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DEL MAR, CALIFORNI A
THURSDAY, JULY 24, 2003

9:30 A M

-00o0-

EXECUTI VE OFFI CER WOOD:  Good nor ni ng,
everyone. Please take a seat. W would |ike
to begin this norning' s neeting.

W would like to welcone you to the
regul arl y-schedul ed neeting of the California
Hor se Raci ng Board.

This neeting is being conducted on
Thursday, July 24, 2003. W are in the De
Mar Satellite Wagering facility in Del Mar,
Cal i fornia.

Present at today's neeting are
Chai rman Roger Licht, Comm ssioner WIIliam
Bi anco, Comm ssioner Sheryl Granzella and
Commi ssi oner Al an Landsburg. W understand
that Commi ssioner John Harris is -- oh, he's
arrived. He's here. Thank you.

Before we go forward with today's
meeting, | would respectfully ask if you give

testimony in front of the Board, that you
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pl ease state your name and your organization
If you have a business card to present to the
court reporter, we would specifically ask that
you do so

Wth that, | would like to turn the
nmeeting over to our chairman, M. Roger Licht.

CHAI RMAN LI CHT:  Good norni ng,
ever ybody.

The first itemon the agenda is the
approval of the m nutes of our last neeting in
June at Pl easanton, which | thought was a
really good nove for this Board to take its
show on the road to the fairs, and show that
we really do work with all the racing
interests in the state. Pleasanton showed us
a great time and provided us with a great
facility, and I think it was a real successfu
nmeeting.

Does anybody have any questions or
conments on the minutes? How about a notion
to approve thenf

COW SSI ONER GRANZELLA: | so nove

COWM SSI ONER LANDSBURG.  Second.

CHAI RVAN LI CHT: Moved by

Commi ssi oner Granzel |l a; seconded by
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Conmi ssi oner Landsburg.

Al in favor?

(Al Board nenbers voted

affirmatively.)

CHAI RMAN LI CHT: Opposed? The nmi nutes
are approved.

Application for Bay Meadows to conduct
their neeting.

M5. WAGNER: Good norni ng.

Jacki e Wagner, CHRB staff.

The application before you is fromthe
Bay Meadows Operating Conpany. They have
filed an application to conduct their
t horoughbred race neeting at Bay Meadows.
Their proposed dates are August 29th through
Novenber the 2nd, 50 days, which is the sane
nunber of days they raced in 2002. They are
proposing to race a total of 430 races, or 8.6
races per day.

They nmeet the ten-percent requirenent
of stakes purses paid for Cal-Bred stakes
races. They will be racing five days per
week, Wednesday through Sunday, with eight
races on Wednesday, Thursday and Friday, and

nine or ten races on Saturday, Sunday,
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hol i days and special days of interest. Their
first post tinmes are 1:45 p.m daily during
the Del Mar overlap, 1:15 p.m during the
Fairplex overlap, 12:45 p.m during Oak Tree's
overlap, and a 7:00 p.m Friday night racing
schedul e for Septenber the 26th, Cctober 3rd,
the 10th, 17th and the 24th.

The anal ysis indicates mssing itens
fromthis application. W have received the
horsenen's agreenent. The horsenen's
agreenent has been signed. The fire clearance
has been received. And we have been notified
that the post tinme for Breeders' Cup on
Cctober 25th is 11:15 p.m -- 11:15.

Staff recomends that the Board adopt
the application as presented.

COW SSI ONER LANDSBURG.  Jacki e,
according to the cal endar you have,

Septenber 2nd is a Tuesday, | believe.

MS. WAGNER: That is a typo, and the
correct date is Septenmber 26th.

COW SSI ONER LANDSBURG. | j ust
want ed -- wondered how it got in there.

VI CE CHAI RMAN HARRIS: One thing |I'd
like to mention is that -- apparently on these

6
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applications -- is it shown sonewhere which
ADW provi ders they use?

They're showing it as satellite -- |
mean out-of-state sinulcast -- they show |like
YouBet, but they don't show XpressBet, which
assune they would --

M5. WAGNER: | believe that
information is not actually captured on this
application, but if we can have a
representative from Bay Meadows indicate their

ADW pr ovi der .

VI CE CHAIRVMAN HARRIS: | think it
woul d be good. | don't know what it would
take for you guys -- if we need to do a whole

new procedure or what, but | think it would be
good to have both ADW providers used and al so
what sort of dissem nation methods they have
to the public to show their signal, whether it
be conputers or television or what.

MS. THURMAN:. Berni e Thurman, Bay
Meadows Raci ng Associ ati on.

CHAI RMAN LI CHT: We can't quite hear
you.

MS5. THURMAN: Bernie Thurman. 1s that

better?
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We' I | be dissem nating our signa
t hrough YouBet and XpressBet. XpressBet's hub
isin California, so we didn't list it on the
out-of-state |isting.

CHAI RVAN LI CHT:  You need nore
volune. They can't hear you in the audience.

She said that XpressBet's hub is in
California; therefore, she did not believe it
necessary to list it on the application

VI CE CHAI RVMAN HARRI S:  About how big
of a TV audi ence do you think you will have?

MS. THURMAN:. That woul d probably be a
qguestion for XpressBet and YouBet.

VI CE CHAI RVAN HARRI S:  Wel |, YouBet
doesn't have any, but -- | think they have it
on conputer now. But Horse Racing TV has a --
basically, | just wondered how for -- maybe
that'd be something that XpressBet or Horse
Racing TV could answer as far as how they are
com ng along on their dissem nation of their
TV si gnal

MS. THURMAN:. | think we could get
themto answer that question.

VI CE CHAI RVMAN HARRI S:  You guys don't

know?
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MS. THURMAN. Well, | can tell you
that our handle certainly increased when
YouBet started selling their signal

VI CE CHAI RMAN HARRI'S: | personally
think that was a very good nove, because it
allows California to bet both north and south
wi t hout changing providers, so | think that
probably was a good custonmer service thing.

CHAI RMAN LI CHT: | have a question for
Ber ni e.

Racing Services -- in light of what is
goi ng on, are you confident that we should
i nclude this on your application and keep our
contractual relationship with Racing Services?

M5. THURMAN: Well, | believe that
Racing Services is current with all the
licensees in California, and that they have
resolved their problens in North Dakota; that
it would be wise for us to continue to do
busi ness, but | think it would behoove us to
make sure they are current with all of us.

CHAI RVAN LI CHT: \When you say all of
us, you nean all the tracks?

MS. THURMAN:  Yes.

CHAI RVAN LI CHT: And | don't think
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they are current with North Dakota, at | east

according to the newspaper.

M5. THURMAN

Ri ght .

certain they have paid al

But |'m not

their host fees and

nmoney-room di fferences to Southern and

Nort hern California --

CHAI RVAN LI CHT:

MR,  THURMAN

Have they to you?

I think they are pretty

cl ose for Bay Meadows, but

our neet closed in

June, so | don't know where they are with the

fair circuit and Hol | ywood Park.

CHAI RVAN LICHT:  Well, | think it is

probably nore of a business decision than it

is an administrative | aw deci sion. It

probably should be nore up to you guys than

us, but | would certainly strongly urge you to

keep an eye on them which you probably are

al ready doing. CObviously,

there is sone

snmoke. VWhether there is a fire there or not |

don't know.

VI CE CHAI RMAN HARRI S

I think we've

got an interest, because there is a tax paid

on this that we would be responsible for

col | ecti ng.

MR. LI EBAU

Vel l,

think that tracks

10
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in general, as far as the California tracks
are concerned, do sort of | ook out for each
other as far as payables fromout-of-state
sources, and | think that we are watching
everyone, but particularly there are certain
ones that we probably watch nore than others.
I think as far as what is happening to racing
services in North Dakota that we should | ook
to gui dance on that issue from our own
California Horse Racing Board, rather than --
we just aren't in a position to have any sort
of dialogue with the regulatory authorities in
North Carolina --

CHAI RMAN LI CHT: North Dakot a.

MR, LI EBAU:. -- North Dakota. Sorry.

| think that you are better situated
to do that than us.

CHAI RVAN LI CHT: But you agree that it
shoul d be a business decision as to whet her
you continue to do business with them as
opposed to sonmething that we would dictate?

MR, LIEBAU: | think that if they are
havi ng regul atory problens that are
substantiated with the hone state, that that
is sonmething that should be of concern to not

11
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only the tracks but to the California Horse
Raci ng Board.

VI CE CHAI RMAN HARRI S: As | understood
it -- well, somewhat of a regulatory problem
is basically the problemthat they weren't
paying their state, which would be nore a
credit problemthat | think everyone woul d be
concer ned about.

CHAI RMAN LI CHT: But they've been sl ow
paying. | nean they are certainly anong the
wor st payers to our tracks, | think. That's
what |'ve been told, at |east.

VI CE CHAI RMAN HARRI' S:  Anot her issue
is just the -- which this is not only a Bay
Meadows issue, but the timeliness of the
transm ssi on of those signals.

I mean can you differentiate between
different people that you are selling your
signal to as far as how fast that they are
getting that information back on a given bet
to you, and how do you assess that? |Is that
i mproving at all?

MR, LIEBAU:. | think Bernie is in a
better position to answer that.

But, yes, we are able to track when

12
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the funds or the wagering information comes in
fromparticul ar hubs.

CHAI RMAN LI CHT: Why don't we wait to
deal with that later in the agenda.

VI CE CHAI RMAN HARRI S:  Ckay.

One itemon Bay Meadows. | would Iike
to congratul ate Bay Meadows for not raising
their prices, which was a very prudent nove,
and it's always been nmy theory that if
sonmething is not selling too well, you don't
rai se the price, although some of your fellow
racetracks seemto feel that raising prices is
a solid nove.

MR. LI EBAU. Bay Meadows has a | ong
tradition of being thrifty, M. Harris.

VI CE CHAI RMAN HARRI'S: | think the
termis providing val ue.

But one thing that | know you will
do -- | don't knowif it's part of your
license application -- but is fully cooperate
with the Fresno fair on your races, because
you really benefit, you know, as part of the
northern deal, you are really benefiting on
the sinmulcast races. | don't know if you have
any plans to at |east have a dialogue with the

13
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racing secretaries there to try to wite races
that woul d conpl enent each others cards, |

thi nk woul d be prudent, and not getting
carried away with just trying to wi pe them
out .

MR. LIEBAU. Ch, | think that is
certainly our intent, and | think that over
the years we have cooperated with the Fresno
fair. And maybe that's in the eyes of the
behol der, but | would point out to the Horse
Raci ng Board that we do include the entries in
our racing program and we receive no
conpensation for that. That is, the entries
of the Fresno fair, and those entries are then
made avail abl e t hroughout the satellite
network. And if we didn't do that for the
Fresno fair, they would have to print their
own prograns and circulate them And so we do
have an ongoi ng --

VI CE CHAI RMAN HARRI S:  But am |
correct that if someone bets on Fresno, | nean
you are gai ning comm ssion on that bet?

MR, LIEBAU. | get two percent on the
anount that is bet at Bay Meadows, but | do
not get two percent on any amount that is bet

14
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at any of the other satellite networks in
Cal i fornia.

VI CE CHAIl RMAN HARRI' S:  Okay. |
t hought you were getting sonething on the
ot hers too.

MR, LI EBAU. No, that's why |'m saying
that is sonething that we do for the Fresno
fair that is sonmetinmes forgotten about. W do
not get any conpensation for noney that is bet
on the Fresno fair other than at Bay Meadows.

VI CE CHAl RMAN HARRI'S: Okay. | didn't
understand it that way. | didn't take a | ook
at that.

COW SSI ONER LANDSBURG: One ot her
question. You have the five or what -- yes,
five Friday nights -- how does that inpact
your sinmul cast, your national sinmulcast
revenue? It seens to ne that all those Friday
ni ghts now becone non-simul cast or very few
signals com ng into you.

MR. LIEBAU. There -- well, first of
all, this is a tradeoff that we make. One is
that we do better on track on Friday nights
than we do on track on Friday afternoons. W
do not do as well on Friday nights as far as

15



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

selling our signal is concerned that we do on
Fri day afternoons.

| personally feel that the Friday
nights are very inportant to us, because it's
atime of the day in which we are able to
attract a large nunber of people in groups,
and hopefully those people will cone back.
They probably woul dn't otherw se cone to the
races, so it is a tradeoff. | think nmy
analysis is it is about a breakeven, and the
reason we do it is because we are able to have
bi gger on-track attendance.

COW SSI ONER LANDSBURG. |

congratul ate you for that. | wasn't being
critical. | just wondered if the tradeoff was
worth it.

MR. LIEBAU. | guess in ny mnd it is,

because | frankly am a big booster of group
sal es and don't really know how el se to
regenerate our fan base and trying to get
people to conme to the track that woul dn't
ot herwi se conme, and when they cone in groups,
they are certainly nore confortable than just
com ng by thensel ves.

COWM SSI ONER LANDSBURG:  Chri s?

16
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MR, KORBY: Chris Korby, executive
director of California Authority of Racing
Fairs, speaking on behalf of Fresno fair

Since the Fresno fair sinulcast and
raci ng while Bay Meadows is going on cane up,
| just want to assure the Board that Fresno
fair will work in every way we can to
coordi nate the simulcast. The Bay Meadows
races are shown throughout the grandstand at
Fresno fair while they are going on, so we'l
work with themin every way we can.

CHAI RMAN LI CHT: Okay. Let's have a
notion to approve this |icense.

VI CE CHAl RMAN HARRI'S: One issue that
I mght bring up that was discussed | ast year
that basically -- | think it's pretty nmuch of
a done deal, but I think it's of concern going
forward, is that there is a six-day week in
Oct ober at Bay Meadows, which is kind of
contrary to sone of the theories of five-day
weeks, so | think we approved it at the dates
level, but I think going forward it's
sonething to take a | ook at.

MR. LI EBAU. The six-day week is
really a result of having concurrent racing in

17
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both the north and the south.

VI CE CHAI RMAN HARRI'S: But the
question is -- | always thought it would be
interesting to do an experiment where you have
in the south, you know, with all the
simul casting available to see how it would
work and if it'd generate purse noney for the
north and conmission for the north, how the
net wor ks woul d work, but --

MR. LIEBAU: | think that we have
i nstances where that has been done, especially
during the Fairplex neet.

CHAI RMAN LI CHT: Okay. How about a
notion to approve the Bay Meadows application?
COW SSI ONER BI ANCO:  So noved.

COW SSI ONER LANDSBURG.  Second.

CHAI RMAN LI CHT: Moved by Conmi ssi oner
Bi anco; seconded by Comm ssioner Landsburg.

Al in favor?

(Al Board nenbers voted

affirmatively.)

CHAI RMAN LI CHT: Okay. And you guys
will keep a good eye on this Racing Services
i ssue, and you can work with the staff
hopefully at the Racing Board to nmake sure

18
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that all of our interests are protected.

| guess when Hol | ywood Park gives us
their report on their neet probably at the
next neeting, we'll have a good idea of what
their status is.

Okay. Nunber 3, the application of
Fai r pl ex.

M5. WAGNER: Jacki e Wagner, CHRB
staff.

The Los Angel es County Fair at
Fairplex has filed its application to conduct
its race neeting. They are proposing to race
from Sept enber 12th t hrough Septenber 28t h,
for 17 days, with the sanme nunber of days they
raced in 2002. The fair is proposing to race
207 races, which is 13 nore races than they
ran | ast year; 12 races per day on Monday
t hrough Saturday and 13 races on Sunday.

Their first post tinme is 12:30 p.m daily.
Their wagering programwi ||l use CHRB rul es.

The anal ysis indicates that they have
two mssing itenms in this application. Staff
has been notified that the horsemen's
agreenent has been signed for the quarter
horse and the thoroughbreds, and we have

19
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received the fire clearance.

Staff would recommend that the Board
adopt the application as presented.

CHAI RMAN LI CHT: Any questions or
coment s?

VI CE CHAI RVMAN HARRI'S:  Well, one of ny
concerns on this one was that adm ssions
i ncrease; they increased their adm ssions over
10 percent, and | thought one of the concerns
that Fairplex had was that they were having
problems with their on-track attendance, and
it seenms contrary to ne to charge $14 to get
in, and I don't know if that includes a
program or a seat or what, but --

CHAI RMAN LI CHT: It's the fair
admi ssion, | think, John.

VI CE CHAI RMAN HARRI'S:  You can't get
into the races without getting into the fair
I mean | could sort of see the fair, although
that still seens pretty high to get into the
fair, but | haven't been to all their
exhibits, but | know -- it's just bothersone
that if someone wanted to go to the races, it
costs 14 dollars to get in without -- | don't
know what they get for that.

20
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CHAI RMAN LICHT: | think they do have
a program don't you, Jim for just going into
the races? Sonething with a rewards card or
somet hing --

MR, HENWOOD: My nane is Ji m Henwood.
' m president of the Los Angel es County Fair
and joining me is George Bradvica, who heads
up our racing operations.

Commi ssioner Harris, that's a good
guestion, and we actually have a variabl e
pricing program | think we have two conments
here to make. ©One is we have a variable
pricing programfor our fair. W have pricing
anywhere froma dollar to the high of $14.

And t he nunber that you quoted is actually on
a weekend, second and third week in our peak
tines. Conbined with that, we have an entire
ot her program that deals with horse racing and
ot her types of group sales. Mich the way Jack
Li ebau comrented, our business is heavily
predi cated on group advance sale formats of
busi ness, and we have one specific to the
horse racing industry. W also have sales in
group in advance that provide people to be
able to cone to the fair for $7 and $8. So

21
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the pricing is a variable structure, it's
based on demand, but it's sensitive to
di fferent audi ences that we need to serve.

MR. BRADVI CA: M nane is George
Bradvi ca, Los Angel es County Fair.

We have a nunber of prograns that are
desi gned specifically for race fans and it's
tied in quite a bit with the satellite
wagering programthat we have. W have
approxi mately 16,000 people with a discount
card, called the Race Fan Club Card, and the
Race Fan Club Card will allow two adm ssions
per day during the fair at $7 each, which is
hal f of the price of the $14 regul ar adni ssion
on weekends and | ess than the regular price of
$10 on weekdays.

We al so provide for those people who
cone out to satellite wagering. In addition
to the GSRN program which tracks the handl e
side of it, we track through the Race Fan Cl ub
Card the adnissions side of it, and for every
ten adm ssions that soneone cones in during
satellite wagering, they get one free L.A
County Fair adm ssion ticket, which is worth
$14 every tinme that happens.
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In addition to that, we al so provide
betting vouchers for incentive when they cone
in for satellite wagering.

