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 Friday, January 15, 2010,
commencing at 9:30 a.m., in the Baldwin Terrace Room at the Santa Anita Park Race
Track, 285 West Huntington Drive, Arcadia, California. The meeting will open_at 9:00
a.m., then the Board will adjourn inte Closed Session with the regular meeting
commencing at approximately 9:30 a.m. '

AGENDA

Action Items:
1. Approval of the minutes of the regular meeting of November 17, 2009.
2. Presentation of the California Horse Racing Board Resolution to Richard Shapiro.

3. Discussion and action by the Board on the Application to Operate a Satellite Wagering
Facility submitted by the San Bernardino County Fair in Victorville.

4. Public hearing and action by the Board regarding the proposed amendment to CHRB
Rule 1632, Jockey’s Riding Fee, to revise the jockey riding fee scale pursuant to Business
and Professions Code section 19501(b)(1). (Note: This concludes the 45-day public
comment period. The Board may adopt the proposal as presented.)

5. Public hearing and action by the Board regarding the proposed amendment to CHRB
Rule 1685, Equipment Requirement, to allow the use of an alternative whip in flat

racing. (Note: This concludes the 45-day public comment period. The Board may adopt the
proposal as presented.)

6 Discussion and action by the Board reéarding random drug testing of jockeys.

7. Discussion and action by the Board regarding an increase in the take-out on conventional
and exotic wagers on races conducted by quarter horse racing associations as
permitted pursuant to Assembly Bill 246 (Price), Chapter 226, Statutes of 2009.

8. Discussion and action by the Board regarding the SCOTWINC Shortfall Agreement
submitted by the Thoroughbred Owners of California and the Los Angeles Turf Club
in response to the Board’s April 29, 2009 approval of a request for modification of
California advance deposit wagering (ADW) distributions on thoroughbred races as
permitted under Business and Professions Code section 19604(f)(5)(E).



10.

11.

12.

13.

14.

15.

16.

-

Discussion and action by the Board regarding .a report from TrackNet, which served as
representative of Santa Anita Park Race Track and Golden Gate Fields, and from
advance deposit wagering (ADW) provider ODS Technologies, L.P., dba TVG, on the
resolution of litigation and the successful conclusion of negotiations, which resulted in
TVG continuing to accept wagers on races at Santa Anita Park Race Track and
Golden Gate Fields, and, and how the settlement impacts their relationship going
forward.

Discussion and action by the Board regarding a report from Southern California racing
secretaries concerning the different categories of the race horse population at tracks
and subsidized off site facilities and the participation levels in actual races that
materialize. ‘

Discussion and action by the Board regarding the allocation of 2010 Northern California
fair race dates.

Discussion and action by the Board regarding the update from the Los Angeles Turf
Club, Inc. operating at Santa Anita Park Race Track and the significance of the
bankruptey filing of Magna Entertainment Corporation on its racing operations and
the status of statutory funds that may still be owed money from pre and post
bankruptcy accounts.

Election of Board Chairman and Viee Chairman.
CHRB Executive Director’s Report.

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. '

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).



3.

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.
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PROCEEDINGS of the Regular Meeting of the California Horse Racing Board held at

the Golden Gate Fields Bayside Lounge (Turf Club), 1100 East Shore Highway,
Albany, California, on November 17, 2009.

Present: John C. Harris, Chairman

~ David Israel, Vice-Chairman
Keith Brackpool, Member
Jesse H. Choper, Member
Richard A. Rosenberg, Member
Kirk E. Breed, Executive Director
Robert Miller, Staff Counsel

MINUTES

Chairman Harris asked for ap}_jroval of the minutes of the Regular Meeting of October 15,
2009. Commissioner Brackpool mationecﬁ- to approve ,the minutes. Vice-Chairman
Israel seconded the motion, which was unanimously carried. Chaixfman Harris stated‘
Commissioner Méss requested a clariﬁcatioﬁ of the Iﬁinﬁtes of the Regular Meeting of
-~ May 25, 2006, regarding the}ad’option of an amendment to Board Rule 1433, Application
for Licens_e to Conduct a Horse Raéing Meeting. The amendment prohibited a
thoroughbred racing association from running a thoroughbred race meeting of four or
more continuous weeks at any racetrack that did not have a synthetic type racing surface.
. Commissioner Moss stated that although he did not vote “no” he also did not vote in
favor of the amendment, but instead abstéined. He iequeéted that'the ﬁlinutes be
amended to reflect his abstention. Vice-Chairman Israel motioned’to amend the minutes
of the Regﬁlar Meeting of May 25, 2006, as requegted by Comniiésioner Moss.

Commissioner Choper seconded the motion, which was unanimously carried.



Proceedings of the Regular Meeting of November 17, 2009

DISCUSSION AND ACTION BY THE BOARD REGARDING THE UPDATE FROM
THE LOS ANGELES TURF CLUB, INC. OPERATING AT SANTA ANITA
PARK AND THE SIGNIFICANCE OF THE BANKRUPTCY FILING OF
MAGNA ENTERTAINMENT CORPORATION ON ITS RACING OPERATIONS
AND THE STATUS OF STATUTORY FUNDS THAT MAY STILL BE OWED
MONEY FROM PRE AND POST BANKRUPTCY ACCOUNTS.

Gregg Scoggins, representing Magna Entertainment Corporation (MEC), stated an
amended financing agreement between MI Developments, Inc. (MID) and MEC was
approved in late October 2009. The agreement would provide MEC with an additional
$26. million in financing, which would extend its ability to operate through April 2010.
There were conditions to the agreement relating to MID’s and MEC”’ obligations. Among
them was a process for getting bids and options with respect to Santa Anita Park Race
Track (SA), Golden Gate Fields Race Track (GGF) and XpressBet. The process was set
in a separate order, which provided a deadline of February 10, 2010, for receipt of
definitive bids. A stalking horse for each of the properties would be aﬁnounced by
February 17, 20‘10. An auction would be held on February 25, 2010, and a sale order
would be entered by the court. In addition, prospective bids were currently being
solicited and received for the sale of XpressBet. Vice-Chairman Israel asked how long it
wéuld take to close the sale once the hearing was held and the sale order given. Mr.
Scoggins stated there were rﬁany conditions for closing, including regulatory approval.
Once the sale order was entered, the buyer would proceed to obtain tﬁe Board’s approval
for ownership of SA or GGF. Vice-Chairman Israel asked if it would expedite the
process if each prospective owner submitted provisional requests for approval. Chairman
Harris said the Board probably could approve the stalking horse bid, but some of the
other bids would not be disclosed. Commissioner Brackpool said anyone could appear at

the bankruptcy court and start bidding as long as they met the over-bid provisions and the
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qualified provisions. They would be taking a risk regarding regulatory approval, but they

could not be stopped. Mr. Scoggins said in other states thé process of obtaining the
approval of a particular bidder in advance of the order being entered was explored.
However, that was not in the nature of a provisional acceptance or approval of a
particular. bidder; it merely helped initiate the backgroﬁnd checks so that when the order
was entered the timeframe for getting the matter before the regulatory body was
shortened. Chairman Harris said perhaps the Board could publish something that would
inform the bidders of what might bz;r someone from receiving a license. Mr. Scoggins
~ stated for the purposes of bidding and due diligence MEC had on file for all bidders the
applicable statutes for §wnership and holding a license in each state, so the bidders would
know what the requirements were and how they might comply with that obligation.
Additionally, a condition of closing was obtaining the approval. Vice-Chairman Israel
asked what the'bankruptcy court’s obligation was. Mr. Scoggins said the bankruptcy
court’s obligation was to determine if the bidder was a proper bidder. Part of that
assessment was to determine if the bidder would qualify for license. The facilities would
not be sold to an unknown person with a shady past. The tracks would be sold to the
highest and best offer, and the bidder’s quéliﬁcations were an element of the “best” bid.
Commissioner Choper asked if the ba:rﬂquptcy court had jurisdiction to overturn a state

regulatory board’s disapproval of a bidder. Mr. Scoggins said the court did not have

jurisdiction with regards to a suitability assessment. Commissioner Choper commented

one reason Vice-Chairman Israel’s suggestion could not be pursued was that all the
bidders could not be known until the day of the auction, so time would not permit

submission of requests for provisional approval. Vice-Chairman Israel said there was a
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vague idea of who was interested in biading, and unless a party was secretly trying to buy
the facilities; anything that expedited the process would help. The longer a bankrupt
company was running the tracks, the worse it was for California horse racing. Mr.
Scoggins said MEC agreed with the idea of expediting the process. If there were rﬁultiple
eligible bidders by February 10, 2010, information regarding the bidders could be
submitted to the Board. CHRB Staff Counsel Robert Miller said the Board could invite
all bidders to submit documentation to the Board, but the Board did not have jqrisdiction
to impose a condition as a prerequisite to bidding in the Delaware bankruptey court.
Vice-Chairman Israel said he was trying to expedite the process. The auction was
delayed several times since the March 5, 2009, petition was filed. The February 2010
auction was almost 50 weeks from the date of the petition. Mr. Scoggins stated he did
not think it was practical to get pre-clearance of bidders, but if they would be willing to
provide the Board with information it would expedite the process to the greatest extent
possible. The Board could have at.least some information in its possession so it would be
that much farther ahead. Chairman Harris said the Board did not want to micromanage
the process. The Board did not wish to have a convicted felon running an association,
and the winning bidder needed sufficient capital to run the meeting, as well as some
expertise in the industry. Mr. Miller stated the Board could direct the Executive Director
to publish a notice inviting all prospective bidders to submit materials to the CHRB prior
to the date of the auction for the purposes of ascertaining whether they would be
approved. The Board would not be denying or accepting the bidders, it would be inviting
them to provide information to the Board prior to the bid to give it sorﬁe lead time to

