is obviously very, very inportant to the Jockeys' Guild
and we think will, you know, benefit racing ultimtely,
because we're just going to have -- we're not going to
have di zzy jockeys getting on horses in the end.

And | would just |like to say, in conclusion, we
really want to work with the industry. |f anybody has any
questions, they can contact nme or Darrell or the president
of the Guild. And we'll sit down with anybody, we'll fly
anywhere. We'll give them whatever information they need.
We' || do whatever we can do to make people fee

confortable. But of course at this tine we obviously
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support noving forward at this point with the 45-day
coment period and thoroughly vetting this issue and
taki ng comments from everybody.

Thank you.

VI CE CHAI RPERSON LI CHT: | think Decenber 26th
woul d be a logical tinme since that's sort of the fisca
year of horse racing. So that would be a logical tine to
start at.

EXECUTI VE DI RECTOR WOOD: M. Chairman, just to
clarify. The tineframe on getting the OAL, Ofice of
Admi nistrative Law, to approve once we go through the
vetting process, once we have the Board actually approve
the final regulation is a tinme-consum ng process. And we
were very fortunate under ADWto get an expedi ent hearing.
I don't think that Decenber 26th is a date that's not
within reason if we were to start now. If we start nuch
|ater fromnow, we're talking past the year of 2004 as an
i mpl enentation tine.

So | think Barry's analysis of howlong it wll
take to go through the adm nistrative process is pretty
ri ght on.

COW SSI ONER MORETTI: Barry, where will the --
is California the first --

MR. BROAD: Yes. Although we've had -- we kind

of took this on the road here before we even brought it up
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in California. And | think it would be fair to say that
other -- there's been discussions in other states. And
ot her states are kind of looking at this. | think other
states are interested. W don't have a sense in other
states that there's great resistance to this notion. |
t hi nk people sort of feel generally nationally that it's
about time. | can't promise that other states wll adopt
it, but our feeling -- our strong feeling is that they
wi Il quickly adopt this.

And we will certainly be, you know, pressing
forward because this is a very, very inportant thing.

Thank you.

MR. HAIRE: Chairman Harris, with this -- and
getting back to what your earlier question was about
wei ghi ng out.

This would be the jockey when he cones in the
jockeys room The clerk of scal es would know what he
wei ghs. And so you wei gh out with your equi pnment and then
you wei gh back in after the race. So that's where the 10
pounds cones in. You get on the scale with everything,
fromthe whip to the overgirth, undergirth hel met,
jacket -- all the equipnment. So that's how it would be
when you conme in the jockeys room And the clerk of
scal es woul d know exactly what you wei gh

And this would set really three standards here:
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We're setting a mninmm which has not been set
really before, or a base that you start with, with the
m ni mum bei ng 118.

Also with the 10 pounds of equi pnent, that would
make it uniform throughout the country. Because that's
what it is, 10 pounds of equiprment, we know.

And also it would help riders, because there's
been -- there's been tal k about, well, exercise riders
will reduce the get-down. WelIl, that body fat -- the
m ni mrum body fat would solve that problemalso. And they
already do this in other sports, like westling. So this
would work. This is the thing to do finally. This would
make these riders throughout the country so nuch
heal t hi er.

And it goes hand in hand with educating riders
about nutrition. | knowif | could have done heavi er when
| started riding, | wouldn't have had to do what | did to
nmy body, you know, at such a young age. This four or five
pounds is going to nake a great difference to a | ot of
these riders.

And we appreciate it.

CHAI RPERSON HARRI S:  Thank you.

MR, HAIRE: Thank you.

COW SSI ONER MOSS: | have one or two questions.

There doesn't seemto be any change in the
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apprentice. Could you explain that, in apprentice weight,
how does that work?

MR. HAIRE: M. Mdss, the apprentices would stil
get the five pounds or seven or ten. So it wouldn't
change as far as their weight allowance at all

CHAI RPERSON HARRI'S: It would come off of the
m nimum 118. So if the apprentice got five, it would be
113, where today it mght be --

MR, HAIRE: Exactly, exactly. So they wouldn't
start killing thenselves. |t would be nore confortable
for themat an early age. So they could start taking care
of their bodies instead of having to weigh 107 or 108.

You know, it would make them so nuch heal thier also

COW SSI ONER MOSS:  Then the al | owance woul d cone
fromthe 118?

MR. HAIRE: Yes, sir.

CHAI RPERSON HARRI' S:  Conmi ssi oners have any
guestions of the proponents before we go on to any other
conment s?

Thank you.

MR, COUTO. Good norning. |'m Drew Cout o,

Thor oughbred Owers of California. Last nanme's spelled
C-o0-u-t-o.
TOC i s not opposed to this proposal. But nor are

we in support at the nonment. Just to give you a little
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background. W are -- | guess our objective here is to
ask that the 45-day period not begin until the July
nmeeting. And |I'Il explain the reasons for that.

We invited the Jockeys' Guild to our May neeting
to make the sane presentation that they had nmade to this
Board previously, so that the owners have a ful
understanding of all the consequences and how it differed
fromcurrent practices.

M. Al bert Fisk was kind enough on behal f of the
Jockeys' @uild -- | believe he's Vice President -- to cone
out and make the presentation. The presentation ended up
being very confused, M. Fisk admtted that he | acked
quite a fewer details on how this would affect current
procedures and what the ultimte weights would be, and
represented that he would conme back in July with |oca
riders to explain the differences between the proposal and
current practices and what the full extent would be on
wei ghts and on the industry.

And we accepted that, that they would cone back
in July and meke their presentation. Qur fear is that if
they do -- and we believe they will cone back in July --
if they do cone back in July, you'd begin the 45-day
period today, in the event that discussion raises sone
concerns about this regulation, we'll have really 15-days

or less to provide comment. And | think you're | ooking
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for intelligent conment, perhaps scientific coment. W
don't anticipate that happening. But we just think if it
is a 45-day period, it should be a 45-day period -- ful
period, not a 15 days due to the fact that, again, the
Quild wanted to cone back in July and conplete the
presentation so we all understood exactly what was
occurring, because M. Fisk could not explain that.

| believe the CTT will also sort of echo that
same concerns, is that they had an understandi ng that the
@Qui ld woul d be coming back to clarify a nunmber of issues
that were raised. And we'd just ask that the 45-day
period begin with your July neeting rather than the June
nmeet i ng.

VI CE CHAI RPERSON LI CHT: And are you going to
consi der handi cap race issue, | nean a m ni num of 118?

MR. COUTO We wanted to understand the dynanics,
the conpl ete dynami cs of how that was going to affect
everything. There were a series of questions raised. And
just, frankly, they could not be answered, and that caused
us some concern.

CHAI RPERSON HARRI S:  Could you do an option to
this comment period and make it nore than 45 days? O is
that -- if we go 45 days and extending it -- or how sacred
is that 45-day deal ?

MR, COBURN: It's set in concrete pretty nuch.
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EXECUTI VE DI RECTOR WOOD: It's sacred.

What you do have an option, however, is that if
the 45 days -- if the comentary received or the concerns
have been questionable, there's no need for us to put in
front of the Board on July the rules for adoption.

By the 45-day period of tine gives a |lot of room
for comrentary. W' ve actually asked for comentary since
May the 10th in our letter to the associations and the TOC
and the CTT. But if in fact comentary cones in that
makes it inpossible to create a regulatory process that
everybody's going to agree to, then we have an option to
put in front of the Board in August the adoption of the
rule. So the only tineframe that's inportant is because
statute requires a 45-day notice. Wen we get the
commentary in and try to create or adjust the regulation
as proposed today, then we don't have to put it up for
adoption by the Board until sonme tine after that.

MR, COUTO M. Wod, TOC didn't respond to the
May | etter because we didn't have enough information to --

EXECUTI VE DI RECTOR WOOD: | understand. | mean
you and | tal ked about the fact that you have a neeting
and you guys were going to talk about it.

CHAI RPERSON HARRI'S: | think though that, you
know, horse organi zations representing -- you have over a

mllion dollar budget and you represent, you know,
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t housands of owners, that you need to find the tine to get

the information that you need. | mean you can't just say,
"Well, we'll wait till July and we'll get around to take a
look at it." | nmean you've got to be a little nore

proactive on your own part | think to find out whatever
your concerns are.

MR, COUTO M. Harris, W' ve been proactive
We' ve spoken to a number of riders. The problem was that
the Guild woul d cone back and nmake the presentation to the
full board with all of the information and riders
avail abl e, and that was a nutually agreed date, not
sonmet hing we just selected for convenience to TOC

CHAI RPERSON HARRI'S: So when is that going to --
that's only going to be at your July neeting?

MR, COUTO  Correct.

CHAI RPERSON HARRI S:  When is that?

MR COUTO. It would be the first Thursday.

don't renenber the date exactly.

CHAI RPERSON HARRI S:  Even if we -- if we wanted
to, I -- it seens to nme like we should put it out for
comrent. But probably not really act at the August -- at

the July neeting, but consider acting at the August
meeting. Just have it just drag on forever because it's
going to take a long tinme even once we publish the --

MR, COUTO | don't think that would be a problem
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fromTOC s perspective.

COWM SSI ONER MOSS: | don't see what the big
difference is between 45 days and 15 days, frankly, you
know. | nean if you're really active about sonething and
you feel something, | don't know why you need a whole 45
days to do it.

MR, COUTO Well, 1I'd hope we wouldn't. |'d hope
we could do it in 15 days. But if the regulation is such
that this type of rule permts a 45-day wi ndow to do
| earned exam nation and hopeful |y contact people who m ght
be able to explain -- it's tough to set that 15-day w ndow
and say we can do it absolutely then

EXECUTI VE DI RECTOR WOOD: Just one point of
clarification. The 45-day period will not start today.
The 45-day period starts once we file the docunentation
with the proper authorities. So 45 days from today could
be 50 days, it could be 60 days, dependi ng upon when the
docunent ati on goes in and when we nmke our filing. So the
45 days is -- once it's filed, then it's 45 days --

CHAI RPERSON HARRI' S:  Yeah, even -- there would
probably be no opportunity to do this in July even if we
wanted to expedite it, | guess.

EXECUTI VE DI RECTOR WOOD: We'd be hard pressed to
make July. | think it's going to be August or after

the -- when it gets back up for a full vote of the Board
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and the rule's solid enough to get consideration.

MR. COUTO Then | think we don't have a problem
with that.

MR. VAN DE KAMP: John Van De Kanp, COC. | just
wal ked in. And I'msorry. W've been on an NTRA
conference call this norning.

The problem | think though with putting it out
today -- | understand your interest in doing that -- is,
very sinply, that if there are amendnents and changes in
this rule, you're going to send it out back again if
they' re substanti al

EXECUTI VE DI RECTOR WOOD: For 15 days, M. Van De

Kanp.

MR. VAN DE KAMP: Pardon me?

EXECUTI VE DI RECTOR WOOD: For 15 days --

MR. VAN DE KAMP: It would have 15 days after
t hat ?

EXECUTI VE DI RECTOR WOOD:  Yes, sir.

MR. VAN DE KAMP: All | can say is that -- you
know, the way this thing reads right nowis that every
horse shall carry ten pounds of riding gear. Does that
nmean every tinme, you know, that a jockey who weighs in, he
has to have his riding gear with him it has to all be
wei ghed out, and it has to weigh ten pounds? | don't

think that's what you intended. But that's what the rule
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says. That's the rule you're sending out.

And | think that given the informtion we had
and -- | wish Chris had been there when we had our
neeting, because | think we could have clarified a | ot of
this. But | don't think that the gear wei ghs ten pounds.
And - -

EXECUTI VE DI RECTOR WOOD: Actually M. Haire is
here with the equi pment. He brought that equipnment to our
nmeeting in San Mateo -- excuse nme -- at the Golden Gate
Fields -- pardon the slip. They brought the equipment.
It's here today. |If the Board wishes to denpnstrate it
again or for those who have not seen it, those who didn't
attend that nmeeting, |'msure M. Haire would be happy to
expl ain how they determ ned the ten pounds of weight if
you think it's necessary.

CHAI RPERSON HARRI S:  Yeah, | also -- yeah, |
think the ten pounds is a key part of the thing. | think
the thing it is -- if it's not -- you know, it's 9 pounds,
t hey add anot her pound where it's going to end up being 10
pounds of what they might call a gear -- but it's not
quite 9 pounds or 11 pounds.

MR. VAN DE KAMP: | think, you know, you want to
keep that weight as little as possible, you know, for the
benefit of the horse and the trainers. W're not trying

to penalize the horse. W're trying to help Jockeys. And
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we're very interested in doing that, but we want to do it
so everybody understands the nunbers. Wen we had our
presentation nmade to us, it was very unclear, frankly,
what was involved here. And sonehow we'd have to just al
come down so everybody understands, you know, what the
weight is, that they're carrying the additional weight,
and what the actual weight of the jockey is.

So | think the neeting that we're going to have

will be very helpful and clear the air and m ght, you
know, result in sonme amendnments to this rule. And | just
don't want to have to go back twice. |If it's only 15

days, maybe it's not so nuch a problem But --

CHAI RPERSON HARRI'S: | think we're probably going
to have to go back to the 15 day any way we do it.
There's going to be sonething in there that | don't know
if this rule exists -- as witten is going to be a fina
rule anyway. So | think everyone's going to have anot her
bite at the apple. But |I'd hate to see us delay it just
to be delaying it. If it's what -- your conments is to
put it out there and | et people make their coments, then
go forward fromthere, which, no, we're not really
endorsing it or not endorsing it, but we want to start the
peri od.

MR, COUTO | think, as you said, there'd be no

action taken on the rule until the August neeting. That
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likely provides all of us a sufficient tinme period to get
you, hopefully, some hel pful information or comrent.

CHAI RPERSON HARRI'S: | think it would be hel pfu
if some of us could actually go to the jockeys room and
see exactly what all this ten pounds anmobunts to, because
it isalittle confusing to really understand that there
is ten pounds -- | mean there's sonething there now. |It's
not like we're going to go zero to ten. But you're going
to go from maybe six to ten, arguably.

MR, COUTO O course, you know, we ask questions
about the light saddl e, the heavy saddle, which saddle are
you wei ghing. You know, there were a nunber of questions.
There's a nunber of variables. And in all candor, they
were very cooperative. And so we want to give you this
information. W don't have it today. And we're trying to
all work altogether here, and | think we can do that.

MR. VAN DE KAMP: | think there's sone other
things that might go into this ultinately. And | don't
want to prolong this discussion. But we've had a
di scussion | ast night about what m ght be done to better
educat e j ockeys about their own health issues. When you
get to this five percent body fat neasure -- | think
there's a trenmendous anobunt of sort of education that can
be provided from whatever source, | think needs to be

di scussed to jockeys on an ongoi ng basis about how to
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mai ntain their health and how to, you know, be basically
within the standards that we're going to be setting. And
I hope that the Jockeys' Guild might join us on this
t hrough sone programs to, you know, better help their
j ockeys. Because there are |ong-range health aspects that
Chris can speak to very know ngly that affect Jockeys.

And | think that -- you know, the five-percent rule's one
thing, but we're going to have to do a lot nore than that.
So that can enter into this too.

MR, COUTO  Thank you very much

CHAI RPERSON HARRI S:  Thank you.

MR. McCARRON:  Chris MCarron, Santa Anita park

First of all, MEC -- |'ve spoken with a nunber of
the executives at Magna Entertainnent, and they're in ful
support of raising the scale of weights. More
specifically, we at Santa Anita are definitely in favor of
raising the scale of weights. | fully recognize the grave
situation that a lot of the jockeys are riding under and
the conditions that they subject thenselves to. And they
certainly need to be corrected.

But to concur with what M. Van De Kanp j ust
mentioned, | firmy believe that an educational process
has to be part of this whole agreenent. There are a |ot
of things that especially the younger jockeys, who are

just starting out who engage in these different types of
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wei ght reduction procedures, don't understand what the
long-termeffects are going to be, what the results are
goi ng to be.

That being said, | think that we coul d probably
come up with some sort of a way to provide education for
the riders that will help them along these |ines, help
t hem under st and, you know, why jockeys actually choose to
engage in these activities, because that's really what it
boils down to. It is a nental choice. Quite often it's
not a mental choice that is easily decided upon. A |ot of
it comes fromthe pressure and the stress that they're
under .

Very nmuch Iike an individual who deals with
problenms in their life or business of whatever, they drink
or they do drugs or whatever, a |ot of jockeys engage in
these activities, quite frankly, because of the
psychol ogi cal aspects of the stress invol ved.

| think that's a particular topic that | would
use a different forumto get into greater detail. But I'm
certainly not a psychologist by trade, so | don't know if
I could be called an expert. But fromny own persona
experience, | certainly could shed sone light on it.

But getting back to the support of the wei ght
changes, | definitely amin favor of doing it. And I

mentioned to Barry before this neeting started that |
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would Iike to target the start of Santa Anita as a goal to
i npl enment the change, mainly because, since |I'mwearing a
general manager's hat now, |I'm concerned with field size.
And | don't want to give the trainer an excuse to say that
these scale of weights -- the raising of the scale of
wei ghts is not going to be beneficial to the industry,
especially here in California. |1'Il give you an exanple.

If atrainer has a filly that he wants to run in
the Ladi es Secret Handi cap and she's going to be assigned
132 pounds, you know, she's going to end up carrying 132
pounds, that trainer could easily say, "Well, I'mgoing to
the Ruffian or the Beldane instead because ny filly wll
only have to run with 118," 120, whatever the wei ght may
be. And, therefore, have himshoot holes in this whole
program saying, "It's not going to work. You're forcing
me to go el sewhere.™

Starting on Decenber 26th, they don't have as
many choices to ship out of town. They could go to
Aqueduct and race in the freezing cold if they want. But
that doesn't happen too often. O they could go to Gulf
Stream Park, which just happens to be a Magna track. And
| don't know how the managenent of Gulf Stream Park feels,
but I do know how t he managenent of Magna Entertai nnment
feels. So | think we can sort of arrest that situation to

a degree.
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So with that being said, at this stage | don't

think we're necessarily -- we at Santa Anita are
necessarily in favor of having this particular situation
totally regulated by the Racing Board either. Currently
it's basically house rules at every track around the
country. The weights are determ ned by the racing
secretary's office that's there. And at this stage
woul d be in favor of causing it to be -- remain as house
rules rather than -- to possibly address Conmi ssi oner
Licht's concerns about the -- you know, the nininum being
that 118 that -- or 128 that a horse is going to have to
carry in a handicap. House rules would allow us the
flexibility -- allow the racing secretary the flexibility

to go down just a little bit if need be, you know. Again,

I"'mnot -- | want to do everything | can to help the
riders. But, by the sane token, | want it to be fully
accepted. | don't want to have any chance of holes in the

program And | don't want people to be able to say,
"Well, it's not going to work because there's a weak |ink
in the chain" and -- the old cliche, right, you're only --
the chain's only as strong as its weakest |ink.