So t hroughout the year, we have
prograns designed for our race fans in
particul ar which would allow themin either at
great discounts through the Race Fan Club Card
or actually free adm ssions through the sane
program

COW SSI ONER LANDSBURG. Have you ever
consi dered since Bay Meadows is running Friday
ni ght meking your starting tinme on Fridays a
little later so that you could catch up with
their racing wthout jeopardizing the daytine
hour s?

MR. BRADVICA: Jimleft. W have
tried that before, and it didn't seemto work
as well for us.

We're able to double |oad the
grandstand the way we work it right now. As
you probably recall, we have approximtely
three to four concerts a week at the fair
And Friday nights are good concert nights, as
are other nights, and so we are able to use
the grandstand twi ce during the course of the
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day for racing and then at night for concerts,
and if you take a | ook at the people and their
patterns of coming into the fair, you see a
very distinctive pattern where we get the day
cromd a lot for racing and then we get a whol e
di fferent denmographic for the nights, for the
concerts, so we are able to essentially double
| oad and doubl e denographic | oad our fair that
way.

COWM SSI ONER LANDSBURG. It just
seenmed to ne that there was nore profit init.
That was all

MR. BRADVI CA: Well, we are always
| ooking to, as they say in the books, maxin ze
profits. That never happens, so you optim ze
it. So we feel that this is a way to optinize
profit.

We woul d | ove to see Bay Meadows goi ng
to the day on Fridays, but that hasn't
happened.

VI CE CHAI RMAN HARRI'S: It just seens
to me that -- | nmean back to the adm ssion
prices -- if you able to get into Bay Meadows
for $3, but, you know, Fairplex is sone four
or five time nultiple of that -- | guess the
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problemis you get into the whole fair, but
sonmeone coul d be part of your audi ence that
maybe wants to go to the whole fair once or
twice but they want to go to the races about
every day, so there needs to be some program
that is fairly good for themjust to cone to
the races because there's -- that's one of the
probl ems that we have is that, you know, a |ot
of people just don't -- you know, one of the
problenms |'ve got really is that other
segnents of the state or the pari-nmutuel
clerks or the purses don't really benefit
unl ess people get in there. |If you put a
barrier up to get in there, it's difficult.

MR. BRADVI CA: John, another di scount
program that we have, and we sell quite a few
of these, is the fair discount where the
average cost per day -- and this is good for
everyday of the fair -- the average cost per
day | think is about $1.50. So it's
exceptionally lowif you buy the entire -- a
ticket for the fair for the entire 17 days.

VI CE CHAI RMAN HARRI S:  Wel |, that
doesn't make sense. You can buy the whole
fair for 30 bucks or sonething?
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MR. BRADVI CA: Yes. W have that
avail able to people, as well, and we sell a
| ot of those.

There's -- like Jimsaid, there's a
tremendous anount of discounts out there
avail abl e for people. And of course we're a
fair and a racetrack and that's al ways been
the chall enge. W' ve thought many tines how
do we get a separate entrance into the race
track, but that is very difficult to do, given
the |l ayout of the fair, but we have many, many
di scounts. And, again, that big discount is
$1.50 a day essentially, on average, and we
sell -- we already sell a |ot of those to our
satellite wagering fol ks as well

VI CE CHAI RMAN HARRI' S:  Yeah. That
m ght help the -- if you buy a bunch of those
and sell themin between.

MR. BRADVI CA: Yeah, we're out there
| ooki ng for that, John.

CHAI RMAN LI CHT:  Ji nf

MR, HENWOOD: Ji m Henwood, again, the
Los Angel es County Fair.

I will just comment that George,

t hi nk, expressed where we are at relative to
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pricing. OQur biggest challenge for the race
fan is really not the price barrier. Qur

bi ggest chal l enge is the conveni ence of going
to the track, not having to go through the
fair, froma race fan standpoint.

Anot her chal l enge is how do we
cultivate a custonmer that's coning to see the
fair that views the horse racing product as
i mportant in a convincing enough manner that
they will conme in and enjoy it as a part of
the visit. That doesn't rank high as to why
they come to the fair, but once they get
there, they see it and they notice it. And
that's what we are working on and that's our
challenge to try to inprove.

| need to make one comment relative to
pricing. CQur fair is one that's designed to
acconmmodat e about 1.3 million people. W have
about 800, 000 of those people that are paying
at some level. We have about half a million
people that aren't paying anything to cone to
the fair. And the reason is is that it's
designed to provide an open gate for audiences
t hat otherw se cannot come to the fair, or
audi ences that from an educationa

27



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

standpoint -- for exanple, our children's
program we have a thousand -- a hundred

t housand people coning to that annually. So
want this audience to understand that we are
not out there to be capitalists; we are a
not-for-profit organization. W design it on
demand and we try to make it fit right for al
people in our pricing structure.

CHAI RMAN LI CHT: And | think al ong
those lines, you mght want to nention you --
| understand you guys have done a | ot of
things to nake the racing part of the fair
nore enticing this year, |like taking down sone
barri cades, making it visible fromthe fair
and so | think that's going to be great.

MR, HENWOOD: We are opening it up
trying to do the best we can to present the
product that we know is unique and fantastic
and historical to the Los Angel es County Fair
And what a better year to do it than with
Seabi scuit. So we are working on it.

Thank you.

CHAI RVAN LI CHT: How about a motion to
approve?

COWM SSI ONER GRANZELLA: So nove.
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COW SSI ONER LANDSBURG.  Second.

CHAI RMAN LI CHT: Moved by Conmi ssi oner
Granzel |l a; seconded by Conmmi ssioner Landsburg.

Al in favor?

(Al'l Board nenbers voted

affirmatively.)

CHAI RVAN LI CHT: Opposed?

And you guys will keep an eye on RSI
too before your neet starts, Racing Services,
to make sure that they are in conpliance?

MR. HENWOOD: Yes.

MR, JUREK: Roger Jurek (ph.). Just a
comment on that.

| talked with T. Pat Stubbs. Gl nore,
as you know, does the adm nistration for us
and the sales for out-of-state signal, and
they are working on amending the contract with
themto require an up-front bond, so we are
protected up front.

CHAI RMAN LI CHT: Onh, great.

MR, JUREK: So we're working on that.
I just want to nmention one other thing, Roger

CHAI RMAN LI CHT: Renenber you have
your license now. Don't do anything to
j eopardi ze it.
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MR, JUREK: | just wanted to nention
that we're going to use Seabiscuit this year
to help bring in new fans to Fairplex, and as
they come into the grounds, we are going to do
i n-theater pronotions with five-second tags,
and we think we're going to get a |ot of
visibility out there with being in 600 screens
in 55 theaters in the greater Los Angel es
area. So we are hoping to at |east be seen by
a couple of mllion people, and then take
advant age of that when they get to the fair
and have a nunber of Seabiscuit displays out
there and tal k about the Seabiscuit novie
whil e they are out there.

So we are doing our best to try to
attract nore new people out to the fair than
ever before.

CHAI RVAN LI CHT: Ckay. Thanks.

Nunber 4, Capitol Racing's
application.

MS. WAGNER: Jacki e Wagner, CHRB
staff.

Capitol Racing has filed its
application to conduct harness racing at
Cal Expo. They're proposing to race Septenber
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26t h through February the 29th, 2004. They
are proposing to race a total of 89 nights,
with 1,120 races, or 12.6 races per night.
They meet the 10-percent requirements of

st akes purses paid for Cal-Bred. They will be
racing two ni ghts per week, Friday and

Sat urday, through October the 4th; three

ni ghts per week, Thursday through Saturday,

t hrough October the 18th; four per week
Wednesday t hrough Saturday, through Decenber
20t h; and five per week, Wednesday through
Sunday, through February the 29th. Their
first post time is 5:35 p.m daily and a 7:00
p. m post on Cctober 19th.

We are still mssing fromthis
application a | ease agreenent, and the conpany
that will provide the electronic timng device
to be used during the timng of the races.

Staff has received several letters
fromother interested parties expressing
interest in conducting the harness racing
nmeeting at Cal Expo, and we woul d recomrend
that the Board hear from Capitol Racing.

CHAI RMAN LI CHT:  Well, | think that
m ssing the lease is sonmething that's nore
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signi ficant than some of the other things that
weren't normally mssing. And just so |'m
clear, and Derry can probably clarify this for
all of us, we are granting this license; we
are not granting it to an individua

associ ation, and the dates -- the dates to a
particul ar venue, so we would be giving thema
license without a venue at this point, which
we woul d be allowed to, | understand, if we
want to. Right?

MR, KNI GHT: That is ny
understanding. |It's discretionary.

CHAI RVAN LI CHT: But we are not giving
t hem dates because there is no dates to give
themif they don't have a venue, right?

Can you explain to us what our |ega
status is here?

MR. KNI GHT: M understanding is you
have a regulation that sinply says that the
Board can -- may grant a license -- or, I'm
sorry -- may refuse to issue a |icense when
they do not have a commitnent on a | ease, so
it's really discretionary, and it would seem
to me that you would have the discretion to do
as you do in other situations, to nake the
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license conditional upon the |ease being in

pl ace by a certain date or with certain
conditions. | think it's really discretionary
wi th the Board.

CHAI RMAN LICHT: And there is sone
litigation, which Alan, |'m sure, maybe can
update us on that -- helping to deal with
this. And is the state a party to this
litigation?

MR KNIGHT: |I'mnot famliar with
the litigation, but | understand there are
peopl e here from Cal Expo that can address
t hose i ssues.

CHAI RMAN LI CHT: Ckay, Alan, why don't
you give us a sunmary here?

MR, HOROW TZ: Al an Horowi tz, Capitol
Raci ng.

If I mght digress, because the one
thing that is missing in this |license
application also, as Commi ssioner Harris
brought up, is the list of the ADW providers,
and those are sinply all three that are
currently available in California. XpressBet
is our primary TVG and al so YouBet.com

Wth regard to the | ease, we've been
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negotiating with Cal Expo to try to resolve
matters that have been caused by sone
litigation with regard to our -- pertaining to
our | ease and to Cal Expo extending that
|l ease. In that sense, | have here today G eg
Marco, who is counsel for Capitol Racing, and
has been negotiating the | ease and finalizing
those negotiations into a docunent, and he can
update the status with regard to the | ease
i ssue.

MR, MARCO Good norning. | am G eg
Mar co, that Alan just nentioned.

I"'ma | awyer who represents Capitol
Racing in its negotiations about the | ease
with Cal Expo.

As you may know, Capitol Racing and
Cal Expo have been in a dispute over the
length of the | ease that Capitol Racing has at
the facility at Cal Expo. W've cone to an
agreenent on that litigation. The parties
have signed a letter of intent to extend the
| ease for two nore years, until the end of
July 2005. We are currently docunenting that
settl enent agreenent. W expect to have that
before the board of Cal Expo this coning
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Monday for their approval and will be
presenting it to the court to enter as a
settl enent next Friday, August 1st.

If | could summarize, the parties have
a deal to extend the |ease through July 2005.

CHAI RVAN LI CHT: \What about what
Jacki e Wagner said that there are other
parti es who have contacted us regardi ng those
dates? What do you know about that?

MR, MARCO | don't know anything
about that. | do know that those other
parties do not have a | ease or an agreenent
with Cal Expo to race, and maybe they are
tal ki ng about a different facility or
sonet hing el se, but not with Cal Expo.

CHAI RMAN LI CHT: Are any of those
parties represented here today?

MR. MARCO M. Conmi ssioner, | do
have soneone from Cal Expo who can al so
address that here, M. Brian Muy.

Brian, could you --

MR. BLONIEN: M. Chairnman, nmenbers,
Rod Bl oni en, representing LIoyd Arnol d.

First of all, many of you may not be
famliar with M. Arnold. He operated the
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harness neet in Sacranento for, | want to say,
nost of ten years. He al so operated harness
neets at Los Al. Two years ago he was the

Har ness Horseman of the year. He's a nmjor

i nvestor in the harness industry.

We approached Cal Expo in 2000 and
asked to be able to conpete for the | ease, and
Cal Expo told us they were going to exercise
an option for two years with Capitol

We canme back in 2002 and asked to
conpete for the | ease again, and we were told
that they were going to go ahead and give
anot her two-year option to Capitol. And we
| ooked into it and found that there was a
m st ake when they did the docunent in 2002.
Apparently, it wasn't the intent of Cal Expo
at that tinme to give them another option
Litigation was fil ed subsequently. There was
anot her lawsuit filed by another harness horse
owner, M. Kouretas. That's in Superior Court
in Sacranento as well.

I can tell you that yesterday
afternoon, | sat in a settlenment neeting with
the president or chairman of the Cal Expo
board, with the executive director, with
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1 M. Brian May, who is here, with M. Steve

2 Beneto and other staff, M. Chris Bardis and
3 ot her counsel representing M. Kouretas. At
4 the end of that neeting, at approxi mtely 5:00
5 p.m, we agreed to settle our lawsuits, the

6 Arnold lawsuit and the Kouretas |awsuit, as

7 well, but it's not on the terns that the

8 gentl eman was just speaking about, and

9 M. Beneto and the
st af | @\eé @ AQ@daP@UEOH e EEQ@Ranaanaat” @acDAe @DPEo@ EAE@ POUI @b@ 40 GAUEQ
Ee @DPEQ@ pzOx@@ararananch b @ad apU@r AaCebPo@ P@Al AEE@ P@PE@ E4Uxarl @PE@IAD
@aoaaaat d aag-e e ZEUEUe @ DA @ E@ACE@ DA @ E@ PeZE@XO E@Qaaaaaaaathf @ad OebX
@AUE @ CedJCaa@ Dbak @ 02 aX GAUE @ Z @\é & @ PE @ caaaaaaaac h @ag: Ea UssaAUE @ DE @ UER
OPUs@AAE@EQ | EAEUe @PAU@ @QoBaaaaaad| @ad DAe @ Aa@ EAREE@EAE@PEAOXGAUE@Ga \ @
3A0 @RAU@] | @achabAAAZD @ O E@ bé @PUEGAEECe OPUAG@EERAOZ  \ DDDDGE
@n o,' 08, @@’ te 't @RPEN you said that --

)

18 about these options, wouldn't it be -- it

19 woul dn't be Cal Expo exercising the option,
20 would it? It would be --

21 MR, BLONIEN. It would be Capitol.
22 CHAI RMAN LI CHT: -- Capitol that was
23 exerci sing the option.

24 MR. BLONI EN:  Yes.

25 CHAI RMAN LI CHT: Capitol. Okay.
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MR, MARCO Briefly -- and we don't
want to litigate our cases before this
Board --

COW SSI ONER LANDSBURG. Pl ease
identify yourself.

MR, MARCO |'m Greg Marco, again
for -- excuse ne -- for Capitol Racing.

What the last gentleman said is
clearly disputed. | do have here a letter of
intent signed by Cal Expo saying that our
| ease goes through 2005. | don't think he has
anything that's signed by them There were
apparently some di scussions yesterday. They
were not agreed to by us, and, as | understand
it, they were not agreed to by Cal Expo.

CHAI RMAN LI CHT: What are you
representing that letter says now?

MR. MARCO This is a letter of intent
concerning | ease of premises at Cal Expo for
har ness raci ng.

What it says is that the parties wll
agree to -- it says:

"Pursuant to our negotiations, the
terms and conditions of the new | ease
agreenent, which is to commence in Septenber
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2003, are as follows."

One of the terms are, A term
Sept enber 1st 2003 through July 31st, 2005.

This letter is signed by both Capitol
Raci ng and Cal Expo.

CHAI RMAN LI CHT: Any contingencies or
any --

MR MARCO. It's -- it has to be
approved by the board, as |I said, on Mnday.

VI CE CHAI RMAN HARRI'S: |s there anyone
here from Cal Expo?

MR. MARCO Brian May is here.

MR. MAY: |'m Brian May, an assi stant
general manager at Cal Expo.

Let me, if | can, go back for just a
monment and try and bring you up to date as to
how this i ssue occurred.

Cal Expo entered into a contract as a
result of conpetitive bidding with Capitol
Raci ng back in 1988. That contract had a
term nation date of July -- excuse ne --
Decenber of 2000, but the contract also had
two one-year options that were exercisable at
Cal Expo's discretion. Cal Expo exercised
those options and then extended the agreenent
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by seven nonths, so that it would termnate in
July of 2003.

When those changes were entered into
the agreement, there was an error made in the
writing of the agreenment which added an
additi onal two one-year options to the
agreenent, which then gave the termnation
dat e of 2005.

VWhen the error was brought to our
attention, the board rescinded its action -- |
shoul d back up a nmonment. Capitol canme a
second time and asked to have those options
exercised for 2004 and 2005. At the time the
board granted those, it was unaware that an
error had been made in the drafting of the
contract. So when that was brought to the
board's attention, they rescinded its action
whi ch now term nates the contract in July of
2003. In fact, it term nates next week.

As a result of that error, Capito
filed a lawsuit against Cal Expo asking the
judge to grant themthe right to race through
2005. And, as a result of that litigation
we've now entered into a letter of intent, as
M. Marco has described, which would settle
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the litigation and allow Cal Expo -- excuse
me -- and allow Capitol Racing to race through
July of 2005.

CHAI RMAN LI CHT: So, Derry, | guess
our options are to either approve or deny this
application as it is now, or to approve it,
based upon a contingency that the | ease be
approved, or to table it and discuss it again
at our next neeting, if and when they actually
do have their |ease

Is that right?

MR. KNI GHT: Yes, sir.

VI CE CHAI RMAN HARRIS: It seens to ne
that no one is going to be harnmed if we make
this final decision in August versus now, and
it's just at best rather quirky the way the
whol e thing is, and hopefully it will all be
resolved by the parties, but | don't fee
confortabl e approving a license with as many
guestions marks as are out there.

COW SSI ONER LANDSBURG: The questi on
mar k seems sonewhat answered by the letter of
intent. I'mnot sure that we have to go so
far as to drag it out and make it difficult,
if not inpossible, to nmount the racing as
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schedul ed.

VI CE CHAI RMAN HARRI S:  Well, it
would -- | mean August would still be 30 days
ahead of their proposed start of the neet.

MR. HOROW TZ: M. Chairman, if |
m ght respond.

CHAI RMAN LI CHT: Yes, but please
identify yourself.