conduct its investigations. Commissioner Brackpool commented a lot of that information
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would not be known until the auction because the parties could come together or separate
at the auction. Mr. Scoggins said there had been numerous conversations regarding the
statué of payment of statutory pre-petition amounts to Southern California Off Track
“Wagering, Inc. (SCOTWINC) and Northern Califofnia Off Track Wagering, Inc.
(NCOTWINC), as well as affiliated funds. A motion was filed with the barﬂiruptéy court
seeking permission‘ to pay those various statutory in-state funds. The payment of out-of-
state funds was still a matter that was subject to a bankruptcy court ruling on whether the
motion filed by the parties was valid. Commissioner Brackpool asked if MEC’s position
-on payment of the out-of-state funds had changed. Mr. Scoggins said MEC still
contended the out-of-state parties were general creditors rather than priority creditors.
Commissioner Choper asked why MEC opposed the out-of-state creditors’ motion. He
stated the out-of-state parties paid the winning wagers and were only asking for the
money they were owed from the pools. Commissioner Choper said he could understand
other creditors opposing the motion because payment would deplete the estate, but he
could not understand why MEC was opposing the motion. Mr. Scoggins said MEC was
sued directly by the parties, so it was a defendant. The creditors’ committee was not a
party to the action. If MEC responded to the legal action in a manner that the creditors’
committee felt was in the best interest of the estate, it could sit silent or it could file a
motion in support of MEC. If MEC did not act in a way that was in the best interest of
the creditors’ committee, it could file a motion with the court seeking some kind of
punishment against MEC. Mr. Scoggins stated MEC had a variety of decisions to make
regarding “the right thing to do” versus whether it had the legél ability to do the right

thing. Commissioner Choper asked if MEC had thought of joining the creditors’
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committee into the proceeding to let the judge give an authoritative ruling regarding
MEC’s ability to pay the amounts consistent with bankruptcy statutes. He added entities
that took wagers that increased the handle would not be encouraged if they believed they
would not be reimbursed for paying winning wagers. Mr. Scoggins stated those
discussions occurred, and motions were filed to that extent. He added he was hopeful
what Commissioner Choper suggested might happen. Commissioner Brackpool said
MEC’s response to the out-of-state parties’ motion was that its hands were ’tied, and it
}had to do what was in the best interest of the estate. He stated he previously asked if the
best interest of the estate was in repaying the monies and increasing the confidence in
horse racing, generaﬂy‘ Mr. Scoggins said MEC did examine that question, and the result
was the motion to pay California statutory funds to entities such as SCOTWINC and
NCOTWINC. Such entities were different in terms of the amount and magnitude of the
funds. In addition, legislation was enacted relative to those items that made them
different than the simulcast monies. Movement was made in recognizing Commissioner
Brackpool’s point, but there was a limit to such movement, and it had to be counter-
balanced against other considerations that were applicable to the bankruptcy proceeding.
Chairman Harris stated the funds should be paid, but theré was not much the Board could
do about pre-bankruptcy debt. The focus of the Board should be on the ability of MEC to
finance its ongoing operations. Mr. Scoggins said the MID financing Would take MEC
through April 2010. The SA meeting typically did not have problems with positive cash

flow, and efforts were made to make whole statutory obligations. Commissioner

Brackpool asked what was the anticipated closing date of the sale; after the SA meeting

finished? Mr. Scoggins stated he did not know, but the closing date should be as soon as
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possible, which would be as soon as the Board vetted the prospective purchaser. It was

possible for the closing to occur in the middle of the SA meeting.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION FOR
LICENSE TO CONDUCT A HORSE RACING MEETING OF THE LOS
ANGELES TURF CLUB (T) AT SANTA ANITA, COMMENCING DECEMBER 26,
2009 THROUGH APRIL 18, 2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Los Angeles Turf Club (LATC) proposed to
run from December 26, 2009, through April 18, 2010, or 83 days, one day less than in
2009, for a total of 714 races. Races would occur five days per week, Wednesday
- through Sunday, with the exception of one Monday race day in December 2009 and
January and February 2010. The first post time Woﬁld be 1:00 p.m. weekdays and 12:30
pm weekends and holidayé. The advance deposit wagering (ADW) providers were
XpressBet, Youbet, Twinspires and TVG. Ms. W;cxgner stated the horsemen’s agreement,
tﬁe trainer’s agreement, the track safety inspection and the backstrétch housing inspection
were missing from the application. She added the track safety and backstretch housing
inspections were scheduled and would be completed prior to the start of thg meeting.
Ron Charles of LATC said his organization héd a verbal horsemen’s agreement that
should be delivered to staff within a few days. The same was true of the trainer’s
agreement. Chairman Harris said he noted LATC was running a six-day week, which
was a holiday week.  He stated‘that would be good, but it might be wise to skip the
Wednesday following the New Year’s holiday. Mr. Charles stated the week in question
generated LATC’s largest handle. LATC was open to looking at a change, but it
currently thought it would run the existing schedule. He added that the Thoroughbred

Owners of California (TOC) was in agreement. Marsha Naify of TOC stated her
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organization had a verbal agreement with LATC, which should soon be completed. She
said TOC would remain flexible on the race-day schedule, especially the Wednesdays, to
see how the meeting went. Jack Liebau of Hollywood Park (HP) spoke about the need
. for a more equitable distribution of race days in Southern California due to the horse
inventory. He stated several thoroughbred racing associations reduced their race dates in
2009 in anticipaﬁon of a shortage of horses. Howevér, in April 2009 LATC drained the
inventory, which affected HP’s abﬂiﬁy to have done better. Yet, LATC was the only
track unscathed, and HP was concerned the Board was creating the same conditions in
2010. Mr. Liebau stated HP hoped the Board would provide some mitigation in April
2010. HP was not asking fhe Board to take ;iays away from LATC; instead, it was asking
that the burden be evenly spread. Chairman Harris said the Board needed to examine the
data to determine if — overall — more purses were generated with a five-day Wéek versus ’a
four-day week. Mr. Liebau stated the problem was that sometimes there were not
endugh entries to run a five-day week. Vice-Chairman Israel said race dates might need
to be reduced, but only if the problem arose. If a racing association had problems filling
races it could apbroach the Board for relief. He stated TOC indicated‘it was flexible, and
there were many other considerations, such as jobs. Mr. Liebau said he understood Vice-
Chairman Israel’s position, but in 2009 LATC -did not show HP any consideration.
LATC was having difficulty filling races in April 2009, and on the Wednesdays HP was
asking consideration for LATC averaged less than $21,000 on eight races a day. Vice-
Chairman Israel said there might be days LATC wished to give up, but it did have the
advantage; of running a winter meeting in a warm climate. Given the opportunity, out-of-

state horses could be attracted to LATC. Mr. Liebau stated HP believed LATC would
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not run any differently in 2010 thén itrran in 2009. All HP could do was ask for
consideration. Commissioner Choper asked if it were possible that LATC and HP would
have a better understanding of the horse population by March 20 10. He suggested that
HP return to the Board in Ma:rch 2010 with a more specifically documented case. Mike
Harlow of LATC said his organization did have trouble filling races, but that had Been- a
problem for a while, and there were many days and weeks when races were difficult to
fill. LATC was actively pursuing out-of-state trainers, and many had already committed
to come to LATC. With regards to the last two days in Apﬁl, the purses were less than
average, but the two days were large earners for the horsemen’s purse account, compared
to the other Wednesdays in the meeting. Vice-Chairman Israel said the Board was
reluctant to give up empioyment for jockeys, trainers and others 1n the industry, but it
was also realistic. If the need became apparent the issue could be revisited. Chairman
Haﬁis said he figured over $3 million was spent on qffnsite stabling during the LATC
meeting. That equaled $38,000 a day that would oﬂlerwise go to purses or commissions.