VI CE CHAI RPERSON LI CHT: So are you in favor of
this or are you opposed to it?

MR. McCARRON: |I'min favor of raising the scale

of wei ghts.
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VI CE CHAI RPERSON LI CHT: To have the Board do it
or are you not -- are you in favor of this rule change or
not in favor of it?

MR, McCARRON: I'mstill listening. At this
stage | haven't determ ned whether or not |'mtotally in
favor of having the Racing Board inplenment or anend the
rules as they currently stand.

CHAI RPERSON HARRI S:  So as far as a house rules
i ssue, | guess the race track would still have the
| atitude of assigning higher rates. This just sets a
mnimm So | guess you could effectively do anything you
wanted as long as you didn't assign weights under 118 as
the base rate weight.

MR, McCARRON: An exanple is that several years
ago the TOC went to the racing secretaries in southern
California and successfully persuaded themto raise the
mnimuma little bit. It was raised by, | don't know, two
or three pounds. And it was done -- you know, it was done
qui etly and wi thout any objection and, you know, it was
handl ed very well. It was a step in the right direction

We just need to take a little bit bigger step and
raise the mnimumto a degree that we don't have the high
percentage of jockeys around the country riding at a
dangerously | ow body fat percentage |evel.

CHAI RPERSON HARRIS: | think that's going to be
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t he whol e purpose of the comrent period is to insert
comments if you feel -- conceivably | guess you could have
sonme exception for handicaps that allow for greater
flexibility or something like that. But | think this
needs to be witten into the rules sonehow. That way it's
not somet hing that no one knows about except that sone
given track does it and it's not really in conpliance with
the rule.

MR, McCARRON: Well, | certainly would be in
favor of that.

CHAI RPERSON HARRI'S: One of the issues | think on
that whole issue is just health of riders in general. And
this is one way to look at it, although there's a |ot of
di fferent ways.

I'"m not clear what the current practice is now as
far as physical exam nations of riders. 1s that like a
yearly requirement for licensing, or how does that work?

MR. McCARRON: Yes, it is. At Santa Anita Park
and | believe at Golden Gate Fields in the first --
sometines during the first two weeks of January, the
medi cal doctor will go into the jockeys roomwith his team
of nurses and conduct physical exani nations.

Do | think it's enough? Not really. You know, |
think that the physicals could be conducted a little bit

nore -- in nore depth.
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CHAI RPERSON HARRI' S:  Yeah, physical examis kind
of a termthat can be used maybe fromtaking a person's
bl ood pressure to, you know, spending three or four days
sonepl ace.

MR, McCARRON: Have you ever had a nedica
exam ner conme to your house for an insurance physical?
That's about what we go through.

EXECUTI VE DI RECTOR WOOD: No comment .

CHAI RPERSON HARRI'S: Since he's also selling
insurance, it's a little easier

MR. McCARRON: It's not a very el aborate exam

CHAI RPERSON HARRI'S: | nean is that witten out
somewhere or is that just sort of a house rule or is
that --

EXECUTI VE DI RECTOR WOOD: It's part of the
regul ati on.

CHAI RPERSON HARRI S: It is part of the
regul ati on?

MR, McCARRON: Yes. You can't -- if a jockey
keeps avoiding this physical, usually by the end of
January the stewards call himinto the office and say, you
know, "You're not riding until you get your physica
t aken. "

CHAI RPERSON HARRI'S: It was a surprise to ne

that, we have trucks in our company, our truck drivers
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have preexisting physicals they have to take, they've got,
you know, random drug testing they' re subject to. There's
a lot of different things for truck drivers that are
really -- | don't think jockeys should, you know, be as
i mportant as truck drivers. But we're better taking care
of our truck drivers because of the country than we are

the j ockeys.

MR, McCARRON: Well, it's certainly better than
nothing. | nean, you know, physical does occasionally
reveal a problem-- health problemwi th a rider. But npst
of the time the riders have a basic clean bill of health.

CHAI RPERSON HARRI S:  Okay. Thank you.

MR. McCARRON:  Sure.

MR, HALPERN. Ed Hal pern with California
Thor oughbred bred trainers. M. Chairman, Conmi ssioners.

I just handed out a letter which we had sent to
you. Unfortunately, by ny travel tine many of you didn't
get it.

| amrelieved at the coment you' ve got here
t oday, because | think it does support the theory that
this is much too conplex an issue to be stuffing into a
45-day period and trying to figure out all of the
conplexities of what we're |ooking at here.

As you said M. Harris, we want maxi mum comrent

on this. And | appreciate Barry Broad's coments that we
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want this thing fully vetted and need scientific evidence
here.

And our mmjor concern is that the tinmefranes
created by a 45-day period and then 15 days foll ow ups on
that just conpress this issue into tinefranmes that are not
realistic when you' re |looking at scientific evidence and
reviews of even what the current situation is. As you can
see fromyour own conmments and fromthe comrents of people
who have spoken before ne, nobody's really sure what the
current weights are that are being carried. W seemto
have different situations at different tracks, wth
di fferent paddock judges, those kinds | things or -- |'m
sorry -- clerks of the scales.

So in order to give that a fair hearing we need
nore time than that and | think this issue certainly
deserves nore time than that. W need to do our honmeworKk.
We need to get educated.

I"'mnot quite sure why there's a rush to judgnent
at this moment. As | nentioned in ny letter, we certainly
ought to be considering -- and not that it's
determ native -- but we ought to be considering that this
does in the whole jockey colony. Wat it does, and maybe
it's a good thing, it opens it up to much heavier people
and rmuch | arger people who are then going to be suffering

and struggling to get down to 118 and, therefore, creating
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possibly the sane or worse probl ens than we have now by
creating a whol e new genre of jockeys.

Agai n, not determ native, but they're the kind of
things we need to be thinking about. And to rush that
into a 45-day period and to do it with letters and such
and force just does not seem appropriate to us.

COWM SSI ONER MORETTI: M. Hal pern, because that
doesn't seem appropriate, do you have a suggesti on on what
does seem appropriate to in terns of tinme?

MR. HALPERN: | would -- it occurs to me that
this is really the kind of issue that woul d best be
referred to a cormittee of this Board to do a conplete
study so that we look at all these issues.

I even refer back to -- and Barry Broad's comment
about the five percent body fat and needing scientific
evi dence. We do. What we have at this point is one
letter fromone doctor. W don't -- obviously we can't go
by that kind of scientific evidence on this inportant an
issue. And we don't know what it's going to take in order
to get meani ngful evidence of the whol e body fat concept.

So | think it is the perfect kind of issue to
expand to a greater base and give us all tine to educate
our sel ves.

CHAI RPERSON HARRI'S: | think we want to take al

the tine we need. But hopefully we're intelligent enough
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people to figure out things over a period of, you know,
two nonths or so. That's what we're |ooking at really, to
start to move forward and get all the evidence on the
table and see. But | nmean it doesn't -- one of the things
it doesn't really help us very much is we get a letter
fromyou on June 1, that we're already up here by then, |
guess, that we need to get the whole industry really

|l ooking at it and that there's different issues that need

nore data or nore things which still haven't been
addressed. But we can't -- | just don't want to see it
drag on and on and on and so -- into oblivion. | think we

want to get it, you know, resolved one way or the other at
some point. But it looks like we're not going to do it,
you know, in June and we probably won't do it in July.

So | hope ny horse is running faster than the
Board is going to take any action on this.

MR. HALPERN: Well, we've had these rules for a
| ot of years, M. Harris. |'mnot sure that June or July
or August is the issue. The issue is, in my mnd, the
i ndustry and what we do for the health and safety of the
j ockeys and doing the right thing.

| apol ogize for the untineliness of nmy letter
But on the other hand, we were in the sane position as the
TOC, and that was that the Jockeys' Guild had offered to

provide us with information. And we were hoping that we'd

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

41
see sone of that information before today.

CHAI RPERSON HARRI S:  Okay. Any other coments
from the Conmmi ssioners?

COW SSI ONER MOSS:  Wel |, how nuch nore proof do
we need about the body fat issue? | nmean how nmany nore
doctors do you want to substantiate the fact that, you
know, |l ess than five percent body fat is dangerous for any
ki nd of human being in athletic activity?

MR, HALPERN. Well, M. Mss, you know, | guess
we each have our own standards for that. And | can
appreciate that sonme of us mght be satisfied with the
letter that's been presented.

| don't know this doctor from Adam And there
may be 50 others out there at universities across the
country that will tell you if you get bel ow ei ght percent
body fat, you're in big trouble. There m ght be 50 others
in other universities throughout the country that wll
tell you if you get below two percent. But it's certainly
the kind of information we should have before changing a
whol e industry that affects hundreds and literally
t housands of people in this state and across the country.

EXECUTI VE DI RECTOR WOOD: So you weren't at the
neeting we had at Golden Gate Fields and heard the
presentation fromthe doctor; is that correct? Wre you

at Gol den Gate Fields?
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MR, HALPERN. | was not. But, again, it is one
doctor and not necessarily an expert on --
CHAI RPERSON HARRI S:  Well, | think -- well, the
doctor we heard fromthere is Dr. Seftel. It is a very
wel | credential ed doctor with very inpressive credentials.

| agree that we shouldn't just rely on one, that we

could -- you know, there's all kinds of data avail abl e now
on any possible subject from-- there's got to be a |ot of
nmedi cal research done with this. | think that, you know,

the Jockeys' Guild should come up with, you know, nunerous
evidence that this is the right nunber.

But I think we need to -- | don't have a problem
with taking a lot of tine to look at it. | just don't
want it to be something that really -- you know, they say
that delay is the sincerest formof denial. Sonetines you
just delay sonething until it kind of goes away. But |
think we want to nove forward at sone point. But we need
to make sure that everybody's working together, and pick
up the phone or send theman E-nmil or sonething and get
sonme i nformati on exchange back and forth so that
everyone's at |east on the sane page of what the issues
are.

MR, HALPERN. | think we're in agreenent with you
on that, M. Harris. |It's certainly an issue we should

nove forward and take a look at. But | don't think we
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should cramit into a very short tine period and linmit our
ability to understand and educate oursel ves.

Thank you.

CHAI RPERSON HARRI S: Thank you.

Okay. Would you like to say sonething?

MR. HAIRE: [|'d just like to express --

CHAI RPERSON HARRI' S:  Just come on up

MR, HAIRE: Darrell Haire, nmenber representative
of Jockeys' Guild.

W're willing to work with TOC, the trainers,
anyone that -- we'll give any information and work with
themto prove about the body fat, whatever information
t hey want.

And, M. Van De Kanp, as far as the ten pounds of
equi pnent, that's what it is. [It's ten pounds with the
little saddle. We can prove it. [It's very sinple.
think they need to see a presentation. We'Il give it to
them soon -- you know, next week if they want, because we
can show themthat it's ten pounds of equipnent. |It's
very sinple

CHAI RPERSON HARRI S:  What if a person had a smal
saddl e versus a big saddle? | nean do you have -- how do
you nake it come out to 10 pounds?

MR HAIRE: That's mininum Wth a little saddle

it is 10 pounds. For the biggest saddle it would be --
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there's -- usually riders have three saddles, you know, a
smal |l one, medium or the big one that can tack 7, 10, 12
pounds with the | ead packets.

The little saddle in the equi pment wei ghs 10
pounds.

VI CE CHAI RPERSON LI CHT: So if a jockey's
assigned 118 and he only weighs 115 nude, he'll have his
10 pounds of equi pment plus 3 pounds of |ead?

MR, HAIRE: Yeah, or a little bigger a saddle --
or there's a little bigger saddle.

CHAI RPERSON HARRI'S: He can have a bigger
saddl e --

MR, HAIRE: Absol utely.

CHAI RPERSON HARRI S: -- the bigger saddl e makers
of the world.

(Laugter.)

MR HAIRE: | know this is conplex. It is
conpl ex. But then, again, once you see a presentation,
and it's not as conplex as it sounds. |It's just sonething
that's never -- you know, there needs to be a change here,
and this would fix it. Wth the 10 pounds it would be
uni form t hroughout the country because that's what they
carry anyway. That's what they weigh with all the
equi pnent under girth, a saddle, towel, whip. W're

i ncluding everything that they already do right now
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The problemis, different parts of the country,
because of added equi prment |ike the safety jacket, sone
clerk of scales give one or two pounds. |It's different.
They're allowed different weight. This would nmake it
uniform What the jockey gets on the scale with, that's
what he wei ghs, and conmes back wei ghing the sane thing,
unl ess he picks up dirt or nud or whatever. So it's true
wei ght .

CHAI RPERSON HARRI' S:  Coul d you have Dr. Seftel or
whoever you want circul ate sonething to the Board and the
i ndustry explaining the rational e behind the body fat
concept and the danger of going into a | ower body fat, so
that we can see the scientific data behind that in case
there's, you know, concern with that.

MR. HAIRE: Yes, sir.

CHAI RPERSON HARRI S: Okay. Questions by the
Conmi ssi oners?

VWEE woul d need a notion to notice this -- to
start the process.

COW SSI ONER GRANZELLA: 1'1l nove

CHAI RPERSON HARRI S:  Conmi ssioner Granzella Air
noved.

VI CE CHAI RPERSON LI CHT: You know, are we going
to say starting out as of December 26th, can we add that

to the anmendment ?
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EXECUTI VE DI RECTOR WOOD: See, | don't think we
shoul d add that because it all depends on the tinmeframe.
But | think -- I can alnpst assure you, with al
reasonabl e assurance that | can nuster, that if we start
this process today, by even asking us to notice the
i mpl enentation of this, we'll be very fortunate to be done
by Decenber 26th if we work hard and everybody cones to
sone unity on it

And many of the people in the room have been with
us while we've gone through rul e-meki ng processes. And
thi nk sonetines they've conpl ai nted because it's taken too
much tinme, sonetines we've gone too fast. This is a
starting point. It's not an end-all. W did not try and
could not come up with a regulation we thought answered
everybody's questions. W solicit input fromthe time we
left Golden Gate Fields. We'Il keep soliciting input till
the time you hear it as far as a formalized rule is
concer ned.

But | don't think there's anybody in this room
who has any visions that this would becone
i npl ementational before the 26th of Decenber if we just --
everybody agreed from here, fromthe get-go that it was
all right. So, you know, it's going to take sone tine.

CHAI RPERSON HARRI'S: | think clearly probably

this rule as we're seeing out today is not going to be the
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rule we adopt anyway. So | think it's probably little
likelihood that this will be adopted intact. There'll be
changes, but we could nmake the changes for inplenmentation
date at that point.

COW SSI ONER SPERRY:  Second the notion

CHAI RPERSON HARRI S:  Want to have nore
di scussi on?

Al in favor?

(Ayes.)

CHAI RPERSON HARRI' S:  Any opposed?

Okay. Try to encourage the industry to nmake
every effort to comunicate with each other and -- you
know. And we nmmy or nay not agree on sone of the
principles, but try to agree on what the facts are.

Okay. Qur next itemis application for |license
to conduct a horse racing neeting of the Del WMar
t horoughbred Club in Del Mar from July 21 through
Sept enber 8, 2004.

ASSI STANT EXECUTI VE DI RECTOR M NAM : Thank you
M. Chairman. Roy M nam , Horse Racing Board staff.

I"d like at this tinme to introduce Pat Nobl e,
who's a nenber of our Policy And Regul ations Unit. And
she will be naking the presentation on the |license
applications.

REGULATI ONS ANALYST NOBLE: Pat Nobl e, CHRB
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staff. The Del Mar Thoroughbred Club had filed their
application to race July 21st through Septenber 8th, 2004.
It will be 43 days of racing, the same nunmber that they
did in 2003.

They propose to run 371 races during their neet,
whi ch averages 8.6 per day. This is one race |ess than
2003. They'll be racing six days a week, Wednesday
t hrough Monday, with 8 races on weekdays, 9 on opening
day, 10 Labor Day and closing day, 9 to 10 on weekends.

They'll have a 2 p.m post daily, with a 4 p.m
post on Fridays through August 13th, and then they'll go
to a 3:30 on Fridays until the nmeet ends. The only
exception to the post tine is a 1 p.m post on Sunday,
August 22nd.

The items missing fromthe Del Mar application
are the fire clearance and the horseman's agreement.

Staff recommends approval of the application
condi tioned upon receiving the mssing itens.

CHAI RPERSON HARRI'S: |Is there any problemwith
the horseman's agreenent on this?

MR, HARPER: Joe Harper, Del Mar Race Track

At this tinme we don't foresee any probl ens.
We're still working on it. And except for the spelling
errors and punctuation, | think everything | ooks pretty

good on it. So we're probably settle.
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MR, COUTO | believe that's a -- again, Drew
Cout o, Thoroughbred Omers of California. | believe
that's a correct representation. W agree in principle.
It's just a matter of finalizing some wording or
correcting ny spelling errors, yeah, as Joe has pointed
out .

MR. HARPER: He nisspelled 20 percent. It turned
out to be 30 percent. Things like that.

(Laughter.)

VI CE CHAI RPERSON LI CHT: Joe, | have a question
for you.

This group offshoot of TOBA about the stakes
programthat's going on right now To ne fromwhat |'ve
read, and all | know is what |'ve read in the trades, it
could cause a major disruption if tracks were to affiliate
themsel ves with this program

From what | know fromwhat |'ve read, |'m
adamantly against it. | think the integrity of the NTRA
and the Breeders Cup as well as existing stakes prograns
in the state are nost inportant. And | just wonder if De
Mar has a position. | nmean are you willing to disrupt the
Pacific Classic to affiliate with that group and so forth?

MR, HARPER: Well, we've been talking with the
group, really not -- not seriously. | nmean we've had a

presentation, that type of stuff. And | think we see the
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same problens that you see. W're very concerned about
it, obviously how it inpacts one track to the other and
shifts sone horses and stakes around. So we're not --
until they can anend it or tweak it to where it mght work
for us, we'd be opposed to it.

VI CE CHAI RPERSON LI CHT: And to think that -- |
mean they have to run a Pacific Classic as the first race
or sonething would be outrageous as far as |I'm concerned
just to affiliate with somebody |ike that. And, |ike
say, the transition for the Breeders Cup program seens SO
important to racing, that it just seenms -- we don't want
to tinker with that. At |east that's my opinion.