MR. HOROW TZ: Al an Horowi tz, Capitol
Raci ng.

There are two nmmjor issues with regard
to carrying over this application to August.

One, as many of you know, we have
traditionally had this application filed and
approved by the Board in July. That's no
i ncidental use of the timng of when it's
approved. If you look at our racing schedul e,
we currently race from Septenber through July,
and we are off during the period of August and
Septenber. During those two nonths, nmany of
our horsenen | eave the state, although we have
encouraged themto continue to stay here in
California by providing thema training
facility down in the Stockton fairgrounds,
which is 50 miles south of Sacranento.
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However, at the end of this race neet,
many of our horsenmen will probably |eave to
race in other venues, because being off in
August and September is a hardship on them
When they go back east, if they are thinking
that everything is up in the air and unsettled
in California, and that is essentially
expressed by a lack of support by the
California Horse Racing Board for the harness
i ndustry and the continuity of our racing
program whi ch has al ways had the ten nonths
and has always had the license application
approved in July at the July neeting, if our
horsenmen don't know when they | eave Saturday
ni ght after the last night of racing that
there is going to be racing and it is going to
be under Capitol Racing, and even though it
may be conditional upon the signing of a
docunented | ease, at least that'll get themto
come back, knowing full well that they will be
returning to us in advance of the neet in the
fall. Wthout that, we risk |osing sone
horses, and we certainly -- it certainly
stalls the process of recruiting horses during
the -- fromJuly through the August neeting of
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the California Horse Racing Board.

COW SSI ONER LANDSBURG. What is your
cal endar for conpleting this negotiation and
signing the papers?

MR, HOROW TZ: The agreenent that is
in place now, that is being finalized in its
Il egal formby the attorneys for both sides,
will be presented to the fair board on Mnday,
this com ng Monday, for their final approval.
We approved the agreenent -- they approved it,
but they want to see the final copy, and they
have to do it in public session, so they
called a special nmeeting to have that item on
t hei r agenda.

The other issue with regard to putting
it over is 30 days is not sufficient to begin
to do the background work in ternms of the
mar keti ng and pronotions and getting contracts
in place to provide goods and services, as
well as media time and billboards and the
like, for the upcom ng opening of that race
meet .

We are willing to take the risk if
this license application is approved on a
condi ti onal basis, because we are confident
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that the fair board will ratify the agreenent
that their committee has al ready approved.

CHAI RMAN LI CHT: And you are saying
there is no other contingency in that letter
ot her than approval of the board, that's the
only contingency?

MR. HORONTZ: |'ve seenit. | don't
believe there is, but you are wel come to have
a copy of it.

Davi d Neunei ster of the Horsenen's
Association is also here. He is president of
the Horsemen's Association, and he can speak
to the timng issue fromthe standpoint of the
horsenmen to who, at least as |'ve represented,
it would be a hardship.

MR, MARCO  Again, |I'm Greg Marco.

| wanted to address M. Licht,
Conmi ssi oner Licht, your coment just now.
There are no other contingencies. The dea
will be presented to the board as an up or
down vote. There will not be anything el se.
And if they say it's okay, it's a done deal

VI CE CHAI RMAN HARRI S: My mmin concern
is just that we don't involve the California
Horse Racing Board in further litigation; that
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suddenly we approve sonething, and
subsequently we are naned and we are spendi ng
noney on sonething that didn't really involve
us until we approved it.

MR. NEUMEI STER:  David Neunei ster
presi dent of the California Harness Horses
Associ ati on.

I would just like to echo what Al an
sai d about the inportance of having a neet in
place in the m nds of the harness horsenen in
the state. In addition to sone horsenen going
el sewhere to race, the ones that don't have to
make deci si ons about what to do with their
horses over the break, if they don't know that
there's going to be a race neet starting in
Sept enber, they may just turn horses out, sell
them any nunber of options, which could |eave
us wi thout having horses ready to race in
Sept enber.

In addition, nost of the horsemen that
race at Cal Expo are planning on going to
Stockton to train their horses into shape for
the nmeet that starts in Septenber. That
training facility is funded by Capitol Racing,
which | assume, if it doesn't have a lease in
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pl ace and doesn't have a license fromthis
Raci ng Board, isn't going to fund.

So | just want to say that fromthe
horsenen's standpoint, it is critical that
this license be granted today, even obviously
if it is conditioned on the granting of a
| ease by Cal Expo.

CHAI RMAN LI CHT: GCkay. And what
about -- one nore question, Alan. \What is the
status of the paynents that are due Los
Al amitos fromyou guys and the escrow that we
asked for of those nonies?

MR. HOROW TZ: M understanding is

that there are -- there is currently about a
mllion four, a mllion five in that fund.
About half a mllion of that conmes from

paynments made by Capitol into that fund. The
other 900 to a million cones from funds that
that the horsenen's purse account is currently
owed fromLos Alanmitos for what we refer to as
the 6/12 split. That is, when one of us

races -- one of us being either the harness or
the quarters and there is not the other three
racing at night during that sanme evening, the
party that races is able to inport 12
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si mul cast races. The proceeds of one-half of

the purses generated fromthose races accrues

to the benefit of the other breeds' horsemen's
purse account.

Since 1999, also 2000, 2001, there
have been sone nonies that have not been paid,
obviously, not in a tinely fashion at all, and
it's our feeling that since we, Capito
Raci ng, have paid the purse, tool and the
horsenen for those dollars and essentially
overpaid purses in that regard, that we didn't
want to be doubl e di pped by having to put
noney aside for the horsenen's share of a
contested paynent. Those paynents are the
subject of litigation currently, and
woul dn't want to preclude the litigation,
except to say that if you are interested, Nei
Papi ano, the counsel for that litigation is
here, and you m ght ask questions of Neil

CHAI RMAN LI CHT: Rod?

MR. BLONIEN: M. Chairman and
menbers, Rod Bl oni en.

I'"ve given you all a letter asking
that if you decide to grant this |icense, that
it be conditioned on them payi ng the noney
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that is owed pursuant to your order, and I'm
sure that M. Reagan can figure out the anpunt
that's owed, but | would like that to be
attached to their license as a condition. And
that further, your order also be inplenented
regarding the portion of their nmeet that wll
run until Decenber 31 of this year, which

woul d be the end of the Zunmbrun* agreenent, so
I'd make those requests.

And | also have to say that | am
really befuddl ed by M. My's testinony here
today. | sat in a neeting with himfor an
hour and a half yesterday and the president of
the board, M. Beneto, who is the head of
their racing conmmittee, trying to resolve two
lawsuits on terns that are conpletely
different fromwhat they've indicated here,
and, obviously, this was a negotiation in bad
faith. And | would Iike for you to explain,
M. My, what we did yesterday and how it
relates to what is going on here today.

CHAI RVAN LI CHT: |I'm not sure that
this is the right forumfor this.

VI CE CHAI RMAN HARRI'S:  Neither am|.

CHAI RVAN LI CHT:  You are wel cone to
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respond i f you want to.

MR, MAY: | don't think there is any
purpose for me to respond. Everything that
has been discussed to this point has been
confidential. |In fact, the neeting that we
had yesterday that M. Blonien is referring
to, we agreed that everything discussed in
that roomwas going to stay in that room So
I have no further comment regarding that.

CHAI RVAN LI CHT: Okay. W as a Board,
it istime for us to either decide to grant
this license, to deny it, or to grant it with
some kind of stipulations, as suggested by
M. Blonien and/or to just table it unti
August .

So does anybody have a notion with
respect to it?

COW SSI ONER LANDSBURG. | woul d 1i ke
to nove that we grant the |license conditioned
on a 72-hour, starting Monday norning, receipt
of a signed agreement with Cal Expo.

CHAI RVAN LI CHT:  And what about the
stipul ati ons proposed by M. Blonien, are
those attached to your notion or not?

COWM SSI ONER LANDSBURG, It's not part
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of ny notion.

CHAI RMAN LI CHT: No. GCkay. Do we
have a second?

COWM SSI ONER Bl ANCO:  Second.

CHAI RMAN LI CHT: Seconded by
M. Bianco.

Any further discussion?

VI CE CHAI RMVAN HARRI S:  Now, the way
this would work, basically, we are approving
it; however, if that | ease fromCal Expo is
not in our hands --

COWM SSI ONER LANDSBURG, -- in 72
hours fromthe start of Monday.

VI CE CHAIRVAN HARRIS:  So it would be
about - -

COWM SSI ONER LANDSBURG.  That's
Wednesday, end of business Wednesday.

VI CE CHAIRVMAN HARRIS:  So it would be
not approved, but | guess it could thus cone
back up at the August neeting if --

COWM SSI ONER LANDSBURG, | n August

VI CE CHAIRMAN HARRIS:  -- if it didn't
work out. It wouldn't --

COW SSI ONER LANDSBURG.  That woul d be
my assunption.
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CHAI RMAN LI CHT: | think that these --
that the points nade by M. Blonien are very
valid. This nmoney was ordered by this Board
to be paid, and, apparently, it still hasn't
been paid for whatever reason. | don't know
whet her Cal Expo is suitable to be licensed if
they haven't nmde these paynents. And, Al an
you are wel come to address that.

MR, HORON TZ: Well, the funds aren't
made to Los Alamitos. They are essentially
provi ded so that essentially no funds were
|l ost to either the horsenen, to managenent in
terms of commi ssions, and the State of
California.

This -- these agreenents and this
di spute has been going on for like six years
already. The conpl aint was before the Horse
Raci ng Board five years ago, and since that
time, there have been changes in |egislation
the Mattie bill; there have been changes in
the -- an ALJ hearing on matter, and there is
an order by the Board on this matter.

So the issue is still open fromthe
standpoint of interpretation. M. Blonien
represented here that the Zunbrun agreenent
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1 woul d go through the 31st of this year

2 He m ssed an itemin the Zunbrun agreenent

3 whi ch essentially said that the Zunbrun

4 agreenent is null and void when there is no

5 harness racing at Los Alanitos. And that

6 agreenent, even under the entirety of that

7 agreenent, is null and void in 2001, which was
8 the first year that harness racing was not at
9 Los Al am tos.

10 So it's at issue as to what funds are
11 due for what periods of tine, for what years.
12 Certainly, these are funds that were

13 contenpl ated back prior to the Mattie bill as
14 having to do with inpacts.

15 We currently -- this Board three years
16 ago granted a license to and racing dates to
17 Los Alamitos to race in January, February and
18 March, and race quarter horse racing, although
19 those three nonths were
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2 time, if this was an i ssue, was to ask Los
3 Al am t os when those dates were issued, would
4 they race without that inpact fee, because

5 they were inpacting us.
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So it's a rmuch nore conplicated
thing. It is going to be the subject of
litigation. W obviously are nore than happy
to meet with the Board and try to hammer out
what periods of time and what the anpunts of
this fee would be. When there is resolution
we will certainly be forthcom ng with any and
all funds that are due.

CHAI RVAN LI CHT: Okay. Rod, do you
want to address this issue?

MR. BLONIEN:  Yeah. We would just
ask, M. Chairman, that the order that the
Board issued be enforced. The time for an
appeal on that has passed by al nost two
nonths. It's a final order. And if this
Board is going to have any, you know, force
and effect in its orders, it needs to have
them enforced, and we just would require as a
condition of their license that your order be
enf or ced.
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CHAI RMAN LICHT: | agree. | think
that it should be a condition of the |icense.

VICE CHAIRMAN HARRI'S: It seened to ne
that the recourse would have been for the
peopl e that did not want the noney paid woul d
have been to get an injunction or sonething to

halt that paynent but that apparently didn't

happen.
MR. HOROWN TZ: Neil Papiano is here.
MR. PAPI ANO M. Chairnman and
menbers of the Board, |'m Neil Papiano.

Conmmi ssioner Harris, yes, it is before
the courts and there is a request at the
present tinme for a wit of mandate. The court
hasn't acted on that yet, but all of that has
taken place, and | think the Board was served
with that two or three days ago or yesterday,
with the request for wit of nmandate, so al
this is before the courts. Everything you are
tal ki ng about now is before the courts.

CHAI RMAN LI CHT: We don't have any
record of service of that.

Do you have a proof of service of sone
ki nd?

MR. PAPI ANO | don't have a proof of
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service. | mght have one here, but | have
the filing and the docunents.

CHAI RVAN LI CHT:  Yeah, but without
service, | don't think that means anything.

MR, PAPIANC: | may have a proof of
service here and | may be able to get you one
before your nmeeting is over.

CHAI RMAN LICHT: All right. W have a
notion that Commi ssioner Landsburg has made
and it's been seconded, so | think it is tine
to nmove on that.

VI CE CHAI RMAN HARRI'S:  Well, are we
goi ng to preclude any | anguage on the other
i ssue or --

CHAI RVMAN LI CHT: No. The notion
speci fically excluded that |anguage.

CHAI RVAN LI CHT: Let's take a roll
call.

Conmmi ssi oner Landsburg?

COW SSI ONER LANDSBURG:.  Aye.

CHAI RVAN LI CHT:  Conmi ssi oner
G anzel | a?

COW SSI ONER GRANZELLA: Aye.

CHAI RVAN LI CHT:  Conmi ssi oner Bi anco?

COWM SSI ONER Bl ANCO:.  Aye.
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CHAI RVAN LI CHT:  Conmmi ssioner Harris?

VI CE CHAI RVMAN HARRI S:  Aye.

CHAI RVAN LI CHT:  Nay.

Four to one. The notion passes.

CHAI RMAN LI CHT: Nunber 5, action by
the California Marketing Comrittee.

Who is here fromthe California
Mar keti ng Committee?

Al right. We'IIl either delay that or
put it off until the next neeting.

MR, LIEBAU. |Is M. Van de Kanp going

to --

CHAI RMAN LI CHT: No, | guess we won't
put it off.

MR. VAN DE KAMP: |'m John Van de Kanp
fromTOC. |'mthe vice-chair of the
comm ttee. Jack Liebau, | think, is also

present. He has served as the chairmn.

I think you had placed this on the
agenda. W had filed sone tinme ago the
mar ket i ng and pronotions plans for 2003 by the
committee, and | think you al so received an
expense report going back to 1999 when the
program first canme into effect. | think you
have it on for general discussion.
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CHAI RMAN LI CHT: That's the end of
your --

MR. VAN DE KAMP: Well, we did file
the report. | think that speaks for itself.
I could read you the report, and we have
invited, | think, the nenbers of your
committee that were appointed at the | ast
nmeeting to the narketing comm ttee neeting
that takes place after this meeting today as
we nove forward.

You know, | think we are both here to
answer any questions that you ni ght have,
M . Chairman.

CHAI RMAN LI CHT: | think that with the
i dea that Conmi ssioners Harris and Landsburg
will be attending your neeting, it nmight be
better to put this off until the next meeting.
I don't know how you feel about that, Al an

COWM SSI ONER LANDSBURG: | would. And
because we are working with our ad hoc
committee, the two things are not -- the way
in which it's working, | would |like to hold
of f on the discussion of the CMC

VI CE CHAI RMAN HARRI'S:  Yes, | think
part of the ad hoc conmittee is nore to | ook

58



1 going forward rather than really review ng
2 this goi ng backwards, but my concern on this
3 as far as the industry spent 30 nillion over
4 the last five or six years, and it's
5 bot hersone to me there's been no eval uation of
6 how the programis really working. At |east
7 it'"s not in the report as far as sonething
8 t hat happened or some programthat you feel is
9 good or sonme programthat is bad or what.
10 There just didn't seemto me to be a | ot of
11 things that you could ook at to really assess
12 the efficacy of the program
13 MR. LI EBAU. Jack Liebau. | think
14 that you should realize, M. Harris, that
15 every year when we go through the budgeting
16 process and fornulate a plan, that we tinker
17 with it, and one of the things that you will
18 notice is that in 1999, which was the first
19 year of
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2 enactnent to defray the cost of Workers
3 Conpensation, so 1.6 is roughly 32 percent or
4 sonmet hing, | suspect, of the budget has

5 changed over the five years.
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VI CE CHAI RMAN HARRI S:  Yeah, and
agree that it's changing, but it seens to ne
that there should be sone third-party
eval uation or sone nethod, |ike something like
the Gol den Rewards Network may or may not be a
good idea, but it's taking quite a bit of
nmoney, just some way to evaluate if that is
really a cost effective programor if it was
an idea that maybe was good at one point but
is not now or whatever.

MR. VAN DE KAMP: The whol e point of
that program of course, was to try to
gener ate dat abases for nmarketing purposes, and
particularly for those kinds of facilities
that didn't have the neans to do that. And
| ooki ng particularly at the simulcast

facilities, as you look at this program and

we'll discuss it further this afternoon, and
we' Il have a nunber of the marketing people
that work with us there -- that is, fromthe
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various racetracks -- who can tell you a
little bit about --

VI CE CHAIRMAN HARRI'S: | didn't
realize there was a neeting this afternoon
Did you know about it, Al an?

COW SSI ONER LANDSBURG.  No.

VI CE CHAI RMAN HARRI'S:  No one i nforned
either of us that there was a neeting.

There's maybe a little bit of a comunication
probl em t here

MR. VAN DE KAMP: My understanding is
that there was an invitation extended.

CHAI RMAN LI CHT: Well, why don't we
put off all this discussion --

VI CE CHAIRVAN HARRIS: |I'mnot really
clear if the -- I"'mnot saying that |I'm
opposed to the concept, but how the Workers
Conpensati on nmoney, where that physically
goes.

MR, LI EBAU. The Wbrkers' Conpensation
nmoney that flows fromthe marketing plan, from
the California marketing program is the sane
as the noney that flows fromthe stabling and
vanning fund; it goes to replace the letters
of credit that have been posted by the tracks
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and serves as security for the contingent |oss
fund that's required by the Al G

VI CE CHAI RMAN HARRI'S:  Well, normally
the letters of credit are just kind of there,
but they aren't really drawn upon unless the
i nsurers are bankrupt or something. But is
this letter of credit actually drawn upon, or
is it just sort of sitting there?

MR. LI EBAU: The letters of credit
were issued by the individual tracks to Wells
Fargo Bank, and Wells Fargo Bank, in turn,
issued a letter of credit to AIG for the
contingent |loss fund. The plan was that the
tracks' obligations under these |letters of
credit would be replaced over tinme by cash
that was comi ng out of these two funds.

