STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, GOVERNOR

¥ CALIFORNIA HORSE RACING BOARD
1010 HURLEY WAY, SUITE 300
SACRAMENTO, CA 95825

(916) 263-6000

FAX (916) 263-6042

REGULAR MEETING

of the California Horse Racing Board will be held on Thursday, February 28, 2008,
commencing at 9:00 a.m., at the Arcadia City Hall, 240 West Huntington Drive, Arcadia,
California. The meeting will open at 9:00 a.m., then the Board will adjourn into Closed
Session with the regular meeting commencing at approximately 10:00 a.m. or as soon as
the Closed Session concludes.

AGENDA

Action Items:
1. Approval of the minutes of the regular meeting of January 16, 2008.

2. Discussion and action by the Board regarding reconsideration of its action to extend the
license granted to the Sacramento Harness Association (H) at Cal-Expo to conduct a
harness racing meeting commencing January 24, 2008 through March 27, 2008, inclusive.

3. Discussion and action by the Board on the Application to Conduct a Horse Racing
Meeting of the California Exposition and State Fair (H) at Cal-Expo, commencing
March 6, 2008 through August 2, 2008, and September 11, 2008 through December 20,
2008 inclusive.

4. Discussion and action by the Board regarding the request of the Los Angeles Turf Club
for modifications of its racing days at the current December 26, 2007 through April
20, 2008 race meeting at Santa Anita.

5. Public hearing and action by the Board on the adoption of the proposed amendment to
CHRB Rule 1420, Definitions, to provide a definition of an alternative claiming race, and
the proposed addition of CHRB Rule 1634, Alternative Claiming Race, to provide the
conditions under which a horse may be entered in an alternative claiming race.

6.  Public hearing and action by the Board on the adoption of the proposed amendment to
CHRB Rule 1844, Authorized Medication, to establish levels and add stanazolol,
nandrolone, boldenone and testosterone to the list of drug substances, one of which, may be
permitted in the official urine test sample.

7. Public hearing and action by the Board on the adoption of the proposed amendment to
CHRB Rule 1849, Nerving, to prohibit nerved horses from the grounds of the racing
association; from entry in a race; or from being sold or offered for sale on the grounds of a
facility under the jurisdiction of the Board; and the proposed repeal of CHRB Rule 1850,
Posterior Digital Neurectomy and CHRB Rule 1851, List of Nerved Horses.



10.

11.
12.
13.
14.

15.

16.

17.
18.
~ the Bay Meadows Racing Association in the amount of $46,182 to four beneficiaries.

19.

20.

-
Public hearing and action by the Board on the adoption of the proposed amendment to
CHRB Rule 1865, Altering of Sex of Horse, to provide that a horse shall be scratched if
the true sex of the horse is not listed on its certificate of registration on file in the racing
office by scratch time for the race in which the horse is entered.

Report and update from representatives of the Pacific Coast Quarter Horse Racing
Association regarding the status of the quarter horse toe grab study.

Report of the Pari-mutuel/ADW and Simulcast Committee Meeting.

Discussion and action by the Board regarding the proposed addition of rules to
implement AB 241, Statutes of 2007, which allows the addition of 15 minisatellite
wagering facilities in each California racing zone.

Discussion and action by the Board regarding CHRB Rule 1606, Coupling of Horses.

Discussion and action by the Board regarding the feasibility of adding a new wager
sponsored by the World Poker Tour.

Discussion and action by the Board regarding a proposal for a future book wager for
signature races held at each California race meeting.

Report and update from the Thoroughbred Owners of California regarding the status of
the California Jockey Welfare Corporation and the new health insurance that has
been implemented for eligible California jockeys.

Discussion and action by the Board regarding the proposal from the Thoroughbred
Owners of California to transfer the financial administration of unclaimed refunds,
used to provide health and welfare benefits to eligible California Jockeys pursuant to
Business and Professions Code Section 19612.9, from the CHRB to the California
Jockey Welfare Corporation.

Report and presentation from representatives of the San Mateo County Event Center
regarding their preparations for opening a Satellite Wagering Facility.

Discussion and action by the Board on the distribution of race day charity proceeds of

Discussion and action by the Board regarding the announcement of closed session Board
action, and roll call vote thereon, to hire an Executive Director (if necessary).

Public Comment: Communications, reports, requests for future actions of the Board.
"~ Note: Persons addressing the Board under this item will be restricted to three (3) minutes

for their presentation.
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21. Closed Session: For the purpose of receiving advice from counsel, considering pending
litigation, reaching decisions on administrative licensing and disciplinary hearings, and
personnel matters, as authorized by Section 11126 of the Government Code.