MR, HARPER: Well, | think -- | know we certainly

share that opinion, that it's got to work for us at De

Mar. It's just not, you know, going to happen for us.
CHAI RPERSON HARRI'S: | noticed you're increasing
sone prices on Pacific Classic Day opening day. 1'd be

okay with that. But all the other price levels wll
remain the sane as |ast year?

MR. HARPER: Pretty nmuch so, yes. W' ve taken
some di scounts off on some of the box seats because of
site-line changes and display boards, things |ike that.
But | think -- | think we upper our valet price in
par ki ng.

CHAI RPERSON HARRI' S:  What do you -- you project
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you can increase again this year?

MR. HARPER: Well, |ast year was pretty good. |
mean, you know, we opened two days or three days before
Sea Biscuit was released. So |I'd have to -- although
t hi nk our managenent team did a wonderful job, kind of
rely alittle bit on that picture.

This year it |ooks better for us datew se because
we don't have to go the whol e week after Labor Day. So
think we'll have a good neet. Preseason sales are up and
strong.

CHAI RPERSON HARRI S:  Are you goi ng agai nst the
A ynpics this year?

MR, HARPER: Yes.

CHAI RPERSON HARRI'S: Any comments by the
Conmi ssioners on this application?

VI CE CHAI RPERSON LI CHT: Just for Drew. |
noti ced you were noddi ng when | made that statenent about
the stakes affiliation. Does TOC have an officia
position on that or unofficial or --

MR. COUTO No. W had a presentation from TOBA
And, again, that raised some concerns. So they are com ng
back to meet with all the racing associations and the TOC
on June 17th to discuss it in nore detail. So -- but we
have at this nonent the sane sort of reservations that you

expressed, M. Licht.
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VI CE CHAI RPERSON LI CHT: June 17th, that's a
meeting with not just the TOC? You said with the racing
associ ati ons?

MR, COUTO Yes, we -- we being the tracks -- and
TOC deci ded that when TOBA cane back they weren't going to
try and cutoff calf fromthe herd. So we're all going to
nmeet together and discuss it as an industry and not sinply
as individuals.

EXECUTI VE DI RECTOR WOOD: So they're not using
June the 1st as a starting date for their progranms?

Was June 1st the date they started to use --
trying to get people to start doing that progranf?

MR, COUTO Well, | can't -- yeah, | can't -- if
you' re tal king about the nedication program | think
that's July 1st.

But as far as the TCT, which | believe was M.
Licht's question, we're told that they want to work with
us. But | can't guaranty what that group will do.

VI CE CHAI RPERSON LI CHT: | nove we accept De
Mar' s application

COW SSI ONER MORETTI :  Second.

CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI S:  Opposed?

So noved
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CHAI RPERSON HARRI S:  Yeah, | should ask -- get
Smarty Jones to do the Cl assic.

Okay. Qur next itemis Item5

Who's going to cover that?

SENI OR PARI - MUTUEL EXAM NER REAGAN. Commi ssi oners,
John Reagan, CHRB staff.

This itemis in preparation for the follow ng
application. But the Solano County Fair in their
application is actually requesting one additional day of
fair racing, and that is July 26th. They're requesting
this additional day because Del Mar will be running on
t hat Monday. And of course we like to keep the
coordi nati on between the north-south signals. So we
believe this is a valid request and reconmend that you
approve it.

VI CE CHAI RPERSON LI CHT: In Del Mar are we raced
on the Monday during the Solano Fair?

SENI OR PARI - MUTUEL EXAM NER REAGAN: Yes. \hen
Sol ano | ooked at their dates |last year, | guess they kind
of overlooked that. And as they put together the
application this year, they noticed that had been m ssed,
so they anended their application. And of course without
that day being allocated, then there's a whole question
about the application. So we thought by allocating this

day first and then taking the application, everything
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woul d flow snoothly.

CHAI RPERSON HARRI' S:  Joe, one issue that we've
tal ked about before. | don't personally knowif it's that
necessary that we run both north-south every last day if
that is not necessarily in the best interests of racing.
Well, it may well be. But | don't think it's as nuch of a
sacred cow today due to all the sinulcasting we've got
comng in, all the product that we've got out there. But
| don't really have a problemwith this. The only problem
I can see with this would be that any action at racing
takes has got a ripple effect on other people. And
woul d think that -- | know Santa Rosa has the concern
where under the old programthey had two stock days going
to the nmeet, that they already had one.

Does Santa Rosa have any concerns about it?

Oh, well, wonderful unity.

Ckay. Motion on this?

COW SSI ONER GRANZELLA:  So noved.

COWM SSI ONER MORETTI @ Second.

CHAI RPERSON HARRI S: Okay. |It's been noved and
seconded to all ocate additional day to Sol ano County Fair
at Vallejo.

Al in favor?

(Ayes.)

CHAI RPERSON HARRIS: Is the fair going to be

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

55
racing -- running this day too, or is this just a race day
wi thout the fair or what? Wbuld the fair be operating
t hat day?

REGULATI ONS ANALYST NOBLE: July 26th?

CHAI RPERSON HARRI S:  Yes.

REGULATI ONS ANALYST NOBLE: Yes.

MR. SKELTON: Good norning. M nane's Pat
Skelton. 1'ma Deputy General Manager, Solano County
Fair.

We're anticipating extending our plant sale, that
is currently offered on a Sunday, to that Monday so that
there will be a public activity that is part of the fair
goi ng on on that Monday. Also we're planning a |uncheon
for our fair workers on that day that would be offered as
a "thank you." And on that day we're anticipating not
chargi ng adm ssion or parking for patrons who woul d be
attended the racing.

EXECUTI VE DI RECTOR WOOD: There will be fair
activities going on on that Mnday?

MR SKELTON: Yes.

CHAI RPERSON HARRI' S:  The next item which is the
Sol ano County Fair license.

REGULATI ONS ANALYST NOBLE: Pat Nobl e, CHRB
staff.

The Sol ano County Fair has filed their
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application to race July 14th through the 26th, 2004.
This will be 11 days, which is one nore than 2003. They
propose to run 125 races, which are 11 races nore than
2003. They'll be raci ng Wednesday t hrough Sunday the
first week and Wednesday through Monday the second week
They' Il have 12 races on Saturday and Sundays and 11 races
on all other days. They'|ll have a 12:45 p.m daily post.

And the only itemm ssing fromthe application
for Solano is the fire clearance, which they are in the
process of conpleting.

They' ve already designated the fitness
veterinarian and the paddock judge. And we were told by
the California Authority of Racing Fairs this norning that
the sign-off for the thoroughbreds is in place. And that
will hold true for all fairs that are heard today.

Staff recomnmends approval of the application
condi ti oned upon receiving the fire cl earance.

COW SSI ONER SPERRY:  So noved, M. Chairman.

VI CE CHAlI RPERSON LI CHT:  Second.

CHAI RPERSON HARRI S: | was looking at this
application. They show a m ni mrum nunber of stalls
bel i eved necessary for this neeting is forty-eight hundred
and forty-eight. That seens like a bit much.

MR. SKELTON: | believe so. |'mafraid that was

also a mstake in there.
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CHAI RPERSON HARRI'S:  So | think you're adding,
just for --

EXECUTI VE DI RECTOR WOOD: All stable and the
whol e --

CHAI RPERSON HARRI S:  Yeah, it's everything that's
out there. But | think the idea of this part of the
application, | understand it, would be totally -- with the
stalls you need for that neet as opposed to how many
stalls are available in the area. It's just a -- just a
future application. You mght take a |ook at that.

MR, SKELTON: We will.

Thank you.

CHAI RPERSON HARRI S:  Any comments on this
application?

We've got a notion to approve it.

Al in favor?

(Ayes.)

CHAI RPERSON HARRI'S: Okay. So noved.

Thank you.

Okay. So we have --

EXECUTI VE DI RECTOR WOOD: -- | believe Santa
Rosa.

CHAI RPERSON HARRI'S:  Turf neets the w ne.

We have soneone from Santa Rosa, application to

conduct a horse racing neeting at the Sonoma County Fair?
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REGULATI ONS ANALYST NOBLE: Pat nobl e, CHRB
staff.

The Sonoma County Fair has filed the application
to race July 28th through August 9th, 2004. They'll be
racing 12 days, which is the same as 2003. They propose
to run 134 races, which is also the sane as 2003. They'|
be raci ng Wednesday t hrough Monday, with 10 races on
Monday, Wednesday, Thursday, 12 races on Saturday and
Sunday, and 13 races on Fridays. They'll have a 12:45
p.m post daily.

The items mssing fromthe application for the
Sonoma County Fair are the fire clearance and the nanme of
the second association veterinarian

Staff recomends approval of the application
condi tioned upon receiving the mssing itens.

CHAI RPERSON HARRI' S:  Any comments on -- how s
your first course com ng al ong?

MR, MOORE: Jim Moore fromthe Sonoma County
Fair.

We're right in the mddle of it of course and
will be during the neet. We probably will not plant the
thing until sonetine in Septenber, as early in Septenber
as we possibly can, because we want it to be available for
us next year.

CHAI RPERSON HARRI' S:  That's good. So it |ooks
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like it will be available for the 2005 season

MR MOORE: Yeah, certainly.

And | also, M. Chairman, | want to thank you for
aski ng about our concerns about the extra day at Sol ano as
well. W had discussed that with them They called us
and we had tal ked about it. And we felt that we didn't
want to get in the way of that opportunity for them But
we appreciate at |east that you brought it up.

CHAI RPERSON HARRI S:  Thank you.

I's there any comments on --

VI CE CHAI RPERSON LI CHT: | have a question,
actually a question of Charlie Daugherty. Maybe you can
answer this.

Any word fromtrainers about northern California
park trai ners about participating in the fairs in genera
this year? | nean are we going to still | ose sone of the
maj or ones to out of state? |s workers' conp going to
hel p bringing in other stables, anything like that?

MR. DAUGHERTY: Charlie Daugherty, CTT.

I have not heard of one trainer who is making
plans to | eave the state this summer.

VI CE CHAI RPERSON LI CHT: How about any Pl anni ng
to come into the state to race?

MR. DAUGHERTY: Actually since the workmen's

conp relief bill was announced, | have gotten severa
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calls fromtrainers out of state, some who have raced here
previ ously and have not been back recently. But there is
a renewed interest for people comng fromout of state.

VI CE CHAI RPERSON LI CHT: Good.

COW SSI ONER MORETTI: That's great. |It's the
first tinme that | haven't heard a threat of noving out.

MR. MOORE: We al so have heard fromnnore trainers
that are interested in comng out this year.

VI CE CHAI RPERSON LI CHT: G eat.

CHAI RPERSON HARRI S:  Snmarty Jones --

EXECUTI VE DI RECTOR WOOD: Smarty Jones com ng?

CHAI RPERSON HARRI S:  Thank you.

Any ot her conments on this application?

Make a notion to approve it?

COW SSI ONER MOSS:  Appr ove.

VI CE CHAI RPERSON LI CHT: Second.

CHAI RPERSON HARRI S:  Moved by Mss, seconded by
Li cht.

Al in favor?

(Ayes.)

CHAI RPERSON HARRI S:  Opposed?

So noved.

MR, MOORE: Thank you.

CHAI RPERSON HARRI S: Okay. Next we have

Hunmbol dt -- or San Mateo.
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San Mateo, August 11th through August 23rd.

Is there soneone from San Mateo County Fair?

REGULATI ONS ANALYST NOBLE: Pat Nobl e, CHRB
staff.

San Mateo County Fair has filed their application
to race August 11th through the 23rd, 2004. They'll be
racing 12 days, which is the same as 2003. They propose
to run 116 races, which is 4 nore than 2003. They'll be
raci ng Wednesday t hrough Monday, 9 races on Monday,
Wednesday, Thursday and Friday, and 11 races on Saturday
and Sunday. They'll have a 1:15 p.m post Saturday and
Sunday and a 1:45 p.m post weekdays.

The only itemmssing fromthe San Mateo
application is the fire clearance.

Staff reconmends approval of the application
condi tioned upon receiving the fire clearance.

VI CE CHAI RPERSON LI CHT: | nopve we accept this
application.

COWM SSI ONER MORETTI @ Second.

CHAI RPERSON HARRI S:  Any comments fromthe

Comm ssi oners?

Did you give any thought on -- | guess it wll
work out -- the Pacific Classic -- you overlap the Pacific
Classic date. 1Is that to be adjusted post tine at all for

t hat ?
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MS. THURMAN. We're probably going to go --
Bernie Thurman with Bay Meadows. We're going to go with
the 1:15 on that day.

CHAI RPERSON HARRI S:  That will probably work

Okay. Any other issues?

Somebody nove it.

VI CE CHAI RPERSON LI CHT: We al ready did.

CHAI RPERSON HARRI S:  Onh, we did.

Al in favor?

(Ayes.)

CHAI RPERSON HARRI S:  Okay. Now we have Humbol dt
County.

REGULATI ONS ANALYST NOBLE: Pat Nobl e, CHRB
staff.

The Hunbol dt County Fair has filed their
application to race August 12th through the 22nd, 2004.
They' Il be racing 10 days, which is the sane as 2003.
They propose to run 74 races, which is 3 nore than 2003.
They' Il be racing Thursday through Monday the first week
and Wednesday through Sunday the second weak. There'll be
6 races on Monday and Wednesday, 7 races on Thursday and
Friday. And 8 to 9 on Saturday and Sunday. They'll have
a 1:55 p.m post on Saturday and Sunday, a 2:25 p.m post
Monday, Wednesday and Thursday, and a 2:55 p.m post on

Fri days.
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The only item nmissing fromthe Hunbol dt
application is the fire clearance.

Staff reconmends approval of the application
condi tioned upon receiving the fire clearance.

CHAI RPERSON HARRI S:  Any comments on Ferndal e?

It's been a very popul ar neet up there.

How di d your attendance and handl e go | ast year
conpared to 2002?

MR TITUS: Stewart Titus, Hunmboldt County Fair

Attendance was very strong. It's a very popul ar
[ ocal event. Handle was off sonmewhat. However, there was
a shortfall on thoroughbreds |last year. And we're hopefu
to turn that around this year

CHAI RPERSON HARRI' S:  Any ot her coments?

COW SSI ONER SPERRY:  Move approval, M.
Chai r man.

CHAI RPERSON HARRI S: Do we have a second?

COW SSI ONER MORETTI:  Second.

CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI S:  All right.

MR, TITUS: Thank you.

CHAI RPERSON HARRI S: Thank you.

Okay. We have Cal Expo.

VI CE CHAI RPERSON LI CHT: W thout Jack Liebau here
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it isn't going to be the sane.

(Laughter.)

EXECUTI VE DI RECTOR WOOD: He may be coming in
I ate.

VI CE CHAI RPERSON LI CHT: Designated hitter.

REGULATI ONS ANALYST NOBLE: Pat noble, CHRB
staff.

The California State Far has filed their
application to race August 25th through Septenber 6th,
2004. This will be racing 11 days, which is the sane as
2003. The fair was allocated 12 race days for 2004, but
they're requesting to race 11. They will not race Mnday,
August 30th, and offer a doubl eheader area Friday, August
27th, which will consist of 17 races.

They propose to race a total of 128 races.
That's 6 races nore than 2003. But it's 4 less than if
they were to race 12 days this year

They' Il be racing Wednesday t hrough Sunday the
first week and Wednesday through Monday the second week
The nunber of races per day will be 10 on August 25th and
26th; 11 on Septenber 1, 2, 3, and 6; 12 races on 28th,
29th and Septenber 4th; and 17 races August 27th.

They'll have a 1 p.m post daily and a 2:30 p. m
post on Septenber 3rd. The doubl eheader post tines would

be 1 p.m for the first race, with the 9th race starting
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at 4:45. Then they'l|l take a break and start back at 6
p.m for the 10th race. And the final race would be 9:04
p. m

The items mssing fromthe State Fair application
are the nanme of the paddock judge, the entity that would
provi de the electronic timng device, and the on-track
anmbul ance service

Staff recommends approval of the application
condi tioned upon receipt of the nmissing itens.

CHAI RPERSON HARRI S: Thank you.

Any conments on this application?

| think that's a novel idea to double -- in
having two prograns on one day. |'mnot sure if it wll
work or not. But | think we need to think about -- of

definitely thinking outside the box. And |'m pleased that
you're able to get the cooperation of all the people in
raci ng, which sonetines they're not that easy to get. So
there nust be a heck of a politician to get everybody to
sign off on it if they have.

MR, ELLIOTT: |'ve nade quite a few concessions,
but we're going to make it work

Dave Elliott, California State Fair.

COW SSI ONER MOSS:  Just curious. VWhat kind of
race happens at 9:05? 1Is it an upper grade race or --

MR, ELLIOIT: Sir, because of where we are on the
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cal endar we just don't know. We have no idea what we're
going to fill on non-overlap weekend or overlap weekend.
VWhat we're going to do, we're going to throw obviously a
condition book out there with 17 races, plus sone, you
know, substitute races. And the best card that we can
provide on that date, we will provide.

CHAI RPERSON HARRI'S:  Now, it is conpetitive on
that final -- you'll be overlapped on the |ast 4 days by
Bay Meadows?

MR. ELLIOTT: Yes.

CHAI RPERSON HARRI S:  And have you done any good
in trying to achieve sone degree of cooperation in the way
the races are witten during those overlap days? |Is there
any comuni cati ons goi ng on there?

MR. ELLIOTT: No. No, there is no cooperation
But it's nobody's fault.

(Laughter.)

MR, ELLIOTT: It really not -- I'"'mnot up here to
bl ame Bay Meadows on this or anything. The bottomline is
everybody that reads a racing formor reads a program on
overlap weekend -- look at a racing formtoday. | can
guarantee you that the herd of horses that are racing at
Gol den Gate Fields today are the same herd that runs on
the fairs. |It's no longer, you know, a different -- the

difference in classes in the fairs and Bay Meadows and
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Gol den Gate. So there's -- we're basically just trying to
go after the sane herd.

EXECUTI VE DI RECTOR WOOD: Can | ask one question,
M. Chairman?

MR, ELLIOTT: Yes, | do mss Jack, by the way.

(Laughter.)

EXECUTI VE DI RECTOR WOOD: COkay. Not a question
on -- | want to just clearly understand.

All of the enployees at the track, all the racing
of ficials, and any horsenen, everybody that you're going
to be dealing with has bought off and agreed upon the
17-race, one-day card, so there's nobody out there that's
going to cone up and say, "I'mworking too many overtine
hours," or, you know, "This is going to be too difficult
for nme."? Everyone has agreed to these conditions on this
doubl e card?