VI CE CHAI RMAN HARRI S:  Yeah, but that
cash isn't necessarily spent. It's nore of a
safety net that if --

MR, LIEBAU. It is a contingent |oss
fund, and under the agreenent at such point in
time as the fund was no | onger necessary,
what ever date it is, these funds are returned
to their source. So if the contingent |oss
fund -- if there was never any liability
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triggered on that fund, the noney would go
back to the marketing fund in the sane
proportion as it cane in. Likew se, for the
stabling and vanning fund.

CHAI RVAN LI CHT: Let's cut this off
and wait until you guys -- if that's okay with
you, Al an.

COWM SSI ONER LANDSBURG.  Yes.

| just wanted to apol ogi ze to John.
There was a second page of a neno that invited
us that | didn't get inny -- so | was
invited, but I hadn't seen the second page of
the invitation.

In any case, CMC operates outside the
jurisdiction of this Board generally; it
operates under its own power. W were
prepared to -- we are always prepared to
di scuss our views on how wi sely the noney is
spent, and | think we've done it to
exasperation, saying that there is far too
much nmoney spent on far too nmuch that goes on
in the east and far too little spent on
California, primarily and specifically.

But that is about -- that's one of the
reasons -- and | think I would like just one
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mnute to explain to the attendants here that
this ad hoc conmittee on marketing has nothing
to do with what happened in the past, nor are
we trying to say you guys were all wrong.

We are trying to put together from
outside racing who are nmarketing experts in
many fields to cone back to us with how they

woul d have done it, as suggestions for what

the marketing -- what marketing can be done in
racing for California. |It's not a |ook-back
as John said. It's a |ook-forward. And,
therefore, what is being done now, | think

we' ve tal ked about enough. What will be done

in the future, we are going to try to cone to
you with some kind of programthat may or may
not interest you and will not be nmandatory,
but suggestions that night nmake racing
mar keti ng better.

MR, LIEBAU:. It's probably not
necessary to say this, but the California
Mar keti ng Committee wel comes any input from
the Board and from anybody else. | nmean we
all have the sanme goal, and that is to
increase interest in racing and to increase
the betternent of all the participants, so the
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Board is -- the California Marketing Committee
wel cones your input.

COW SSI ONER LANDSBURG. So | ong as we
are spending all of it in the east -- or a big
portion of the noney that racetracks have
vol unteered and TOC has volunteered, | find it
distressing that the results are so nininal

VI CE CHAI RMAN HARRI'S:  Well, | think
this 30 mllion or six mllion a year is al
bei ng spent in California.

My main concern is just as a Board
that we need to nake sure that racing is
maxi m zi ng every opportunity. | don't think
it's really our noney. It's really your
noney. And |'mjust concerned that your
constituencies, whether it be the tracks or
the fairs or the horsenen, which is really
where it's coming from-- are behind you; that
you are leading -- you are not |eading a bunch
of people that are kind of unaware of what you
are doi ng.

MR LIEBAU: Well, | think that under
the legislation that was enacted, the
interests of the people you just tal ked
about -- nanely, the tracks, the fairs, and
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the horsenen -- are represented on -- in the
California Marketing Conmttee and are
responsi bl e for those expenditures. There are
two nenbers from CARP, there are two nenbers
fromthe tracks, one fromthe north and one
fromthe south, and two nmenbers fromthe

Thor oughbred Owers of California. But, as |
sai d before, speaking on behalf of all six of
t hose people, including myself, | nmean we
certainly wel come your input.

CHAI RMAN LI CHT: Okay. Let's npve
al ong. Nunber 6, the Superfecta.

By the way, you will put that on the
agenda for the next neeting?

EXECUTI VE OFFI CER WOOD:  Yes.

CHAI RMAN LI CHT: A report on the
California Marketing Committee.

M5. WAGNER: Jacki e Wagner, CHRB
staff.

The item before you is a proposed
amendnment to Rule 1979.1, which is the
Superfecta. The anmendnent to the rule will
elimnate the requirenment that if |ess than
five wagering interests finish the race, the
entire Superfecta pool will be refunded. The
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i ndustry requests that this provision be

el i mi nat ed, because on occasion it has cause
confusion and di sappoi nt nent anong horse
raci ng fans.

A simlar requirement was deleted fr

d

om

the Board's Rule 1979 Trifecta back in January

2002. During the 45-day coment period on
this proposal, the Southern California Horse
Raci ng Industry Fan's Comrittee endorsed the
amendment to Rule 1979.1, and staff has
recommended the Board adopt the proposal as
present ed.
CHAI RMAN LI CHT:  Any di scussion? A
notion to accept?
COW SSI ONER GRANZELLA:  So noved.
CHAI RVAN LI CHT:  Second?
COWM SSI ONER Bl ANCO:.  Second.
CHAI RMAN LI CHT: Second by
Conmi ssi oner Bi anco; noved by Conmi ssi oner
G anzel | a.
Al in favor?
(AI'l Board nember voted
affirmatively, with the exception
of Conmi ssioner Landsburg.)

COW SSI ONER LANDSBURG:  Opposed.
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CHAI RVAN LI CHT: Okay.

break --

VI CE CHAI RMAN HARRI S:  Wai t.

clarify the record --

COWM SSI ONER LANDSBURG. | raised ny

hand no.

CHAI RMAN LI CHT:  Onh, okay.

VI CE CHAIRVAN HARRI S: | think maybe

Let's take a

To

there should be some discussion of that if

there is some concern.

CHAI RMAN LICHT: Did you want

express somet hi ng?

to

COWM SSI ONER LANDSBURG. My only

concern about it is that with the Trifecta,

can see it, but with the Superfecta, which

demands four horses,

possi bl e chi canery.

That is why | voted no.

VI CE CHAI RMAN HARRI' S:  Yeah, |

heard some concerns from such astute

handi cappers as Roger Stein, that is sitting

back there, that it

is of concern. |

it opens the door to

have

t hi nk

t hat probably the pluses outwei gh the ninuses

init, and if everything --

a fluke situation,

it's probably okay.

But

sonmething is just
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think it's sonething we do need to go forward
if we pass it, that we nonitor it and the
stewards are --

COW SSI ONER LANDSBURG: That's why
did not express nore. | just sinply was not
in favor of it. OCkay.

You want to take a break?

CHAI RVMAN LI CHT: Ckay. The notion
passes then four to one.

We will take a break for 10 m nutes.

(Recess.)

CHAI RVAN LI CHT: |tem nunber 7, the
Backstretch Wrkers' Housi ng Arendnent.

MS. WAGNER: Jacki e Wagner, CHRB
staff.

As you know, AB 471 anended the Horse
Racing Law to provide that the Board adopt
ener gency backstretch housing regul ati ons
within 120 days of that particular statute.

In response, the Board did that. W
adopt ed energency regul ations, Article 28,
backstretch worker housing, which contained
six rules that govern the backstretch worker
housi ng specifications, and we anended Rul e
1928, fire regul ations.
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What you have before you today is the
proposal to nmeke these enmergency regul ations
permanent. |It's a part of the process that we
need to inplenent in order to have these
regul ati ons permanent rules of the California
Hor se Raci ng Board.

The anmendnents have been noticed to
the public for 45 days, and we woul d reconmend
that the Board adopt the proposal as
present ed.

CHAI RVAN LI CHT:  Any di scussion?

VI CE CHAI RMAN HARRI'S: | don't really
have a problemw th the rules, except | think
going forward we need to be sure that we do a
good job on back stretching housing, and
particularly the sanitation in the restroons
has been a continuing concern, and that the
tracks and the horsemen and all involved try
to keep those as presentable as possible. And
I"'mjust a little concerned that just this
annual inspection process is better than
not hi ng, but there needs to be sonme ongoi ng
i nspection to make sure that they are kept up
and | think our rules don't go there, but if
necessary goi ng forward, we may have to assert
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sone nore detailed rules on how that is. But
I would Iike to invite everybody in racing to
continually be | ooking at these facilities,
because this is all these people have to use,
and they need to be sure that they are wel
done, and it just takes a | ot of oversight.
And | will be on the backstretch at Del Mar
doi ng daily inspection of these.

CHAI RVAN LI CHT:  Any ot her discussion?

COW SSI ONER LANDSBURG: At sone
point -- this rule is fine as far as it
goes -- we nmight want at sonme future date to
tal k about how we can regul ate those people
who do use this housing, and just as they take
care of the backstretch in terns of drinking
and parking, | think part of this at sone
future point should be the responsibility of
backstretch workers for hel ping.

VI CE CHAI RVAN HARRI S:  Yeah, it's got
to be a teameffort.

CHAI RMAN LI CHT: Motion to approve?

COW SSI ONER GRANZELLA: So noved.

COW SSI ONER LANDSBURG.  Seconded.

CHAI RVAN LI CHT: Moved ny Conmi ssi oner
Granzel |l a; seconded by Conmmi ssioner Landsburg.
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Al in favor?

(Al Board nenbers voted

affirmatively.)

CHAI RVAN LI CHT: It's unani nous.

Okay. Nunmber 8 has to do with sone
special rule waivers with respect to the
Breeders' Cup -- for the 2003 Breeders' Cup to
be held at Cak Tree.

M5. WAGNER: Jacki e Wagner, CHRB
staff.

What you have before you are sone
speci al waivers at the request of the
Breeders' Cup in anticipation of that race
nmeet happening here in California.

We are proposing that we waive the
Rul e 1481, Rule 1554 and Rul e 1693.

Specifically, Rule 1481, what we are
proposing here is to give thema specia
120-day license that will expire 12/31/03 for
the purpose of participating in the Breeders
Cup, and this license will be $50, which is a
third of the fee for the license
classification.

Staff would recommend that the Board
approve a wai ver of Rule 1481 for the 2003
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Breeders' Cup.

CHAI RMAN LI CHT: That is only for
owners or for every kind of |icense?

MS. WAGNER: | think --

CHAI RMAN LI CHT: Li ke a groom cones
out with a horse, does he need to be |icensed?
VI CE CHAI RMAN HARRI'S: | think

everybody has to be |icensed.

EXECUTI VE OFFI CER WOOD:  Ever ybody
has to be |icensed.

COW SSI ONER LANDSBURG. My concern is
that all of us at tinmes have raced in other
states and you go through the normal I|icensing
process even though you may only have a horse
run in one race, but to ne the Breeders' Cup
is the top | eague of owners and trainers, and
hopefully they would pay for their groons'

i cense.

It just seens to nme you are taking the
weal t hi est people in racing and giving thema
break that a | ot of the | esser able people
don't have. And just at this tine we've got a
budget crisis in California, and nmuch of our
cost of issuing a license is that initia
i ssuance, which | feel we should really do an
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excellent job in making sure that these people
don't have any hassles getting their |icense,
but | can't see reducing the fee. | think you
are just sending the wong signals, and it's
just not financially prudent to do it.

EXECUTI VE OFFI CER WOOD:
M. Chairman, to clarify, this request for
this exenption from 1481 is for owners and
trai ners whose license fee is $150, and it's
the sane request that we have authorized or
t he Board has authorized in 1993 and 1997, not
that the precedent nmakes any difference, but
it's for a period of tine which extends the
license only for the end of Decenber, not for
three years, and it is for owners and trainers
only for the time that they are going to be in
California. Many of them who cone to
California to participate in the Breeders' Cup
do not stay or race here after the Breeders
Cup is over. So it's owners and trainers, so
that represents about a $100- per-person
devi ation from what would be nornal.

And, like | say, we have been
requested by the Breeders' Cup to do this. W
get this request every tinme we conduct a
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Breeders' Cup in California.

MR. CHI LLI NGAORTH:  Sher nan
Chillingworth of OCak Tree. W've done this
every time the Breeders' Cup has cone to
California, and | think -- correct ne if I'm
wrong, Roy, but | think if they stay on after
Breeders' Cup, then they have to pay the ful
fare. It's only for Breeders' Cup week

VI CE CHAI RMAN HARRI S:  So you kind of
favor sone and you kind of discourage themto
keep horses here?

MR. CHI LLI NGWORTH:  Beg your pardon?

VI CE CHAI RMAN HARRI S:  That woul d ki nd
of discourage them fromstaying on. It would
be better to have these guys --

MR. CHI LLI NGWORTH:  Well, | think if
t hey thought they were going to stay on, they
woul dn't m nd paying the fee, but just for one
day, we are trying to be hospitable to our
people -- or friends from across the ocean who
probably don't pay any fees at all at hone.

VI CE CHAI RMAN HARRI S:  Well, | don't
know if that's in evidence.

MR. CHI LLI NGWORTH:  And | don't think
we are going to solve the budget crisis.
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VI CE CHAI RMAN HARRI S:  Well, if it's a
probl em why can't Breeders' Cup just pay it?

MR. CHI LLI NGAORTH:  Breeders' Cup
doesn't like paying any nore than they have
to, to be honest with you.

But | think, to ne, it's such a ninor
thing that, and we've done it every year, to
try and change it this year, it |ooks |like we
are turning back the clock or sonething.

CHAI RVAN LI CHT: You are only talking
about probably what maybe 50 of each at the
nost ?

MR CHI LLI NGAORTH:  Yes.

CHAI RVAN LI CHT: Not even close to
t hat ?

MR, CHI LLI NGWORTH:  And, also, if they
are going to stay on, they do have to pay out
the full fee, so --

VI CE CHAI RVAN HARRI S:  Maybe Gak Tree
coul d devise sonme special |oan program for
needy Arab owners that need this extra hundred
dol l ars or sonet hing.

MR. CHI LLI NGWORTH:  That is true.

VI CE CHAI RMAN HARRI'S: | nove that we
do not approve a change to Rule 1481
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CHAI RMAN LI CHT: That we do not

approve it? Just the first one?

VI CE CHAI RMAN HARRI S:  Yes.

CHAI RMAN LI CHT: Second? Any second?

COWM SSI ONER BI ANCO: | will

CHAI RMAN LI CHT: Okay. |It's noved by

Commi ssi oner Harris and seconded by

Comm ssi oner Bianco that we do not anend

1481.

Any further discussion with respect to

14817

CHAI RVAN LI CHT: Ckay. | guess we'l

pol | the Board.

Commi ssi oner Bianco, as far as the

noti on, your vote?
COW SSI ONER BI ANCO:  Yes.
CHAI RVAN LI CHT:  Conmi ssi oner
VI CE CHAI RVAN HARRI S:  Yes.
CHAI RVAN LI CHT:  Conmi ssi oner
Landsburg?
COW SSI ONER LANDSBURG.  No.
CHAI RVMAN LI CHT:  Conmmi ssi oner
G anzel | a?

COWM SSI ONER GRANZELLA:  No.

Harris?
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CHAI RVMAN LI CHT: And | vote no.

The notion is denied.

COWM SSI ONER LANDSBURG. | have one
guestion about 1693.

CHAI RVAN LI CHT:  Well, we don't
have -- | guess we need the converse because
we have not hi ng.

COW SSI ONER LANDSBURG.  Yes.

I nove that we approve 1481 as
proposed.

CHAI RVAN LI CHT:  Second?

COWM SSI ONER GRANZELLA:  Second.

CHAI RMAN LI CHT: Seconded by
Commi ssi oner Granzella and noved by
Conmi ssi oner Landsburg.

Let's start with this side this tine.

COW SSI ONER LANDSBURG.  Aye.

COW SSI ONER GRANZELLA: Aye.

CHAI RVMAN LI CHT:  Conmi ssi oner Bi anco?

COW SSI ONER BI ANCO:.  Nay.

VI CE CHAI RMAN HARRI' S:  Nay.

CHAI RMAN LI CHT:  Aye.

EXECUTI VE OFFI CER WOOD: | think
that's three to two and it takes four votes to
make it pass.
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CHAI RVAN LICHT: It takes four votes
to make it pass.

EXECUTI VE OFFI CER WOOD: I n order to
have an approval of anything on this Board,
you have to have four votes.

CHAI RMAN LI CHT: Okay. | guess the
notion is denied then. And if we want to
bring this back on another agenda, we can do
that, right?

EXECUTI VE OFFI CER WOOD:  You can
al ways do that.

CHAI RMAN LI CHT: Nothing we can do.

M5. WAGNER: Jacki e Wagner, CHRB
staff.

The second rul e waiver we are
requesting is Rule 1554, and this would all ow
foreign horses to race w thout an
identification tattoo.

Thi s has been done in the past, and

staff would reconmend that the Board approve

the waiver to rule 1554 for the 2003 Breeders

Cup.
CHAI RMAN LI CHT:  Any di scussi on?

VI CE CHAI RMAN HARRI' S:  The i nport ant

part would be | don't think it's that sacred a
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tattoo, but what neasures do we have in place
to assure that the horse is the correct horse?

EXECUTI VE OFFI CER WOOD:  The
regi stration of the horse and markings thereof
and past performances of the horse.

VI CE CHAI RVMAN HARRI S: Because | was
under the inpression that foreign horses did
have sone -- actually, nore sophisticated
i dentification neasures than we have with
these tattoos. |'mnot clear what they have
but | thought they had something nore than
just |ooking at the papers.

CHAI RMAN LI CHT: Chilly, do you know
anyt hi ng about that?

MR. CHI LLI NGWORTH: There is a
possibility they have a DNA deterni nation, but
I"mnot sure about that. But before we had
lip tattoos, every horse was identified by
colors -- sorrels, chestnuts. You know,
that's been a practice for over a hundred
years. And the lip tattoo is done as an, |
guess, an insurance policy to be overly
cautious. | think -- the type of horses that
are comng for the Breeders' Cup, the chance
of getting a nmisidentified horse is al npst
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zero, and there are enough nethods identifying
a horse without using a lip tattoo that you
can do it accurately.

VI CE CHAIRMAN HARRIS:  |'m for
changing it, for this rule change, but | was
just wondering what -- | would think that the
Eur opeans woul d have sonething, but -- | nean
long term what needs to really happen is sone
formof a conputer chip or sonething that is
in each horse that can firmy identify that
horse. | mean the |ip tattoos are kind of an
archaic thing that have been around for quite
awhile, but | think with all the technol ogy
t hey have there should be sonme better way to
do it anyway, so it's kind of a side issue.
But go ahead.

MR. CHI LLI NGWORTH:  Jack Liebau just
suggested that if we bring a horse over here
and tattoo it, and it's been previously
identified as horse A, we are just confirmng
a mistake if there was a nmistake. So the
pur pose of having the tattoo after the horse
cones over here is, you know, |ost.