A. The Board may convene a Closed Session to confer with and receive advice from its legal
counsel regarding the pending litigation described in the attachment to this agenda
captioned "Pending Litigation," as authorized by Government Code section 11126(e).

B. The Board may convene a Closed Session to confer with and receive advice from its legal
counsel regarding the pending administrative licensing or disciplinary matters described
in the attachment to this agenda captioned “Pending Administrative Adjudications,” as
authorized by Government Code section 11126(e).

C. The Board may convene a Closed Session for the purposes of considering applicants for,
and action to appoint, an Executive Director for the California Horse Racing Board.
Closed session authorized by Government Coe section 11126, subdivision (a).

Additional information regarding this meeting may be obtained from the CHRB Administrative
Office, 1010 Hurley Way, Suite 300, Sacramento, CA 95825; telephone (916) 263-6000; fax (916)
263-6042. This notice is located on the CHRB website at www.chrb.ca.gov. *Information for
requesting disability related accommodation for persons with a disability who require aid or
services in order to participate in this public meeting, should contact Jacqueline Wagner.

CALIFORNIA HORSE RACING BOARD
Richard B. Shapiro, Chairman '
John C. Harris, Vice Chairman -
John W. Amerman, Member
John Andreini, Member
Jesse H. Choper, Member
Marie G. Moretti, Member
Jerry Moss, Member
Richard Bon Smith, Acting Executive Director
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PROCEEDINGS of the Regular Meeting of the California Horse Racing Board held at the
Arcadia City Hall, 240 West Huntington Drive, Arcadia, California, on January 16, 2008.

Present: Richard B. Shapiro, Chairman
John C. Harris, Vice-Chairman
John W. Amerman, Member
John Andreini, Member
Jesse H. Choper, Member
Marie G. Moretti, Member
Jerry Moss, Member
Richard “Bon” Smith, Assistant Executive Director
Derry L. Knight, Deputy Attorney General

MINUTES

Chairman Shapiro asked for approval of the minutes of the Reguiar Meeting of November 29,
2007. Vice—Chairman_ Harris stated on page 12 of the minutes he was quoted as stating trainers
sﬁould be notified of a proposed regulation so trainers could change their regiments two or
three weeks out. He stated that should be two or three months out. Chairman Shapiro said the
minutes would be arﬁeﬁded to reflect Vice—Cﬁairman Harris’s correction. Commissioner
Moretti motioned to approve the minutes of the regular meeting of November 29, 20(572 as
amended. Commissioner Amerman seconded the motion, whichb was unanimously carried.
Chairmah Shapiro asked for approval of the minutes of the regular meeting of December 14,
2007. Commissioner Choper motioned to approve the minutes of December 14, 2007.

Commissioner Moss seconded the motion, which was unanimously carried.
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DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO CONDUCT
A HORSE RACING MEETING OF THE BAY MEADOWS RACING ASSOCIATION
(T) AT BAY MEADOWS, COMMENCING FEBRUARY 4, 2008 THROUGH MAY 11,
2008, INCLUSIVE. ' ,

Jacquéline Wagner, CHRB staff, said Bay Meadows Racing Association (BMRA) proposed to
run 70 days, for a total of 593 races. BMRA proposed to run a Thursday through Monday
race week to coivncide with the Santa Anita race week, and Wednesday through Sunday during
Hollywood Park’s live meeting. The first post time would be 12:45 p.m., daily, and 7:20
p-m. on Fridays through May 9, 2008. The advance deposit wagering (ADW) providers
would be TVG, YouBet, XpressBet and Twinspires. Ms. Wagner added the horsemen’s
agreement was cbmpleted.} >Chairman Shapiro said he understood the application matched
BMRA’s racing schedlile with Southern California racing. He asked if BMRA would like the
application to provide the flexibility to run Thursday through Monday during Hollywood
Park’s live meeting if it continued running concurrent with Santa Anita. Bernie Thurman of
"~ BMRA said her organization would like the flexibility to run whenever Southern California
was running. Chairman Shapiro said the license would be amended io provide that BMRA
cduld <match the Southern California racing schedules. He noted BMRA would run ten races
on four promotional days. Ms. Thurman said if the field sizes were sufficient, BMRA would
run the Bl Camino Real Derby, Bay Meadows Handicap Day, Kentucky Derby and closing
Saturday. Mike Ziegler of BMRA stated his organization was operating under the assumption
that Bay Meadows was not closing; however, if BMRA were informed the racetrack would
élose, there would be a bit of entertainment to end the meeting. Commissioner Amerman
stated he understood the proposed meeting would be the last at Bay Meadows. He asked what