If the industry was going to four-day race weeks, and it was short on inventory, perhaps

not all the stabling was needed. Mr. Charles stated LATC cut stabling at Pomona and |

San Luis Rey Downs. However, it was also actively trying to increase its inventory.
Additional horses would be cbming to California and between HP and LATC there were
currently about 2,600 horses. Maybe 80 percent were running, with 20 percent injured or

getting ready to run. Overall, the population was down when compared to two or three

years ago when LATC and HP were full and Pomona and San Luis Rey Downs also

stabled horses. Mr. Charles discussed the current number of horses in Northern (1,200 —

1,500) and Southern (1,700) California. He added the quality of a horse dictated how
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often it ran. California had a better quality horse, so it did not run as often. Chairman
Harris commented the industry needed to figure out how to get owners to run more often
- without damaging their horses. Perhaps the industry needed to look at racing four days a
week at one open track, and all the stabling and vanning funds could go to other uses.
The horsemen might object and state they were taking their horses elsewhere, but it was a
model to look at. Craig Fravel, on behalf of SCOTWINC, said LATC and TQC needed
to inform his organization of any discussions related to the deficits in the off-site expense
fund. He stated his request was partly because of the Magna Entertainment Corporation
bankruptcy andkbecause of structural deficits in the SCOTWINC funding. Mr. Fravel
said HP, Del Mar Thoroughbred Club, and Oak Tree Racing Association created a
remedy the problem through the end of the HP meeting, but not into the LATC meeting.
It was important for the industry to be informed, and for the SCOTWINC board to be
consulted and approve any arrangements made by TOC and HP. Mr. Charles said LATC
agreed and would keep the parties informed. Richard Castro of the Pari-Mutuel
Employee’s Guild stated his organization supported. the LATC application. Vice-
Chairman Israecl motioned to approve the application for license to conduct a horse
racing meeting of LATC. Commissioner Choper seconded the motion, which was

unanimously carried.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION FOR
LICENSE TO CONDUCT A HORSE RACING MEETING OF THE PACIFIC
RACING ASSOCIATION (T) AT GOLDEN GATE FIELDS, COMMENCING
DECEMBER 26, 2009 THROUGH JUNE 13, 2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Pacific Racing Association (PRA) proposed to

run from December 26, 2009 through June 13, 2010, for 115 days, one day less than in
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2009, for a total of 993 races. M. Wagner stated PRA proposed running four-day and

five-day weeks. The four-day weeks would run Thursday through Sunday and the five-
day weeks would run Wednesday through Sunday — or Monday and Thursday through
Sunday. The first post time would be 12:45 p.m. daily, unless otherwise noted in the

application. Ms. Wagner commented the financial assurances associated with the current

PRA meeting would also apply through the proposed meeting. The advance deposit

wagering providers were XpressBet, Yoilbet, Twinspires and TVG. Robert Hartman of
PRA stated his organization was looking forward to a successful meeting. He added the
PRA advertising budget had not been cut, and the racing program was strong. Chairman
Harris asked if four-day weeks in January and February were preferable to the four-day
weeks later in the meeting. Mr. Hartman said PRA talked about the issue with
Thoroughbred Owners of California (TOC); The problem was the turf course. PRA used
its turf course more than other racetracks, and during the rainy winter months the course
needed time to regrow. Commissioner Choper said there were fans who wagered on
California races every 15 minutes, and if a race was delayed it affected the entire
schedule. He asked if there was a way to better coordinate how California racing
associations handled such delays. If there were a long delay, it could result in races only
two or three minutes apart, which probably affected the handle. Chairman Harris said the
stewards were supposed to be watching for such situations. Mr. Hartman stated thg: pari-
mutuel managers did a goodjob of communicating with ea(;h other. He added there were
‘other issues that affected the timing of races. Daylight was an issue in Northern
California. If a horse at Hollywood Park acted up, it could cause a delay so that at the

end of the day, PRA could not maintain a 15 minute break between races because it
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would have no daylight for the ninth race. Other issues could be events scheduled to start

at'a certain time, such as concerts after the races. Mr. Hartman said 98 percent of the

time delays were worked out smoothly, but there were occasions when there were issues

to work around. Commissioner Choper said the associations would be a lot better off to
reduce the time between the next five races instead of having two or three minute
intervals at tﬁe end of the day. Commissioner Choper motioned to approve the
application for license to conduct a horse racing meeting of PRA conditioned on receipt
of any outstanding items. Commissioner Brackpool seconded the motion, which was

unanimously carried.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICA’E‘EON FOR
LICENSE TO CONDUCT A HORSE RACING MEETING OF THE

CALIFORNIA EXPOSITION AND STATE FAIR HARNESS ASSOCIATION (H) -

AT CAL-EXPO, COMMENCING DECEMBER 26, 2009 THROUGH JUNE 19 2010,
INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the California Exposition and State Fair (Cal-Expo)
proposed to run from December 26, 2009 through June 19, 2010, or 89 days, 12 more
days than in 2009, for a total of 1,200 races. Ms. Wagner stated Cal-Expo proposed to
race Thursday through Sunday from January 1, 2010 through March 3, 2010 and
Thursday through Saturday from April 1, 2010 through june 19, 2010. The first post
time would be 5:45 p.m. The advanced deposit wagering providers were XpressBet,
Youbet,v Twinspires and TVG. Ms. Wagnér said thé outstanding items were the
horsemen’s agreement and the fire clearance. The track safety and backstretch housing
inspections would be completed prior to the commencement of the race meeting. Vice-

Chairman Israel motioned to approve the application for license to conduct a horse
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racing meeting of Cal-Expo contingent on receipt of the missing items. Commissioner

Brackpool seconded the motion, which was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION FOR
LICENSE TO CONDUCT A HORSE RACING MEETING OF THE LOS
- ALAMITOS QUARTER HORSE RACING ASSOCIATION (Q) AT LOS
ALAMITOS, COMMENCING DECEMBER 26, 2009 THROUGH DECEMBER 19,
2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Los Alamitos Quarter Horse Racing‘

Association (LAQHRA) proposed to run from‘ December 26, 2009 through December 19,
2010, which was 203 days, three days more than in 2009, for.a total of 2,087 races.
LAQHRA would ’run four days per week, Thursday through Sunday, aﬁd the first post
time rwould be 5:45 p.m. Thursdays; 7:15 p.m. Fridays; 7:00 p.m. Saturdays; and 5:30
p-m. Sundays. The wagering program would use Associaﬁon of Racing Commissioner
International and CHRB regulations. The advance deposit wagering (ADW) providers
were TVG and Youbet. Ms. Wagner said the horsemen’s agreement was received, and
staff recommended the Board approve the application as presented. Vice-Chairman
Israel stated that of all the applications before the Board, the LAQHRA application was
the only one that reflected an increase in purses on an average basis. Chairman Harris
commented the Board should be aware that LAQHRA was acting as a host for Australian
racing for short trial period. Richard Engﬁsh of LAQHRA said his organization was
hosting Australian racing for a four-week trial period during the Hollywood Park winter
meeting. He stated the purpose of the trial period was to expand thé availability of the
Australian program. Vice-Chairman Israel said if the agreement with Australia was

extended, it would be nice if California received something in return, such as reciprocity
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so that Australian satellite facilities would take the California signal. Jack Liebau of
Hollywood vP,arlAc stated Australia was attempting to pass legislation that would allow
commingling with California pools. He said it was doubtful that that the pooll would be
sufficient if the races were in Australia with a separate pool. Mr. Liebau explained how
American wagers were handled in Australia, and the financial benefit to LAQHRA,
which depending on the pool, could be lucrative. Vice-Chairman Israel said the
LAQHRA application listed a stakes race on January 30, 2010‘, that was called the “Super
Bowl Handicap.” He asked how LAQHRA managed to use the title considefing how the
National Football League guarded its tradema_rks. Mr. Englisil said he was not aWare that
the NFL knew of the stakes race, and he stated the Stakes had been run for several years
without a problem. Chairman Harris asked how the current LAQHRA meeting was
progressing. Mr. English said the meeting was slightly off, but it was not as bad as
daytime race meetings, and LAQHRA had consistently maintainéd its ‘ha;ndle and
attendance throughout 2009. Chairman Harris asked how much of LAQHRA’s handle
was from ADW. Mr. English said approximately 20 percent of the LAQHRA handle was
from ADW. Commissioner Choper motioned to approve fhe application for license to
conduct a horse racing meeting of LAQHRA. Vice-Chairman Israel seconded the

- motion, which was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD REGARDING THE ALLOCATION
OF NORTHERN CALIFORNIA RACE DATES AND RELATED ISSUES FOR
2010 AND BEYOND. o

CHRB Executive Director Kirk Breed said at the October 15, 2009 Regular Meeting the

Northern California racing fairs, represented by California Authority of Racing Fairs
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(CARF), were not in a position to complete their 2010 race dates presentation. In

addition, there was some distance between the positions of the racing fairs and the

Thoroughbred Owners of California (TOC) and the California Thoroughbred Trainers

(CTT). Chairman Harris commented he was not happy with any of the proposals, but he

did not think the Board needed to make a final decision; rather, it should hear from the

parties and take time to consider its options. Chris Korby of CARF said his organization
was proposing that Golden Gate Fields (GGF) run through June 13, 2010, at which time
the San Joaquin County Fair (SJCF) would run for the week of June 16, 2010. through
June 20, 2010. Following SJCF, the Alameda County Fair (ACF) at Pleasanton would
run from June 23, 2010 through July 11, 2010, followed by the California State Fair (Cal-
Expo) in Sacramento from July 14, 2010 through July 25, 2010. After Cal-Expo, the
Sonoma County Fair (SCF) would run from July 28, 2010 through August 15, 2010,
followed by ACF from August 18, 2010 through Septembef 6, 2010. The Humboldt

County Fair (HCF) would run concurrent with SCF and ACF. Following Labor Day,

CARF proposedl that September 2010 dates be run at GGF from September 8, 2010

through October 3, 2010, with the racing fairs finishing at Fresno from October 6, 2010
through October 17, 2010. Mr. Korby stated CARF believed the proposed 2010 racing
fair calendar represented a solid foundation for racing in Northern California, and the
signiﬁcant number of dates run at GGF would be good for the industry. He added CARF
was proposing that there be the beginning of consolidation of fair meetings into fewer
venues through combined fair meetings run for fair dates conducted in Northern
California. Vice-Chairman Israel stated that in a letter dated September 5, 2009, CARF

wrote that the fairs had a great tradition of racing and a role to play in the future. The