MR. ELLIOIT: | have had conversations, E-mails,
faxes, phone conversations with probably 20 to 30
different folks. Ken Walker, who is the local --
of ficials union head down in southern California. Did
have a conversation with the person that may be, you know,
working in our racing office that he represents? No.

Did | talk to all of the heads of the unions?
Local 280 -- we've reached an agreenment with Local 280.

They're fine with it. |[|'ve had some E-mmil conversations
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with Craig Fravel. |'msorry, | didn't cone prepared with
the list. But | have a list of about 20 to 30 people that
have signed -- not have signed off on -- that |I've had
conversation with to explain the concept to them and
everyt hing was okay. And, again, we've nmade sone
concessions that -- whatever it is that we have to do to
see if this will work. If it fails, it fails. We'IIl at
| east have sone data.

CHAI RPERSON HARRI'S:  Yes. It's comendabl e that
you're trying.

On your application, you talk -- I'"mnot really
sure -- the general adm ssion is $10 dollars. But you can
get a box seat including fair adm ssion for $11?

MR. ELLIOTT: That's correct.

CHAI RPERSON HARRI'S: Is that right, sir?

MR ELLIOTT: Yes.

CHAI RPERSON HARRI' S: Basically to get into the
fair is a fairly high ticket because that entitles you to
everything. But if you just want to cone into racing you
can get in and get a seat, but it's now going to be $11
But that was kind of in the equation anyway, | guess.

EXECUTI VE DI RECTOR WOOD: For a box seat.

MR. ELLIOTT: Yeah, for a box seat. |n other
words we're going to -- if you pay the $11 -- all the

gates are fair gates, so it's 10 bucks to get in. So if
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you want to sit in a box seat area, you're going to pay
$11 per seat.

CHAI RPERSON HARRI'S:  And if you just want in and
you just want to stay on the apron it's $10?

MR, ELLIOTT: Exactly. However, | do want the
Board to understand though that we do take care of our
core satellite wager patrons. W have a programto where
they get into the fair for free and they get free parking
also. All they have to do is participate in the program
during the sunmer fair racing season. So we get that core
back, obviously very inportant to us.

CHAI RPERSON HARRI' S:  Yeah, one of the concerns
that all these fairs have got a little bit of an issue is
that they've got adm ssions because it supports the fair
But sometinmes the person that just wants to go to the
races has to, you know, pay nore than he's really getting
back. But if you can have a programto focus on though,
that's good.

MR, ELLIOTT: W' ve struggled with that. And we
don't want to put up a fence up at the grandstands so the
fair goers don't come up to the --

CHAI RPERSON HARRI S: And a free gate to the
racing, it's just totry to get you into the fair

MR, ELLIOTT: Right.

CHAI RPERSON HARRI S:  Any other comments on this
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application?

COWM SSI ONER SPERRY: Move approval .

COW SSI ONER MORETTI :  Second.

CHAlI RPERSON HARRI' S:  Moved and seconded to
approve.

Al in favor?

(Ayes.)

MR, ELLIOTT: Thank you.

CHAl RPERSON HARRI S: Okay. We've got Item 11
t he contracts.

ADM NI STATI VE ANALYST VOSS: Good norning. Wendy
Voss, CHRB staff.

The state contracting nanual requires that state
boards and conmi ssi ons approve contracts all over $5,000.
In your board package, staff's provided a |isting of
service contracts and steward and vets contracts.

I wanted to point out to you on the service
contracts listing the agency actually contracts for nore
than these particular services. But in previous fisca
years, the Board has already approved nulti-year
agreenents for those services, and that's why they're not
listed here, because they are not expiring June 30. These
two contracts are, and staff has to have Board approval in
order to process these beginning July 1.

CHAI RPERSON HARRI' S:  Any comments on this?
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ADM NI STATI VE ANALYST VOSS: This is all that |
need for the next fiscal year. However, we will be conming
back to you in a year for those that are going to expire,
that we will need in future years.

CHAI RPERSON HARRI'S: Do we have a nulti-year
contract on our nedications programthat goes on?

ADM NI STATI VE ANALYST VOSS: Right. 1In other
words, it's not going to expire June 30. So we're stil
working with those nulti-year agreenments; drug testing,
equi ne nedical director, post nortem there's a |laundry
list of them

EXECUTI VE DI RECTOR WOOD: W' || be approving
t hose next year, | believe.

ADM NI STATI VE ANALYST VOSS: Right. They're just
not expiring right now

CHAI RPERSON HARRI S:  Yeah, | just wanted to
clarify that they're not -- we've got a lot that are
multi-years --

ADM NI STATI VE ANALYST VOSS: That's right.

CHAI RPERSON HARRI S:  Any comments on these
contract issues?

A notion?
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COWM SSI ONER GRANZELLA:  So noved.

COWM SSI ONER SPERRY:  Second.

CHAI RPERSON HARRI' S:  Moved and second.

Al'l in favor.

(Ayes.)

CHAI RPERSON HARRI S:  Okay. Wiy don't we take a
break for -- well, let's not make it too |ong. Take about
a 10-m nute break and get back here by 5 after

(Thereupon a recess was taken.)

CHAI RPERSON HARRI S: We're going to restart the
meeting. W' ve got a few nore itens to discuss.

EXECUTI VE DI RECTOR WOOD: Everyone, please take
your seats.

CHAI RPERSON HARRI S: Okay. Ladies and gentl enen.

The next itemis Item No. 12 dealing with harness
raci ng, | think.

SENI OR PARI - MUTUEL EXAM NER REAGAN: Yes, sir.

Conmi ssi oners. John Reagan, CHRB staff.

This is an adjustnent to the allocated dates of
the harness racing at Cal Expo, the Capitol Racing neet.
The good news is they aren't asking for any additiona
days. They're sinply rearranging the dates they have.

They were allocated to begin Cctober 7th. This
was after some discussion about dates in Stockton and

whatnot. And their traditional beginning in the fall is
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generally late Septenber. And after the Stockton
situation kind of went away, they have now rearranged the
nunber of dates, 45, to include the Septenber 24th opening
dat e.

And rather than trying to explain it, we have
i ncluded a cal endar that shows the new arrangenent of the
race dates. And essentially starting Septenber 24th,
there's a two-day race week. The next week is also two
days. The followi ng week is three days. The week after
that, three days, and then they go into their 4-day
schedule. And then they end up on Decenber 18th.

So that's the rearrangenment they're requesting.
And that woul d have themrun the same 45 days all ocated,
sinmply in a different formt.

CHAI RPERSON HARRI' S:  Any comments on this from
t he public?

MR, HOROW TZ: Al an Horowi tz, Capitol Racing.

Actually if you conpare this calendar to the
previ ous three years of racing at Cal Expo, the fall dates
al ways began the last Friday in Septenber. And as the
cal endar changes, three years ago it was |I think the 27th
and then it's the 26th. Then with this year being | eap
year, it junped two days ahead. So it becanme the 24th.

And so this allocation, while a little different

fromthe date allocation that was approved by the Board,

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

74
is essentially the sane startup of Friday -- the | ast
Friday in Septenber as each of the previous three years.

CHAI RPERSON HARRI S:  Any ot her issues on this?

MR, HANKINS: M. Chairman, ny nane's Kim
Hankins. |'mwth the California Harness Horsenmen's
Associ ati on.

We cone before you in support of this change. It
hel ps us com ng back from our break to get back to Ca
Expo a little bit quicker. And it works significantly
better for us. So we cone in support of this.

CHAI RPERSON HARRI S:  Thank you.

Where woul d nost of these horses -- these harness
horses be coming fron? They just take a nmonth off and
come back or --

MR. HANKINS: Correct. Most of themw |l be in
the Stockton training facilities and other facilities
during that break. It gives us a chance to cone back
qui cker and stay a little bit longer at Cal Expo. But we
don't extend the race dates.

CHAI RPERSON HARRI S:  Okay. Any conments by the
Conmi ssi oners?

VI CE CHAI RPERSON LI CHT: | npve we accept this
change.

CHAI RPERSON HARRI'S: |s there a second?

COW SSI ONER MORETTI : I'll second it.
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CHAI RPERSON HARRI'S: Ot her di scussion?

Al in favor?

(Ayes.)

CHAI RPERSON HARRI'S: The next itemis the Item
13, the license to conduct the racing neeting by Capitol
from Sept enber 24th through Decemnber 18th.

REGULATI ONS ANALYST NOBLE: Pat Nobl e, CHRB
staff.

As you heard, they propose to race 45 nights,
with a total of 587 races, which equals 13 per night.
They' Il race two nights per week, Fridays and Saturdays
t hrough COctober 2nd; three per week, Thursday through
Saturday, through October 16th; and four nights per week,
Wednesday t hrough Saturday, through the end of the neet.

They will offer up to 15 live races per night,
six simul cast races on nights with quarter horse overl ap,
and 12 sinul cast races w thout overl ap.

Their first live post will be 5:35 p.m The
first sinmulcast post will be 4:50 p.m Wdnesday through
Friday and a 5:08 p.m on Saturday.

The itenms missing fromthe ap is just the fire
cl ear ance.

Staff recomends approval of the application
condi tioned upon receipt of the fire clearance.

VI CE CHAI RPERSON LICHT: | nobve we accept this
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application.

COW SSI ONER GRANZELLA:  Second.

CHAI RPERSON HARRI' S:  Any di scussion fromthe
public on this?

MR. BLONI EN. Thank you, M. Chairnmn and
menbers. Rod Bl onien on behalf of Los Al amitos Race
Cour se.

We have received a letter fromour horsenen, the
qguarter horse horsenmen, objecting to our taking the signa
from harness when we are conducting live racing at Los
Al am t os.

VI CE CHAI RPERSON LICHT: Is this said in
connection -- with No. 14, right?

MR. BLONIEN: No, in connection with this nunber
We are listed in the |icense application as one of the
designated satellite facilities. And pursuant to the
horse racing | aw, our horsemen have a right to object to
our taking that signal. And ny purpose appearing under
this itemis to et you know that we have received that
letter fromour horsenen objecting to our taking the
signal. And | think they have a statenent that they would
like to read into the record.

VI CE CHAI RPERSON LI CHT: What about a statenent
regarding the law as far as the -- that's clear that the

| aw provides that if your horsenen reject it, you don't
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have to take it.

MR. BLONIEN: Well, what has happened in the past
is the horsenmen have cone forward and objected to taking
the signal. And the Board has then indicated that they
would Iike us to take the signal, would like the
horsenen -- would |ike there to be some understandi ng.
And | think M. Breed is prepared to talk to that.

VI CE CHAI RPERSON LI CHT:  Ckay.

MR. BREED: M. Chairman, Conmi ssioners. Kirk
Breed on behal f of the Pacific Coast Quarter Horse Racing
Association. And |1'd like to read into the record this
letter.

The Letter is addressed to Dr. Edward Allred.

"Dear Dr. Allred: The Board of

Directors of the Pacific Coast Quarter

Hor se Raci ng Association nmet and

reviewed the Capitol Racing application

to run from Septenber 24th, 2004,

t hrough Decenber 18th, 2004. The Board

directed me to notify LARC is

wi t hhol di ng consent for the harness

signal coming into Los Alamtos race

track when we are conducting a live

quarter horse racing.

"The PCQHRA Board has attenpted over
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the past few years to work with Capito
on an equitable inpact fee for both
PCQHRA and harness horsenen. Each
attenpt has failed because of Capitol's
refusal to bargain in good faith, even
t hough the CHRB directed Capitol to
honor the Zunberg agreement as it
related to i npact fees.

"Since May 10th when the harness
signal was confined to a specific area
at Los Alamtos, our quarter horse
handl e has increased, thus confirmng
our position that harness conming in
while we are racing live has a negative
i rpact on quarter horse purses.

"As you are aware, the quarter horse
purse account is overpaid and, as such
it is our board's responsibility to
represent our horsenen and wonen first.
We do not wish to negatively inpact the
harness horsenen. But our |ega
responsibility is to our quarter horses
men and women. Sincerely, Dominic
Al essi o, President."

In addition to that, the consent |anguage in the
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law i s consent to an agreenent that is between the
receiving satellite, receiving race neet, neani ng LARC,
and the track running live at the same tine sending the
signal in there.

We do not -- by law we can withhold our consent.
The Horse Racing Board then can react to that and either
justify the consent or not.

VI CE CHAI RPERSON LI CHT: Are you tal king about
the Federal Horse Racing Act when you say the |law, or what
are you --

MR. BREED: No, |I'mtalking about the California
Horse Racing -- the California Horse Racing Law, which
think is found in Section 19596 poi nt sonething.

CHAI RPERSON HARRI S:  Wel |, when you withhold a
consent, does this involve just the Los Al crowd or the
consent to bring it into the southern -- | don't -- |
guess the harness and quarter --

MR, BREED: No, it's just -- the consent is to
t he agreenment between LARC and Capitol Racing. That is
t he agreenent in which we are -- we have the right to
wi t hhol d consent.

CHAlI RPERSON HARRI S:  But does that also -- that
wi t hhol di ng, woul d that also inpact other satellite sites
i ke Del Mar or --

MR. BREED: No.
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CHAI RPERSON HARRI'S: It would just be the
actual -- at Los Al; you don't inpact these other --

MR. BREED: No, absolutely not, no.

VI CE CHAI RPERSON LI CHT: Well, Capitol provided
us with a letter that shows how nuch the handle -- harness
handl e at Los Al anitos dropped during | guess the first
week when you didn't -- when you had | ess avenues to make
t he bets on harness.

Do you have the nunbers of how much your handle
went up?

MR, BREED: No.

CHAI RPERSON HARRI S:  Yeah, that's another item
that they were going to discuss, that whol e dispute. But
this dispute were |icenses.

VI CE CHAI RPERSON LICHT: No, I'mlike trying to
see whether total dollars were benefiting the State of

California, which is | guess what our role is.

Did you off -- do you think you offset that drop
in harness -- did you offset that drop in harness handl e.
MR. BREED: | don't know. John Reagan coul d

speak to that. But | don't know.

VI CE CHAI RPERSON LI CHT: Well, you nmade a
statenment that --

MR. BREED: -- that our purse account went up

That's all | know.
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CHAI RPERSON HARRI S:  Yeah, it would be good to
have nore data in a way because -- to approve this today
with some of these issues out there that we don't really
have our arns around very well. If it could be brought
back in July, it might be better. But we nmight wait to
hear --

MR. HOROW TZ: Al an Horow tz, Capitol Racing.

To begin with, the crux of the matter, frankly,
is whether the California statutes consider Los Alamitos a
satellite or a live race neet, but when indeed they are
provi di ng both services when they are operating.

The horsenen at the race nmeet would normally have

the ability to offer their consent or withhold their
consent if it's alive race neet. But the facility serves
as a satellite day and night for harness raci ng and
t horoughbred racing and fair racing here in California.
So it's hard to see where that consent can apply to the
satellite as opposed to the live race neet, although the
two activities are taking place at the sane tinme in the
eveni ngs.

The other thing is, if we're tal king about -- and
this is specifically addressing the question that M.

Licht asked with regard to the nunbers. | was going to
save this part of ny presentation for the next itemon the

agenda. But because it cane up under this discussion and
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it's inmportant for us to have our |icense application
approved at this time, 1'd like to share with you the
updat ed numbers. Clearly, the -- soneone on the Board and
the staff was interested in whether the nunbers that |
provided in nmy letter to the Board were accurate. And
obviously the staff in its commentary commented that they
wer e.

I'"ve done the sanme analysis for the next two
weeks. We've al ready been running under this new regine
for three weeks. If you're interested in the differences
in handle, I've run a conparison of the | osses of harness
handl e at Los Alanmitos that would have been generated at
Los Alam tos, conparing the X nunber of weeks prior to the
change in the area to the three weeks that we've run
during the change in the area; done the same thing for the
quarter horse handles at Los Alanmitos, the on-track Los
Al anmitos handl e that you had asked the question with
regard to Kirk.

Essentially this programis going on on
Wednesdays, Thursdays, Fridays, and Saturdays. And the
facility is the sane facility, the same area that's
restricted on all four of those days even though the
raci ng days of overlap are only Thursday, Friday, and
Sat ur day.

But we've experienced a |loss in handle of 46
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percent on Wednesday ni ght, 58 percent on Thursday ni ght,
73 percent on Friday nights, and 63 percent on Saturday
ni ghts.

What are those nunbers? There's an average | oss
of $38,000 in handle -- fromthe harness handl e, okay? --
on Wednesday ni ghts, 65,000 on Thursday nights, 114,000 on
Friday nights, and 95,6000 on Saturday nights. This totals
up to over the three weeks just under a mllion. It's
$942, 000.

When we | ook at the quarter horse handl es at Los
Al during that sane period of tinme on the three nights of
overlap, we see a difference of a hundred -- now, this is
an average of $11,634 on Thursday ni ghts --

EXECUTI VE DI RECTOR WOOD: |s that nore --

MR. HORON TZ: This is the gain over the average.

-- $272 on Friday nights, and $34,600 on Saturday
ni ghts, which is a gain over the three weeks essentially
of $139, 000.

If you take the difference of the two, you've got
a grand loss in handle of over $800, 000.

If you, say, leave the status quo alone and let's
tal k about it through the remaining nine weeks of racing,
where harness is racing through the end of July at the
current nmeet, you're tal king about a loss of $3.2 mllion

Okay, this is handle. This is not purses. This is not
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conmi ssions. This is not state license fees.
Everybody -- those three entities obviously get their
share of those dollars. So there's a significant |oss of
handle. We'Ill talk about it under the next item

But, clearly, the patrons of harness racing have
been i nmpacted and di senfranchi sed. They're no |onger
going to that facility in the significant nunbers that
t hey were.

If the patrons of Los Al that aren't attending
the satellite and are just going there for the racing, the
live racing, those people are betting only a little nore.
So their handle didn't shift fromthe harness handle to
the quarter horse handle. They nmmy be spending nore on
refreshnents and other things, but it's not on wagering.

VI CE CHAI RPERSON LI CHT: | got two questions for
you.

MR, HOROW TZ: Sure.

VI CE CHAI RPERSON LI CHT: First of all, with your
st at ement about distinguishing Los Al as a sinul cast
facility or race track, isn't that true of every race
track? | nean Santa Anita is a --

MR, HOROW TZ: Yes.

VI CE CHAI RPERSON LICHT: -- is the sane?

Okay. And al so have you studi ed whet her that

harness | oss at Los Al am tos has been made up on ADW or
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any ot her way?