had changed. Mr. Ziegler stated nothing had changed, but he did not want to believe Bay
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Meadows was closing until the bulldozers were there. Commissioner Amerman stated he was
interested in BMRA’s marketing plan, which seemed to remind fans that it was their last
chance to go to the track. He asked why BMRA did not try a meeting with free attendance, so
the industry could learn from the experience. Mr. Ziegler said every vSunday BMRA sent a
thousand free Turf Club and food passes to its best customers. He added many of the
cusfomers probably never had an opportunity to try the turf club. Jack Liebau of BMRA said
his organization tried “free days” many times, but he did not believe free admission was
something speéial that attracted customers. He added BMRA was monitoring what was
happening at Santa Anita with regards to Mondays, and it would expand on the idea if there
were positive results. Chairman Shapiro asked if BMRA would use all the ADW providers
that were licensed in California. Ms.’ Thurman said that was correct, and added TVG would
provide exclusive television coverage. Chairman Shapiro asked if there was anything about the
ADW agreements that could causeqa problem with the operation of the meeting. Ms. Thurmén
stated she was not aware of anything that C(;ﬁld cause a problem. Chairman Shapiro asked if
the Thofou_ghbred Owners of California (TOC) had aﬁy issues with the horsemen’s agfeemeﬁt.
Drew Couto of TOC said there were no issues with the horsemen’s agreement. Commissioner
Moretti motionedk to approve the application for license to conduct a horseracing meetihg of
BMRA. Vice-Chairman Harris seconded the motion. Jerry Jamgotchian, a horse owner,

spoke about his concerns regarding Bay Meadows. The motion was unanimously carried.
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- DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO CONDUCT
A HORSE RACING MEETING OF THE SACRAMENTO HARNESS ASSOCIATION
(H) AT CAL-EXPO, COMMENCING JANUARY 24, 2008 THROUGH AUGUST 2, 2008,
INCLUSIVE. '

Chairman Shapiro said the Sacramento Harness Association (SHA) application was previously
heard at the December 2007 Regular Board Meeting. The Board issued a license that would
expire on January 20, 2008. At that time the Board determined which required items were
missing from the application, and it expressed its concern regarding the financial condition of
SHA. In the intervening period, SHA’s landlord, Cal-Expo, reduced the rent it charged the
association by $30,000 a month. SHA also provided the Board with a lettér that outlined other
initiatives it would take to improve its financial structure. Chairman Shapiro stated he did not
wish to see harness racing disappear in° Sacramento, but’ SHA still had not complied with all
the Board’s conditions for license. SHA had not submitted an audited financial statement and
there were other concerns. It appeared the current paymasterl aécount' was being used to fund
operétion of SHA,-Which raised questions regarding the ability of the association to continue
;operavting if the horsemen withdrew their funds. Chairman Shapiro stated he thought the law
iﬁtended that the funds were for those people that won purses and weré entitled to the money.
He added he learned that Rod Blonien had been retained by SHA as a lobbyist, and that Dr. Ed
Allred of Los Alamites was willing to provide the Board with é security deposit of up to
$500,000 for any issues or claims that could arise from a default by SHA. Dick Feinberg of
SHA stated his organization secured a commitment from Dr. Allred fbr a $400,000 léttér of
credit. The bank and Dr. Allred indicated the letter of credit could be structured so the Board
would be the beneficiary. Chairman Shapiro asked if the rent adjustment required Cal-Expo

would be first in priority if there were a claim against the security deposit. Mr. Feinberg
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stated the Board could dictate to the bank how the letter of credit would be structured. He
added the Cal-Expo 'reﬁt reduction would result in a savings of approximately $210,000 for the
period of the SHA license. Mr. Feinberg said there had been some unusual activity in more
than normél Withdrawalé from the purse pool. However, the California Harness Horsemen’s
Association (CHHA) indicated it would guarantee funding of any overpayment at the
conclusion of the SHA meeting. The overpayment was currently as much as four hundred
thousand dollars. At the end of 2006 the overpayment was $1.2 million, so SHA had made
signiﬁcant progress in paying it down. Mr. Feinberg stated SHA also had a $100,000
ihstrument of credit on file with the Board, so it felt it could cover any,suciden withdrawals on
the purse account. Chairman Shapiro asked if the paymaster could cover with withdrawals if
every horseman were to close their. accounts, Did SHA have enough cash on hand to meet
such demands? Ivan Axelrod of SHA said he was nét sure there was enough cash to cover the
amount, which would be approximately $350,000. However, SHA would make those
payments to the horsemen by accelerating receivables that were 30 to 90 days out. Chairman
Shapiro stated he did not have an updated balance sheet. He only had a profit and loss
statement, which was a projection of January through July 2008, and Athe last balance sheet he
received did not show sufficient liquidity. Mr. ‘Axelrod said the horsemen left cash in their
purse accounts so they could draw it out as needed. T hth meant the horsemen’s purse accounts
often held up to $800,000. Chairman Shapiro stated his concern was that SHA had the
financial wherewithal to meet all its obligations, He added the Board needed to adopt
standards regarding the financial capabilities of racing associations in general, but his