1-15



Proceedings of the Regular Meeting of November 17, 2009

letter also. opined that longevity and stability of the fairs was especially important to the
industry. However, the consolidation of the fair race dates to fewer fair sites contradicted
the CARF letter. If CARF wished to spread around the racing fair experience, it would
not consolidate fcmd run at fewer tracks. Consolidation would result in less access'to
horse racing for those who attended the fairs, as the racing fair cjrcuit became more about
revenue raised, not the experiencé. The letter also assumed that CARF, as an entity,
owned the racing dates as opposed to the people of California, and that the dates could be
applied to any racetracks CARF saw fit. In addition, the overlap with HCF did not please
racing fans in Humboldt County. Mr. Korby said the first issue CARF was trying to deal
with was the number of racing venues, and whether the short meetings operated at those
venues could maintain those facilities at an appropriate level. CARF was also looking to
the future to create racing venues that were attractive and in excellent markets with good
facilities for racing. Those were the facilities that fell in the letter’s charactérization.
They brought stability and insulated California horse racing against the development
forces that affect privately owned racetracks. Vice-Chairman Israel stated the racing fairs
should then apply for those dates as séparate entities and not hide behind the dates that
were traditionally run in other geographic locations or claim to be borrowing dates and
cutting deals. Aﬁ example was Vallejo, where its dates were being assigned to another
racing fair, possibly with money changing hands. Mr. Korby said the énly entity that
assigned racing dates was the CHRB. CARF was only proposing a racing calendar.
However, the CARF proposal would accomplish the goals described in its letter.
Chairman Harris asked if there were statutory limits on how many race days a racing

association may receive. Mr. Korby said GGF in Northern California was limited to 35
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weeks of racing. There waé also a provision in the law that allowed for fairs to combine
race dates and to operate as a combined fair meeting. That statute was oné of the
mechanisms CARF would use té implement its proposed 2010 racing calendar — if the
Board allocated the dates as CARF proposed. Commissioner Choper commented the
main controversy was the three week race meeting at ACF run by CARF. Thé horsemen
were proposing that those weeks be run at GGF, and that GGF would gain the benefit of
the weeks. Mr. Korby stated that was the case as he read the 2010 Northern California
-racing calendar proposed by GGF, TOC and CTT. The difference came down to where
the week prior to and including Labor Day was run. Charles Dougherty of CTT said the

proposed 2010 Northern California racing calendar submitted by GGF, TOC and CTT

had racing at GGF over the Labor Day week. CARF proposed that the Labor Day racing

be run at ACF. Commissioner Choper commented the issue was not just where the race
dates were run, but under Whosé auspicesv. Mr. Dougherty said TOC, CTT and GGF
would have the dates run under GGF. Vice-Chairman Israel stated some persons claimed
that the Alameda County Supervisors did not necessarily support the additional three
weeks‘ of racing at ACF, as requested by CARF. Rick Pickering of ACF said he did not
claim to speak on behalf of the Alameda County Board of SupervisorS; but he woﬁld
guess they would like to know who shared the rumor with the Board. He stated ACF and
GGF were in the same céunty, énd the success of both facilities was bound together. Mr.
Pickering said ACF and GGF had a good relationship, and they would be able to come to
an agreemeﬁt regarding the disputed Labbr Day race week. He added ACF had
numerous conversations with the Board of Supervisors Liaison Committee, but the issue

had never been on the Board of Supervisors agenda. Executive Director Breed asked if
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additional race dates at ACF required additional permits from the city or county, and

would it require any financial arrangements with the golf course operator. Mr. Pickering

stated the County of Alameda had not asked ACF to pursue any permits. The County‘ did
specify that ACF should not enter into any contracts that would exceed the lifetime of its
éurrent contract, which ran through the year 2017. Vice-Chairman Israel asked if the
ACF contract dictéted how many days or weeks it could race in a given year. Mr.
Pickering said the operating agreement between the nonprofit Fair Association and the
County of Alameda did not specify the number of race dates at ACF, including a
minimum or maximum number. He added the Business and Profcssions Code currently
governed the number of race days run throughout the statev. Commissioner Choper asked
if Mr. Pickering was confident ACF and GGF could resolve the issue. Mr. Pickering said
horse racing in Northern California depended on the success of GGF, and GGF depended
on training facilities. So the fairs were willing to cooperate for the success of GGF and
GGF was willing to cooperate as much as it could with the fairs. Commissioner Choper
said in the summer of 2009 CARF ran several weeks at VGGF, which operated the meeting
just to cover its eXpenses. However, the GGF/TOC/CTT proposal for 2010 was for é

normal, entrepreneurial meeting. If ACF and GGF could agree about who got the net

proceeds, perhaps a meeting at GGF would be acceptable. Chairman Harris said another

facet of the issue was the viability of the fairs’ racetracks. Fairs needed enough income
to maintain their facilities, as they were an alternative should GGF go away. It could
damage Northern California racing if the fairs decided their whole business was not
viable. Mr. Pickering stated that in the 11 years he dealt with the Board it had

consistently encouraged the fairs to consolidate to fewer facilities so funds for capital
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improvements were not diluted. The idea was to consolidate, and not give back dates, so
that the monies available could be reinvested in those facilities that had the greatest long-
term viability. Mr. Hartman stated current law limited one association to running 35
weeks‘ at GGF. However, that did not prohibit another association from running
additional dates at GGF. There was a long history in Northern California of other
associations running at GGF and Bay Meadows, and the Los Angeles Turf Club ran at
GGF in 2008. So, if thefe were more than 35 weeks of racing at GGF, a different
association would have to run them. Mr. Hartman said ACF and GGF dvid have a good
relationship. ACF stepped in and took up to 800 horses when Bay Meadows closed, and
’i‘t was identified as the facility that would over time take on more Northern California
race dates. It would be up to the Board to approve those dates, but they made the most
economic sense, as the facilities were in close proximity. He added he thought ACF and
GGF could come to an agreement regarding the 2010 Northern California race dates. Mr.
Hartman said another conflict was the Scottish Games that were traditionally held on the
ACF track the week of Labor Day. It was a big event that attracted up to 30,000 people.
He urged the Board to consider the health of Northern California racing when it decided
the 2010 race calendar. Commissioner Choper asked if the parties were telling the Board
that they would be able to come té an agreement. Mr. Hartman said “yes” but even if
there were an agreement, it might not be acceptable to the Board. Commissioner Choper
said he understood, but if the parties came to an agfeement, he did not know what the
objection might be. He commented he was curious about whether the Solano County
Board of Supervisors agreed to cut back a week of live racing, and if they were being

compensated in any way by CARF. Mike Paluszak of the Solano County Fair
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Association stated the Solano County Board of Supervisors spent time with stakeholders
studying the issues with regards to Solano County’s participation in live horse racing.
The state of the industry and Solano County’s circumstances caused the County to concur
with CARF’s proposed 2010 Northérn California racing calendar. Mr. Paulszak said
Solano County would continue to participate in horse racing by operatingv its simulcast
facility. Commissioner Choper asked if Solano County would continue to have stalls at
its facility. Mr. Hartman said there would be stalls, but they would not be used if there
was 1no racing. Vice—Chairmém Israel asked if Solano was getting any kind of financial
consideration from CARF in exchange for relinquishing its dates. Mr. Paluszak stated
within the context of the cémbined race meeting agreement there was a revenue sharing
conversation with CARF to provide Solano with a period of years to replace lost revenues
with new activities. Vice-Chairman Israel asked if Solano’s race meet was profitable.
Mr. Paluszak said Solano was in the black. He added Solano was giving up its dates
because its facility redevelopment plans did not necessarily include a racetrack. The
condition ,Of the facility was such that Solano did not héve the resources to make it
acceptable to the industry. Commissioner Brackpool said if the revenue sharing
discussions with CARF did not allow Solano to seek new sources of income, but instead
foreshadowed economic difﬁculties; would Solano be back in front of the Board claiming
changed circumstances? Mr. Paluszak stated the Solano County Board of Supervisors
and the Fair Board held considerable discussions regarding the loss of live horse racing.
However, Solano had the commitment of CARF that it would ensure the revenue sharing
was ,appropriate. He said Solano would not be back in ernt of the Board. Vice-

Chairman Israel stated since there seemed to be a lot of quid pto quo regarding fair race
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dates and revenue sharing, was it appropriate to ask if CARF might act on behalf of the
entire fair racing inaustry to waive the 20-mile radius rule so an off-track wagering
facility could be approved in San Francisco? Mr. Korby said CARF would be glad to
talk about the 20-mile radius issue, but not in the context of the proposed 2010 Northern
California racing calenda:r; Chairman Harris said that was an issue involving the San
Mateo County Fair (SMCF) and he did not know how much leverage CARF would have.
However, if SMCF was a partner in the overall CARF date allocation, it could be a
factor. Vice-Chairman Israel said SMCF was involved, as its race dates would be run at
SCF. Chairman Harris said a fair could run 14 days at the most, so SCF was borroWing
the SMCF dates, and compensation should be part of the equation. Chairman Harris
A stated another concern was HCF. Although Humboldt was a small fair it was a bright
spot with a lot of history. HCF deserved at least a week without overlap so it could
generate funds for purses and facility improvements. It would also help the industry to
have a week where some horses were competing, but the major horses were not running.
That would benefit the preceding or following weeks. Chairman Harris said HCF was
something the Board wished the parties to look at when the 2010 racing dates were
reconstructed. He stated HCF was doubly damaged because it would not act as a host for
the signal, and the emerging breeds would be overlapped by another meeting. Even with
the ongoing shortage of horses, it did not make sense to have extensive overlap on the
fair circuit. Mr. Hartman asked if CARF would, for the good of horse racing, accept
running two weeks at ACF in August 2010 rather than three weeks. That waé something
the owhers and trainers and GGF would support. Commissioner Choper asked if the