MR. HOROWN TZ: There's a very slight increase in
ADW But, again, it's the whole experience. What you
have at -- particularly at Los Al where harness racing
used to be four years ago, okay, and for 20 years prior to
that, over a 20 year period, is you have patrons who go
out to the facility that -- they're not necessarily there
for the quarter horse racing, the live neets. They're
there as a satellite, because that's where they -- that's
t heir nei ghborhood satellite. |If they lived closer to
Hol | ywood Park, they'd go to Hollywood Park. If they
lived closer to Del Mar, they'd go to Del Mar

So they like going there. They like going to the
Vessels Club. Okay? Right now you can't go to the
Vessels Club. You can't watch or wager on harness racing
in the Vessels Club. And those people aren't com ng out.
And the observations of people who have been there have
indicated that the traditional clientele that they would
see at the Vessels Club aren't showing up in this
particul ar area.

And certainly the handl e difference drop-off
speaks for itself.

VI CE CHAI RPERSON LI CHT: So you're saying the
handl e has not been made up even partially? Just by ADW

but not at Holl ywood Park or Santa Anita or --
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MR. HOROW TZ: The ADW i ncrease has been | ess
significant than the increase in the quarter horse handle
at Los Al.

VI CE CHAI RPERSON LI CHT: What about the increase
in betting at the Hol |l ywood Park on harness racing?

MR. HORONTZ: Only a little. There's not a
conpensation effect. W were interested in seeing whether
that was the case as well. And certainly if we're going
to talk -- you know, and the night industry as well as the
day industry has al ways been tal ki ng about inpact. This
is a clear case of -- | nmean | don't know where the inpact
is. It's not on the quarter horse program This is a --
you know, they've conducted the noble experinment. They've
essentially shut harness into a restricted area. And the
results are really detrimental to harness racing and the
handl e on harness racing.

The only harness racing you can bet on throughout
the facility at Los Alamtos are the harness races that
are inported by the Quarter Horse Racing Association from
I[1linois. And | nean that's a travesty. This is not the
concept that Ken Maddy and the other legislators had in
m nd for sinmulcasting here in -- and satellite wagering
here in California, that our own patrons could bet on a
harness signal being brought in fromlllinois because it's

sponsored by a quarter horse association and those sane
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patrons woul d be denied access to those nachines -- those
same nmachines to wager on harness racing here in
California.

EXECUTI VE DI RECTOR WOOD: M. Horowitz, can | ask
you a question.

Are not sone of the issues that you brought up
and that M. Breed brought up and others have di scussed at
this noment as it relates to your license application
aren't they part of and parcel to the superior court
filing that you have and the harness horsenen filed
agai nst the California Horse Raci ng Board?

MR. HORON TZ: That's a very good point. There
actually are two issues there. One is that this whole
issue is the subject of the litigation that's ongoing.

And, you know, | guess tomorrow the Court will set a
cal endar for the actual preparation of filings and what not
toward the hearing for this -- the final judgnent in this.

The second is, when we cane before you in
February for our license application for the neet that
began in March, okay, you exacted as a toll for your
acceptance of an approval of that |icense application an
agreenent fromus to pay certain fees based on past
situations and to nake certain paynents for every night
that we raced and overl apped Los Al right now. W' ve been

conmplying with that agreement.
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And, you know, isn't the change of what's going
on at Los Al and the proposed change that Kirk Breed is
tal ki ng about here, don't they fly in the face of that
agreenent? There are quarter horsenmen who are signatories
to that agreenent, |os Al anmitos nmanagenent was sighatories
to it, our horsemen were signatories to it, and Capito
Raci ng was a signatory to it.

EXECUTI VE DI RECTOR WOOD: And | think that's a
matter for discussion of the next issue going forward.

But | also think that some of the issues that many people
have brought up are part and parcel to this filing, which
was agai nst an order of this Board to do certain things.
And t hose things have -- right, while they're different,
are still under debate now before the superior court.
There's litigation, so everybody on the Board knows,
against this Board for on order they issued addressing
these issues that M. Breed has brought up and you guys
have brought up. But that filing is there.

CHAI RPERSON HARRI S: But then the noney is being
and allocated -- the nmoney is being paid or just being
pai d under an escrow account ?

MR, HORONTZ: It is being paid under -- that the
anount determ ned by the fornula under the agreenent is
bei ng paid weekly to the California Horse Racing Board to

be placed in an escrow account. Presumably at the tinme
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there's conclusion of the l[awsuit those funds will be
di sbhursed by the Racing Board.

EXECUTI VE DI RECTOR WOOD: But there is an ongoing
| awsuit against this Board over those issues?

MR, HOROW TZ: Yes.

CHAI RPERSON HARRI S:  This Board is getting those
funds every week?

EXECUTI VE DI RECTOR WOOD: We are getting -- John
Reagan can speak to that escrow account.

SENI OR PARI - MUTUEL EXAM NER REAGAN: Yes, | can

EXECUTI VE DI RECTOR WOOD: M. Reagan, would you
come forward pl ease

SENI OR PARI - MUTUEL EXAM NER REAGAN: John Reagan
CHRB staff.

Yes, since the beginning of the current harness
nmeet we have received a weekly check in conpliance with
t hat agreement that was reached. And there has been the
bond that was al so part of that agreenent that was already
in place. And we're receiving that paynent every week, as
i ndi cat ed.

CHAI RPERSON HARRI S:  So as part of the exact
payment, then there's sonme that's actually going right to
Los Al, the two percent? O what is -- is there sone
percent that was not in dispute and there's sonme percent

t hat was?
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SENI OR PARI - MUTUEL EXAM NER REAGAN: Certainly.

CHAI RPERSON HARRI S: Some that's going directly
to Los Al also?

SENI OR PARI - MUTUEL EXAM NER REAGAN: Yeah, Los Al
woul d have their nornmal two percent guest conmi ssion that
they retain. This was another part of the agreenment or
di sagreenent .

CHAI RPERSON HARRI S: M. Allred, have a comment?

MR, ALLRED: Yes. Ed Allred, owner and recently
appoi nted general manager of Los Al anitos.

(Laughter.)

MR. ALLRED: | have a lot of conmments. Actually
it's overlapping into the next issue. And it was probably
i nappropriate for us to get this nmuch into it.

As | understand it, what's before the Board right
now is the issue of the license for Capitol, and the
obj ecti on, which ny horsenen | understand have a | ega
right to nmake and which they have nade routinely every
time the license has been up for the last three or four
years.

And many parts of M. Horowitz' testinony I would
obj ect to and have argunents against. But ['ll wait unti
the appropriate tine to do that, and including figures of
handl e and et cetera, et cetera, et cetera.

But as | understand it, the only issue right now
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is my horsenen, and | think filed a valid objection to the
license, and that's to be duly noted.

The ot her disputes are ongoing, unfortunately.
woul d very much like to resolve them | would very nuch
like to take the harness signal throughout the plant. And
we can increase the handle significantly, even nmuch nore
than it was before, if we're notivated to do so by a fair
and equitable distribution of the noney.

And | won't -- don't get ne going right now |
have other things to say.

So that's all "Il say for nonent.

MR. NEUMEI STER. M. Chairmn?

CHAI RPERSON HARRI S:  Yes.

MR. NEUMEI STER: David Neuneister, Director of
the California Harness Horsenen's Associ ation.

And ny comments deal directly with the objection
fromthe quarter horsenen.

| read the law very differently than they do. As
| understand it, they are -- they raised their objection
under 19605.3 of the Horse Racing Law of the Business and
Pr of essi ons Code; which 19605.3 details everything that
needs to be included in an agreenent between SCOTW NC, the
Raci ng Associ ation and the satellite facility. And
Subsection F of 19605.3 states that the horsenmen's

organi zation that represents the horsemen at the
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associ ation that conducts the racing neeting on which
wagers are accepted consents to the acceptance of wagers
at the satellite wagering facility, except that the
association or fair operating the satellite wagering
facility may appeal the withhol ding of consent to the
Board, that may deternine the consent is not required.

Wel |, guess what? We are the horsenen's
organi zation -- the Harness Horsenen's Organi zation is the
organi zation that represents the horsenmen at the
associ ation that conducts the racing neeting on which
wagers are accepted when Los Alamitos is acting as a
satellite wagering facility. 1In other words, as | read
that section of law, it nmeans that if for whatever reason
we did not want our signal to go to Los Alamitos, we could
object to that, and then Los Alanitos as a satellite
wagering facility could appeal that consent to the Board.

I know of no other provision of |aw that would
al l ow the horsenmen's association at the satellite wagering
facility to object to the signal. |[|'ve never understood
where they thought they got the authority to do this, and
| believe that they do not and | think it's noot.

EXECUTI VE DI RECTOR WOOD: | would really
reenphasi ze to the Board nmenbers the Dr. Allred's comments
about each and every tine we've got a |license application

for Capitol Racing the |last several years, the horsenen
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woul d cone forward and said, "W do not agree to give our
signal ." Because of this ongoing litigation and whet her
or not M. Neuneister's interpretation of |aw or whether
federal |aw precedes here or whether that is correct or
not is a mtter in front of the superior court right now
So the litigation is at issue.

And each year M. Breed or M. Cheff or soneone's
conme forward and said, "We don't think it's right for the
horsenen to receive the signal." And each year you've had
to deci de whether or not to agree to a |icense approva
for Capitol Racing. And that's where we're at -- that's
what's before us right now, not the issue of whether or
not the signal should be taken in the separation of the
track fromone side or another. The issue of the |icense
application, that's -- that clarifies anything for
anybody's benefit.

CHAI RPERSON HARRI'S: On the license application
itself -- they're having some issues brought up that's
over sone of these meetings on the financial stability of
Capitol. But what's the latest financial statement we
have fromthem and Is that done an audited statenent?

EXECUTI VE DI RECTOR WOOD: M. Reagan, do you want
to come forward and --

SENI OR PARI - MUTUEL EXAM NER REAGAN: John Reagan

CHRB st aff.
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We have not -- the latest statement we have is
from 2002. W are currently expecting the Decenber 31st,
2003. W have not received it yet. And | have been told
it will be an audited statement when we could receive it.
That's what |'ve been told at |east at this point.

CHAI RPERSON HARRI'S:  Yeah, | feel alittle
unconfortable with the issue we're dealing with that sone
facts that are relatively current and somethi ng that goes
back 18 nobnt hs.

MR, BLONIEN. M. Chairman, ny nanme is Rod
Bl oni en representing Los Al ami tos Race Course.

There's al so a consent provision in 19601 of the
Busi ness and Professions Code, and it clearly requires
horseman's consent. And, you know, we take objection with
conments of M. Neuneister and M. Horowitz in ternms of
the law. And | think the Board has al ready nmade t hat
determ nation by virtue of its ruling |ast June that we
sought to have take effect and was the reason for the
prol onged negotiations in February or March of this year
But, again, that only related to what happened before.

And so, again, there's a matter pending in
superior court to resolve the order of this Board, which
has reviewed the issue and al ready nmade a deci sion.

Thank you.

VI CE CHAI RPERSON LI CHT: Derry, can you give us
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i nsight on the |aw on that?
DEPUTY ATTORNEY GENERAL KNI GHT: Yeah. | think
that, as Roy has pointed out, the issues that are being

argued before you right now are the very issues that are

before the superior court. | really think that the best
thing -- the best course for the Board is to try to avoid
getting into those legal issues. | think the very issues

that are being debated here are before the Court.

CHAI RPERSON HARRI S: As far as the application
itself, what do you recomrend?

DEPUTY ATTORNEY GENERAL KNI GHT: Well, |
certainly can't recomend what do you do with the
application. But in terns of deciding it based on
interpretation -- you have an order out that's been
chal l enged and the order takes a particular -- it is
basically directed that they take the signal. And that's
what your order says. And that has been chall enged and it
is in court at the present tine.

CHAI RPERSON HARRI'S: | guess the part that's been
chal l enged is the amount of noney that is provided between
the parties.

DEPUTY ATTORNEY GENERAL KNI GHT: Well, they're
challenging the order. And the order basically said that
the parties -- | have to refresh nyself. But it did

i nclude a wai ver of consent. And it required certain
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i mpact fees to be paid in accordance with a fornula that
was established in this Zunberg agreenment. And that's
what the parties are basically operating under at the
present time, pending any change that m ght cone as a
result of this litigation.

EXECUTI VE DI RECTOR WOOD: And | also would insert
that probably a tineliness factor as far as when the
horsenmen voice their conpl aint agai nst the receipt of the
signal and that they have a standing in that that's a part
of that litigation. And | really think that the superior
court has to rule on that. And | really am-- along with
Derry my advice would be and my reconmendati on woul d be
to -- you address whether or not you want to approve the
application or table it or -- as it's submitted to you,
but not let the issues that are going to be tried in court
affect that decision. W' ve |ooked at these applications
now from Capitol Racing for several years with this
hangi ng over our head as to what's going to be taking
place in this order and this litigation. So --

VI CE CHAI RPERSON LI CHT: Well, why don't we just
table it then. | nean there's no -- it's not till
Cctober, right?

MR, HANKINS: M. Chairman? |f | could. Again,
I"'m Ki m Hankins with the California Harness Horsenmen's

Associ ati on. I'mthe Executive Director
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We urge strongly that you would grant this
application. Because for us horsenen it would be quite a
detrinental scheduling for us to take our break and not
know -- if it's tabled, not know what our future would
hold. W'd like to make sure that at the end of the day
we'd know where we're coming back to -- kind of -- well
we' ve al ready approved the Septenber 24th start. And,
again, fromthe horsenen's standpoint, we need to know
these things as far out and in advance as possible. And
we woul d urge that you accept the application as
present ed.

VI CE CHAI RPERSON LI CHT: There's some letters
here from Chris Bardis and Edward Friedberg. | nean
obviously we just got themnow. Are those people here to
tell us what they say? O | nmean | don't think we have
time to read them

It would be hel pful if we could get these
materials prior to the neeting. Obviously we can't read
them while this discussion's going on.

MR. BARDI S: M apol ogi es.

I'"'m Chris Bardis from Sacranento, horse
owner/ ex- commi ssi oner

The purpose of the letter was not dealing with
this issue. It is -- I'"'mvery interested and have been

very interested for a nunber of years in the purse poo
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and the proper accounting for the purse pool. | don't
know of any accounting that's been done on this purse poo
for the last ten years. And so we don't know -- or |
don't know whet her the horsenen have been properly paid or
not properly paid or where the nmoney went or what it went
for.

The letters from M. Friedberg were actually
copi es of previous Racing Board neetings that they were
distributed at. But the purpose of it is -- of that whole
di ssertation is to protect the purse pool. The purse poo
is sacred. It has to be used for purses for horsenen
participating at that race nmeet. You can't dip in, you
can't dip out. You can't use it to subsidize nanagenent.
Those things have taken place. And |'m putting you on
noti ce that they have been taking place. And I would like
to see an audit.

I also would suggest to you that if you' re going
to approve this application, put a date certain that
you' |l have a financial statenent. And don't deal with it

like you dealt with the bond. But meke it a date certain

that you'll have a financial statement. And no |ess than
30 days. | think that's good judgnent fromthe
Commission. | think it is good judgnent fromthe

Commi ssion to |l ook at those purse accounts and nmake sure

they're properly accounted for. And I can tell you there
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were certain itenms in those purse accounts that you're
goi ng to have very, very, very serious questions wth.

And | think you' ve got take a | ook at them And that's
the purpose of the letter.

Unfortunately, | have been dealing with this
issue for along tine. And it's like everything el se,
gee, we need to neet tonorrow. We got to approve the
application. Let's put it off because we got to keep this
operation in business. And you've got to keep it in
busi ness, but run it as a business.

CHAI RPERSON HARRI'S:  Qur next neeting is July
24th. 1t's still two nonths away fromthe tinme the
nmeeting will have started.

MR, HOROW TZ: Alan Horowitz, Capitol Racing.

Coming to these neetings for our license
application sem -annually rem nds me of going to ny
nmot her-in-1aw s house for thanksgiving dinner. You w nd
up seeing sone of your relatives that are better |eft
unseen - -

(Laughter.)

MR, HOROW TZ: -- and that you don't see and
probably don't want to hear fromor hear the same rhetoric
fromevery tine we cone to dinner. And that includes ny
not her-in-1 aw.

(Laughter.)
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EXECUTI VE DI RECTOR WOOD: That's on the record.

(Laughter.)

MR. HORON TZ: Send a copy of the minutes to ny
not her -i n-1 aw.

CHAI RPERSON HARRI S: W will.

MR, HORONTZ: I'ma little outraged with the
comments of M. Bardis because | think that, one, we
haven't been given the letters that you have. So we
haven't been privy to them So that's one thing. But for
himto represent that there is anything ill egal
i nappropriate or otherw se being done to the purse pool
the purse account, or our operation at Cal Expo -- we've
been there for ten years. There's not a soul, not a sou
that we've done business with who ever raised an objection
or a conplaint or had any kind of problemwth the tinely
paynment of nonies that we've paid them That includes the
Hor senmen' s Association. W' ve always carried the
Hor senen's Associ ation through periods of tinme when their
purse -- their purses that they're generating were
insufficient to pay out the level of purses that we' ve
been payi ng out.

For exanple -- and sone of you renenber fromthe
previ ous di scussion back in February -- there's a mllion
four, a mllion five of purse nmoney that's generated and

due the harness horsenen that was held down at Los
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Alamitos. Well, if we took 1.4 mllion out of purses over
the |l ast couple of years and left it down at Los Al and
did not pay it out in purses, because it was generated, we
woul d be offending our horsenen. W paid it out to our
hor senmen, overpaying purses on the expectation that those
funds woul d sone day conme back to then

Okay. The reality is we have done nothing
i nappropriate. W welcone the Board's concern. And
al ways t hought that when we have a financial docunent
that's prepared and given to the Board, that the Board
gives it to John Reagan and his associates to | ook over.

I know there's been good conmuni cati on ongoing for the ten
years that we've been operating between our controller
St eve Hubbard, and John Reagan and his office.

And | take tremendous of fense at the accusations
that are made, because they're unfounded, conpletely
unfounded. And it's inappropriate for you to have to hear
unf ounded st atenents.

VI CE CHAI RPERSON LI CHT: So you're saying that
the integrity of the purse account has al ways been
mai nt ai ned? You' ve never used any nonies in that account
for any purpose?

MR, HOROW TZ: Definitely.