EXECUTI VE OFFI CER WOOD:  Yeah, there
are a lot of reasons why we wouldn't want to
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require foreign horses that cone to the
Breeders' Cup to be tattooed under our system
because when they go back, they will race
under the systemthey're under currently,

whet her that's DNA, advanced techni ques of
identification, et cetera,

So what we are asking to do is waive
this rule for the Breeders' Cup races only;
not for an extended period of tine.

MR, CHI LLI NGWORTH: Al so, again, |
reiterate that the type of horses that are
com ng over here are so well known that will
be racing in the Breeders' Cup; it's not like
havi ng a $10,000 clainm ng race in Paradise or
sonet hi ng.

CHAI RMAN LI CHT: Dr. Jensen?

DR. JENSEN: Dr. Ron Jensen. [|I'mthe
equi ne nedical director for the Board.
Forei gn horses travel with a passport that
include all their markings, including the
whirls and swirls, and that is how they are
identified for inport, export, and for racing.

CHAI RMAN LI CHT: Ckay. Any further
di scussion on this one?

VI CE CHAI RMAN HARRI'S:  No, | don't
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have a problemwith this. | think it brings
up the idea, though, that -- | think this
Board should work wi th other racing boards and
the Jockey Club and whoever to try to | ook at
sone better way to identify horses than
tattoos. |It's sonething that | think could be
very hel pful for workouts and things |ike that
too because you can't read a workout -- a
tattoo just on a horse working out to work
where | think in Japan and sone of these

pl aces |i ke that, they've got nuch nore

sophi sticated systens than we have.

But is it clear that this is only for
the Breeders' Cup, not foreign horses to race
Wit hout tattoos in general ?

CHAI RVAN LI CHT:  Yes.

VI CE CHAI RMAN HARRI S:  Ckay. | will
nove that we accept this change.

CHAI RVMAN LI CHT:  Second?

COWM SSI ONER GRANZELLA:  Second.

CHAI RMAN LI CHT: Moved by Conmi ssi oner
Harris; seconded by Commi ssioner Granzella
Al in favor? Aye.

(Al Board nenbers voted

affirmatively.)
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CHAI RVAN LI CHT: Okay. Unani nous.

Okay. The third rule.

M5. WAGNER: The third rule is
Rul e 1693, and we are requesting that the
wai ver be placed to allow human attendants to
escort their horses onto the track until the
finish of the post parade, and, if requested,
that these attendants be allowed to be present
at the starting gate.

Thi s has been done in the past, and
staff would reconmend the Board approve a
wai ver of Rule 1693 for the 2003 Breeders'
Cup.

EXECUTI VE OFFI CER WOOD:  And | wil |
state that normally this is only for
horses that -- the only people who request
this are European horses who have this as a
fundamental use when they are racing in other
countries. It's not nornmally an exception
that is requested by many people or asked to
be done nmore than six or seven tinmes during
t he whol e Breeders' Cup program But in order
to allowit to be done, we have to waive this
rule for this one particular day.

COWM SSI ONER LANDSBURG, | don't know
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if it does any good, but it should be at their
own risk too.

EXECUTI VE OFFI CER WOOD: That is their
risk, I nmean --

COW SSI ONER LANDSBURG: It doesn't
indicate it in the rule, but it should be at
their own risk.

EXECUTI VE OFFI CER WOOD: |' m sure that
the racetrack and the insurance conpany of the
racetrack woul d have some sort of insurance to
cover that.

COWM SSI ONER LANDSBURG, I f we are
passing the rule, it should be just sinply
stated at their own risk. That's all.

CHAI RMAN LICHT: | agree. | think
that's a good change.

EXECUTI VE OFFI CER WOOD: W can wai ve
the rule with the --

CHAI RVAN LICHT: Wth M. Landsburg's
condi ti on.

EXECUTI VE OFFI CER WOOD: W th
M. Landsburg's condition.

VI CE CHAI RMAN HARRI' S:  But, | nean,
basically it's the sane risk as a pony woul d
have -- | nmean it's sort of inplied that it's
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at their own risk. | don't know if we can
legally waive -- force sonmeone to waive
liability in general.

CHAIRMAN LICHT: | think it's
i nportant to point it out in the rule, because
it's an unusual condition. |It's certainly
di fferent than anything that we norrmally do.
| think that's a very good --

VI CE CHAI RMAN HARRI' S:  But clearly
it's at their own risk.

CHAI RMAN LI CHT: Any nore di scussion
or notion or anything?

COW SSI ONER LANDSBURG. | nove
that -- are you ready for a notion?

CHAI RMAN LI CHT:  Yes.

COWM SSI ONER LANDSBURG. | nove t hat
we accept Rule 1693, with the condition that
it state it's at their own risk; that the
attendants on the track are at their own risk.

CHAI RVAN LI CHT:  Second?

COWM SSI ONER Bl ANCO.  Second.

CHAI RMAN LI CHT: Seconded by
Commi ssi oner Bi anco; noved by Comm ssi oner
Landsburg.

Al in favor? Aye.
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(Al Board nenbers voted

affirmatively.)

CHAI RMAN LI CHT: Opposed?

VI CE CHAI RMAN HARRI'S: So that this is

clear, it could be not just

foreign horses,

but any horse could take advantage of this?

EXECUTI VE OFFI CER WOOD:  Yes, sir.

We shoul d make sure

Associ ation duly notes that

t hat the Racing

on the condition

book and in the overnights and all advance

publications that go out to

ever ybody,

pl ease. | think that would be inportant.

MR. CHI LLI NGAORTH:  Sher wood
Chillingworth, Cak Tree.

We agree to that. W will nake sure

that the condition book entry forns wll

provi de that they do this at their own risk.

VI CE CHAl RMAN HARRI S: But al so as far

as the ability to do this, I'"'mnot clear if

this is just on Breeders' Cup day, but what if

you are running in a Breeders' Cup prep or

sonething |ike that?

MR, CHI LLI NGAORTH

Well, | think the

only exception we m ght want would be to do it

on Friday prior to Breeders

Cup where we have
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horses that are comi ng from Europe, don't get
into Breeders' Cup races, and we would like to
have racing on Friday afternoon that would

i ncl ude those horses, and you m ght have sone
anongst that group that would |i ke to have
their handlers bring the horse on the track.

VI CE CHAI RVAN HARRIS: My only problem
is | wonder how much reciprocal things we get
when Anerican horsenen go ot her places. Are
they as easy to work with as we are?

COW SSI ONER LANDSBURG.  General |y,
yes, John, frommy viewing of it and ny
participation. You are pretty much on your
own with your horse.

EXECUTI VE OFFI CER WOOD: | woul d
recommend, M. Chairman, that you adopt, as
you did, adopt a rule for Breeders' Cup day
only, and then all ow adm nistrative approval
if requested to change or allow this exenption
on the day of the qualifier races that
M. Chillingworth spoke of.

MR. CHI LLI NGWORTH:  Wbul d you use the
stewards for that purpose?

EXECUTI VE OFFI CER WOOD:  However the
Board woul d Iike to do it, with stewards or
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they could go through the staff. Whichever --

CHAI RMAN LICHT: | think the stewards
is nmore expeditious. Okay. Let's --

COW SSI ONER LANDSBURG. May | ask to
revisit 1481, in lieu of the passage that
we -- perhaps we can now cone to a
deternmination with the two rules that are in,
to revisit --

CHAI RMAN LI CHT: | don't know since
it's already been voted on and we're past it.
Derry, are we allowed to revisit it again?

MR. KNI GHT:  Sure.

I don't know of anything that
precl udes you from doi ng that.

COWM SSI ONER LANDSBURG. | think
under --

VI CE CHAI RMAN HARRI S: Maybe we can
take up a collection or sonething.

COWM SSI ONER LANDSBURG: | nove that
we accept Rule 1481 as proposed and go a
second round at this tinme.

CHAI RMAN LI CHT: Hearing any second of
t hat notion?

EXECUTI VE OFFI CER WOOD: 1481 is the
i cense fee reduction.
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COWM SSI ONER LANDSBURG: It's the fee
reducti on.

CHAI RMAN LICHT: It's been noved by
Commi ssi oner Landsburg. |s there a second?

COW SSI ONER GRANZELLA:  Second.

CHAI RMAN LI CHT: Any nore di scussion
on this?

VI CE CHAI RMAN HARRI'S: | hate to, you
know, be the skunk of the picnic, but it just
seenmed to ne that there is not a conpelling
need for us to change our fees; that nobst of
our fee cost is really in the licensing
procedure, which | think is very inportant.
We do a good job of |icensing people, but
that -- | don't think that soneone conming from
sonmepl ace el se -- and we are not prejudice
agai nst people coming to the United States,
obvi ously -- but that they should be treated
differently than someone com ng -- you know,
a quarter horse person could be shipping in
from New Mexico to run in the Al American
Futurity -- not the Al American Futurity, but
what ever the Los Alamitos futurity is -- they
don't get special treatnent. So | think we
need to be careful that we have | evel playing
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fields, and I think this creates a playing
field that's not |evel.

CHAIRMAN LICHT: | think it's alittle
bit uni que because Breeders' Cup is an entity
unto itself. | nmean it's not really -- and,
Chilly, you can correct ne if |I'mwong, but
basically you are renting the facility to
Breeders' Cup to run at your facility, right?
It's not Cak Tree's event; it's Breeders' Cup
event ?

MR, CHI LLI NGWORTH:  Wel |, they
obvi ously run under our dates. The genera
programis they pay all the costs and take al
the revenues and give us a fee. This is an
event that travels around the country, and, as
far as | know, every other jurisdiction where

they' ve been have granted themthis relief.

And, you know, for California to say, well, we
want the whole thing is | think -- it's just
not going to -- it's not the end of the world,

but I think it's kind of alittle slap

COW SSI ONER LANDSBURG.  And | think
it's good for racing, Chilly. Having the
Breeders' Cup here is going to help California
racing, in general. It's just alittle nore
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awar eness of what we do, and I'mwilling to
pay for it.

CHAI RVMAN LI CHT: That's how | feel
because | think we want to try to entice
Breeders' Cup back here as nmuch as possible,
simlar to the volune -- that other Breeders
Cup is fromCalifornia, and we are trying to
convince Breeders' Cup to run the event in
California nore often.

MR. CHI LLI NGWORTH: And t he
possibility is you will get it back in -- |
mean California will get it back in 2009, and
I wouldn't want to throw any road bl ocks in
front of that effort.

EXECUTI VE OFFI CER WOOD:  And | woul d
like to clarify, M. Harris, that in many
i nstances, the quarter horse, the NBNA
chal | enge, was transferred from several venues
each year, rotates around. Starting back
ei ght years ago, the Board at that time had
granted the adm nistrative approval authority
to adjust the license fees for those quarter
horse trainers who participate in the NBNA
chal l enge, so they do get a reduced |icense
fee at the quarter horse races when we are
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privileged to host those races in California,

so there has been that ongoi ng exception.

f or

t he

VI CE CHAI RMAN HARRI S

owners or --

I's that just

EXECUTI VE OFFI CER WOOD: Owners and

trainers.

VI CE CHAI RMAN HARRI S:

It just seemns

to me that we've got a licensing procedure,

that the fees are not

j ust

not

exor bi tant,

and it is

necessary. | nean the state is not

that flush right now Mybe this is nmaybe

just a drop in the bucket,

symbolic, but this is just not

that's great

CHAI RVAN LI CHT: Al ri

notion and a second. Let's po

one.

Al an?

COWM SSI ONER LANDSBURG,

COVWM SSI ONER GRANZELLA:

maybe it's

a year

of atine todo it.

ght.

| the

Aye.

Aye.

COWM SSI ONER HARRI'S:  No.

CHAI RVAN LICHT: Bill?

COWM SSI ONER BI ANCO: Aye.

CHAI RVAN LI CHT:  Aye.

EXECUTI VE OFFI CER WOOD

t hat

We have a

Boar d.

Passes four to

Four

to one.
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The wai ver of the license fee passes four to
one.

MR. CHI LLI NGWORTH:  Thank you very
much.

CHAI RMAN LI CHT: Okay. Nunber 9, the
fairs' inpact on the econony.

I's that Liz Houser?

MS. HOUSER: Good nor ni ng,
Conmmi ssi oners.

I'm Liz Houser, director of Fairs and
Expositions. On behalf of ny boss, Secretary
Bill Lyons, and the California Departnent of
Agriculture, we want to wel cone you and
everyone to one of our nost beautifu
fairgrounds that hosts the race neet at the
Del Mar Thoroughbred Club. So |'m sure
everybody's enjoying the day, and | heard they
had a record-breaki ng day yesterday.

We are very pleased to be here today
to present the econonic inpact report that we
had prepared on the California fair industry.

As we all know, fairs are comunity
assets that provide a | ot of benefits to the
public. | think you' ve heard sone of our
fairs speak today on many of their prograns,
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but a ot of tines people don't stop to think
about the economic engines that fairs are in
each one of their local comunities, and that
transl ates into revenues being produced, jobs
bei ng produced, and sal es and property tax and
state incone tax being produced.

So if | could, I would just like to
take a little tine today -- and for nenbers of
t he audi ence, there are copies of the report
back on the table in the corner, so please
hel p yourself to a copy of the report. | just
want to take a little tinme today to kind of
gi ve you sone of the highlights of the report,
and | think you will find the nunbers as
i mpressive as we have found them and we're
very, very pleased that the California fair
i ndustry is such a vital component for
provi ding jobs and a positive econom c inpact
to the state.

Wth that said, | want to thank M ke
Knapp for being here to help with the slide
show. So, Mke, if you would, the next slide.

The California fair industry is a 2.5
billion -- has a $2.5 billion total econonic
i mpact on California, creating over 28,000
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jobs, and producing $136 million in total tax
revenues for state and | ocal governnents.
There is a copy of the PowerPoint in your
presentation here too. |It's hard to turn
around here for it.

Next slide. W consider this a
guaranteed return on investnment. As you know,
fairs receive approximately $30 mllion from
horse racing. From every dollar wagered on
horse racing, a small percentage goes to the
fairs, and they turn around and generate over
$136 million in state and local taxes. Fairs
do not receive any state general fund noney.
They al so do not receive any portion of the
sal es tax that they generate.

Next slide. Fairs renmmin a popul ar
entertai nment choice for California' s diverse
and very, very active population. Over 33
mllion people attended California fairgrounds
| ast year. That's roughly the sane as
California' s population of 35 nmillion people.

The average visitor attends our fair
2.1 times per year and lives within 100 niles
of the fairground, so they do travel from
t hroughout the region.
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As you | ook through the report, you
are going to see that in many cases, the fair
attendance is significantly nore than the
county that it's located in. | just canme down
here fromthe Orange County Fair. Their
year-round attendance to their fairgrounds is
126 percent of the popul ation of Orange
County. So we have a | ot of people who cone
to the fair. And, as you know, horse racing
is offered at ten of our fairgrounds, so those
peopl e do have the opportunity to be exposed
to the sport that is very inportant to all of
us in this room

Next slide. Fair attendees' opinions
count. Ninety-five percent of the people who
attended the fair when they were surveyed
i ndicated that they feel that fairs have a
wort hwhil e comunity benefit; 88 percent
believe that the fairs provide an excellent
venue for themto visit with their famly and
friends; and over 1.2 mllion people
participated in their fair. That neans they
were either on a community stage or did a
conpetitive entry or helped in some way in a
vol unt eer boot h.
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Just to reiterate, the fair menories
last a lifetine. |I'msure if any of you
attended fairs with your grandparents, you
remenber going on the merry-go-round, maybe
riding a bigger ride with an aunt. So we do
create nenories that carry on, and people do
return to their honmetown fairs when they have
chi | dren.

Next slide. Agriculture is a key
conponent of all 78 fairs. 1t's one of the
primary parts of our nission statenent, that
fairs have an agricultural conponent to them
Qur goal is to have fairs link urban and rura
California. |In many of our areas, the
fairground is the only opportunity for young
people in the area to actually see a live
animal. We've been working really actively
with the Dairy Council to help educate
children that mlk comes froma cow, not from
the store, so fairs do provide that vita
link. Fairs are learning |aboratories that
make agricul tural education cone to life.

Si xty-ni ne percent of fairgoers who were
surveyed felt they knew nore about agriculture
after going to the fair. In addition, our
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junior |ivestock prograns teach young people
about responsibly raising animals for the food
chain. |'msure many of you have hel ped by
purchasing an animal fromthe auction. It
hel ps continue these progranms; it hel ps fund
schol ar shi ps.

Next slide. |In addition, our fairs --
this econom c inpact study, one of the things
that it includes that previous studies have
not included is we have included our
fair-rel ated businesses. Wen you think of a
fairgrounds, when you arrive at a fairgrounds
when the event isn't going on, there is not a
| ot happening at the fairgrounds. [It's just
an infrastructure where our fair staff are
keepers of the infrastructure. The
fairgrounds is rented on a year-round basis
for various activities. But when the fair
cones into town, we basically have a noving
city that noves up and down the state, that
generates a great deal of incone; it generates
a great deal of spending activity in your
community when they conme to town. These
busi ness partners -- we call themfair-related
busi nesses -- they include commercia
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exhibitors, fair tinme and master
concessi onai res, carnival conpanies and
entertainers, and their nunbers are very
i mpressive.

Next slide. The conmercia
exhi bitors, these are the people that you buy
everything from G nsu knives to T-shirts
from They generated over $491 million in
total spending for the state; $219 mllion in
personal incone; $17 mllion in state and
| ocal taxes, and create over 8,000 full-tine
equi val ent jobs annually. \When you think of
t hose jobs, though, nost of the jobs on the
fairgrounds are part-tinme jobs, so when you
take this 8,000 full-tinme equival ent, condense
it into the fair season, which runs February
to the first week of Novenber, it equates out
to about 20,000 real people hired in a
part-tinme position as they nove throughout the
state. This is the commrercial exhibitor
conmponent only.

Next slide. The fair-time and naster
concessionaires. In a nutshell, you don't go
to a fair without getting a corndog; all of us
do. Everybody has their favorite fair food.
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1 Well, we buy a lot of favorite fair food. W
2 have a master concessionaire here. | think

3 nost of you have enjoyed sonme of the foods

4 here from Preni er Foods. The naster

5 concessionaire is part of the fairgrounds on a
6 year-round basis. The fair-tine

7 concessionaires are the people who cone in and
8 out during fair tinme. They created 131

9 mllion in total spending, $66 million in

10 personal incone, $10 nmillion in state and

11 | ocal taxes, and over 2000 full-tine

12 equi val ent jobs annually for the state.