compromise proposal was that a meeting would be run under the auspices of GGF for the
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first week of September, and ACF would get two additional weeks in Pleasanton. Guy
Lamothe of TOC stated due to the state of the industry hié organization saw the issues as
economic. TOC wanted to focus on maximizing purse generation, which could best be
achieved at GGF. TOC believed the notion of a CARF block of dates was detrimental, as
the dates were owned by the State of California. Chairman Harris said one of the
concerns was that the CARF at GGF meeting was overpaid in purses by $300,000. Mr.
Hartman stated the revenue for that meeting was down, but one of the problems was that
the better horses did not ship to some of the fairs. So TOC/CTT/GGF set up a calendar
that worked for most trainers. A horse could run at ACF, then SCF and ﬁﬁélly at GGF.
Fair meetings that would not attract better horses would be set up so trainers with lesser
quality horses could compe;ce. Those meetings, such as Fresno and Cal-Expo, would pay
out lower purses, while GGF WOlﬂd pay substantially more in purses. Commissioner
Choper asked if that meant the full three weeks would be run at GGF. Mr. Hartman said
that was correct; Labor Day week through the start of Fresno would be run at GGF. Mr.
Dougherty stated the CTT supported running the week of Labor Day at GGF, and the two
week period at ACF, which would be run prior to the five week GGF meeting. Mr.
Pickering stated the industry kept telling ACF it should be ready to accept more racing
because it could not predict the future of GGF. ACF was not begging for dates, it waé
trying to help thé industry, and if the Board thought one of the proposals would help the
industry, then it should move forward. With regards to the Scottish Caledonia Games,
ACF had a multi year contract with the Caledonia Club of San Francisco that included a
clause addressing additional racing. It 'required ACF to relocate the games off the

racetrack. Mr. Pickering said the industry needed to move forward, and he encouraged
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the Board to approve the remainder of the 2010 Northern California racing calendar
because there were many administrative functions on hold, awaiting a decision. Mr.
Dougherty stated the 2010 racing‘schedule put forth by TOC/CTT/GGF was conceived
* with the ideal of maximizing purse generation, reducing stabling costs and reducing the
costs to owners and trainers during the summer fair season. Many trainers were Willing
to talk to the Board to share why they supported the proposal, and why they felt it was in
the industry’s best economic interest that the Board agrees to the TOC/CTT/GGF
calendar, as submitted. Chairman Harris stated the Board would rather hear from all
trainers instead of hearing the same thing from every trainer present. Mr. Lamothe stated
if all the trainers agfeed, that meant there was no debate, and it needed to be pointed out.
The idea was to keep owners and trainers in horse racing, but if they had to ship all over
Northern California they would go out of business or leave California. TOC/CTT/GGF
was trying to address the issues in a way that Would keep owners and trainers in
California, and provide racing opportunities and the best purses available, as well as
minimize costs. At the same time, TOC/CTT/GGF wanted to support ACF with an
additional two weeks. There were multiple objectives aimed at keeping GGF strong and
ACEF viable. Vice-Chairman Israel said it was suggested that with a little more time the
parties could reach a compromise. He asked if fhe Board should allow a few more weeks
for that to occur. Mr. Hartman said if the Board agreed, the parties could take an hour or
two to talk and to see if they could not reach an immediate agreement. Chairman Harris
said the issues needed to be clear. GGF had clearly solidified certain dates, but the Labor
Day week was important; as was giving HCF at least a week free of competition. He

added Cal-Expo was another issue, as it had potential to expand thoroughbred racing.
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Norb Bartosik of Cal-Expo stated if the industry supported the concept, Cal-Expo would
accept more race dates. Bill Anton of CTT said those who regularly ran at HCF would
continue to run there regardless of overlap. Conversely, those who did not run at HCF
would not run there, as the cost of shipping to HCF and the return trip was prohibitive,
He added he did not believe Cal-Expo should be issued any dates until the $190,000
underpayment from 2008, which was owed to the horsemen, was paid. Chairman Harris
said he understood the horsemen were underpaid in 2008 and 2009 and it was not clear
why those funds had not been paid. Mr. Lamothe stated the CHRB was investigating the
matter, and he was not aware of the status of the investigation. Per the contract between
CARF and TOC any underpaid amount above $50,000 was to be returned, except with
the consent and agreement between CARF and the horsemen, which was done at a
Racing Affairs meeting in Northern California. A racing program that included two
CARF meetings at GGF was proposed by CARF and agreed to with TOC. The idea was
to increase purses 25 percent at Cal-Expo, which was sandwiched between the two CARF
GGF meetings. Thére was also an underpayment coming out of the meet in 2009, and the
status of those funds had not been determined, but they would be handled in accordanqe

with the contract. Chairman Harris asked if there were two distinct underpayments, or

did the 2008 underpayment roll in and become part of the 2009 underpayment. Mr. |

Lamothe stated the 2008 underpayment rolled into the 2009 purse program. Chairman
Harris stated the funds belonged to the horsemen and the issue needed to be sorted out.
Mr Anton stated he was surprised TOC would allow owners to loose purse money.
Chairman Harris said if the industry was trying to unravel the issue, it would be up to

CARF and TOC. Mr. Anton stated the fact that the CARF meeting at GGF was upside
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down was not the problem of the owners and trainers that earned money at Cal-Expo;
those owners and trainers needed to be paid. Commissioner: Choper asked what the
response was when the parties were asked about payment. Mr. Anton said Drew Couto,
the ex-TOC president, made the deal, but he was no longer with TOC. Marsha Naify of
TOC stated the deal was made by Mr. Couto and neither she nor the TOC’board was
aware of it until it became an issue. Tom Bachman, a former TOC board member, stated
Cal-Expo approached the Northern California TOC Purse Committee with its concerns
about being sandwiched between the two CARF GGF meetings. It wanted money to
supplement its purse program, to draw horsemen to its meeting, and to reinvest the
underpayment in its 2009 meeting. He stated he and Mr. Couto and the Northern
Caiifomia com1ﬁittee agreed it was a good idea to ensure the success of the Cal-Expo
meeting, so approval was given. The meeting was successful, and purses were enhanced,
so there was another underpayment in 2009. Cal-Expo asked about the 2009
underpayment and it was suggested that if its dates were moved, some of the funds could
be used to éromote the new meeting dates, otherwise Cal-Expo had to repay everything
except the $50,000 by contract. It was hoped that some of the money Cal-Expo kept
would be used to promote future racing calendars. Chairman Harris said an audit of the
funds was needed, and he would dirg:ct Executive Director Breed to ensure one was
Qompleted. The industry was hurting, and it was frustrating to have $300,000 of owners’
money circulating somewhere whén it could bé paid. There might have been a logical
reason for the agreement, but it was important to pay those who earned the money. Ed
Moser, a trainer, spoke in favor of the TOC/CTT/GGF proposal. Jerry Hollendorfer, an

 owner andtrainer, spoke in favor of the TOC/CTT/GGF proposal. He commented if
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HCF ran one week ‘unopposed during the Del Mar meeting, it could significantly impact

the north/south simulcast handle. Chairman Harris said the southern handle stayed in the

south, so it could impact Del Mar,'but that needed to be analyzed. Craig Fravel of Del

Mar said he did not have data on days that HCF ran unopposed; however, Del Mar
averaged around $2.7 million per week on northern races which meant between $107 and
$150 thousand in southern purses and simﬂar amounts in commissions. Those funds
were impoi'tant, and there were concerns about the impact. Tawny Tesconi of SCF spoke
about the improvements that had been made at her facility and stated that over the past
few years the SCF meeting had been strong. She said shé hoped the Board would take
those factors into account when deciding the 2010 Northern California racing calendar.
Chairman Harris ;:ommented the Board believed SCF was a great venue and it endorsed
three racing weeks for the fair. The issue was fitting in a non-overlapped week of racing
for HCF. Stuart Titus of HCF stated his organization was asking for a ﬁghﬁng chancé.
Historically, the HCF meeting ran on subsidies, which was the only way it could survive.
Non-overlapped race dates would relieve HCF of the need for subsidies and it would
return those funds to their source of origin. If HCF was provided an opportunity to be
non-overlapped for its second week, it would be welcomed by the HCF board of directors
and by those who supported horse racing in Humboldt Coﬁnty. Mr. Titus stated HCF
was only asking for the opportunity to have a place in California’s racing future.
Chairman Harris asked where the funds to subsidize the HCF meeting came from. Mr.
Titus stated the funds came from the supplemental purse fund. He said in 2009 HCF had
$300,000 allocated for its purse program. Not all the funds were used, as the HCF handle

was up substantially. The remaining subsidy would come from commissions earned by
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the entity that was running concurrent with HCF. Mr. Pickering said the Board needed to
let the industry know if it was going to allow HCF to run one or two weeks un-
overlapped so it could figure out the reméinder of the 2010 calendar. In addition, if the
Board was signaling that it wanted the Labor Day weekénd ran at GGF , the was no point
in further discussion about ACF. Vice-Chairman Israel asked if that meant ACF was
amenable to taking two weeké and letting GGF run the third week. Mr. Pickering stated
he had already indicated that was an option, but as a member of CARF he voted for the
three weeks to stay at ACF. Mr. Lamothe said TOC believed the Board would be making
a mistake if it un-overlapped HCF. The industry was attempting to solidify the horse
racing asseté that still existed, but it was now contemplating supporting a system that was
built on subsidies. If HCF was not overlapped it would have a direct impact on Del Mar.
Mr. Lamothe said TOC also supported three weeks of racing as SCF. That was a
compromise over having a solid six weeks of turf racing at GGF in the middle of the
summer, which would have retained good horses. With regards to the subsidies — in 2009
legislation was passed that provided additional funding for HCF. Mr. Hartman said for
the first time in history legislation was enacted that took a percentage of the purses from
one meeting and applied them to the bottom line of a racetrack. That was a portion of
purses from CARF, which was the horsemen’s and owners money. That was something
the tracks did to support HCF. Chaiﬁnan Harris said the Board did not believe every