VI CE CHAI RPERSON LI CHT: Even borrowed for short

term - -
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MR, HOROW TZ: There is no short-term borrow ng.
Money is deposited every week in the purse account to pay
out the purses that are generated. W pay out purses at
the paymaster's office faster than sone -- than your tests
even clear, the tests that the CHRB run. Now, obviously
we're on a little bit of a thin wire there, because if the
test comes back and it's positive, you might w thhold the
purse. Ckay. But we have horsenmen who need that noney to
run their operations and to bring out those kind of horses
and continue to run it.

And you can talk to the horsenen. You' ve got ten
of themin the roomhere. Their concerns aren't with the
purse pool. Their concerns are that they race for nore
and nore and nore noney. And we try to help themwith
t hat .

So if there's -- if there's a problem it's going
in the other direction. M. Berry is too generous, and
he's letting ne as a general manager overpay purses. And
I"'mtrying to make judgnents based on nonies that are
generated fromthe different pools that our purses
generated. Just that sonme of those purses have been held
up at Los Al. And in the agreenment that we have they've
been held up even | onger

So, as | say, | take offense with that.

And our horsenen really have to know -- that's
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why we put this application on the agenda. W didn't wait
until July to get into this situation. W wanted to nove
it up a nonth so that we can handle it, that we can dea
with it. The staff doesn't have any objections. W've
gone over all of this. The Horsenen's Association, they
don't have any objections.

The standard people who have objected in the
past, and the Board has seen fit to issue our |icense
application, have cone forward again. And it that's

continued litany. And as M. Wod said, you know,

hopefully in the next couple of nmonths we'll all get
beyond it because the court will rule on this ugly
situation and we'll be able to march on. And maybe |

won't have to go to my nother-in-law s for Thanksgiving in
the future.

EXECUTI VE DI RECTOR WOOD: Don't go this year.

(Laughter.)

COW SSI ONER SPERRY: W th the accusations, |
would think it would be in everybody's benefit if you
woul d bring the docunents and information forward to show
t hat what you were saying is conpletely accurate.

MR, HOROW TZ: Sir, you know, we have our offices
just down the hall fromthe Racing Board's office. W
will definitely do that. | know Steve Berry has been in

touch with -- this norning with the auditor. And the
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audi tor says within a week or two he believes that the
docunent can be conmplete. We'd be nore than happy to.

But the horsenen really have to know now. This is being
done for the horsenen. W could wait until August for our
Iicense application fromthe standpoint of capital. But
we're at | east thinking about our horsemen, because

wi t hout horsenmen, w thout horses, you've got nothing.

CHAI RPERSON HARRI S:  Yeah, ny concern is just
that -- | don't have any reason to believe there's any
problemw th your financial statement. But really all we
have is an unaudited statenent that's, you know, 18 nonths
old. And it's just sonething to be part of our due
diligence to have sonething that this referred

EXECUTI VE DI RECTOR WOOD: And we' ve had
difficulty in the past --

MR. HOROW TZ: Every one fromthe past has been
subm tted. They've all been reviewed. There's never been
an issue.

You know, approve the license application today.
You'll have access to this stuff. |[If something conmes up,
you've got the power to bring it back. And so -- but |et
our horsenen know what the schedule is, what their stake
schedule is going to be, so they can start nmaking pl ans,
you know, for the fall

Thank you.
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COW SSI ONER MORETTI:  John Reagan, do you have
any coment on what was -- M. Horowitz' statement?

SENI OR PARI - MUTUEL EXAM NER REAGAN: John Reagan
CHRB staff.

Over the last couple of years, M. Wod has
directed ne to review the purse schedul es -- purse account
at Capitol Racing. And each tine | have reviewed the
account it has been overpaid in terns of Capitol paying
nore than what they actually had at the particular tine.
And that's common nowadays because -- just one exanple.
SCOTW NC and NOTW NC wi t hhol d certain ampunts of nobney
fromthe handle to cover their expenses. Mst of the tine
we find at the end of the year that they have withheld
nore than they actually need. And so they give it back on
a pro rata basis to all of the racing associations.

Capitol, as well as other nmeets, have begun to
antici pate what that refund will be in certain situations,
and they put that into the purse schedule on a year-round
basis to try to keep purses sonewhat |evel, so that we
don't have the first part of the year paying a | ot of
noney because we just got a refund and later in the year
we' re paying | ess because of certain refunds.

So we find in general at capitol that they have
been overpaying the purses in anticipation of those

refunds or other npnies that come in fromvarious tines at
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various sources. And then of course when those nonies are
recei ved, they adjust the overpaynment and they continue
down the road.

So we have found that they have been conducting
the purse account with that methodol ogy, and they have
continued to keep the purse account going forward.

CHAI RPERSON HARRI S:  What's the pleasure of the
Boar d?

EXECUTI VE DI RECTOR WOOD: Do we have a notion to
approve the application?

COW SSI ONER MORETTI: | woul d nove to --

VI CE CHAI RPERSON LI CHT: Yeah, |I'd like to revoke
nmy notion to approve it at this point.

CHAI RPERSON HARRI S:  Okay. You're withdraw ng
your notion?

VI CE CHAI RPERSON LI CHT: Wthdrawing it.

CHAI RPERSON HARRI'S:  Are there any other notions?

Well, 1 guess if we don't take action today -- |
woul d propose -- | don't know if you have to do this in a
motion -- is that we get any financial data avail able and
put it back -- that that be submitted to the Board and

anyone else's in the next 30 days and then we can
reconsi der the license application at our July neeting.
VI CE CHAI RPERSON LICHT: | think this is such an

i nportant issue, we should get all the information. We
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now have |i ke seven weeks till the next neeting.
Everybody who wants us to read sonmething should get it to
us in tinme so we can read it.

EXECUTI VE DI RECTOR WOOD: There's no notion to
approve the license application, so it becones a tainted
noti on.

COWM SSI ONER MORETTI: But this is a good point
that Roger's making. W' ve asked all before to please get
to us. And there's plenty of time. This neeting's been
noticed ten days -- at a mninmmof ten days in advance.
And you can't expect us to nake an intelligent decision on
the work that you' ve produced and put before us and to --
wi t hout having had a chance to read it and verify the
poi nts and questions that have been raised.

EXECUTI VE DI RECTOR WOOD: And | appreciate that,
Conmi ssi oner Moretti, because it has been a policy of this
Board for years and years that anything received within
| ess than ten days of the neetings really can't be
considered unless it's brought up just for building a
record and we look at it later on. So we encourage
everybody in the industry to please properly send in their
docunents.

VI CE CHAI RPERSON LICHT: And | think we need a
statistical analysis of what the | oss of the signal -- the

loss of the full facility use at Los Alamitos by the
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har ness peopl e has done to Cal Expo's handle, to see
whether in fact it's been made up other places. And also
an anal ysis of what the law -- you know, another further
anal ysis on what the lawis by Derry so we know where we
st and.

EXECUTI VE DI RECTOR WOOD:  Well, | think Derry
recommended to you that we kind of avoid the | aw issue.
But there's statistical stuff we can do.

CHAI RPERSON HARRI S:  Yeah, that's going to be the
next item But --

MR, HORON TZ: If | can beg your indul gence
pl ease.

As | said, this is a very inportant matter for
our horsenen. |If you believe that there are sone problens

with our financial reports, then nake it a condition of

the license. Pass the license application. You will have
this item You will be able to reviewit to your heart's
content. Your staff will be able go through it.

Wth regard to the issue of whether it's a
satellite, whether it's a live neet, and the horsenen's
consent, those issues are going to shake out in the Court.
And, unfortunately, the Court will in all speediness and
efficiency will probably not be able to get to this before
the July nmeeting. So that particular -- those particular

items related to that will be outstanding. And let's just
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go on. | nmean this is -- you know, if there's sonething
substantive, let's nake it a condition of the |license, and
it will be fulfilled.

The last tinme we cane before you you had
particular itens. It was an agreenent. W worked toward
that agreenent. And we got it done for you. The itemis
now in the courts. W can't speed it up if we wanted to.

Ask for your reconsideration and offering your
support to this application.

MR. ALLRED: Ed Allred again, Los Al anmitos Race
Tr ack.

I want to nmake it clear, we're very anxious to
get into this other -- the next itemon the agenda. W
have sone pictures and other things to present. But we do
not, and nmy horsenen -- | think | can speak for themin
this particular instance -- we certainly don't object to
the granting of their license. W want to just |odge the
obj ection of our horsenen to taking the sinmulcast facility
Wit hout -- signal w thout conpensation. W certainly are
not objecting to their |icense being granted.

COW SSI ONER MORETTI: Actually, M. Chairman
I'"mvery concerned about the appropriation and the timng
and the nmental stability, if you will, that the horsenen
woul d need in this neeting. | would nove to go ahead with

the license, conditioned upon receipt of any such
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financi al docunents and audits that we deem appropri ate.

CHAI RPERSON HARRI S:  Well, just receipt or --

COW SSI ONER MORETTI: And review, so that it
passes -- passes the nuster, if you will, of this Board
and answers the questions of our Vice Chairnman.

VI CE CHAI RPERSON LI CHT: Receipt by a certain
date, you nean?

COW SSI ONER MORETTI :  Yeah, which woul d be based
on -- we need to say before the next neeting or before --
is there a tine certain that we need to have that kind of
i nformati on?

EXECUTI VE DI RECTOR WOOD: Can you provide the --
you need to ask for an audited financial statenent by a
date specific.

CHAI RPERSON HARRI'S:  Well, | think we need --
that's one of the issues. One of the issue, I'd like to
see an audited financial statenent. What we've got is a
reviewed, which is a different standard that | just don't
feel that confortable wth.

MR. BERRY: Steve Berry, Capitol Racing.

What we have is what we've al ways provided.

We've never been told it was wong. W' ve never been told
there was an objection. There are three |levels of
standard that is done, the conpilation, review and audit.

We have prepared a revi ewed statement every year for the
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| ast eight years, and there has been no di scussion that
that was not sufficient.

Auditing -- we can certainly go deeper. W don't
have any problem W are not afraid to stand the |ight of
day. What you heard earlier is nmisleading, potentially
sl anderous, certainly msguided. So we don't mnd having
sonmeone inspect us thoroughly. But if you need an audit,

that's a change in what you' ve been accepting. So you

need to tell us, because that will take nore tine. W can

provi de a reviewed statenment within the next couple of
weeks, which you can | ook at just |like you have had. And
if there are questions that you need to go further into,
we would be glad to do that.

Al so, if we would have known that this |icense
was going to be conditioned on the preparation of the
financial statenments, we would have reacted potentially
differently. But we saw the horsenmen's agreenent, the
fire, and all of that, so we conplied with that.

| apologize if that was not what you'd intended.
But | just -- | don't want anyone to get a
m sinterpretation. W have done reviewed statenents.
That's what we've al ways done and they've al ways been
acceptable. | don't want to get lost nmixed in words.

EXECUTI VE DI RECTOR WOOD: M. Berry, can | ask

one sinple question?
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MR. BERRY: Sure.

EXECUTI VE DI RECTOR WOOD: Thi s being June the 1st
and we're asking for a financial statenent from 2003 --

MR. BERRY: Um hmm

EXECUTI VE DI RECTOR WOOD: -- what is the
difficulty in us receiving those in six nonths' period of
time?

MR, BERRY: You know, | -- to be honest with you,
I would need to ask my CPA. The CPA was provided all of
my financial statenments since 1981 for all of the various
conpani es and entities that I own. | will be glad to ask
that question. | don't want to speculate. | want to have

an answer for you. And if there is a time certain that

you need it sooner and you tell us, then I'Il tell himand
he'll get it done. But | just don't know what the del ay
is.

EXECUTI VE DI RECTOR WOOD: But | want the Board to
recogni ze that for years the staff has asked for these
financial statenents, and -- for on a tinely basis, and
six nmonths we think is a little bit long for us to get
that. And | think it's -- also a point, that in this |ast
several years the Board menbers have di scussed in any
applications that the audited part of a financia
statement is nore productive than a reviewed financia

statenment. So that is an area we've been |ooking at to
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try to address.

CHAI RPERSON HARRIS: | think as an area. | think
we shouldn't just be focused on Capitol, but any racing
association we really need to have audited statenents, in
nmy belief. And it should be of that entity that's, you
know, being | ooked at.

MR. BERRY: We just need direction. |If you are
now -- | can get you a reviewed statenent within the next
coupl e of weeks, because that's what we're prepared to do.
If you then want us to follow up with an audited statenent
and you're doing that for all racing associations, we are
certainly going to provide you with whatever you ask for

Gve ne direct direction. | will respond and
nmeet your needs.

COWM SSI ONER SPERRY: Well, | think based on the
fact that you received a letter from M. Bardis, which
haven't read, raising certain issues, that while you give
us a review of your financial statements, you should
answer the questions that are raised to the point that
satisfies all of us.

MR. BERRY: | could not have said it better
nysel f, Conm ssioner Sperry. | have not seen that letter
I have never been contacted by M. Bardis directly to go
down this point, this point, this point, this point. |

hope that there is a list in that letter of the specific
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charges he is leveling so we can address them and neke

them go away. O deal with whatever m ght be true. And

know of none that wll be.

So if that letter has that, 1'd like a copy. |If
not, I'd like M. Bardis to supply that to you, because
woul d I'ike to not have generalities, 1'd like to have
speci fics.

I'"d be glad to address those point by point.

EXECUTI VE DI RECTOR WOOD: Do you believe that's
reasonabl e to assunme that that could happen between now
and July the 24th?

MR. BERRY: July -- not know ng what he has
said -- | would certainly think so. | do know nmy CPA's
going to be out of town on vacation for ten days. But
it's along time between now and July the 24th, so | would
say, yes, that is very reasonable, assunming that if | have
it all in here and this is it and this is my response
sheet .

COW SSI ONER SPERRY: That's the letter we
received.

MR, BERRY: W' Il be back ten days before July
24t h, so you may have themin plenty of time for your
packet .

And with that I would ask that you do approve our

license with all those conditions, because we know that
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when you' re done going through us with a microscope, we
will be fine. W have no risk here.

CHAI RPERSON HARRI' S:  Okay. We've got a notion.

COW SSI ONER SPERRY: |'Il second the notion.

CHAI RPERSON HARRI S:  Okay. We've got a notion
and a second.

Now, could you restate the notion?

COW SSI ONER MORETTI:  1'11 try.

I would nove to approve the license by Capito
contingent upon recei pt of the accountant's docunents to
this Board 12 days prior -- at |east 15 days prior to our
next nmeeting, so it gives us 10 days -- 5 days to review,
have staff review, and then a 10-day potential for putting
this on the next neeting should we need to.

CHAI RPERSON HARRI'S: | don't recall what we get
from the accountant.

COWM SSI ONER MORETTI:  Well, | want to have a
review of the issues that were raised in M. Bardis'
letter.

VI CE CHAI RPERSON LI CHT: And an audited financia
st at ement .

COW SSI ONER MORETTI: | don't want that.

COW SSI ONER SPERRY: Wl |, the normal statement
that we have been asking for and receive every year, that

we haven't gotten --

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

116

COW SSI ONER MORETTI: | see that as two
different things. Because if we don't ask for an audited
statenment from any other racing association, then at this
point intime | don't know that we need to ask for an
audited statement prior to this July 24th period from
Capi tol.

CHAI RPERSON HARRIS: | think this -- yeah, this
case is a little unique in that there is disputes over the
way that receivables are handled and things |ike that,
that there's a little difference --

COW SSI ONER MORETTI: Does that get into some of
the issues that are in the court battle at the nonent?

EXECUTI VE DI RECTOR WOOD:  No, ma'am | don't

think it does.

DEPUTY ATTORNEY GENERAL KNI GHT: | don't believe
that -- don't think it has anything to do with it.
EXECUTI VE DI RECTOR WOOD: | think it has nore to

do with the operations of the association than it does the
illegal issues before the superior court.

COWM SSI ONER MORETTI: Is it possible to get an
audi ted statement?

MR. BARDIS: Can | take one second? |'m not
going to tal k about ny nother-in-Iaw.

This is a serious issue. | don't have any

problemw th their |icense.
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COW SSI ONER SPERRY:  Your nane again?
MR. BARDIS: I'msorry. Chris Bardis.

I don't have any problemat all with their

license. | don't have any probl em when your Commi ssion
granted them an application. | only am suggesting -- and
I think you are going down the appropriate |ane -- that

you need an audited statenent, you need a revi ewed
statenent immediately. | nean there's no reason not to
have one.

And | will be nmore than happy, once again, to
gi ve the Commission itemi zed |lists of problens that | have
with how they have handl ed their purse account. And then
you can deal with those at your next meeting. | have -- |
will definitely have those for you.

I would like the opportunity to review all of
their purse accounts and how t hey have handl ed them for
the past ten years. |It's not available to nme. It should
be avail able to the Racing Conmm ssion and | should be able
to goin and do it. | used to put on race neets. | know
what they look like. W handed themout daily. W had
themin our organizations. W kept running tallies of
what the overpaynment and under paynent were. On a given
nmonment we knew what they are.

We don't know what they are. The horsenen, |

don't believe, know what they are. | think it's incunbent
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upon themto give you that. And that's all |'m asking
for. | want the opportunity to review their purse account
and | want the opportunity to review their financia
statements. And | don't need an audited statenent at this
time. | think you need one and you need one in the
future. And | too feel that you should grant their
application in some format. But when they tal k about,
"I"lIl give you a statenment in 2 weeks," make sure it isn't
8 weeks or 12 weeks.

Thank you.

MR. KENNEY: Ben Kenney, President of the CHHA.

I would just like to echo Alan's comments. For
us being out here sort of on an island, horse flesh is at
a premium And if our horsenen don't really know that
there could be a neet, they could very well easily go to
t he m dwest or the east coast.

We have small fields. W have to -- you know,
our race secretary has to sort of have a nakeshift card as
it is. And | would echo Alan's coments. Please grant us
this license even if it is conditioned.

Thank you.

COWM SSI ONER SPERRY:  Well, M. Chairman, the
notion before us is to approve, subject to receiving the
proper docunents of nonies, as to how they have been

di stributed, and whatever else is in M. Bardis' letter
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pl us the nornmal docunents that we usually receive on a
certain tinme limt, which evidently we're a little late in
getting. |Is that not the notion?

VI CE CHAI RPERSON LI CHT: Yeah, | think M. Bardis
apparently has sonme other questions. Wy don't we ask
that he present us a witten |list of those questions
within ten days. And then we can forward themon to the
harness to include in their response of the letter

CHAlI RPERSON HARRI S:  Yeah, because | think --
part of the issue, as | understand it, is the

collectibility of this overpaid purse account and how t hat

i npacts the financial statement of Capitol, if that's an
asset of capitol -- if that -- if you can find an
accounting firmto sign off, that that's -- that that is

truly an asset.