13 Next. Qur carnival conpanies are

14 pretty much fair-tinme-only activities, where
15 the first two are year-round activities. The
16 carnival conpanies arrive and create what we
17 call the magic of the fair experience. They
18 are the lights, they are the rides, they are
19 the fun that you renmenber for nmmny years to

20 come. O if you go on sone of these drop

21 rides, they're the nausea that you have if you
22 eat the corn dog first. But the carniva

23 conpani es generated over $41
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audi ences as they cone in. They created over

20 -- generated over $28 mllion in tota
spending; $17 mllion in personal incone;
1.6 mllion in state and | ocal taxes; and over

400 full-time equival ent jobs annually.

Next. CQur fairs are also proud to
have a very, very close connection with their
community. |In addition to having a
requi renent that they include agriculture in
their m ssion statenment, they are al so
responsi ble for serving as a community asset
and serving the needs of their comunity, and
in nmost cases this involves heavy invol venent
of local conmmunity groups. Conmunity groups
do everything fromhelp staff the parking, to
in some cases they are in charge of the beer
concession and take a percentage of that
profit, and that's put right back into the
comunity. The advantage of comunity groups
at fairs is quite -- 90 percent of the tine,
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they are ran by the local community group
There is no overhead froma corporate type of
group, so the noney goes straight back into
the local area. W buy a lot of band

uni forms; we pay for a lot of senior neals; we
pay for a | ot of baseball teanms. Just a wide
variety of things that each community needs; a
| ot of schol arships out there. Last year --
and we've realized this number is understated,
because we kind of counted what the
non-profits groups raised on the fairgrounds
during fair tinmes, but a lot of tines, they
rent the buildings, they have dinners and
raffles and things that generate additiona
noney. So over 700 non-profit groups raised
$8 million at fairgrounds events. Qur junior
livestock auctions, which focuses on young
peopl e from about the age of six to the age of
18, raised over $21 million, with 42,000

ani mal s purchased by 19, 000 buyers | ast year.
Thi s nmoney goes directly back into the young
people of that area. A lot of these young
peopl e use this noney to go to coll ege on

Most of themput it back into their future
projects so they can continue to participate
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in FFA, 4H and Grange.

That makes a total of $29 billion
rai sed for local conmunity benefits at the
fairgrounds.

Next slide. Fairs provide a place for
our comunities to celebrate their cultura
heritage, conpete in a variety of events, hold
fam ly reunions, display and view artwork,
prem er new i nventions and innovations, and
showcase the best of California.

In conclusion, our fairs provide jobs,
econom ¢ and soci al benefits, educate the
public on the inportance of agriculture, serve
as learning |laboratories, introducing the
general public to life on the farm encourage
excel | ence through conpetitions, help to
define the character and uni queness of their
conmuni ti es, and showcase and cel ebrate the
best of the best.

| do just want to take a nonent and
tal k about the fairs' reinvestnent into the
sport of horse racing.

Next slide. We feel that California
fairs and horse racing have had a w nni ng
hi story, and we look forward to a positive
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winning future with you. W have ten fairs
t hat have horse racetracks; 23 fairs have
satellite wagering facilities on their
fairgrounds; and, additionally, six fairs
currently have the ability to have an

of f-grounds satellite wagering facility.

Next slide. Fairs have worked
actively, as you are aware, fromthe $30
mllion that cones annually to support the
network of fairs, a portion of that goes into
their base allocations to help with operation
but also a portion of it is used directly to
help with horse racing itens. CARP, the
California Authority of Racing Fairs, their
board makes recommendati ons to the Departnent
of Agriculture annually on how best to spend
what we call the 192 account or the satellite
wagering account nonies.

And | just kind of wanted to give sone
recaps of what has been reinvested in the
sport during just the last three years, and
this is only fromthe satellite wagering
account; this does not count the nopney that
the fairs have added to these prograns.
Nearly $30 million has been reinvested. The
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track and safety nmi ntenance program has been
1.8 mllion in the last three years. It's a
programthat we are extrenely proud of. W
think it not only inproves the surfaces for
the horses, but also provides a safer
environnent for the jockeys. The backstretch
i mprovenents, we've invested 4.7 million to
date, and are pleased to see the progress on
all the fairgrounds. And | do want to thank
Roy for getting out there and getting them all
i nspected. | know he's been traveling al
over the state for us.

The satellite wagering equi pment
repl acenent fund is approximately $1.5
mllion. |In the last three years, this gives
funding to replace the chairs, tables, TVs,
and various equipnment in the satellites to
keep them in good shape for our patrons.
Satellite wagering facility upgrades, another
1.3 mllion, carpeting, paint -- a |lot of you
have been to sonme of the satellites that have
been i nmproved.

Next slide. And sonething we are very
proud of. | just came fromthe Chanber of
Commer ce opening at the new satellite wagering
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facility in Lancaster. If you get an
opportunity to go up there, it's a beautiful
facility. $4.5 mllion invested into this. |
have their nunbers. They've been opened since
the 16th; their attendance is up 32 percent;
their handle is up 40 percent. So | guess if
you build it, they will conme. So they are
really inpressed with the nunber of people who
have been coming. It's a beautiful facility.

We al so fund the bond debt on the
other satellite wagering facilities that were
built; $6.9 million in the last three years
and in supplemental purses at 4.5 mllion

That concludes ny presentation. | do
want to thank you for your tine today.

| have one brief announcement. | was
hopi ng to grab Commi ssioner Harris beforehand,
so he didn't hear this fromhere. But Scott
Anderson fromour big Fresno fair wanted me to
share with everyone that he will be |eaving
the fair on August 1st to work in the private
sector. He is obviously doing a ot of
things. He just is announcing this week that
he will be leaving the big Fresno fair
Scott's been a great asset to us. | know he
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has taken an active interest in horse racing,
has come to several of the board neetings, so
he did want nme to extend his thanks for your
support of his fairgrounds, and he prom ses
that he will show up at fair time and bet sone
of that noney he is going to be naking in the
private sector on the ponies.

So if there are any questions for ne,
I"mavailable, and I will be avail able after
the presentation.

Thank you.

CHAI RMAN LI CHT: Thank you.

I think we are going to take an item
out of order now, item11l. Let's see -- no.
Item 13, the issue about nmaxi mum overwei ght
that a jockey can use -- can have in a race
We will take that out of order, so sone of the
peopl e here that need to testify can get back
to their positions.

The nature of this item being on the
agenda is that there seens to be sone
confusi on anong the raci ng public about what
the weight is that a jockey carries in a
race. In other words, if it says 117 in the
program | think it's commonly understood that
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that includes the saddle, all the tack, and
the jockey hinself, and that is, in fact, not
true. There is quite a roomfor |eeway. And
what this Board wants to see is whether or not
we need to be nore specific with this rule so
that the public knows what actually the weight
is that is being carried by the horse.

There was a digital scale at the | ast
fair, and we were watching the tel evision
simulcast. | saw jockeys weighing in six,
seven pounds nore on the digital scale than
what their assigned weight was. And | don't
think that's a proper representation to the
public. 1 also think we need to take a | ook
at revising the scale of weights to make it a
nore accurate reflection of the size of people
in this generation, which is quite a bit
| arger than the previous generation.

Did we want to hear sone testinony
fromany of the staff? Did you ask anyone to
be here?

EXECUTI VE OFFI CER WOOD: Actually, we
did, M. Chairman, we asked a couple of people
to be here. Darrell Haire fromthe Jockey's
Scal e, also Dino Perez who works as a clerk of
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scal e as sone of the racetracks in California
to go over the procedures that we go through
when jockeys weigh out and weigh in. W also
i ncluded the current regulations that are in
pl ace today in California concerning the
anount of weight that jockeys wear -- excuse
me -- the anount of weight that jockeys can
ride with during particul ar races.

One of the things we have tried to do
since the last tine we had this discussion in
front of this Board was to request that the
raci ng associ ati ons consider not only in the
wei ghi ng-in process but the weighing-out
process to enploy the use of the digital
scales. W do find that those are nore easily
read by the clerk of scales; they are also
nore easily read by the patrons who may or may
not see them

But | think the first thing I would
like to do is ask Dino Perez, the clerk of
scal es, to kind of go over with us the
procedures of the weighing out and wei ghing
in, and then after that, we could have sone
di scussion. But | guess the nmain function of
this presentation today is to discuss what may
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or may not be needed to do if we are going to
go forward in California and hopefully in
America in addressing the jockey's scal e of
wei ghts, which has been an issue | think
that's been on the table for quite some
soneti ne.

So, Dino, if you would, you and
Darrell cone forward, and if there are any
guestions after their discussion, we'll be
glad to discuss them

CHAI RVAN LICHT: And | would like to
have Di no specifically address when the
j ockeys are weighing out, at least, it's a
public perception that the jockeys never
actually stand on the scale and | et the needle
steady; that they just wal k across the scale
and |l eave, and that there is no possible way
to accurately read that scale.

VI CE CHAIRVMAN HARRIS: On a
non-di gital scal e?

CHAI RMAN LI CHT: Yeah, when they're
com ng in and wei ghing in.

MR, PEREZ: Dino Perez, racing
of ficial.

The procedure when they conme to the
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scal e before they go out to the track, they
carry their tack, boots, silks, anything they
are going to ride when with. Wen they cone
back off the track back into the jock's room
it's alot nore that they carry, because they
have -- obviously, helnmets weigh different
anounts, vests; also they have nmud, sweat, wet
shamm es, four or five pair of goggles. So it
can easily be four to five pounds, maybe even
si x pounds nore, |like you were talking about,
as they cone off the track

VI CE CHAI RMAN HARRI S:  But do they
weigh -- every tine they go out they are
wei ghed and every time they cone back they are
wei ghed?

MR. PEREZ: Yes.

VI CE CHAIRVAN HARRIS:  |'m not cl ear
Is the helnmet included in the weight?

MR, PEREZ: Not on the way out to the
track, no, it is not.

VI CE CHAI RMVAN HARRI S:  And there's
al so the vest is not included; it's just
arbitrarily assuned to be so many pounds or
somnet hi ng?

MR. PEREZ: That is correct.
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EXECUTI VE OFFI CER WOOD:  The rul es
specifically say the vest can weigh no nore
than two pounds, and so we use that as a
variance for the vest.

CHAI RVAN LI CHT: \What about the idea
that they just wal k across the scale and don't
actually stand there and allow this needle to
stabilize?

MR. PEREZ: M nmain concern when
watch the scale is that they are not
underweight. | think if the needl e goes up
and it shows that they were supposed to be
carrying 18, that they got 18. It lands on it
pretty quickly, and then it flutters, which
think a digital scale would be better. But
the main concern is that they are not carrying
l ess; that they didn't take weight out.

VI CE CHAIRMAN HARRI'S: It seenms to ne
a digital scale would definitely be better.
But which tracks -- do the mmjor Southern
California tracks have digital scales or not?

MR. PEREZ: The only digital scale
that | know of is the one inside of the jock's
roomin Santa Anita.

EXECUTI VE OFFI CER WOOD:  Conmi ssi oner
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Harris, | can tell you that, according to the
nmeetings this week by M. Fravel, that the
Sout hern California Racing Association are in
the process of purchasing digital scales, both
for weighing in and wei ghing out, which they
hope to be able to use at all |ocations but

shi ppi ng them back and forth.

VI CE CHAI RMAN HARRI'S: | don't think
that they are that expensive. It seens |ike
to me that we are in the 21st century now, and
that we should have digital scales. | nean
t hey' ve been around for a while, and | don't
know how t he --

EXECUTI VE OFFI CER WOOD: We woul d |i ke
to see themdo it on their own accord. W
have asked themto do so. The digital scales
that we've priced, quote, unquote, |ike at
Pl easanton where we tal ked about purchasing a
digital scale there, for the kind of equipnent
that we would |ike to have, the only cost,
roughly speaking, is $3,500. So you are
correct, for $7,000, the digital scales could
be enpl oyed for both weighing in and wei ghi ng
out, and | think you will see before the neet
is over at Del Mar that being installed here.
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But the old scales that -- some of themare
very antique -- that we have enpl oyed do show
a needl e variation back and forth bob
especially if the jocks junp on and jump off,
so to speak, and don't stand there | ong enough
for that needle to settle down.

VI CE CHAI RMAN HARRI'S:  |'m not clear
if I would buy into the theory that the high
bob is necessarily the weight, fromny own
experience in scales.

CHAI RMAN LICHT: He is saying all he
cares about is that they don't --

VI CE CHAI RMAN HARRI S:  But he's saying
the highest it goes, is that the --

COWM SSI ONER GRANZELLA: No. The
problemwith the scale itself is it never
settles out to the right weight. The high bob
m ght not be the right weight at all

VI CE CHAI RMAN HARRI S:  The hi gh bob
assures that he has at |east that nuch weight,
but 1'mnot sure if the high bob --

EXECUTI VE OFFI CER WOOD: It may not be
the correct nunber, but it is the nunmber that
shows the maximumit could possibly go in the
process.
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CHAI RVAN LI CHT: How nmany nore pounds
do you allow a jockey? In other words, if it
says 117 in the program assum ng he doesn't
say he's overweight, so the public thinks he
is riding 117, what will you allow himto cone
back in after the race at?

MR. PEREZ: | would allow five above
117, so it would be 122.

VI CE CHAI RMAN HARRI' S:  And that woul d
include the issue with the vest?

MR PEREZ: Yes.

CHAI RVAN LI CHT: The vest, the hel nmet,
t he goggl es, the sweat, the cinch

MR PEREZ: Yes.

CHAI RMAN LICHT: And that's just
arbitrary, | would assune.

MR, PEREZ: That is what | was told by
the stewards.

VI CE CHAI RVMAN HARRI'S: It seens to ne
that we should have the wei ght whether -- |
mean it's sort of a different issue as far as
the nud and all that, but it seens it would be
alet sinpler if the weight did include the --
I mean when you raise the scale of weights --
if you include the helmet and the vest and
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everyt hi ng.

MR. PEREZ: Yeabh.

EXECUTI VE OFFI CER WOOD: M. Harris, |
think that it's been a long tinme com ng, and
I mnot advocating one way or the other, but |
woul d present to you that one of the issues
that | think this Board with its active
participation could do is |ook at addressing
the scale of weights. | think it's tine
that someone did that. Several years ago at
the request of Jockey Gayle, we brought this
issue to California, but set it aside, waiting
for a national effort to take place. | think
it's time that we evaluate the scal e of
weights. | think it would be a good effort
that we could put together now and start
| ooki ng as what mmy be the appropriate wei ght
t he jockeys should carry when riding in races,
and | think a good part of a |ot of discussion
we have had about these current weights is
there is a variance; the rule allows as much
as seven pounds in a jockey to ride in the
race before he is disqualified. But what
happens is that sone places, it may be five,
and seven in others, and | think the
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VI CE CHAI RMAN HARRI S: There are two
di fferent issues. The helnmet and the vest are
one of the concerns that they are carrying,
that it just seenms |ike when a horse carries
whatever it carries, it's just that those are
taken off the official weights. Were | think
part of the reason there was safety equipnent,
and we didn't want to penalize a jock because
we were requiring himor her to wear that, but
for full disclosure it was necessary.

CHAI RVAN LI CHT: Darrell, back at
Pomona, | remenmber you and | had a di scussion
about this, and | asked you to nake us a
presentation about raising the scal es of
wei ght s.

Are you guys working on that issue for
t he jockeys?

MR, HAIRE: We are in the process with
NAPRA and O0ClI neking this scale of weights
t hrough the nodern rules comrittees. Wth the
jock scale, what we are prompoting is to weigh
the jockeys stripped, because the public

really doesn't -- the patrons that are

betting, a lot of themthink that's what the
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9 CHAI RMAN LI CHT:  Cinch

10 MR. HAIRE: -- cinch, saddle, towel.
11 So we know that the jockeys are carrying ten
12 pounds of equi pnment. W' ve wei ghed them

13 We' ve wei ghed the saddles, and the |ightest
14 saddle is ten pounds. So if a horse is in

15 with 115, he is going to cone back -- the

16 jockey is going to weigh 121. If he is in

17 with 115, at least 121, and if he's got nud
18 and dirt and whatever else, you know, npisture
19 that he picks up out there, it could be 22,
20 23, 24. So this would make it if the -- if
21 the public knows that that is what the jockey
22 wei ghs, and, again, what we are pronoting is
23 the jockeys to be wei ghed before the races.
24 It's the jockey's weight, and the m ninmm

25 whether it's 118 or 116, it would sinplify
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things, and nmake things just -- again, there
woul dn't be that fluctuation that there is
now, because jockeys don't weigh with their
whi ps, for exanmple. That's a pound. \When
they get on the scale at -- what we are
promoting is they will have all the equipnent,
and it will be --

VI CE CHAIRMAN HARRI'S: | think it
woul d be easier, though, to show -- | nean
what is inmportant is what the horse carries,
not nore so than what the jockey wei ghs, you
know, absent anything, where that should be
the public -- if | pick up a program and the
jock is carrying 123, | would assune that's
what the horse thinks it's carrying, not --
but really it's not.

COW SSI ONER LANDSBURG:  What we are
saying is add five to seven pounds, right, to
what is normally in the program and we woul d
get a nore accurate wei ght, which would then
give us a nore accurate feeling about whether
that horse can carry weight. The problemis
t hat nost of our races are witten at the 117
to 120, and now you are going to put virtually

every jockey onto a 122 to 127.
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MR, HAIRE: M. Landsburg, that is
what it is now

COWM SSI ONER LANDSBURG, | just want
to be clear that that is what we are talking
about, and that we should advertise that five
to seven pounds in some fashion on the
progranms and in the racing form because it --
what is it, a pound -- one pound is a fifth of
aleg of anmle.

VI CE CHAIRMAN HARRIS: It's a nore
full disclosure issue. M concern is that we
fully disclose to the public -- now, the
separate issue really is that maybe the scal es
shoul d go up in general because of concern
wi th heavier jockeys and all, but to fully
disclose to the public clearly needs to be --

MR HAIRE: But it would state -- what
we are saying is this: On the program it
woul d have the wei ght the jockey is carrying,
if it's 118, and on the front of the program
and all horses carry ten pounds of equipnent,
because that is what it is, ten pounds.

VI CE CHAIRVMAN HARRIS:  No. | think it
shoul d show on the program what that horse is
carrying, including the |ock, stock and
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barrel, not just --

CHAI RMAN LI CHT: But ten pounds is
constant, so if you say it's 115, you add ten.