immediate concern was the monies in the purse accounts was not SHA’s; it belonged to the
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horsemen. Because of SHA’s cash flow it was using the horsemen’s monies to fund
operations. The Board had to consider if that was right, and what would happen if, at a certain
point, there were not enough cash on hand. The Board was obligated to ensure its licensees
were sufficiently capitalized. Mr. Feinberg said if SHA did not have enough cash the CHHA
would accelerate its payment. In addition, SHA owed the horsemen approximately the same
amount it Wés overpaid in purses. Vice-Chairman Harris asked if the CHHA had sufﬁcient
capitol to make such payments. Jim Perez of CHHA said he did not know if his organization
has such funds available. He stated the CHHA board also expressed its concerns to the SHA
regarding the racing association’s ﬁnances. SHA responded that with deposits and the
overpayment it could make everything whole. ' Vice;Chai,rman Harris ésked if the CHHA had
any assets such as a reserve account. Mr. Perez said CHHA had a workman’s compensation
account and a welfare fund, but no reserves. He stated CHHA probably ﬁad a little less than
$300,000 in its accounts. Chairman Shapiro said he spoke to Ben Kenny, the president of
CHHA, who said there was far less than $300,000 in the account. He stated the Board wanted
to keep SHA viable, but even with Dr. Allred’s letter of credit, and the Cal-Expo rent
concession, SHAvwas still thinly capitalized. Mr. Feinberg said SHA was rﬁnning on thin
margins, but it believed it was sufﬁciently capitalized aﬁd could survive a run on the purse
accounts. SHA could pay its‘bills and operate a race meeting for the period of the application,
which ended August 2, 2008. Chairman Shapiro said SHA’S projections for January through
July 2008 showed a net income of $7,000 through the end of that period. Mr. Feinberg said
there were a number of cost-cutting measures that were not included in the projections,

including cuts in payroll and operating expenses. He stated SHA believed the measures would
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not affect revenue generation. Commissioner Andreini said he understood Cal-Expo wanted to
be the beneficiary of Dr. Allred’s letter of credit, rather than the Board. Mr. Feinberg said
that was correct, but SHA informed Cal-Expo that it would not be acceptable to the Board.
Commissioner Andreini asked if there was a way for SHA to combine forces with Cal-Expo.
Mr. Feinberg said that was discussed, but would be difficult to accomplish before August
2008’. Commissioner Choper asked if the Board could approve a license without possession of
a current audited balance sheet. Chairman Shapiro said that was possible. He asked when
SHA would provide an audited balance sheet. Mr. Feinberg stated SHA would have an
audited balance sheet by March 1, 2008. Commissioner Choper asked to what extent did the
$400,000 ietter of credit guarantee that cash would be available to cover any of SHA’s unpaid
expenses. Chairman Shapiro stated SHA had the letter of credit and $100,000 in an account
for the Board to draw ilpon for any SHA defaults or liabilities. Whether a half million dollars
- was sufficient was another issue to be considered. Vice-Chairman Harris said he was not
happy with the Board being put in the position of a bankruptcy trustee. That was not the
Board’s func’tion. If SHA were to default, it should go into Chapter 11 and get an
administrator. Chairman Shapiro stated he thought the Board’s role would be to hold the
money and make it available for an administrator. The Board would not decide whom to pay;
it would simply have the financial security on hand. Chairman Shapiro stated he questioned
the prudence of licensing an association that did not have the financial ability to support a race
meeting. Commissioner Choper asked what sort of reserve was needed for the payment of
expenses. Chairman Shapiro stated the Board had never dealt with the issue. He said the

Board required Hollywood Park to post a million dollar bond because it was a shell company
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with no ‘assets. However, the Board never resolved the issue so it could tell an association the
minimum security it needed to operate a meeting. Commissioner Choper asked if that were the
case, how w()uld SHA know what it needed? Chairman Shapiro said when SHA was first
licensed the Board required a half million dollars in security. At that time SHA was able to
post the money. Now, however, SHA did not have the funds and it was working to put
together the required security. Commissioner Choper stated it seemed the Board had relatively
- few choices, as it would be very had to give assurances to vanyone uhder the current
circumsfances. Commissioner Andreini asked if Cal-Expo running the meeting was a
possibility. Chairman Shapiro said Cal-Expo had a lease with SHA and did not wish to
interfere with an ekisting contractual relationship to where it could take on some legal liability.
He stated he believed Cal-Expo wanted harhess facing to continue, and he added he personally
relayed to the parties that the best answer might be if‘Cal—Expo became the licensee and
contracted with SHA to operate the meeting. Dave Elliott of Cal-Expo said his board
underétood it was not going to be the beneficiary of the $400,000 letter of credit. Cal-Expo
supported harness racing and it stood‘ready to support the industry. SHA did have some
financial difﬁcultiés, but it was a good tenant, and Cal-Expo had confidence SHA would
continue with its operations regar;ileyss of its bpttom line in July 2008. The Cal-Expo board