COWM SSI ONER SPERRY: M understanding is that
they've agreed to furnish that to us.

EXECUTI VE DI RECTOR WOOD: And that's about 15
days before the --

COWM SSI ONER MORETTI:  Fifteen days before.

EXECUTI VE DI RECTOR WOOD: Fifteen days before

the --
COW SSI ONER SPERRY: At | east 15 days before.
CHAI RPERSON HARRI S:  Okay. Well, so it could
cone back to the Board for final. This would be Iike a --
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somewhat of a conditional approval pending coming back to
the Board for approval based on the Board's anal ysis of
dat a.

COW SSI ONER MOSS:  It's review.

EXECUTI VE DI RECTOR WOOD:  Yeah, | think the
Chai rman could direct that next nmonth that this be brought
up again to report on the issues of the concerns of M.
Bardi s and what the analysis of the staff was of their
financials. So that as an agenda itemor -- if that's not
conpl ete, then your whole application could be re-revi ewed
at that tine.

COWM SSI ONER MORETTI:  That woul d be ny intention
in making that notion. This way the horsenen can proceed
with the plans that they need to nake. And be on alert
t hat both managenent and horsemen need to be under -- a
cl ear understanding that if we do not get the receipt,
review, and accounting of what we've asked for and that
any charges or allegation that M. Bardis has nade have
not been satisfactorily reviewed by the CHRB staff, that
then at the next neeting we would revoke the |icense.

CHAI RPERSON HARRI' S:  Yeah, | think a decision we
woul d need to make that it's a viable financial entity
that we can bring the dates to -- the license to, that we
feel that they're an entity that has the wherewithal to

conduct a neeting, which we need to do. W just need the

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

121
data to show that.

Okay. Does everyone understand the notion?

Okay. Al in favor?

(Ayes.)

CHAI RPERSON HARRI S:  Opposed?

COW SSI ONER SPERRY: | believe, M. Chairnman,
we'd need to as soon as possible notify the parties as to
what we are requesting fromthemso that there's no
questi on.

EXECUTI VE DI RECTOR WOOD: You're going to direct
me to do that?

CHAI RPERSON HARRI'S:  1'Il direct -- | mean
because anybody with a word processor can type up a
financial statenment. But we want sonething that sonmebody
has signed off on.

MR. BERRY: It will be signed by a CPA

CHAI RPERSON HARRI S:  Ckay. Now, we'll get
sonmething | ess controversial. Los Alamtos.

EXECUTI VE DI RECTOR WOOD:  You need -- Brown
versus --

MR. BERRY: -- Board of Education? You're not
too far fromit. Actually I'mglad that you have your
mnd in that spot. W will be there shortly.

M. Chairman, menbers of the Conm ssion. M nane

is Steve Berry. I'mwth Capitol Racing.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

122

People will talk today about legalities. People
will talk today about nmoney. People will talk today about
how nice the segregated area is and try to convince you
the discrimnation is really no problem

Those people will follow me. M topic is nore
general and nore overriding. Over the years |'ve been
listening to this Board. There are at |east two concerns
that have remined constant. One is the [ack of horse
popul ation resulting in shorter fields. And the other is
the decline in live attendance at track facilities and
what can be done to increase the fan base. How do we get
t hem out and bring them back?

| can state the followi ng without fear of
contradiction. Segregation and | ack of service is not the
answer .

Someone once said |ife happens at the |evel of
events, not words. Qur fans are experiencing life
firsthand. Fans and patrons feel about an experience
based on how they are treated. CQur fans have been and
still are being badly disrespected and m streated by Los
Alamitos. It is no secret that harness fans have been
segregated into an inferior portion of the Los Al am tos
facility. Even the unworthy and di scarded proposition
t hat separate but equal cannot be made because the

facilities are not even close to equal
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Your staff has been given a petition fromthe
harness fans of Los Alanmitos voicing their desire to have
you direct Los Alamitos to put things back the way they
were. Before you hear about legalities and the noney, |'d
like to create an inage you can hold in your mnd for the
rest of the discussion on this issue.

| asked each event -- and | should add that |
actually took the tour |I'm about to take you on and
personal |y experienced everything I will discuss.

| ask each of you to visualize the tour |'m going
to take you on. First imagine you are a harness fan

| hope that's not too hard for all -- everyone in

the room And | apologize for the quality of these

photos. | didn't have great light in the facility. And
printing themout -- Derry, do you want to see this
pi cture?

DEPUTY ATTORNEY GENERAL KNI GHT:  Sure.

MR. ALLRED: These are better photos.

MR. BERRY: Excuse ne, excuse ne, excuse ne just
a noment.

Ch, go ahead. It's your turn now, | guess.

We can look at his clarity now to check his
sel ection of subject matter.

Anyway, as | said, imagine you are harness fan

As you come to the entry turnstiles, you see this sign
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the first sign you see on top. This is right outside.
And it says, Limted offering in grandstand only. Only in
designated area within the grandstand.”

Now, take the elevator up to the first floor. At
the top of the escal ator you can see concession stands,
wagering facilities, and the track in front of you.

You turn away fromthe screen. ['Il walk you
t hrough the pictures as we go. You turn away fromthe
screen -- fromthe scene in front of you and you | ook over
your right shoulder, and you see a sign that says,

"Capitol Harness Racing from Cal Expo \Wagering Area."”
That's the second picture. So this is what you see, which
is at the entryway to that facility.

You go into the area designated for you and you
see a cavern, with no air-conditioning, with nmetal tables
and chairs, no concessions, and no view of the track
itself. And that's what the -- the third picture is that
you see.

You see one or two tellers, 9 wagering nmachines.
And there are 56 television sets available, 3 of which are
tuned to Capitol Racing. The others are tuned to Los Al,

i mported races, and sports shows.

You try to get a place to bet along with the over

150 other fans that are restricted to this area trying to

do the same. Sonme can get their bets down. | personally
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wi t nessed several fans being closed out because they
couldn't get their bets down.

You see, that even in your designated area you
and others can still bet on the quarter horses and
i mports. Not surprising since |less than 10 percent of the
screens are show ng harness.

You reason that since all wagers are avail able
i nsi de your designated area, that naybe you can avoid the
crush and wager on a harness outside your restricted area.
You now wal k around the corner into the main area and see
many tellers and machines currently being unused. And
that's -- | apol ogize for the dark picture.

You go to a machine outside your restricted area
and try to place a bet. Cal Expo is on the screen. You
go through the whole betting process and then you find it
won't finalize your bet. You nust go back to your area if
you want to bet on harness. You can't sit outside and bet
on harness. You can't sit in the Vessels Cub and bet on
harness. You can't be in the main grandstand area and bet
on harness. The entire facility is opened to wagering of
all types other than harness. Harness is segregated and
restricted to a designated area only.

You think, "This is wong, because separate is
not equal." You know, it is a State of California

sanctioned event and you are a taxpayer. But, nost
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importantly, you're a racing fan. You're a racing fan and
you are being puni shed because of the type of breed you
prefer to bet on. Discrimnation based on sex, age, race,
religion, creed, national originis not permtted. No one
ever thought we would need to add "preferred breed for
wagering" to the previous list. The fact is we don't and
you can see to it on behalf of the horse racing fan
particularly harness. However, if it can happen to
harness fans, might it not happen sone day to fans of
ot her breeds?

We ask that you i mrediately direct Los Al am tos
to cease their policy of segregation and permt all fans
of horse racing to wager anywhere in the facility just
like it has been forever prior to May the 12th.

All fans of horse racing nust be treated equally.
Anything |l ess is an anathema to what the racing industry
stands for.

Thank you.

COW SSI ONER SPERRY: M. Berry, you think the
Board has the authority to do that?

MR, BERRY: W thout question

CHAI RPERSON HARRI S:  What can you point to that
woul d give us authority to do that?

MR. BERRY: | believe it is on Section -- |'m not

an attorney, but I'mgetting better now that | seemto be
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hangi ng around a bunch of themlately -- 19400 on page 4
par agr aph D

EXECUTI VE DI RECTOR WOOD: |'Il get the book

MR, BERRY: | think Derry's got it -- M. Knight.
Excuse ne.

DEPUTY ATTORNEY GENERAL KNI GHT: You say 194007

MR. BERRY: Yeah, | think so. Paragraph --

EXECUTI VE DI RECTOR WOOD: The | aw book or the
regul atory --

MR. BERRY: The one he's got.

-- D -- 401D.

DEPUTY ATTORNEY GENERAL KNI GHT: 401D says, "The
intent of this chapter is to allow pari-nutuel wagering on
horse races while: d) providing for nmaximum expansi on of
horse racing opportunities in the public interest."

MR. BERRY: We've heard a lot of discussion in
t he past about plenary powers. W' ve heard a | ot of
di scussion in the past about the best interests of horse
racing. You now have that also in your |aw

But even if you didn't, how would you like to be
going to a facility and treated |i ke that, buying a
ticket, going in and told, "No, you have to go over
here."? W don't do that. W don't do that in this
country to anybody. And this industry cannot do it to its

f ans.
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So | don't know that you need anything beyond a
human consi deration. But | think you have the |aw on your
si de too.

CHAI RPERSON HARRI S:  Woul d the General Manager of
Los Alamitos |ike to comrent?

MR. ALLRED: Yes, | would Chairman Harris. Ed
Al l red, General Manager of Los Al am tos

I"'d like to start by saying that around the state
at every race track in the state that's sinulcasting the
facilities vary greatly. So if M. Berry wants to enforce
a particular management style at Los Alamitos, they'l
have to do it everywhere el se

So l'd like you to try to nake a bet at De
Mar -- I'"mnot criticizing my friends at Del Mar -- on a
guarter horse race or a night racing event late in their
program and when they run until 8 or 9 o'clock at night.
You'll have a hard tinme finding a television set with --
and that's fine. They're live racing there. They're
entitled to -- because this is their noment in the sun.

Li ve racing and sinulcast racing in California
are two different things. There's simulcast racing that
is part of your live racing program W can bring in even
har ness signals occasionally when we don't have quarter
horse product from Chi cago, out of other places -- and

quarter horse signals. And our horsenen benefit from
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that. We pay 2 or 3 percent to the track that's sending
out the signal and we keep the rest of it and we divide it
up wi th our horsenen.

In this case, harness racing is expecting us --
is to rent our crowmd for nothing, nothing, 2 percent, just
the sanme thing that any simulcast facility gets. And our
horsemen don't get any of that, not a penny, not one
penny.

CHAI RPERSON HARRI S: | thought sonme of that was
going into -- because nbre are going in an escrow account.

MR. ALLRED: That's -- that's another -- that's
part of the litigation that's going on. That's -- the
Board has enforced -- the so-called Zunberg agreenent was
used as the basis of it. And that's what we used to
operate under before we had all these problenms. Now,
that's still in dispute before the superior court. And a
portion, by the way, not all. But only a portion of the

noney that has been ordered by the Board is being put in

the -- and that was part of our settlenment, only a portion
of it would be put there. | forget the exact percentage.
| believe it's half. But |I don't -- I"mnot up on that as

far as the actual law is concerned.
So our contentionis -- and | think it's a very
valid one -- that we are two things, and every track in

California that runs live racing is two things: They are
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a live race track and they are a sinulcast facility at
times. That's exactly what we are.
By the way, on Wednesday night, when there is no

live quarter horse racing, we have absolutely no problem

with taking the harness signal. W noved it so that it's
in one particular place on Wednesdays. It was only in one
particul ar place before that. It was in the clubhouse.

And now we've noved into the grandstand. And so that
doesn't -- that hasn't changed anything as far as the
availability of it is concerned.

It is true that during our live racing program we
are -- if you want to use the word "segregating" -- we
have a special area where we desi gnate harness racing.
And, surely, we knew that it was going to decrease the
harness handl e during that tinme.

Al so, by the way, | would like to comment on M.
Horowitz' thing. No question, sone of the |arge harness
pl ayers have noved. W identified three or four of them
They're now at Hol | ywood Park. M chael Silber is over
there. He bets substantial anmounts of npney everyday.
It's closer to his hone to be in Hollywod Park. But he
al ways cane to Los Al because he liked it better. So we
| ose those people. But they're betting sonewhere el se.

The average fan around the facility -- and we'd

like to have themto be able to bet on horse racing and
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kill the tinme between races when there's not nuch going
on. W can't doit. W can't doit. And we're going to
get two percent. And until this thing is resolved -- it's
been going on for three years now. | would Iike very much
to sit dowmm with M. Berry, resolve this thing tonorrow,
we split the thing. And we would -- | can pronise you, we
woul dn't handl e $50, 000 a day. We'd handle closer to
$200, 000 a day during the live racing on it because we
woul d promote it nmuch nore aggressively than we pronoted
it before. But there has to be an equitable distribution

Hol | ywood Park does not take Bay Meadows' signa
for 2 percent. They get it all, 100 percent. And Bay
Meadows the sane. Vice versa, that's the way it should
be.

This has been left the way the |aw was written
And Senat or Maddy knew what he was doi ng when he did this.
Hi s name has been used before, and I'Il use it now  That
this was to be negotiated between the parties. The
horsenmen didn't want the signal brought in. There had to
be sone figure at which they would. And the Horse Race
Board is to be the final arbiter. W live with that.

We are very happy to resune the harness signa
t hroughout the facility and pronote it aggressively if we
get an equitable distribution of the nobney and get that

thing resolved. We've waited for three years to have this
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done. And this is our final effort to try to get sone
equity to our horsenen. CQur handle will go up

Anot her factor I'd like to point out. The
harness has the highest takeout in the state by far
Twenty-four percent of the exotic nmoney is taken out every
time the bet is made. You take a limted crowmd of 1500
peopl e and take 24 percent out every time, then say it
doesn't have any inpact on live handle, you don't know
much about racing, because it does.

CHAI RPERSON HARRI S:  What's the quarter horse
t ake?

MR. ALLRED: It's the sanme as thoroughbred. The
maxi numtake is fifteen five for straights, one place is
showi ng 20 percent for exotics. Still too high. | would
like to see it |lower than that.

For a while we had a five percent breakage thing
at Los Alanmitos which we passed. And let's not set it
out. | believe in |lower takeouts for all of us. |'m
definitely opposed to confiscatory takeouts |ike 24
percent.

So live racing is our life blood. And it nust be
featured. |If our horsenmen aren't going to prosper and
we're going to have to conpete with sl ot nmachi ne states,
we' ve got to feature our live racing. W have a typica

thing four times a year, so we will send out $5 vouchers.
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Sonetinmes they're bigger than that. You get a big crowd.
And it costs 70 to $80,000 to do that. They can cone in
and take that $5 voucher and bet it on a harness horse
just as well as a -- and we get 2 percent of it. It tends
to make us not want to pronmote things properly because
we -- we're trying to run a live race neet. And this
shoul d only be an adjunct. W have to take their signa
and we don't get paid for it. W should be able to take
it as a sinmulcast facility the way we are. And, by the
way, that's the way it's done around California at a | ot

of other places when there is overl ap.

Oh, by the way, the pictures, | hope you see
them This is not a bad area of Los Alamitos. It's the
guts of the grandstand in the back. |It's commonly used.

It's packed everyday during the thoroughbred simul casting
racing. |It's clean. M. Berry alluded to 9 pari-nutue
machi nes. Actually there always were nore than that. But
we -- well, we now have a bank of 5 plus 9 plus 4. So we
have 17 nutuel machines -- 17 or 18 nutuel machines.
That's more than adequate for a crowd of 2 or 300.

MR. BERRY: Before | leave the table. The only
managenment style I'd Iike to see in California is whatever
facility and whatever quality it is, whoever gets in can
bet anywhere he wants to, anything he wants to at the

facility.
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MR. ALLRED: Let's make a deal then. That would
be fine.

CHAI RPERSON HARRI S:  Okay. Any questions or
conments fromthe Board on this?

I"'mnot really clear what ability we have to
really intervene in this anyway, if we wanted to or didn't
want to.

EXECUTI VE DI RECTOR WOOD: M. Chairman. | hate
to interrupt you. But just to show -- just to let you
know, on the agenda this is for discussion only. There's
no action can be taken about this item | think it's for
di scussion only.

MR. BLONIEN. M. Chairman, if | could just be
heard for a second. Rod Blonien on behalf of Los Al.

There are no provisions in the law that require
that we show their signal every place in our facility.
There -- you have regul ations in your regulation book that
are pretty detailed in terns of the operation of a
satellite facility. W're in conplete conpliance with al
of those provisions.

What M. Berry is asking for is asking that we
favor his horsemen over our horsenen, that if we take his
signal and the noney's wagered there, our horsenen get
zero. |f people wager on quarter horse races, our

horsemen get 7 percent, 6 percent.
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And so what he's asking for is for us to shun our
horsemen to support his horsenmen. We just can't do it
being a live racing facility.

CHAI RPERSON HARRI S: Okay. Any other comments
fromthe public or Comm ssioners?

COW SSI ONER MOSS:  Is there -- just, you know,
["mnot familiar with this subject, but | don't think a
| ot of people are.

CHAI RPERSON HARRI'S:  You'll get real famliar
with it on this Board.

COW SSI ONER MOSS:  Isn't there any standard rate
in regard to sinulcasting within the state?

CHAI RPERSON HARRI S:  Well, it's legislated. And
it's different for the thoroughbreds than it is any other
br eeds.

VI CE CHAI RPERSON LI CHT: The way he described it
is in thoroughbreds if you nmake a bet on Bay Meadows or at
Hol | ywood Park, it stays -- that noney stays -- what's bet
in the south stays in the south, what's bet in the north
stays in the north.

COW SSI ONER MOSS:  But they have the sane
agreenent. It's a nmutual agreenent.

VI CE CHAI RPERSON LICHT: Right. But it's a
totally -- it's a different situation

CHAI RPERSON HARRI S:  They don't even need an
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agreenent. They just take it and bet on it. But in the
ni ght industry it's -- they don't have sone agreenent
which there's a lot of things disputed. So it's basically
they get 2 percent versus there's so nmuch for -- it
doesn't really matter. Soneone from Hol | ywood Park
betting on Bay Meadows, it's sort of neutral to Holl ywood
Park. It doesn't matter if they bet at Holl ywood Park or
Bay Meadows. But that's the basis of this dispute. It's
a big problemfor Los Al if they're betting on Capitol and
it's cannibalizing their handle.