VI CE CHAI RMAN HARRI'S:  But in the
programit would be, in your exanple --

MR, HAIRE: All horses carry ten
pounds.

VI CE CHAI RMAN HARRI' S: W woul dn't
have sonething where it shows 115, but it's
really 125. It would be 125.

EXECUTI VE OFFI CER WOOD: And nmybe a
good way to do that is just to advertise what
the current regul ations are which allow the
seven pounds to participate in a race, but the
perception that we have to change is what the
actual weight out is and what the actua
wei ght weighing in is, and those two things
are different.

CHAI RMAN LI CHT: The best way to start
that is to have people actually stop on the
scal e and wei gh, instead of just walking
across it.

EXECUTI VE OFFI CER WOOD:  And t he
second thing is, and | think | need to say
this so that everyone can understand, the
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California Horse Racing Board, investigative
staff, myself, Roy Mnam and others have been
i nvolved in audits of these situations of

j ockey weights, and | want you to know and
everybody understand that with all those
audits, the jockeys are wei ghing the weight
the rule allows themto weigh, and the problem
is that we have a perception situation of what
people are com ng in and going out at. And
that's probably what we need to tal k about.
And also as M. Harris so well said, we need
to |l ook at adjusting long term short termthe
actual scale that we race under. What

M. Landsburg tal ked about and what you are
saying now is we are actually wei ghing horses
at 117 or 118, so -- but the audits that we've
been participating in shows that the jockeys
actually do follow the regul ati ons.

CHAI RMAN LI CHT: Darrell, where are
you with this proposal? | nean it's been a
year now, and --

MR. HAIRE: We have had this, and this
is part of the nodul es that we are presenting
to each track with our contract that we are
negotiating with each track throughout the
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1 country, but we would |like to get this done
2 nationally and through the OCI and NAPRA, and
3 they have a neeting in Septenber that we are

4 going to present this. And this makes sense;

5 this is the way to go. It has to be --

6 CHAI RVAN LI CHT: Well, maybe you

7 present it in California now. | don't see why
8 it has to be on a national -- | nean you could

9 be a pilot program or sonething.
10 EXECUTI VE OFFI CER WOOD:  And
11 sometinmes waiting on NAPRA and RCI to pass the
12 regul ations, to get things done, as | do -- |
13 can tell you about national nedication
14 policies and others -- is a long-term
15 experience, and it might be possible that the
16 California Horse Racing Board could begin a
17 promul gation of the rule to start that process
18 alittle sooner
19 CHAI RMAN LICHT: | would like to see
) 20 you propose it for our next meeting, down
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3 scal es were for various races, but then the

4 other is just the whol e weight issue.
5 MR, PEREZ: That is kind of what they

6 are doing in California as we speak
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COW SSI ONER LANDSBURG. Do Eur opean
j ockeys, to your know edge, use the vest and
t he hel met ?

MR, HAIRE: When they weigh out for a
race?

COW SSI ONER LANDSBURG.  Yes.

MR. HAIRE: | believe -- |I'm not
sure. Kent woul d know.

MR BRI SAROC. Vest, yes;
hel met, no. There's a one and a half pound
all otment for the vest.

CHAI RMAN LI CHT: Why don't you state
your name so that the court reporter can --

MR. BRI SARO  Kent Brisaro.

|'ve travel ed abroad in Europe and the
Orient, and the scale, actually, when you get
on it is at mnus 1.5; it's not at zero. It's
a digital scale. It's set at mnus 1.5, and
you nust wear your vest, and it nust be on
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when you wei gh out.

VI CE CHAI RMAN HARRI'S:  That woul d make
nore sense to have a digital scale that had it
to factor in there. But maybe not even have
to factor it in there; nmaybe it could just be
part of the weight.

CHAI RMAN LI CHT: Okay. Maybe you can
take that back to your board and see if you
can get that on our next agenda.

Di no, thank you very nuch.

VI CE CHAI RMAN HARRIS: It is of
concern where | have had sone fans that they
bet on sone horses that got beat, and they
think the jock was five pounds nore than they
t hought he was supposed to carry, but it may
be that we need to assure the fans that they
are getting this fair break.

CHAI RVAN LI CHT: Ckay. The next item
on the agenda is nunber 10, stop betting on
out-of -state nergers at specified | ocations.

The genesis of this discussion is that
the perception, whether or not it's a
reality -- we don't think so, we haven't been
able to establish any facts that indicate that
there is a problemw th people betting after
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the start of a race -- but the perceptionis
that there are bets conming in |late, and we
want to try to put the public at ease.

John?

MR. REAGAN: Yes. Conmi ssioners, John
Reagan, CHRB staff.

As you indicate, there have been sone
not abl e exanples of this situation, especially
with what we call |ate noney, noney that was
bet in out-of-state jurisdictions within a
m nute or so of the commencenent of the race,
sonmetimes 30 seconds or less, and this noney
arrives into the California pools after we
have al ready commenced the race, and perhaps
so well along in the race, and suddenly the
odds are changing, and the final cycles, the
tote cycles that comence after the race has
begun, and sonetinmes with dramatic changes in
odds, sensational, or even upsetting to a | ot
of people, and we have certainly investigated
this a dozen or nore tinmes, going back to the
original tote in the out-of-state |ocations
and | ooki ng through, and we've al ways found
those to be legitinmate bets placed at the | ast
m nute or |ast second, and they were tinmed at
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the out-of-state tote, the race -- the bets
were made prior to the conmencenent of the
race in California, and the noney was
legitimate and was properly included in our
pool s.

Nonet hel ess, those | arge changes in
t he odds sonetimes do cause a | ot of coment,
concern and frustration by some of the racing
fans; some of the fans who had the w nning
tickets and are receiving nuch | ess than
antici pated, and, of course, everyone is
al ways concerned about the integrity of the
system

Currently, the way we have the
mul ti-hub system t hroughout North America,
these delays are built into the system
itself. \What happens is that each tote
receives the individual bet, but when they are
in a hub situation, they accunul ate that
information into | arge packages. They don't
send each bet itself. They accumul ate package
i nformati on: How nmuch was on the wi n pool
how much was on various runners. That takes
anywhere from 30 to 90 seconds, dependi ng on
the situation for all that information to be
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processed, and each tote is going through its
own cycle, and then it forwards to another
tote, hopefully the host track, for instance,
and we find that where that tote is in its
cycles, it's inportant to know where the
cycles are conbi ning, and then each one has to
reprocess. And so at tinmes a bet nade on the
East Coast may process for a minute or a
m nute and a half to get into the California
pools. If that bet is nade 30 seconds bhefore
the race, obviously, it's going to be com ng
inlate fromthe perspective of California,
and causing sone of these |ate changes in the
odds. So that's a built-in problemw th the
hub system

A flip side of that, one solution that
was brought up several nonths ago is closing
pools early. A lot of people didn't warm up
to that idea, so we are still working on other
syst ens.

There has been di scussi on about
per haps upgradi ng the equi pment. The systens,
the interfaces and whatnot, estimates of 40 to
50 million to upgrade the equi prent woul d
help, | don't think it would conmpletely
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elimnate the problem but of course then
there is a matter of where does the 40 or 50
mllion conme fron®

So the current systemis working. W
doubl e-check it occasionally when sone of
these sensational situations happen, but it's
what we have. |It's what we are working with,
and we will do the best we can.

If you have any questions.

VI CE CHAIRVMAN HARRIS: | don't see why
it would cost $40 or $50 million just to
upgrade that hub system | nean that seens
pretty high.

MR. REAGAN: | think, Comm ssioner

what has happened there is you can't just
upgrade one or two hubs. You have to rebuild
the whol e system The $40 or $50 nillion was
from several years ago when an outfit that we
all know, IBM was thinking about perhaps
provi ding a nationwi de system and that was
the estimte they gave us at the tine, so
whet her that would be nore or I|ess right now,
I don't know. But we are still talking
substantial noney. And it would also take a
| ot of coordination because, like | said, if
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California upgrades its equipnent, that is
fine, but it also requires all the other

pl ayers, all the other hubs, to upgrade to the
same quality, to the sanme standards, or else
we haven't really acconplished much. But we
are still talking sone noney | think.

VI CE CHAI RMAN HARRI'S: M nmin concern
is that Californians be on the sanme playing
field as everybody else, and it seens |ike,
al though -- | nean everyone has to have their
bet in that they don't -- that those hubs are
really getting their bets in later than
Californians are even, though it seens to ne
li ke we should set sonme date certain that they
have to either close out their betting
slightly earlier than we do or develop the
technology to get their bets in, where -- it's
just bothersone to ne that all the data is not
at the California hub when the race goes off.

MR, REAGAN. Certainly. That is a
technol ogi cal situation right now, and there
are some various remedies, but that's a policy
we have to deal wth.

CHAI RMAN LI CHT: | think that it's
safe to say that not only does your office
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audit certain races with aberrations, but also
the individual track auditors generally
conduct their own audits. For instance, the
Shoemeker Handi cap at Hol | ywood Park was one
of the obvious exanples that | know we did an
i ntensive eval uation of that because it's a

hi gh, high volune betting race and you had a

| arge change in odds on the wi nner, and

think you took the time to actually exam ne
the bets oncoming fromvarious sites.

MR, REAGAN: Yes.

CHAI RMAN LI CHT: And found no
i nproprieties?

MR. REAGAN. No. W found sone |arge
| ast-m nute bets from Oregon and RGS, and they
were within the prescribed tine; they were
legitimate bets, and they were included in the
pool properly.

CHAI RMAN LI CHT: Rick, could you cone
up, please. Hollywod Park, | believe, also
conducted its own investigation into that
novenent in the odds, if I'mnot m staken

MR. BAEDEKER: Ri ck Baedeker
Hol | ywood Par k.

We did. Every one of these
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i nvestigations that we have conducted has
reveal ed the fact this these bets were nade on
atinmely basis, before the pools were cl osed
and before the horses broke fromthe gate.

CHAI RMAN LI CHT: The only thing that |
asked John Reagan before the neeting is |
don't know what we would see if there were
sonmet hing that was inproper. | mean, in other
words, we certainly wouldn't see sonething
time stanped after the race. | don't know
what it is we |ook for, but nmaybe you guys
know nore about that stuff.

MR. REAGAN. Commi ssioners, what we do
is as soon as we are interested in a certain
race, we do go froma kind of a tote to tote
situation. First of all, all the totes in the
hub are sync'd together in terns of tine,
within 20 to 30 seconds. |If we are out of
sync by nore than that, we get alarns and
signals indicating there's a problemin the
time sync, but when we investigate a
situation, we i mediately ask for the [ogs and
the stop betting signal, and the information
generated fromthe other hubs as to the tine
stanps on those -- on that process and those
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key points, and that's delivered to us, and we
can exam ne those and assure ourselves that,
in fact, those were done on a proper basis.
MR. BAEDEKER: M. Chairnman, | know
that when this issue was before us in the
fall, the NTRA at the tinme in the wake of the
Breeders' Cup problem had brought in
specialists -- | call them safe breakers --
but their sole purpose was to determ ne the
integrity of these systens, and, as a matter
of fact, determ ne whether or not these wagers
or these shifts in odds were as a matter of
fact a result of sone kind of fraudul ent
activity. Pending the outcome of that
i nvestigation, ny conpany, Churchill Downs,
had recommended the zero -- stopping betting
at zero mnutes to post. | know that
subsequently the report came back fromthe
NTRA that there was no evidence of fraud in
these late drops. | would suggest that the
tote conmpanies are still working on cycling
the win pools before the rest of the
information currently, and |I'm happy to be
corrected on this, but currently the win odds
are cycled at the end, and so there is a
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further delay. But | believe that even with
the current technology, if the win pool was
cycled first, that we could see these odds not
when the horses break, but certainly much
sooner than we are now getting them which is
usual |y about at the top of the stretch. So
woul d keep the heat up on the tote conpanies
to reduce this risk as nmuch as is possible.
CHAI RMAN LI CHT: Some peopl e have said
to me that odds change after the race is over
and the horse is already in the winner's
circle getting a picture taken. | find that
hard to believe nyself. | have not noticed

that. But have you had conpl aints about that?

MR. BAEDEKER: | have not had
conplaints about that. [|'mnot aware of an
incident |ike that at Hollywood Park. | know

when we as a conpany studied this in the fal
there were a couple of instances where the
final cycle did not occur until after the
horse had crossed the finish line. But those
were rare. The vast mpjority of them | think
they took between 45 and 55 seconds.

COWM SSI ONER LANDSBURG. 45 and 72.

MR. BAEDEKER: Thank you,
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1 Commi ssi oner.

2 VI CE CHAIRVMAN HARRIS: It was a pretty
3 hotly-debated itemlast fall | recall. | was
4 agai nst closing off -- you know, not

5 permtting California bettors, at |east, to

6 bet until the gates opened, but it seens

7 like -- | nmean | can't believe it's going to

8 cost $40 or $50 million to fix this really,

9 and it seens like if the tracks would put

10 pressure on the tote conpanies and the various

11 hubs at | east to get those win wagers in, it

12 woul d help, and | think you are the guys that

13 woul d have to do it.

14 MR, BEADEKER: | woul d suggest that we

15 need to do it together. |If the Board at sone

16 point is not satisfied that sufficient

17 progress has been nade, then we may need that

18 kind of pressure to get the job A . o
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fl
1 probl em t hroughout the country.

7w e 7w 7w e 7w e

2 MR, PAYTON: |'m Dave Payton with

3 Aut ot ot e.

4 | just wanted to nention, just to

5 correct the record. It actually is the case

6 that the odds are updated first, before we go
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t hrough the pools and everything, the odds of
the purse have been updat ed.

It is the case that the TR 2020
Committee has kept the fire to the tote
conpani es' feet to keep working on this.
We've gotten to a point now where we update
the board in 45-second cycles here in
California today, and | think sone boards
around the country are a little faster than
that, but 45 seconds is what we've gotten to
at this point, and we are, as Rick said,
wor king to see what we can do to update the
wi n odds faster, working with the existing
technol ogy that we have, the interface
protocol and the communications equi pment and
whatnot, so there was a neeting, a TR 2020
nmeeting, just this week on the East Coast, and
this was again another issue for themto
address to get the tote conpanies to work
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together to see how fast we can get the odds
updat ed.

CHAI RMAN LI CHT: Thank you.

Any ot her questions or coments?

Ckay. Thank you, gentl enen.

The next itemon the agenda is a
di scussion regarding revising our rules to
prevent cl aimed horses fromleaving the state
for a |longer period than what the rule
currently provides. The rule currently
provi des that a horse can't |eave the state
except to run in a stakes race until the end
of a meet. And it seens |ike a |lot of our
horses have been taken out of state, clained
and taken out of state, and very few have been
cl ai med out of state and brought in, and this
has added to our horse shortage.

VI CE CHAI RMAN HARRI'S: | wasn't sure,
was this brought up nore of a harness horse
issue for this agenda item or was there sone
concern over thoroughbred --

CHAI RMAN LI CHT: Thoroughbred. It's
for thoroughbred --

EXECUTI VE OFFI CER WOOD:  Har ness was
al ready addressed under the previous rule, but
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this is for thoroughbreds.

CHAI RMAN LI CHT: Derry, do we have any
further restrictions as far as Interstate
Commer ce Code or anything if we wanted to
restrict this even further?

MR, KNIGHT: | have to tell you, |
haven't | ooked at this issue.

VI CE CHAI RMAN HARRI S:  Ckay. | think
there was some case on this --

CHAI RMAN LI CHT: But | nean to ne, if
we were able to restrict until the end of the
neeting, that certainly shows that we are able
to restrict in some way, so if we were to go
60 or 90 days after the end of a neeting, |
don't think that that could be deenmed a
further restriction, but | don't know  But
that'd be sonething that | would |like you to
take a | ook at.

MR, KNIGHT: It could be a question
of degree.

VI CE CHAI RMAN HARRI'S: | thought there
was sonme case on this in Washington or
sonepl ace, because basically |I think you're
relying on sone other jurisdiction to enforce
your rule, because the person can basically
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| eave and take their horse. It's just a
qguestion of if whoever enters that horse would
rely on the California rule. |Is the fair neet
consi dered one meet for these purposes?

EXECUTI VE OFFI CER WOOD:  Yes, sir.
Several years ago, and |'msorry, | can't
renmenber the exact date that we | ooked at this
regul ati on once before, and we discussed the
constitutionality of the Interstate Conmerce
part of it, and |I'm not sure that we ever got
a clear-cut decision. | know we tal ked about
it, but we kind of tabled it at the tine.

Currently in California, with some of
the accel erated purse structures in other
parts of the country, there's been an ongoing
i mpetus of people claimng horses in
California in some of our shorter meets and
then | eaving and going to other states, and we
put this on the agenda to discuss the
possibility of |ooking at a change in our
current regulation. That goes, you know,
t hrough the conmittee process and di scussions
and a notice for hearings, which takes, as you
wel | know now, quite sone tine.

So there has been a lot of interest in
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some of the thoroughbred quarters to | ook at
adjusting the rule to allow such things as
once a horse is claimed it couldn't |eave
California for a year fromthe day of the tine
of cl ai m ng.

These are all the options that we're
| ooki ng at.

VICE CHAIRMAN HARRIS: | think it's
worth | ooking at.

Does the TOC have a position on this?

MR. VAN DE KAMP: M. Chairman, John
Van De Kanp, TOC

We don't have an official position
but | raised this issue before. You know, we
get horses fromout of state cone in, and we
have horses goi ng away out of state, and what
you pointed out is obviously very true right
now. We have had horses clainmed that are
goi ng to Hoosier and some of the small tracks,
where they have slots and better purses
t oday.

I would nake this suggestion to you,
you know, to be able to approach this. |
think that clearly if you put on a year or
even any sone kind of barrier, you are
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causi ng, you know, sone interference with an
owner's rights to have his horse clained and
have it | eave the state, and it may interfere
with your ability to get horses in state, if
you have action taken against California.

I would suggest that you take a | ook
to see what all the other states, the nmjor
racing states, are doing in this area. And
there may be sonme ability there if you get
into an anti- -- into a lawsuit down the line
to be able to defend yourself, if you put in a
60- or 90-day kind of a clause. | would
i magi ne one year sounds extreme. \What are you
going to do with the horse that is sold? Are
you going to prevent the owner fromselling
the horse and sending it out of state? No,
not by this rule. But should you try to do
that? | think your answer would be no. You
know, if someone came to M. Harris and wanted
to buy one of his horses for a good anount of
noney and take them wherever they want to take
them | don't think you would want to prohibit
t hat .