trainer would run at HCF. Instead, a week of running un-overlapped would give HCF the

chance to earn money that would otherwise have to be subsidized, and it would give

horses that regularly would not run at HCF a break. Mr. Hartman asked what would

happen to the supplemental purse fund if there were no more overlapping fairs.
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Chairman Harris said the funds would stay with purses. Mr. Bachman said — given the
last HCF meeting - he questioned its ability to fill its races, which Would affect its ability
to replace the supplemental purse funds. Chairman Harris stated he did not think trainers
would flock to HCF. The ideé was to build inventory for subsequent race meetings by
giving higher quality horses a break. Mr. Bachman said he suspected the operating fairs
would be forced to utilize lower quality horses throughout the summer because they
would have to reach to the bottom to fill fields. Chairman Harris stated the item would
be put over so the industry could develop some different concepts.‘ Mr. Pickering stated
CARF and ACF urged the Board to vote on the remainder of the fair dates, as much as
possible, to they could enter into contracts. Vice-Chairman Israel said he empathized
with the need to start signing contracts, but if the Board approved the other fair dates it
lost its ability to rearrange the racing schedule. The problem that existed in two or three
week blocks might be solved by moving other blocks of time. Mr. Dougherty said during
his ﬁme as a horsemen’s representative it was supposed to be difficult to move a fair’s
race dates. However, suddenly the dates were changing, so the schedule was modified to
accommodate the changes, which affected everything. Yet HCF, Whicﬁ was looking to
be un-overlapped — had indicated it was not willing to move its dates. Mr. Dougherty
asked when would HCF be willing to move its fair to try and fit into a racing schedule
that was good for the entire industry? Would HCF ever be willing to move its race dates?
If HCF had some flexibility the industry could talk ébout moving dates, but that was not
currently the case. Chairman Harris said Mr. Dougherty had a point, as the necessity of

conjoining a fair with its race meeting had been somewhat disproven. However, the issue
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with HCF was not so much as which dates it would run, but if it would run with overlap.

Chairman Harris said the issue would be put over until the next Regular Meeting.

DISCUSSION AND ACTION BY THE BOARD ON THE PENDING
AMENDMENTS TO THE FOLLOWING CHRB RULES: (A) 1689, SAFETY
HELMETS REQUIRED; (B) 1689.1, SAFETY VEST REQUIRED; (C) 1685,

EQUIPMENT REQUIREMENT; (D) 1685, VESTING OF TITLE TO CLAIMED
HORSE.

Jacqueline Wagner, CHRB staff, said rules 1689, Safety Helmets Required; 1689.1,
Safety Vests Required; 1685, Equipment Requirement; and 1685, Vesting of Title to
Claimed Horse, were discussed at the October 15, 2009, Regular Board Meeting. Staff
was difected to initiate a 45-day public comment period for each regulation. Staff was
subsequently directed to place the regulations on the curfent agenda for further
discussion. Ms. Wagner added a 45-day comment period had not been initiated for any
of the regulations. She said the proposed amendment to Rule 1689 would add any person
handling a horse on the racetrack to the list of those who had to wear a safety helmet.
The proposed regulation would also add the safety standards required for the helmets
worn by licensees. Chairman Harris said the industry was in agreement with the
fegulation except if a trainer who was walking his horse on the track had to wear a
helmet. CHRB Executive Director Kirk Breed stated the trainer would not be required to

wear a helmet. If the trainer were ponying a horse on the track, he would need to wear a

helmet. Chairman Harris commented ponying a horse. was sometimes different than

leading a horse. Ms. Wagner stated the regulation provided that any person “...handling
a horse on the racetrack...” was required to wear a helmet, which could be construed to

mean the trainer. Ed Halpern of CTT stated his organization believed the proposed
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language was similar to the current regulation. CTT concurred with the language, except

for the phrase quoted by Ms. Wagner. He said the CTT would strike the phrase and
replace it with “...or works as a mémber of the gate crew...” Jack Liebau of Hollywood
Park stated his orgénization would institute a house rule to require anyone on é horse to
‘wear a helmet. That was part of Hollywood Park’s National Thoroughbred Racing
Association (NTRA) certification. So, if one was at Héllywood Park and on a horse, one
would wear a-helmet. Commissioner Choper asked what about a groom leading a horse
off the track, or starting gate personnel. Barry Broad, on behalf of the Teamsters Union,
stated that starting gate personnel should wear safety helmets. Mr. Broad said he

believed any trainer that did not wish to wear a helmet while on a horse should sign away

his liability with the racetrack. Additionally, anyone who was covered by a workers’ -

compensation policy should bé wearing a helmet if they were mounted on a horse, or
were at the gate. Commissioner Choper said the language of the proposed regulation
stated ““...may not permit any person to gallop or pony a horse...” Was the trainer who
was sitting on his horse on the track ponying a horse? Ed Moser, a trainer, said ponying
amounted to leading a horse at a jog or a gallop, so a trainer sitting on a horse was not
ponying that horse.  Sherwood Chillingworth state;d that as part of Oak Tree’s
certification by the NTRA it agreed to adhere to the NTRA standards, which required the
gate crew to wear helmets, and’trainers ponying a horse had to wear a helmet. If the
trainer was sitting on a horse watching horses go by, he did not need a helmet. Chairman
Harris said the fule, as changed, would be put out for a 45-day public comment period.
Ms. Wagner stated the proposed amendment to Rule 1658 would require the stewards to

void a claim in cases where a claimed horse failed to return to the designated unsaddling
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area due to distress or injury, unless prior to the start of the race the claimant informed
the stewards he would accept the claimed horse. Ms. Wagner stated the rule had not been
put out for a 45-day public comment period; however, staff had received two letters in
opboéition to the proposed amendment. Ed Halpern of the California Thoroughbred
Trainers (CTT) stated trainers were overwhelmingly opposed to the proposed
amendment. He stated the claiming process was an integral part of horse racing, as it
allowed owners to move horses around, to take chances and to play the race game. Mr.
‘Halpern added the amendment would destroy part of the lure of racing, as sometimes
horses that were dropped, would rest and became Breeders’ Cup horses. The other side
of the item was horse safety. Some proposed the amendment so owﬁers and trainers
would not drop lame horses to get rid of them. The truth was that trainers cared about
their horses and generally did not enter horses they knew would break down in claiming
races. That created liability, and if a horse broke down and sevefely injured or killed a
jockey, the owner and trainer would be sued. Vice-Chairman Israel said claiming also
kei)t liquidity in the system because cash changed hands. Mr. Halpern stated that was
true. He commented the proposed rule was also meant to cause trainers to turn-out low
level horses and bring them back, but that did not make economic sense and would
probably not be a realistic result. Steve Schwartz of Thoroughbred Owners of California
(TOC) stated his organization opposed the proposed amendment to Rule 1658. He said
horses competing in a race were inspected by veterinarians four times prior to the start of
the race. That afforded the prospective claimant more protection than a person buying at
an auction, or in a private transaction. It also provided ample protection against a horse

running in a race when it had soundness issues. Crai-g Fravel of Del Mar stated the
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director of racing at his organization had serious concerns regarding the proposed
amendment. He commented an effort to create a national injury database was underway.
Some data should be released within the next few months, so perhaps it would be wise to
wait until a judgment could be made based on such data. David Besenfelder, a
thoroughbred owner, suggested the industry consider the claiming method used in
France, wherein claims were submitted up to 20 minutes after the race. That would
eliminate any issues with figuring out if a horse was lame during the race, and each
pfospective_ new owner could base his claim on the conduct of the race. Claiming in its
current form may have been around for a long time, but it was time for a change. With
the tough economic times it made sense to seek an alternative that would reduce the risk
to new owners. Cémmissioner Brackpool said he believed Mr. Besenfelder was talking
about a much larger issue than the rule in front of the Board. Chairman Harris stated the
rule would be tabled. He agreed that there may be alternatives, but it would take a while

to sort out.

PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT TO CHRB RULE 1843.6, TOTAL CARBON
DIOXIDE TESTING, TO AUTHORIZE THE EQUINE MEDICAL DIRECTOR AND
THE STEWARDS, AS WELL AS THE OFFICIAL VETERINARIAN, TO DIRECT
THAT BLOOD SAMPLES BE TAKEN FROM A HORSE FOR THE PURPOSES OF
TCO2 TESTING.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1843.6,
Total Carbon Dioxide Testing, would authorize the Equine Medical Director and the
stewards, as well as the official veterinarian, to diréct that a blood sample be taken from
the horse for purposes of TCO?2 testing. Ms. Wagner stated no comments were received

during the 45-day public comment period, and staff recommended the Board adopt the
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amendment as presented. Vice-Chairman Isracl motioned to adopt the amendment to

Rule 1843.6. Commissioner Brackpool seconded the motion, which was unanimously

carried.

PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT TO CHRB RULE 1858, TEST SAMPLE REQUIRED,
- AUTHORIZING THE EQUINE MEDICAL DIRECTOR TO DESIGNATE HORSES
FOR TESTING, AS WELL AS THE STEWARDS AND OFFICIAL VETERINARIAN.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1858, Test
Sample Required, would authorize the Equine Medical Director to designate horses for
testing, as well as the stewards and the ofﬁcial veterinarian. Ms. Wagner stated no
comments were received during the 45-day public comment period, and staff
recomménded the Board adopt the amendment as presented. Vice-Chairman Israel
motioned to adopt the amendment to Rule 1858. Commissioner Choper seconded the

motion, which was unanimously carried.

PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT TO CHRB RULE 1859, TAKING, TESTING AND
REPORTING OF SAMPLES, TO PROVIDE THAT URINE, BLOOD OR OTHER
OFFICIAL TEST SAMPLES MAY BE TAKEN UNDER THE DIRECTION OF THE
EQUINE MEDICAL DIRECTOR AS WELL AS THE OFFICIAL VETERINARIAN.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1859,
Taking, Testing and Reporting of Samples, would provide that urine, blood, and other
official test samples may be taken under the direction of the Equine Medical Director, as
well as the official veterinarian. Ms. Wagner stated no comments were received during

the 45-day public comment period, and staff recommended the Board adopt the
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amendment as preSented. Commissioner Brackpool motioned to adopt the amendment to
Rule 1859. Vice-Chairman Israel seconded the motion, which was unanimously

carried.

PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT TO CHRB RULE 1866, VETERINARIAN’S LIST,
TO PROHIBIT A HORSE PLACED ON THE VETERINARIAN’S LIST AS INJURED,
UNSOUND OR LAME, FROM WORKING OUT WITHIN 72 HOURS OF BEING
PLACED ON THE LIST WITHOUT THE PERMISSION OF THE OFFICIAL
VETERINARIAN.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1866,
Veterinarian’s List, would prohibit a horse placed on the veterinarian’s list as injured,
unsound or lame, from.workihg out within '72 hours of being place(i on the list without
the permission of the éfﬁ;ial veterinarian. Ms. Wagner stated no comments were
received during the 45-day public comment period, and s‘caff recommended the Board
adopt the amendment as presented. C‘ommissioner Rosenberg asked if the term
“workout” was a term of art that was deﬁnéd. Ms. Wagner ;tated the rule provided a
definition of workout, which was: an exercise session at near or close to full speed.
Vice-Chairman Israel motioned to adopt the amendment to Rule 1866. Commissioner

Rosenberg seconded the motion, which was unanimously carried.
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PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT TO CHRB RULE 1867, PROHIBITED
VETERINARY PRACTICES, TO PROVIDE THAT THE PRESENCE OF ANY
DRUG SUBSTANCE PROHIBITED UNDER THIS RULE FOUND IN A TEST
SAMPLE OBTAINED CONSISTENT WITH THE BOARD’S RULES SHALL APPLY
IN THE SAME MANNER AS TO A HORSE ENTERED TO RACE.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1867,
Prohibited Veterinary Practices, would provide that the presence of any drug substance
that was prohibited under Rule 1867, which was found in a test sample obtained
consistent with the Board’s rules, would apply in the same manner as to a horse entered
to race. Ms. Wagner stated no comments were received during the 45-day public
comment period, and staff recommended the Board adopt the amendment as presented.
Commissioner Brackpool motioned to adopt the amendment to Rule 1867. Vice-

Chairman Israel seconded the motion, which was unanimously carried.

PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT TO CHRB RULE 1890, POSSESSION OF
CONTRABAND, TO PROHIBIT THE POSSESSION AT A FACILITY UNDER THE
JURISDICTION OF THE BOARD OF ANY VETERINARY TREATMENT OR
MEDICATION , WHICH HAS NOT BEEN PRESCRIBED OR LABELED IN
ACCORDANCE WITH RULE 1840, VETERINARY PRACTICES AND
TREATMENTS RESTRICTED, AND RULE 1864, LABELING OF MEDICATIONS.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1890,
Possession of Contraband, would prohibit the possession at a facility under fhe
jurisdictidn of the Board of any veterinary treatment or medication which had not been
prescribed or labeled in aécordance with Rule 1840, Veterinary Practices and Treatments
Restricted, and Rule 1864, Labeling of Medications. Ms. Wagner stated no comments
were received during the 45-day public comment period, and staff recommended the

Board adopt the amendment as presented. Vice-Chairman Israel motioned to adopt the
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amendment to Rule 1890. Commissioner Braékpool seconded the motion, which was

unanimously carried.

DISCUSSION AND ACTION BY THE BOARD REGARDING THE PROPOSED
AMENDMENT TO CHRB RULE 1632, JOCKEY’S RIDING FEE, TO REVISE
THE JOCKEY RIDING FEE SCALE PURSUANT TO BUSINESS AND
PROFESSIONS CODE SECTION 19501.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1632,
Jocke&’s R}iding Fee, would revise the schedule of jockey’s riding fees pursuant to the
requirements of Business and Professions Code section 19501. The minimum riding fees
for losing mounts would be increased by $10 for jockeys who ride in races with a gross
purse of $1,500 to $9,999. The fee for second and third place mounts was also increased
by $10 pursuant to Business and Professions Code section 19501(b)(2). Ms. Wagner

stated the proposed amendment would also eliminate the gross purse categories of $599

to $1,499, as it appeared such gross purses were no longer offered. Chairman Harris

motioned to direct staff to initiate a 45-day public comment period for the amendment to
Rule 1632. Commissioner Brackpool seconded the motion, which was unanimously

carried.

. DISCUSSION AND ACTION BY THE BOARD REGARDING THE REQUEST TO
RECOGNIZE THE PERMANENTLY DISABLED JOCKEYS FUND AS THE
NONPROFIT ORGANIZATION DESIGNATED TO RECEIVE CHARITABLE
DONATIONS BENEFITING DISABLED JOCKEYS PURSUANT TO BUSINESS
AND PROFESSIONS CODE SECTION 19556(C).

Jacqueline Wagner, CHRB staff, said the organization currently designated to receive

charity race day funds under Business and Professions Code section 19556 was the
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Disabled Jockey Endowment (DJE). On October 27, 2009, the Jockeys’ Guild (Guild)
submitted a letter to the CHRB requesting that the CHRB direct future charity race day
funds to the Permanently Disabled Jockey’s fund (PDJF). The Guild stated the DJE and
the PDJF were in the process of merging, and that the merger was the result of a
determination that it was unnecessary to have two entities performing the same function.
The Guild also stated the PDJF would include several representatives of the California
horse racing industry. Barry Broad, représenting the Guild? stated he was the attorney
involved in closing the DJE and the merger of the two entities. He said the Guild
determined there was no need for separate but very similar corporations, run by the samé
people, to administer the funds. Commissioner motioned to approve the request to
recognize the PDJF as the organization designated to receive charitable donations
benefiting disabled jockeys pursuant to Busincss and Professions Code section 19556(c¢).

Commissioner Choper seconded the motion, which was unanimously carried.

REPORT AND PRESENTATION FROM REPRESENTATIVES OF ODS
" TECHNOLOGIES LP, D/B/A TVG REGARDING TVG’S ON AIR
PROMOTIONAL PRACTICES, AND TVG’S OPERATING RELATIONSHIP
WITH CALIFORNIA RACING ASSOCIATIONS, IN PARTICULAR OAK TREE
RACING ASSOCIATION AND PACIFIC RACING ASSOCIATION, AND TVG’S
COVERAGE OF RACES DURING THE RESPECTIVE RACE MEETINGS.

Vice-Chairman Israel said that during the Oak Tree Racing Association (OTRA) meeting
he noted the unsatisfactory coverage of the OTRA meeting. He stated he made inquires
and was told the TVG coverage of the OTRA meeting was the result of the contract.
Vice-Chairman Israel said he believed the quality of TVG’s coverage of OTRA adversely

affected California horse racing by serving to depress the handle. OTRA’s handles was

off, and Vice-Chairman Israel stated he would assume TVG’s handle on OTRA was also
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off. If there was live racing on the East Coast, the first three or four OTRA races were
not covered by TVG until after they were run, and a lot of the time TVG never gave
results. Vice-Chairman Israel said he found the TVG coverage of OTRA very troubling,
a passive/aggressive attack on California racing because TVG lost its monopoly. To get
back that monopoly TVG played hardball with the State that probably provided at least
48 percent of the handle in horse racing. Vice-Chairman Israel said he would like an
explanation about what happened. Greg Nichols of BetFair, TVG’s pafent company,
stated his organization shared the Board’s view that maximizing a profit was vital. TVG
had a mutuality of interest with California horse racing for that to occur. If California
horse racing was vibrant and well promoted, it should provide a significant financial
impact for all entitifas. TVG was not able to negotiate a continuation of its ten-year
relationship with OTRA, but it did have numerous discussions with OTRA before and
during the meeting and it was alerted to the same concerns expressed by Vice-Chairman
Israel. Mr. Nichols stated TVG heeded OTRA’s concerns, and it redeemed some of the
situation towards the end of the meeting. TVG did not have a vendetta against OTRA,
and it did not seek to undermine the OTRA meeting. However, its priority was to ensure
“ that its exclusive partners, who entered into agréements with certain expectations, were
not let down. Vice-Chairman Israel sta{ed TVG’s coverage improved relative to the
Breeders’ Cup becé_use it would otherwise have been television malpractice, but on a day-
to-day basis the coverage never changed significantly. Vice-Chairman Israel said he was
concerned that as long as Magna Entertainment Company (MEC) or a related entity
owned and operated Santa Anita Park Race Track and Golden Gate Fields, the tracks that