would remain constant in its support of the harness industry.

DISCUSSION AND POSSIBLE ACTION BY THE BOARD OF OPTIONS TO CONDUCT
HARNESS RACING IN CALIFORNIA IN 2008.

Chairman Shapiro said he understood Vallejo was no longer in the running to operate a harness

meeting, so it appeared the only viable place was Cal-Expo. Ivan Axelrod of SHA stated at
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the present tirhe Cal-Expo was the ’facility that would house harness racing into the future. Tov
SHA’s knowledge there were no other racetracks that were viable. SHA was formed in 2005
as a nothor-profit organization with the goal of helping the harness industry. SHA’s bylaws
required that 100 percent of its profits would go to: 1) charities in the Sacramento area, 2)
additional purse money for horsemen and 3) additional money for investment in the physical
plant at Cal-Expo. That meant SHA would never accumulate more reserves than it had on its
first day of operation. SHA expected to operate that way for three years, and Mr. Axelrod
said he believed it could. However, such a structure was not practical if there were
emergencies, so SHA needéd to be recapitalized with an opportunity for persons who invested
in such capitalization tb receive a return.  Additionally, under the correct conditions, Cal-Expo
could become the operator. Mr. Axelrod commented if SHA received its license it would
begin negotiating with Cal-Expo on how it would structure itself and deal with issues such as
capitalization. Vice-Chairman Harris said he received feedback from Cal-Expo regarding the
rent issue. He stated the Board did not care what rent SHA paid; instead, it wanted a viable
racing association. Chairman Shapiro said he also heard about the rent. The Board was not
trying to tell Cal-Expo what to do. It was looking for a solution to SHA’s financial problems.
The financials that SHA presented to the Board indicated rent was the largest line item. It did
not appear SHA could afford the rent, and without some reduction in its operating expenses it
was unclear if SHA could remain viable. However, the decision to. reduce SHA’s rent was
entirely Cal-Expo’s to make. Mr. Axelrod stated SHA respdnded to the Board’s concerns by
reducing its operating costs by another $210,000, which included the rent reduction. SHA. also

obtained a $400,000 letter of credit, and it was looking at further cost reductions by reducing
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employee salaries for the next six months. SHA wanted to be fair and reasonable in its
financial projections, and’it believed it would make its payments and handle its operation
through August 2008. Commissioner Moss asked what was the Board’s liability if SHA failed.
Deputy Attorney General (DAG) Derry Knight stated the Board was a licensing entity, and
except for the letter of credit, it was not responsible for the debts of the operator. DAG
Knight commented the Board needed to make it-clear who the beneficiaries of the letter of
credit was, as it vwould not be the Board. Presumably, the letter of credit would be used to pay
any debts that were unsatisfied. Commissioner Moss asked what was the harm if, after
clarifying who benefited from the letter of credit, the Board approved the license and later
promulgated financial criteria for all applicants. Chairman Shapiro said he did not know if
there was any harm, but did the Board want to license SHA knowing its financial situation?
CommissionerVAmerman said he understood an audited financial statement would be ready by
March 1, 2008. Perhaps SHA could be licensed through March 2008, and the Board could
revisit the issue. Coinmissioner Choper said he agreed. He stated he was interested in
knowing what the results of the current operation would be, and to what extent the $400,000
letter of credit would do to protect the operation until August 2008. Commissioner Amerman
séid he hoped the Board would réceive projections based on what would happen in January,
February and March 2008. He asked what programs SHA would have to change its structure.
Dick Feinberg of SHA said SHA would not be able to perform with another 60-day extension.
"The horsemén were looking for a sign that they had a place to race for a finite period of time,
and they would view an extension as a sign they needed to look for énother pléce to race.