VI CE CHAIRVMAN HARRIS: | think a | ot
of tinmes an owner can freely sell a horse and
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it's very different than a horse getting
cl ai med.

MR. VAN DE KAMP: But you are putting
the horse up for sale through the claimng
mechanism It really isn't that much
different.

CHAI RVAN LI CHT: But our regul atory
abilities are nmuch stronger in the clainng
area than they are in the direct sale, and
think the value of our horses -- in fact, |
think M. Stein is going to testify to this
is -- is they are becom ng increasingly
val uable to people in other states, especially
our cheaper horses.

VI CE CHAI RMAN HARRI' S:  Yeah
especially -- | nean | could argue either side
of this, but one of the problenms is right into
the neeting, the race neeting, a lot of tines
there's a disproportionate anmount of clains,
because then you could take the horse al npst
i medi ately out of state, where it's sort of
an unl evel thing where maybe it should be so
many days fromthe date of claim rather
than --

MR. VAN DE KAMP: That's why | think
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you need to | ook to see what is going on in
other states. You may be able to put in a
period of time -- 30, 60 days, something like
that -- and that's after the date of the claim
rather than at the end of the neet.

CHAI RVAN LICHT: Dr. Stein?

DR. STEIN. | hope this is working.

My nane is Roger Stein. |'ma horse
trainer here, and | do a radio show on the
weekends, and |'ve been looking at this issue
for quite awhile, and | have a little bit of
an advant age because | saw this happen in
harness racing years ago.

The problemwi th horses is the val ue
isn't a constant. It's not |like gold or
silver, where it's traded for the same anpunt
of nmoney across the country. It used to be --
when | say used to be, eight or ten years ago,
you could purchase a horse in other parts of
the country and bring them here and they were
worth al nost twice as much. The problemis we
don't have slot machines and we don't have
purses |ike sonme tracks, |ike Muntai neer Park
that, you know, approach $5, 000 horses running
for $18, 000.
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As far as what M. Van de Kanp j ust
said, you can't stop an owner fromselling a
horse, and that is not what we are trying to
do. What we're trying to do or should be
trying to do is stop piracy. April is a good
exanple. Twelve horses were claimed in the
state that left, and these are higher-priced
claimng races. It puts a trenendous burden
on the race secretary, as it does on all of
racing, to present a card that people would
want to bet on. | nean nobody wants to bet
anynore on five-horse fields. They are tired
of it. And we don't need a crystal ball. [I'm
here telling you now t hat what happened in
harness racing is happening here in
t hor oughbred racing, and if you want to | ook
and see what the future is going to hold, you
don't need a crystal ball. You | ook at
Northern California, and you are going to see
what Southern California is going to | ook |ike
in a couple of years unless sonething is
done. We can fix the problem W may not be
able to do it 100 percent. But there has to
be sonething done, and I wish | had an
answer. | know what the problemis, | can
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identify that easily, but the answer is
stopping this from happening. The trainer
shoul d be hel d responsi bl e.

|'ve been approached many tinmes, as
many other trainers are, and the $1, 000 or
$2,000 for a couple hours' work is -- it's
attractive. But you have to realize that if
you take that noney and claima horse that you
know is leaving the state within a nonth, you
are contributing to the dem se of racing here
in California and nmaking it again tough for
horses to | eave

I went to Washington State and bought
five horses; didn't even claimthem |
cl ai red one and bought four. They have what
is called now the Roger Stein Rule, which is
you can't claima horse and | eave the
racetrack during the neet until it's over. |
don't know that they are any snmarter than this
Board here. | don't think they are any
smarter at Hastings Park, where you also can't
do the sane thing. The problemis that
regardl ess of whether it's a short neet or a
| ong neet and they cone at the end, if the
scavengers conme and they claimthe horses, we
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are out of certain kinds of races. As it is
now, we have conditioned claimnng races, and
some of those fields at Holl ywod Park, for
exanpl e, they had -- they needed a fifth or
si xth horse. They had eight possibilities,
and six of those they found had al ready |eft
the State of California. Wat is going to
happen? W are going to end up with no
claimng races. W are in -- | knowit's
difficult, I know you guys can't nmke it
mandatory for people to buy horses out of
state. | think it should be encouraged. |
think the racetracks should offer $1,000 or
$2,000 for every out-of-state horse that cones
here and gets one start, not upon shipping in,
but if they intend to race here. And | don't
know | egal | y what you can do to stop it, but I
do know that this is a huge problem and the
truth is that horse racing is in dire
strai ghts right now because of the size of the
fields. Less betting neans | ess purses, and
that affects all of us. |It's already started,
and this trickle-down effect is getting deeper
and deeper, and it needs to be stopped now
CHAI RMAN LI CHT:  You say 12 horses in
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April. Are you sure? That sounds like an
awf ul 'y hi gh nunber.

DR STEIN: It's 12; that's the exact
nunber. | actually can get you those. Nobody
seens to want to talk about it. They don't
seemto want to tal k about which trainers
clainmed them but the facts are -- they showed
up at other places in the country.

VI CE CHAIRMAN HARRIS:  Is that just in
the south or is that also in the north?

DR, STEIN. |I'mtalking strictly here
in Southern California.

VI CE CHAI RVMAN HARRIS: | woul d
predict it's even higher in the north.

CHAI RVAN LI CHT: So that woul d have
been right at the end of Santa Anita then,
because they couldn't have been clai ned at
Hol | ywood Par k.

DR. STEIN. That's exactly right.

And the thing is, John, not to
di sagree, in Northern California, many of
those horses are sold. | know there is
not hi ng you can do about horses being sold,
because if you have a horse that you don't
want to continue on with, and someone shows up
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from Mount ai neer Park and wal ks t he
backstretch, they are going to buy six or

ei ght or whatever they can find at the tine,

and if they've got value -- look, I'mnot --
you know, | sold a horse that | was going to
put in a $62,500 clainmer for $100,000. | owed

it tom clients to get themthe $100, 000
because it was the right business decision
Looki ng back on it, though, I'mnot al one
there. But I'mtalking about when you have no
choice. To run a claimng horse here, if
anybody claims it, that's fine; it stays here
and runs. That's what we expect to happen.
But to | ose our good high-priced claimng
horses, and we are doing it, and you are
seeing it all the tine, it's making five-horse
fields the rule and not the exception

And | don't know the answers, as |
mentioned, but | think if the CHRB works on
it, they will conme up with something, at |east
nore hopeful than what our situation is now

VI CE CHAI RVAN HARRI S:  Well, | think
we need to try to keep these horses here. The
only problem woul d be, and we need to research
it, isif we are violating interstate conmerce
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i ssues and things like that. It |ooks |like we
are probably doing that now with the current
rule now But clearly it's bothersone, right
at the end of these neetings, |ike at Bay
Meadows, | think there were nunerous horses
clainmed to go out of state.

CHAI RMAN LICHT: | would like to see
the staff and Derry work on a rule for our
next nmeeting that we can at |east propose and
see how rmuch further we can take this rule to
protect our horses. | agree w th Roger
We need to do something, or we're going to
lose -- | mean 12 in one nonth is way too
many.

Ri ck, or do any of you guys have any
statistics or coments on it?

MR. BAEDEKER: Ri ck Baedeker
Hol | ywood Park. We don't have any further
statistics. W supported this rule change
three years ago at this neeting, so we
continue to be supportive of a change that
woul d cut down the nunber of horses being
taken out of California.

CHAI RVAN LICHT: Do you agree that it
is as significant as Roger Stein says?
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MR. BAEDEKER: Yes, | do agree it's as
significant. |1'mtold that the nunber of
horses being sold privately versus those being
claimed is increasing. So we can pass a
strict regulation and still not solve the
probl em

CHAI RMAN LI CHT: We can hel p, though.

DR. STEIN. If | could say one nore

thing. | went to Florida and bought three
or -- clainmed three or four horses. | was
told by the race secretary, well, you know,

the neet is winding down, and it would be
okay. It was okay until three or four horses
were clainmed, and then the trainer who | was
claimng the horses through told nme that if he
cl ai e anot her horse that | eaves the state, he
woul dn't get any stalls. So that's the way
they do it in Florida. Now, | know around the
country, things are different. | know the
Meadowl ands has rules like that, and | don't
think it's wong that we should have the sane
kind of rules here, so that a trainer who is
going to take $1,000 or $2,000 to claima
horse that he knows is going to New York and
he knows it's hurting our program he should
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know that there is sone penalty to pay, and
that woul d be naybe he ought to not get
stalls; maybe he ought to have to ship in from
a farmor ship in froma training site or
sonet hi ng, and maybe it woul dn't happen, and
he woul d | ook and say there is a deterrent
here, at |east, because sonebody has to be
responsi ble. You can't stop themfrom selling
a horse certainly, but there's got to be
sonet hi ng done now. You can't nake it
mandat ory that people bring horses in from
ot her parts of the country, and we're |osing
our claimers. And, I'mtelling you, within
siXx nmonths to a year, it's going to be an
enmergency. |It's not going to be funny.

EXECUTI VE OFFI CER WOOD: Well, at your
direction, M. Chairman, we will continue to
work on this. We will work with Derry with
constitutionality problens or |ack of problens
and | ook across the country, and at the August
nmeeting we'll present sonmething for public
di scussion to the Board that's maybe an answer
to try to hel p you address the problem

CHAI RVAN LI CHT: Thank you.

Okay. Item12. This is the comittee
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of Conmi ssioners Landsburg and Harris | ooking
at |icensing requirenents.

COW SSI ONER LANDSBURG. It is
interesting to us that we have not received a
single comrent on the |license application from
the racetracks. Therefore, we are
free-wheeling it, and we have not received in
two nonths of neetings one suggestion from
anyone who is unhappy with the Iicenses, but
we are going to be adding points into the
Iicenses that involve security, that involve
ADW processes, that will encourage better
tel evi si on coverage of the races for the
purpose of identification of fouls, and better
backstretch security that would involve the
necessity to have video at every barn

But we'll be back with you next nonth.
Si nce none of you care to nake a coment on
how to inprove the license, we will just do it
our sel ves.

CHAI RMAN LI CHT: Okay. Thank you.

As far as staff's report on the
concl uded race neets, John, | have a
prelimnary question. On the Santa Anita neet
that ended in April, why are we just doing a
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report nowin July? 1Is that our fault, Santa
Anita's fault or --

MR. REAGAN:. John Reagan, CHRB staff.

M. Licht, it really had to do nore
with just the agendas. W had rather |ong
agendas. We thought we would just put off
that report until we had a better placenent
for it. That's really about the size of it.

CHAI RVAN LI CHT:  Okay.

MR, REAGAN:. Looking at the summary of
the three neets we have, as was indicated, the
Los Angel es Turf Cl ub, December 26th to
April 20, and the San Joaquin Fair, as well as
the Al ameda County Fair, the L. A Turf C ub
nmeet had a bit of a rough tinme. The
i nformati on you have here in front of you is
what | refer to now as the traditional handle,
but even when you add back in the $40 million
i n account wagering, the ADW handl e, the
percentages would still be down. And, of
course, we notice that the off-track
percentages are fairly significant, so we'l
continue to track that.

We did see a good neet at the opening
of the fair at San Joaquin, up a couple of
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percent even on-track, although we did see
some off-track decrease. |In this case, when
we add back in the account wagering, the
percentages in total of course go up. The
same numbers for the on-track and off-track
And, once again, here finally with the Al aneda
County Fair, down sone percentages, fairly
significant there, on-track and off-track

And, once again, adding back in the account
wagering doesn't nmake it whole, so we would
still be seeing m nus nunbers here. And, once
agai n, we haven't seen anything that's really
going to turn the program around yet.

VI CE CHAIRMAN HARRI'S:  |'m not sure,
John, on these nunbers where ADWis added
back. | nean are you just saying that or
are --

MR. REAGAN. Yes. The nunbers, as we
have it here today, are what | referred to as
traditional handle. W want to continue to
track that. And what we'll probably do in
future reports is add an additional line to
the summary pages where we have total handle
and then we'll have furl ough handle, plus ADW
and a percentage there.
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VI CE CHAI RMAN HARRI'S: | think we need
to do that. And you should also do that as
far as the revenues to the various parties
how -- that's really the nost inmportant is how
the revenues cane back, including everything.

MR, REAGAN: Right. And | think at

this point, we are still seeing situations
even where -- even when we add it back in, we
are still seeing m nus signs.

VI CE CHAI RVMAN HARRI'S: Could we get it
in future reports? | nmean it's bothersone not
to have it there because if you want to
analyze it, you've got to have it there.

MR, REAGAN. Certainly. W can do

t hat .

CHAI RMAN LI CHT: Any questions or
comment s.

John?

MR. VAN DE KAMP: John Van de Kanp,
TOC. It is a distortion really not to include

the ADWin here, because it makes the entire
picture | ook nuch worse than it is, and it is
bad enough as it is.

I had just a couple of little
observations. In |ooking through these
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nunbers, and it's true that at all of these
sites, if you | ook at the percentage of the
handl e that is going to comr ssions and then
to horsenen's revenue, it has gone down about
a quarter of a point since 2000, and that is
explained, | think, primarily because with the
advent of our ability to bet on out-of-state
races to a greater extent than before, the
i nterest of our bettors, | think, has turned
away fromour betting in California because of
the short fields, and it is going el sewhere,
and that has a big inpact on the percentage of
the handle that is going to comm ssions and to
purse revenues.

The second comment is this. |[|f you
| ook at Al aneda County and their fair this
year, they are down about $100, 000, at |east
in the handle that's reported here. The purse
revenues -- strike that. The purse revenues
are down about $100,000. And we are told that
they are overpaid -- overpaid at that fair by
sonmewher e around $110, 000, which is bad news,
because the fair has to eat that. And why is
that? Wy did that happen this year? | think
one can |l ook to a non-concurrent Monday, where
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they ran, | believe it was, around -- | may
have the dates wrong -- but around June 27th,
in that vicinity, where they ran al one and
this was no racing in the south. $70,000 or
so of the overpaynent really resulted because
of that day. And | only raise this because
when we get into the racing dates issue, which
| believe will start tonorrow, they are com ng
in again and asking to run on a Monday, where
there is no concurrent racing in the south.

Enough sai d.

CHAI RVAN LI CHT: All right.

MR, KORBY: Chris Korby, California
Aut hority of Racing Fairs.

"Il be brief here. | know everyone
has been here a long tine.

We do have sone ADWfigures to add
back to the first two fairs on this report,
San Joaquin and Al ameda. The ADW handl e
figures we have for San Joaquin Fair at
Stockton total 1.6 million, which added back
to the traditional total, as John is referring
toit, meant that they handled a record handl e
this year, higher than any previous year.
Their previous record had been in 2000, when
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they handl ed sone 15.9 million. This got them
up 10 percent over that.

And with respect to the Al aneda County
Fair, the ADW handl e was about 2.2 mllion,
whi ch put their handl e overall up about
probably three percent. So we think that ADW
is contributing significantly to the success
of fair racing.

Wth respect to M. Van de Kanp's
comments about Al aneda County Fair, we are
taking a close |look at that purse situation.
There will be representatives of the fair here
tomorrow to speak to the dates' component of
that. Once we have | ooked at what the reasons
were for that overpaynent, we'll be glad to
share that information with anyone.

VI CE CHAIRMAN HARRIS: |'mnot sure if
it's just the nmechanics of those
overpaynents. |If they are short, you know,
basically overpaid, the fair actually has to
absorb that cost. That is not pushed forward
to the next year or anything?

MR, KORBY: Typically, it depends on
the amobunt. There are provisions that it can
carry over.
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VI CE CHAIRVAN HARRI S: | can see
where -- | nean | would be concerned that it
wasn't a very good date, but | don't know if
TOC was really thinking that clearly if this
was really a transfer of 70,000 from Al aneda
County Fair to the horsenen, if that was
really that bad for horsemen. It nmight have
been bad for Al ameda County Fair, but --

MR. KORBY: That's a question that |
will let them answer.

MR. VAN DE KAMP: M. Chairman,

M. Harris is correct. | think the horsenen
of course made out, but that's not the way you
should run a railroad, and it's bad news for
the fair, and, frankly, we try to gauge it at

all times so that we cone out even at the end

of the day.
VI CE CHAI RMAN HARRI'S: | think the
bi gger problem would be whether -- if they

gauged whether if that 70,000 was made up in
ot her purses, it could have paid out another
dat e.

MR LI EBAU. Jack Liebau. 1 just
want to point out one thing is why the purses
are one factor -- why the percentage going to
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purses and conmi ssions is going down in

Northern California is that the stabling and

vanni ng fund has been raised from.7 to .94 in

order to generate noney for the Wrkers

Conpensati on,
finite nunber,

t hat causes the other

and so that

and of course the take-out is

is definitely a factor that is

i mpacting both purses and conm ssions on a

per cent age

basi s.

VI CE CHAI RMAN HARRI S

i nteresting that,

these different Wrkers

| ack of --

you know, al

Yeah, it was

you know, despite al

Conmp probl ens and

the different

probl enms, that the starts did go up at both

Al ameda and San Joaquin County Fair, which

t hi nk was encour agi ng.

MR.

percentage in the report,

about nine percent over

KORBY:

If you |l ook at the

San Joaquin is up

| ast year in total

starters, and Alanmeda is up about five

percent .

CHAI RVAN LI CHT:  Ckay.

comments on this?

Al

right.

Thank you,

Any nore

John.

a

so if you raise one percentage,

percentages to go down,
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Any general business? Any old
busi ness?
Al right. This neeting is
adj our ned.
- 00o-
(Wher eupon, the neeting was

concluded at 12:45 p.m)
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REPORTER S CERTI FI CATE

I, LESLIE A. TODD, a Certified
Short hand Reporter and Regi stered Professiona
Reporter, do hereby certify:

That said California Horse Racing
Board, Regul ar Meeting, was taken before ne at
the time and place set forth and was taken
down by me in shorthand and thereafter reduced
to conmputerized transcription under ny
direction and supervision, and | hereby
certify that the foregoing hearing is a full
true and correct transcript of ny shorthand
notes so taken.

| further certify that | am neither
counsel for nor related to any party to said
action nor in anyw se interested in the outcone
t her eof .

IN WTNESS WHERECF, | have hereunto
subscribed nmy nane this 8th day of August

2003.

LESLI E A. TODD
CSR 5129 and RPR
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