had the bulk of California’s race days, California racing would be diminished. MEC
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owned HRTV and TVG would never have an exclusive agreement with those tracks.
Vice-Chairiman Israel stated it was the Board’s job to ensure California racing was not
diminished. Mr. Nichols said TVG appreciated the Board’s priorities, and it had entered
into an agreement with Santa Anita for its forthcoming meeting, and with Golden Gate
Fields. TVG intended to provide a full service within the scope of its contract. He stated
he knew TVG would not broadcast the meeting, but management at the two tracks was
aware TVG was prepared to broadcast. Vice-Chairman Israel asked how much was
TVG’s 2009 handle on OTRA down? Mr. Nichols said the handle was down, but he did
not have the numbers. He stated there were two parts to the OTRA equation where TVG
" did not have exclusive television and it did not have exclusive advance deposit wagering
(ADW), so there was a decline. Vice-Chairman Israel asked if TVG was excl‘usive with
the New York Racing Association (NYRA). Mr. Nichols said TVG did not have an
exclusive agreement with NYRA. Vicé-’Chairman Israel said however, that it appeared
TVG provided more extensive coverage of NYRA thaﬁ OTRA. Mr. Nicholes said there
were a couple of reasons for the impression: one reason was the time zone, and the other
was that NYRA provided 350 days of racing a year, so there was a consistency of
product. He added there were NYRA races that did not receive pre-race coverage, or that
were televised live, so there was also an element of the California’s dilemma in the
NYRA coverage. Commissioner Brackpool stateéi he watched TVG’s coverage of OTRA
and he noted that there were several times at the start of the OTRA meeting When a race
went off,vbut there were just people sitting in the TVG studio talking. Mr. Nichols said

he was unaware of that occurring but if it did it was not a wise commercial move.

Commissioner Brackpool said it was either unwise, or it was sending a message. Mr.
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Nichols said BetFair was a 10-year old company with an unequaled reputation that
started at zero and was currently worth 2 to 3 billion. That growth had not happened
because it was unwise or unethical. BetFair believed in fair play; however, there may
have been instances where a subsidiary might not have televised or approached cbverage
in the same spirit as the parent company (BetFair) would like. Vice-Chairman Israel
stated it seemed that early in the OTRA meeting TVG was runniﬁg promotional spots that
were — at least by implicatiQn — accusing other ADW providers of not paying on their
wagers. The spots stated TVG was insured and every wager was paid off, and the
impliéation was the others were not insured. The issue was brought to TVG’s attention,
and the Board was informed the spots were removed, yet within two weeks they started
running again. Vice-Chairman Israel said it was smart marketing, but the implication
was dishonest, as all wagers were paid. Mr. Nicholas said BetFair understood in most
major racing nations there was a guarantee of funds. However, the United States did not
conform to the same degree as other jurisdictions. BetFair had, at any given time, $200
million in frust, and the funds were fully guaranteed. BetFair attempted over time to
institute a similar vsystem in the United States to protect the consumer. The
advertisements may have been ill-advised, but ihey were pulled. Mr. Nichols said he was
unaware if they were replayed. Vice—Chairman Israel stated negative advertising worked,
but all wagers were protected and covered. Representatives of XioressBet and Youbet
stated their wagers were protected. Sherwood Chillingworth of OTRA spoke about his
organization’s experience with the TVG. coverage of its meeting. He stated OTRA

received assurances from TVG management that the coverage would improve. OTRA

1-40



Proéeedixﬁgs of the Regular Meeting of November 17, 2009

hoped to have a contract that ensured improved coverage, and it hoped to move ahead in

a constructive manner.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION FOR
APPROVAL TO CONDUCT ADVANCE DEPOSIT WAGERING (ADW) OF ODS
TECHNOLOGIES, L.P.,, DBA TVG, FOR AN OUT-OF-STATE MULTI-
JURISDICTIONAL WAGERING HUB, FOR A PERIOD OF UP TO BUT NOT
EXCEEDING TWO YEARS.

Chairman Harris said a problem for all advance deposit wagering (ADW) providers was
the decision by Master Charge to not let its customers use its credit cards to fund their
ADW accounts. It was a serious issue because that was a major way to fund accounts.
Chairman Harris said he was asked, on behalf of the Board, to contact Master Charge and
Visa to inform them bf the importance of allowing their customers to use their cards in
conjunction with ADW accounts, because it was part of the California revenue stream.

Chairman Harris stated a federal law was the cause of the issue. It prohibited the funding

of gambling transactions with credit cards and the law was aimed at off shore gambling,

but there was an exception for legal gambling. The credit card companies were leery, as
the fines were enormous. Master Charge told its member banks not to accept any
transaction that was coded as a gambling transaction because the transactions were not a
large enough piece of its business to warrant the risk of a mistake. The cards could be
used at a race track, but not on the internet. Chairman Harris said all of the ADW
applications should be fof a one-year period, as there were a lot of changes in the last

year and probably more going forward. Jacqueline Wagner, CHRB staff, said TVG filed

an application to act as an ADW out-of-state multijurisdictional wagering hub. She

stated TVG was currently licensed as an ADW provider and its license would expire on
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December 31, 2009. TVG had a bond on file for $500,000 that would expire on October
12, 2010. Thej, staff analysis indicated the horsemen’s agreement was missing, but TVG
provided a letter that stated it was in place. A copy of the TVG hub agreement was
received and TVG informed staff that track agreements were in place for the race
meetings commencing December 26, 2009. Staff recommended the TVG application be
approved pending receipt of émy' outstanding or missing items. Comrﬁissioner Choper
stated the TVG materials indicated TVG might ﬁot televise a number of live Oak Tree
Racing Association A(OTRA) races since it did not have an exclusive agreement. He
stated he understood that if there was an exclusive contract with one track and a non-
exclusive contract with another track, the exclusive contract was favored. However he
said he wanted to know what would happen with two exclusive contracts and the two
associations ran races at the same time. John Hindman of TVG said the first step was to
look at the contract requirements. If the commitments were equal there would be a
discretionary decision in the booth, and generally the race that started first would be
shown, and the second race would be shown on tape. In addition, TVG would look af the
benefit of showing each race or which race the most customers would enjoy watching.
Commissioner Choper stated that meant TVG Would not prejudice OTRA except in a
situation in which there was an exclusive contract and there was a conflict. He asked
how OTRA would be treated if its race was to go off at the same time as another non-
exclusive track. Mr. Hindman said a call would be made in the booth as the races were
going off. Th¢ race that TVG believed would be most beneficial to its customers or that
its customers would want to see would be shown. Mr. Hindman commented that in the

previous OTRA meeting 100 percent of OTRA’s races were shown, but sometimes they
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were shown on tapeb delay. Chairman Harris commented that Los Angeles Turf Club at
Santa Anita Park Race Track and Pacific Racing Association at Golden Gate Fields had
exclusive HRTV contracts, so TVG could not show those races. Mr. Hindman said if
those racing associations wished TVG to show their races it was willing to entertain those
discussions. Chairman Harris stated, however, TVG had streaming video for all the
tracks on its wagering venue, and it accepted wagers on all California racetracks.
Melanie Frank, representing TVG, stated her organization had submitted all of the
requested documents and it would agree to a one-year contract. Chairman Harris asked if
thé rates iﬁ the horsemen’s contracts were set for the entire year, or were they negotiated
going forward. Ms. Frank said they were typically negotiated track to track. There was
an agreement for the upcoming races at Golden Gate Fields and Santa Anita Park Race
Track. The horsemen’s agreement did not refer to all 2010 meetings. Commissioner
Brackpool asked if staff had the horsemen’s agreements for every track for one year. Ms.
Wagner said the hub agreements covered the entire term of the license, but the contracts
between the tracks and the ADW providers Were negotiated meeting to meeting. As 2010
progressed, staff 'Would ensure the contracts were in hand when racing associations
applied for license to operate a race meeting.k Commissioner Brackpool asked if the
Board was relying on staff to inform it of any deficiency in an agreement. Ms. Wagner
said that was correct. Cathy Christian, representing TVG, said the process was a bit
confusing because of the difference between licensing an entity, and stating it was
eligible to conduct ADW. What the ADW provider could not do is tell the Board that
~every agreement for the next year or two years was completed. The ADW providers

could tell the Board it met all the eligibility requirements for licensure and represent that

1-43



Proceedings of the Regular Meeting of November 17, 2009

it knew it could not take wagers without complying with the law. Commissioner
Brackpool asked how the Board would know when there was a problem, and if there was
a problem, what could it do about it? Ms. Wagner said when the racing association
applied for a license to operate a race meeting it'was required .to identify the ADW
providers for that meeting. The onus was placed on the racing association applicant to
ensure all the contracts were completed. Chairman Harris said the key was negotiations
between the Thoroughbred Owners of Califomia (TOC) and the ADW providers. Guy
Lamothe of TOC stated his organization had not received a horsemen’s agreement with
TVG for the upcoming Santa Anita meeting. Ms. Chrisﬁan said TVG delivered a letter to
the CHRB, dated November 16, 2009. The purpose of the letter was to inform the Board
that TVG entered into an agreement with TrackNet for ADW on the upcoming races, and
it was represented to TVG that the terms were acceptable to TOC. Chairman Harris said
he did not know if TrackNet was authorized<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>