There were numerous opportunities in slot-rich states. Mr. Axelrod said he agreed. The
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financial statemeﬁt SHA provided showed a slight profit from January 2007 through October
2007, and the last two months of 2007 were comparable. SHA also achiéved rent relief and
obtained a $400,000 letter of credit. Mr. Axelrod said if SHA broke even in January and
February 2008 he was not sure what SHA could show the Boafd in March 2008 that would
give the Board any more confidence. Chairman Shapiro stated in pervious conversations he
informed SHA it needed to provide the Board with a budget and a business plan fhat
deménstrated SHA was viable, and what it intended to do in the future. What the Board
received was a copy of a letter and a projection that was given to Cal-Expo, but did not
address the Board’s concerns. The Board had asked for audited statements for well over eight
months, but only received a letter from SHA stating it bad engaged an audit. Now SHA was
telling the Board that all the horsemen would leave if the current licénse were extended by 60
- days so SHA could provide the requested materials. Chairman Shapiro asked if SHA was
telling the Board either do what SHA wanted or call it a day? Mr. Feinberg stated SHA told
~ the Board in December 2007 it had contracted for audited financials. However, it was never
clear that was sufﬁcient Chairman Shapiro asked if Mr. Feinberg thought the Board, at its
December 2007 Regular Meeting and the eight proceeding months, was not clear in‘ its
insistence on‘receiving audited ﬁnaﬁcials? Mr. Feinberg said “yes.” Chairman Shapiro said
SHA sent staff a letter by fax that stated SHA had contracted for audited financials. However,
it still had not provided anything to the Board, other than what it provided Cal-Expo’s board,
and it was cvlaiming if its license were not approved until August 2008 all the horsemen would
leave. Mr. Axelrod said he believed SHA satisfied the Board’s requirements, and it was

possible the horsemen would leave. SHA was working on an audit. Mr. Feinberg said it was
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not possible to have an audit only 15 days after the end of the calendar year. Chairman
Shapiro stated SHA had not done an audit for 2006, let alone 2007. SHA could have given the
Board an interim statement. Mr. Feinberg said he was only trying to be candid when he stated
a 60-day extension would put SHA in jeopardy. Chairman Shapiro asked how many horses
SHA lost due to its last extension, which was only one month. Mr. Feinberg said SHA
probably lost a couple dozen horses. He added the pfOSperous stables would not stay if there
were uncertainty, and the hand-to-mouth stables had nowhere else to go. Chairman Shapiro
commented the future wés uncertain no matter what the Board decided. Mr. Feinberg agreed,
but he said at least the horsemen would know they had a season. Mr. Axelrod asked what the
balance sheet would have to show for the Board to license SHA through Augusf 2008. He
warned there would be ‘1ittle equity as SHA was only slightly profitable and did not have a
substantial net worth. Chairman Shapiro stated he did not think the balance sheet would show
anything, but it would not impact the license. The issue was SHA’s busihess plans for the
fature. The Board wanted to see that SHA was implementing some changes and putting a
business plan together. Chairmaﬁ Shapiro said the California Sires Stakes program offered the
largest purses, but appeared to go to a small group of horsemén, as there were less than 100
standardbred horses borﬁ in California each year. Was it not possible to get rid of the program
and redistribute the monies into overnight purses? Mr. Axelrod said that would take a change
in the law, and the breeders would not be happy. Chairman Shapiro stated SHA had to put
togethef a plan to show harness racing could be viable. Purses were part of the problem, and
'SHA had to do something to raise them to attract horsemen; otherwise, the Board was wasting

its time. Commissioner Choper asked what SHA’s bottom line was for the period September
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through December 2007. Mr. Axelrod said there would be a slight profit. If December were
not included, SHA probably made approximately $200,000. Commissioner Choper asked if
SHA believed the slight profit would continue. Mr. Axelrod said January through April were
SHA’s strong months. He added the average daily handle from all sources was $750,000 a
nighf. Commissioner Amerman said SHA was stating if the Board did not issue a license
through August 2008 the meeting would suffer. The Board had indicated it wanted to see
SHA’S business plan going forward. The problem Was an SHA management issue; not a
CHRB issue. It was up to SHA to tell the Board what would be ﬁappening with its meeting »in
the long term. Mr. Feinberg said he agreed. SHA’s plan was to survive until August 2008,
and then regroup. Commissioner Amerman said he did not have confidence fhat SHA would
survive until August 2008, so he would suggest the current license be extended for two
months. Chairman Shapiro motioned to extend the current SHA license for a period of 60
days (through the end of Myarch' 2008) to be reheard tb consider further licensing. And that as
a condition of such licensing, Athere be at least $500;000 in security in a form that is
satisfactory to the Board. In the intervening peridd an audited balance sheet and income and
profit and loss statement must be provided. In addition, SHA must provide the Board with an
updated budget that included all SHA’s cost savings. Chairman Shapiro commented the Board
would also entertain the idea of another operator or plan that would provide more financial
security. Commissioner Choper said if the license was extended for two months he would be
willing for the Board to givé assurance that the license would be extended to August 2008 if
SHA continued to operate without a loss and there was up to $500,000 in ﬁnaﬁcial security. |