CHAI RPERSON HARRI S: Let's nmove on. This is just
a point of information. W could bring it back for
further discussion at another nmeeting. But | don't think
we can take any action on it right now anyway.

MR. NEUMEI STER: MWy | just address one point that
M. Blonien raised.

Davi d Neunei ster. I'"'ma Director of both the

United States Trotting Association and the California Harness

Hor senen' s Associ ati on.

M. Berry pointed to very first provision in the
Horse Racing Law in California, which tal ks about the
intent of the chapter. And as M. Knight pointed out, the
intent of the chapter is to allow pari-nmutuel wagering on
horse racing while -- and he pointed out provision D

which is providing for maxi num expansi on of horse racing
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opportunities in the public interest, which this
particul ar action by Los Alamitos clearly is not.

But the very next itemis providing uniformty of
regul ation for each type of horse racing. And | would
suggest that the word "regulation” in this context neans
that this Board has the authority to regul ate whatever --
it doesn't -- | don't think it just nmeans written
regul ations. This Board has the authority to regul ate
racing in this state. And the very first article of Horse
Raci ng Law says that one of your prine directives is to
provide uniformty of regulation for each type of horse
raci ng.

More specifically with regard to satellite
wagering, | go back to Business and Professions Code
Section 19605. 3, which again provides for the itens that
must be approved by the Board before an association can
act as a satellite wagering facility. And under 19605. 3B
"The acconmodati ons and equi pnent used in conducting
wagering at the satellite wagering facility and their
| ocati on have been approved by the Board."

To ny knowl edge these particul ar accommpdati ons
have not been approved by the Board.

EXECUTI VE DI RECTOR WOOD: David, that's -- we've
never approved an accommodation for a satellite facility.

We woul d have 37 |license applications for every facility
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that would deal with that issue on a yearly basis. And
once we allocate a license for a satellite facility, they
don't come up for renewal every year

MR. NEUMEI STER: | understand that, M. Wod.

But M. Harris asked is you had the authority to regul ate
this. And clearly under the | aw you do.

In addition --

CHAI RPERSON HARRI'S: | think -- stipulate that.
| think it's a --

MR. NEUMEI STER: Well, there's nore -- nore
specifically, under the rules and regul ati ons of the Horse
Raci ng Board, under Section 2057 Item 11 -- and, again, if
you want -- it's sort of a question of whether you want to
have the authority to do this, | think. But it says, "The
pl ans for new proposed satellite facility sites or for the
renodeling or alternation of existing sites.” And | think
this is clearly an alteration of existing site. "Any
pl ans shall be submitted to the Board for review prior to
the preparation of construction draw ngs, and the Board
shall review and approve set plans relative to security
for the pari-nmutuel operations placed on this data |ines
and overall conpatibility with Board policy and regul ation
within 30 days prior to the institution of that."

So | think if Los Alamtos wanted to make such a

drastic change in their facility, they need to cone to you
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and ask you first. So if you want the authority, you've
got it, | believe.

EXECUTI VE DI RECTOR WOOD: That's kind of like if
Cal Expo closed their Turf Club down, we'd have to approve
that too?

MR. NEUMEI STER: I f Cal Expo closed the -- turned

of f the betting machines for quarter horse racing,

woul d --
EXECUTI VE DI RECTOR WOOD: That was not ny
questi on.
MR. NEUMEI STER: No. But it's a different issue
because --
CHAI RPERSON HARRI'S: This is getting pretty
i nvolved. | nean why don't we bring this back at a future

nmeeting. But | don't think we're going to get it resolved
today. And we do have sone people that need to | eave.

So t hank you.

MR. KENNEY: Chairman Harris, nmenbers of the
Board. Ben Kenney, President of CHHA

| represent the harness horsenen of California.
Qur group consists of owners, trainers, drivers, a large
nunber of groons, nobst of whomlive at the race track
grounds.

| also recently attended Los Al amitos Race Track

on the opening night of the new Cal Expo Room | was
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curious and concerned about how the room woul d be set up

Upon arriving | was shocked and di sappointed with
the Iimted nunber of Cal Expo view ng nonitors, |ack of
amenities, and a small nunber of available tellers and
betti ng machi nes.

This is not a place where | or any of the
sout hern California owners would want to spend the evening
wat ching a horse race. And if | and ny fell ow owners are
so disinclined to visit such a place, the probability of
repeat business fromthe general public is certainly
m ni mal .

As |'m sure you realize, by restricting our
product to a snmall segregated area, Los Alamitos has put a
severe curb on our handle which will ultinmately affect our
purses. Qur entire income is derived fromhandle. Since
the inception of the new room our average daily handl e has
dropped significantly. Projections showthis will cause
as nmuch as a 10 percent reduction in purses.

I would like to point out ny fellow horsenmen in
t he audi ence today. Although nmorning is the busiest tine
of day for them they have sacrificed the tine today to
show this Board how inportant this issue is to them since
they are the ones paying the price for this situation.

The California Harness Horsemen have weat hered

i ncreasingly unfavorable conditions the past few years.
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And if the current conditions at Los Alanitos remin
unchanged, the consequences coul d be devastating.

As we all know, one of the CHRB's
responsibilities is to regulate racing with a fair hand in
order to generate funds for the State of California.
respectfully ask you to take this matter under serious
consi deration and do what's best for California horsenen,
what's best for California, and what is best for our fans.

Thank you.

CHAI RPERSON HARRI S: Thank you.

We'll need to nove on. | suggest that if we'd
like to put this back on the agenda for a future neeting
with some specific things that we could vote on, it would
be fine. But | think -- we can't take any action today on
it anyway.

MR. HORON TZ: Could | make one suggestion
per haps.

Wil e the Board conditioned the |icense for
harness racing on a certain nunber of items, that
obviously are going to be conpleted between now and the
next neeting, perhaps the staff or the Board or a
committee of the Board would have a fact-finding m ssion
to go down to the Los Alamitos facility on a racing
evening, neet with the patrons that are down there, talk

to them Mybe even announce -- you've got -- Mke
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Martin's down there in Stanton. Let himindicate that
he's com ng fromthe Board to talk to patrons a couple of
days in advance, and those patrons who maybe are not
attending would cone to that neeting and hear firsthand
fromthe fans.

You know, the fact that we're putting this off
until the end of July now neans that our fans down there
wi Il be disenfranchised through the end of our current
race neet. | can't help think that -- and this is a
ridicul ous exanple. But if soneone cane before you today
and said that you couldn't go to Los Al in a certain area,
and if you wanted to bet Smarty Jones on Saturday you
could only use one certain area, there isn't a nenber of
the Racing Board here and the staff that wouldn't junp up
and defend those fans' rights to be able to bet the
product of choice in that facility.

And now -- and I'mreally feeling disenfranchised
nysel f because this is a harness product that's being
shunned into an area and this Board isn't -- | nmean we've
wai ted three weeks to even get this itemon the agenda.
Why didn't the staff go down there and find out? You
didn't -- and get sone --

EXECUTI VE DI RECTOR WOOD: Well, Mke Martin --
we have interviewed people --

MR, HORON TZ: Well, | didn't hear any of that
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testimony today. Ask Mke Martin to cone up and share
his conversations. You know, | think that that's the
proper thing to do, is between now and the next time |et
the patrons know. |It's hard for Los Alamitos patrons to
come up here to Sacranento

MR. BLONIEN. M. Chairman and nmenbers. Rod
Bl oni en.

The answer is sinple. Wy doesn't M. Berry sit
down with Dr. Allred and negotiate a settlenent. The
resolution of this is in your hands, Alan, and to M.
Berry's hands.

MR, HORONTZ: No, it's actually in the court's
hands.

CHAI RPERSON HARRI S: Move on today and cone back
as to -- as far as how nmuch the Board's going to
m cr o- manage people's property.

We' ve got one nore agenda item which is
di scussi on of the concluded race neeting at Santa Anita.

SENI OR PARI - MUTUEL EXAM NER REAGAN:  Conmi ssi ons,
John Reagan, CHRB staff. 1'Il be brief.

They had a 84-day neet, the standard Decenber
26th opening. |In total, the average daily handl e was down
3 percent. Kind of a push on track, down a little bit off
track. The intrastate exported was down al nost 9 percent.

A big increase of course we still see in the ADW handl e.
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But, like |I say, overall only down about 3 percent there,
ki nd of a push for the neet.

If you have any questions, I'll try to answer
t hem

VI CE CHAI RPERSON LI CHT: | just have a comment.

I nean | think that Santa Anita's neet had sonme very
positive aspects: Serona, for one; the Magnify, for two,
the Sunshine MIlions, three. And that goes for

Fant asti c.

I think that the ADWside, on the other hand, is
so poor that it deserves extensive review. And | think if
you -- that it's inperative that XpressBet/Magna/ Santa
Anita do sonmething to i nprove those dismal figures where
they were -- where XpressBet was outperfornmed by TVG
and by YouBet during this period.

And in order to help the industry in California,
I'd ook to Santa Anita to cone to us with what their
pl ans are to inprove their ADWdi stribution and their ADW
handl e, sooner rather than |ater

CHAI RPERSON HARRI' S:  Yeah, it's a real concern
here. W're just not seeing any growth at all in purses
and declines. Like purses in 2002 were 38.1 mllion, and
they went down to 35.4. And that's during a tinme of
ri sing expenses. |I'mjust concerned if this whole horse

i ndustry can sustain itself under, you know, declined
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revenues and increasing costs. And | think they did a
good job of putting on their nmeet. But we need to dig
down deep into our nental resources and figure out how
to -- how we can turn around these negative trends.

And does Santa Anita have any comrents on things
you think you could have done better or --

MR. McDANI EL: Jack McDaniel, Santa Anita Park.

When the Board naekes its trip to Los Alamtos
we'd like to invite you down to see sone of the
i mprovenents we have planned for this upconing neet.

I'"'mnot here to address the ADWissue. CObviously
it's a hot topic for us. W're interested. W want to
see where all that goes.

I nmust nmake, you know, a point on John's report,
that our on-track attendance was up. And that's sonething
that hasn't happened for us year over year in excess of
four years. The npst positive aspect about that is that
that on-track attendance really picked up in the second
hal f of our neet; you know, largely started to creep up
after Sunshine MIIlions and picked up speed coinci dent
with our outreach effort, you know, radio, television, and
pronmotions that extended our outreach to a new cl ass of
visitor.

We find now in the second half of our neet that

the mi x of regular patrons, the ones that we track through
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our thoroughbred club, versus new patrons has been
upended. For the first time we find that we have nore new
patrons on our big days than we have regul ar patrons. And
that's significant to us.

Now, the handle flattened out for the on-track
meet, which is probably consistent with the fact that, you
know, new people bet less than regulars bet. But we are
finding ways to bring new people in. And | think that
tracks like Del Mar, who we borrowed heavily fromtheir
experience with their after-hours program and ours,
think that we have to continue to do quite aggressively.

You know, we see an ADW a huge chal | enge. And
that challenge is that it's taking the Iife away fromthe
on-track experience. So it's essentially forcing us to
step up the pace, | believe, to create a nore attractive
and nore visitor-friendly facility. Because if ADW
expands, it's really expanding, not so nuch into, you
know, a new core audi ence, but our existing core audience.

So | think the challenge is clearly ahead of al
of us to define inventive ways to, you know, repopul arize
this sport. Hopefully in the next several weeks we'll be
abl e to announce what we think is going to be a very
exciting new adventure for this upcom ng year that gets us
out in a mpjor way on broadcast television and starts to,

you know, meke rel evant the experience of coming to the
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track and being a horse owner that, you know, we haven't
seen in, you know, forever.

VI CE CHAI RPERSON LI CHT: Now, this 61 mllion of
ADW how nuch of that was YouBet and how nuch of that was
Xpr essBet ?

MR. McDANIEL: | don't have the nunbers in front
of nme, Chairman Licht.

You bet did a big job |last year. W know that.
XpressBet has been doing a good job. But, you know,
the penetration of XpressBet and YouBet is going to be
hanmpered with the fact that they don't have the same depth
of exposure that TVG m ght provide because it is
tel evision versus Internet.

CHAI RPERSON HARRI'S: How s it working with --
you're now satellite. Are you using your front runner
Seronas for some of that?

MR. McDANIEL: We are, in fact. For the first
time ever we've opened up Front Runner during our |ITW
phase. |In fact, we've conpletely noved over our Turf Club
into front runners. W' ve dropped our prices. It's 50
percent less for attending, you know, Turf Cl ub, now from
$15 to $10. We've elininated our clubhouse charge and
brought people into the nmezzanine | evel and the rest of
the facility for the $5 charge. W're trying every way

possible to regenerate interest in that |IDWphase. And
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it's inmportant | think for all of us that we get people
out to the track. We're going to see it not only in our
commi ssion structure, but clearly in our purse structures.

VI CE CHAI RPERSON LI CHT: | think part of the drop
in handle, as | understand it, was a change in policy that
you had with sonme of these rebate places. Right in the
early part of the neet you attenpted to raise the rates
and things didn't work out. Did the handl e cone back as
the neet --

MR. McDANI EL: Oh, yeah, it clearly cane back
We were down double digit, and the fact that we ended up
the year -- yeah.

CHAI RPERSON HARRI S:  Yeah, | think I'd be
interested to hear when you apply for your next year's
license some of the things you' re doing, because it sounds
like you are introducing some exciting things.

Do you -- had you planned to introduce the type
of machines that you got that are basic short rate --
raci ng rel ated?

MR. McDANIEL: It's our strong desire to do
exactly that. | think that those machines could --
addresses a certain segnent of our audience. W're trying
to be careful about addressing the needs of all of our
audi ence. | think what -- you know, what you night see if

you were to come today is an outreach to a veteran track
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visitor. Just after the Belnont neet we'll introduce the
| PT machines that we tried to introduce earlier in the
year, but we had to work through some technical software
glitches with Autotote.

Anyt hing that we can do that nakes that
experience a better experience for sonmeone that wants to
come to a track is things that we have to | ook at
aggressively.

VI CE CHAI RPERSON LI CHT: And | think that you've
done -- like | say, Serona and Magni fy, those are things
t hat have been very popul ar

MR. McDANI EL:  Gh, thank you.

CHAI RPERSON HARRI S: Thank you.

Okay. Anything else to be brought up under other
busi ness?

VI CE CHAI RPERSON LI CHT:  Pari-nutuel .

CHAI RPERSON HARRI S: Okay. Here we go.

Report fromthe Pari-nutuel Operations Committee.

VI CE CHAI RPERSON LI CHT: We net |ast nonth
tal ki ng about rebating in some detail

I think that I'd like to see us neet in the near
future with a whole neeting devoted to just rebating,
tal king about -- NTRA is doing a -- has a whole conmittee
| ooki ng at what the policy in racing should be with

respect to rebaters, and really get to the bottom of what
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the truth is. There are a |lot of runmors and i nnuendos
surrounding them W' ve got to find out whether we -- how
we're going to deal with these people who appear to have
an extreme influence on the business.

And the other thing I'd like to see the
Pari-mnmutuel Committee do in the near future is to talk
about the distribution of the pari-nmutuel handle, that goes
to so many places other than just horsenmen and race
tracks, and see if we're doing the right thing.

CHAI RPERSON HARRI'S:  Yeah, | think those are good
t hings to discuss.

COW SSI ONER MOSS: Did you say the NTRA was
doing a study on this?

VI CE CHAI RPERSON LI CHT:  Yes.

COW SSI ONER MOSS:  This is a big threat to our
life blood, I think. 1've watched what happened in
Engl and | and where the bookmekers just took over the

busi ness. Left nothing for the horsenen. So unless we

have sone, | believe, real organized policy on this in
some way, that's obviously |egal and appropriate, | think
we're an industry in great danger fromthis -- those

operations. That's ny feeling.
VI CE CHAI RPERSON LI CHT: GCkay. That's it.
CHAI RPERSON HARRI S:  Any ot her coments?

Any general business or old business.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

151

We have no Executive session, | believe.

Thanks for -- do you have a coment?

MR. LI CCARDO  CGood afternoon, M. Chairman and
Conmi ssioners. Ron Liccardo, pari-nmutuel enployees.

Last nonth we had our licensing of the TVG
YouBet, and the XpressBet. And | raised sone issues
about what | thought was supposed to be prom sed us in the
ADWbills. And | have sone -- | have a docunent here
which is the mnutes of the California Horse Racing Board,
January 24th, '02, on page 38. And I'd like to read a
smal |l excerpt to the Board. | know your |icensing cones
up in Decenber. But | think it's pertinent that we bring
it up ahead of tinme so that we can discuss this alittle
bit further.

This was -- Joe Lange appeared in front of the
CHRB, and Mark Wl son here with TVG  "The conpany asked
me to sort out the following of M. Lecardo's statenent.
Just to nmake it clear, there are a couple issues that are
left to resolve with regards to noving in the hub into
State of California. Once these issues are resolved
think it's in fact TVGs desire to sit down and get
negotiations with M. Liccardo and pari-nutuel Clerks Union
to have their enployees and those jobs be in fact union
jobs. And I think that we can commt to that." It was

that part of this discussion with regard to |egislation
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this year. And | think in the spirit of goodw Il and
fulfilling commitnments that that woul d happen

This is a statenment from M. Landsberg at the
time. "I amnot sure | quite understand what you said.
Does this nmean you're going into negotiations or are not
going to address in negotiations? You've never been
interested or will be. But you're not there. M. Lange,
I think 1"l let M. WIson expand on this. But the point
that M. Liccardo is raising is when the hub is located in
the State of California with TVG -- it is not yet. But
when the hub is located in California the comm tnent an
the spirit of the aw was to make those enpl oyees union
enpl oyees. And in fact that commtnment will be upheld."

Now, that's clear when they tal k about union
jobs, that those are my union jobs, not the studi o union
j obs.

The sane thing is with YouBet.com They nade
commtnents to us, which is Local 280, that they would
have |ive operators in California if they received a
license. Now they say that they couldn't get |egislation
to change the | aw to make them nore noney. They' ve done
nothing really to get legislation to do that. And they
don't care to because that's going to cost them noney.

And t hose jobs were pronmi sed us for the backing of ADW

And that's what -- | want to have that on the record, in
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fact, because | nmay not be around for the Decenber
meeting. But | think they need to know -- the Board needs
to know that those jobs were prom sed to Local 280, that
they were going to finance sone jobs for ny nmenbers. And
t hey haven't.

Thank you.

CHAI RPERSON HARRI S:  Anyt hing el se?

Ckay. Well, thanks for your patience in being
here.

Try to do this again next year up here.

(Thereupon the California Horse Racing

Board neeting adjourned at 12:55 p.m)
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