Chairman Shapiro said the Board had not seen numbers demonstrating the last four months
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were profitable for SHA. However, he agreed with the sentiment and believed the Board
wished to keep SHA in business. Hopefully, SHA would provide the information and a plan
that would allow the Board to extend its license through August 2008. Commissioner
Amerman seconded the motion.  Vice-Chairman Harris said he was concerned about
payments to horsemen who earned purses that were being held by the paymaster. Those funds
did not really exist if there was a run on the bank. Was that a violation of horse racing léw or
the Board’s regulations? bAG Knight said the segregatidn of funds was a issue that was not
clear. Board Rule 1470, Accounting Practices and Responsibility, required every association
to maintain, in an approved depository, amounts deducted from the pari—mqtuel handle, which
were retained for purposes including purses and breeder’s awards. There Was an issue if the
funds were not retained. Mr. Feinberg said all SHA’s obligations were covered. In December |
about a half dozen checks were covered the second time they were submitted for payment, but
that was due to tiining, as funds were receivedkfrom one entity into the purse account during
the holidays. Chairman Shapiro stated SHA should understand the Board was requiring it to
adhere to Rule 1470(a). Dave Elliott of Cal-Expo stated his organization was ready to step in
and support the harness industry until Auguét 2008 if requested by SHA. Chainnan Shapiro
' ‘said the Board had serious concerns about the ongoing viability of SHA. It would make sense
for Cal-Expo to talk to SHA and return to the Board with a plan that would keep harness
running through August 2008. Jerry Jamgotchian, a horse owner, spoke about his concerns
regarding the SHA application. Chairman Shapiro restated the motion: the existing license
would be extended through March 30, 2008. vAs a requirement, by March 1, 2008, SHA

would provide the Board with an audited financial statement, and security of no less than
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$500,000 to the Board in a form that was satisfactory to the Board, to cover any debt. SHA
Would, also provide the Board with a business plan, projections and the results for the period of
January through February 2008, as well as results for September through December 2007.
The motion was unahimously carried. Chairman Shapiro asked SHA to inform the horsemen

that the Board wished to see harness racing continue.

DISCUSSION AND ACTION BY THE BOARD REGARDING THE PROPOSED
ADDITION OF CHRB RULE 1843.3, PENALTIES FOR MEDICATION VIOLATIONS
AND THE PROPOSED AMENDMENT TO CHRB RULE 1843.2, CLASSIFICATION
OF DRUG SUBSTANCES.

Jacqueline Wagner, CHRB staff, said in September 2007 the Boérd adopted the proposed
rulemaking. The regulations were submitted to the Office of Administrative Law (OAL) for
review, and on December 4, 2007, the OAL disapproved the rulemaking. Staff met with the
OAL attorney to discuss the issues, and subseciuently' made adjustments to the texts of the
regulations to address OAL’s concerns. Ms. Wagner reviewed OAL’s concerns with the
proposed regulations, and the changes made by staff to address thé concerns. She stated staff
recommended the Board direct staff to initiate a 15-day public comment period, after which the
rulemaking would return to the Board for adoption. Vice-Chairman Harris motioned to
instruct staff té initiate a 15—day public comment period for the proposed amendment to Rule
1843.2 and the proposed addition of Rule 1843.3. Commissioner Andreini seconda(i the
motion. Marsha Naify of Thoroughbred Owners of California (TOC) said her organization
agreed with most of the changes. Drew Couto of TOC stated Business and Professions Code
section 19517.5 stated with regards to class one, two and three violations, a hearing before the

stewards or a hearing officer at the election of the respondent was required. The proposed
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Rule 1843.2 and 1843.3 carried over the language regarding an administrative law judge. He
stated that was no longer the case under Business and Professions Code section 19517.5.
Deputy Attofney General (DAG) Derry Knight said under Business and Professions Code
| section 19715 there would stjll be the potential for the administrati?e law judge on appeal from
the Board of Stewards. Chairman Shapiro suggested the phrase: “in the case of appeéls only,”
could be inserted in the regulations after the adﬁlinistrative law judge. Guy Lamoihe of TOC
said in Rule 1843.3(a) the subsections referenced as (e) and (f) shquld be (d) and (e).
Chairman Shapiro said the changes Would be noted. Mr. Lamothe asked what the intention
was in striking subsection 1843.3(d). Ms. Wagner stated that was done at the suggestion of the
OAL attorney. Ms. Naify said under Penalty Class “A”, trainer’s second lifetime offense, the
maximum fine was $100,000. ‘She stated she understood the change in the trainer’s second and
third lifetime offense was triggered by changes in the law; however, TOC believed the second
lifetime offense should bek‘not more than $50,000. This was in keeping with the philosophy
that the maximum fines should be incremental. Vice-Chairman Harris said he thought the
Board should have the latitude to make the maximum fine $100,000, as the issue was Class
“A” violations with aggravaﬁng circumstances. Dr. Rick Arthur, Equine Medical Director,
said the issue did not have a great deal of weight, as theré were few such violations. To
resolve the issue the Board could make the maximum fine $50,000, as the second part of the
fine, which was the purse, could take the penalty beyond thé $50,000. Ms. Naify reviewed
three additional items: a typographical error; ‘changing “may” to “shall” regarding a written
warning for Category “D” penalties; and changing subparagraph 1843.3(j) to state the Board

may refer a licensee to the appropriate law enforcement agency if it suspected such licensee
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was in violation of State criminal statutes. DAG Knight stated he did not believe the last item
needed to be in the regulation as the Board currently had the ability to refer a licensee to the
appropriate law enforcement agency. Jerry Jamgotchian, a horse owner, spoke about his

concerns regarding the proposed regulations. The motion was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD REGARDING THE FEASIBILITY OF
AMENDING CHRB RULE 1606, COUPLING OF HORSES, TO ALLOW AN OWNER
WITH PARTIAL INTEREST IN TWO HORSES WITH DIFFERENT PARTNERS, TO
RUN UNCOUPLED IN THOROUGHBRED RACES IF THEY ARE TRAINED BY
DIFFERENT TRAINERS.

Chairman Shapiro said under the proposal if horse “A” was owned by one set of persons, and
horse “B” was owned by another group, with one owner in common, and the khorses were
trained by different trainers, the horses would not have to be coupled. Commissioner Moss
asked if a single owner with two different trainers would have to couple his horses. Vice-
Chairman Harris said the owner would have to coyuple his horses, but there were possible
_‘exceptions for stakes races. With the permission of the CHRB such horses could run
uncoupled. Vice~Cﬁairman Harris said there were a lot of partnerships, and though there was
little tying such parfnerships'together, they still had to run coupled if there was an owner in
common. Uncoupling in the case of such partnerships would provide more wagering interests.
Vice-Chairman Harris motioned to instruct staff to initiate a 45-day pﬁblic comment period on
a proposed amendment to Rule 1606, Coupling of Horses. Commissioner Andreini seconded
the motion, which was unanimously carried. Deputy Attorney Genefal (DAG) Derry Knight
suggested the item be referred tb a committee to develop language for a rule. That would have

the effect of focusing public comment on a specific proposal. Commissioner Moretti asked if
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there was a specific percentage of ownership required for uncoupling. Jack Liebau said he did
not think the proposal would be controversial because it would not be very helpful. He stated
e did not think there would be an expansion of entries due to uncoupling partnerships. Mr.
Liebau stated when Hollywood Park and Bay Meadows participated in the recent experiment in
uncoupling horses there were no complaints, and he thought the experiment was a success. It
certainly helped with field sizes in Nofthem California. Mr. Liebau said he thought there
should be a lot more latitude in uncoupling entries.‘ Vice-Chairman Harris said he favored
uncoupling horses? and his proposal was better than the current rule. He commented
Thoroughbred Owners of California (TOC) and California Thoroughbred Trainers opposed the
earlier proposal to end coupling. Drew Couto of TOC stated the current TOC board would
support the uncoupling of entries with common ownership - regardless of trainers. Chairman
Shapiro said the item would be referred to the Pari-Mutuel/ADW and Simulcast Committee for
further examination. Jerry Jamgotchian, a horse owner, spoke about his concerns regarding

uncoupling of horses.

DISCUSSION AND ACTION BY THE BOARD REGARDING MANDATING THE USE
OF SAFETY REINS AT CALIFORNIA RACETRACKS. '

Chairman Shapiro said the item was deferred.

REPORT AND UPDATE FROM THE JOCKEYS’ GUILD REGARDING THE USE OF
THE ALTERNATE WHIP.

Darrell Haire of the Jockeys® Guild said since the 2007 Del Mar meeting the alternate whip

had been in use by a few jockeys. The problem with the whip was that only one person
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manufactured them, so they were difficult to obtain. In addition, the whips were not durable
and broke down easily in the sand and water. The manufacturer was attempting to develdp
whips using different materials. Chairman Shapiro stated he spbke with a few jockeys who
were using the whips, and they seemed to like them. The whips seemed to be kinder to the

“ horse and the Board hoped more jockeys would use them.
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