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

(916) 263-6000
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of the California Horse Racing Board will be heid on Thursday, July 22, 2010, commencing
at 9:30 _a.m., at the Del Mar Surfside Race Place (Downstairs General Admission Area),
2260 Jimmy Durante Blvd., Del Mar, California. The audio portion only of the California

Horse Racing Board regular meeting will be available online through a link at the CHRB
website (www.chrb.ca.gov) under “Webcasts.”

AGENDA

Action Items:

1. Approval of the minutes of the regular meeting of June 22, 2010.

2.  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 presentations.

3. Discussion and action by the Board on the nomination of members to the Board of
Directors of the California Thoroughbred Horsemen’s Foundation, Inc.

4.  Discussion and action by the Board regarding the distribution of race day charity
proceeds of the Los Angeles Turf Club in the amount of $83,008 to 16 beneficiaries.

5. Discussion and action by the Board regarding the amendment to the YouBet Application
for License to Conduct Advance Deposit Wagering (ADW) of YouBet, Inc., for a
California multi-jurisdictional wagering hub, to update the application to reflect
Churchill Downs as the current parent company of YouBet, Inc.

6.  Discussion and action by the Board regarding the proposed amendment to CHRB Rule
1974, Wagering Interest, to 1) provide that the withdrawal of one horse from a
wagering interest that consists of more than one horse constitutes the withdrawal of
the coupled entry or field and any horse remaining in the coupled entry or field shall
run as a non-wagering interest for the purse only, and 2) to provide that a horse that

is removed from the wagering pool in error shall run as a non-wagering interest for
purse only.

7. Discussion and action by the Board regarding the proposed amendment to CHRB Rule
1876, Financial Responsibility, to add financial responsibility complaints from equine
medical hospitals, and services provided by horse farms that are directly related to
horseracing where the debt exceeds $1,000.00.



10.

11.

12.

13.

14.

15.

16.

17.

18.

.

Discussion and action by the Board regarding the feasibility of amending CHRB Rule
1634, Claiming Option Entry.

Discussion and action by the Board regarding the feasibility of adding CHRB Rule,
1581.2, Suspended Trainer May Enter Horses, to allow suspended trainers to enter a

horse to race during the time of suspension provided the race occurs subsequent to
the last day of suspension.

Report from the Chairman of the Board regarding legislative industry developments.

Discussion and action by the Board regarding a report from the Thoroughbred Owners

of California (TOC) regarding the results of its recent Board election and TOC’s
plans for 2010 and beyond.

Discussion and action by the Board on the Application for License to Conduct a Horse
Racing Meeting of the LLos Angeles County Fair (F) at Fairplex, commencing
September 9, 2010 through September 27, 2010, inclusive.

Discussion and action by the Board on the Application for License to Conduct a Horse
Racing Meeting of the Oak Tree Racing Association (T) at Santa Anita, commencmg
September 29, 2010 through October 31, 2010, inclusive.

Discussion and action by the Board on the approval of the 2010/2011 Agreement
providing funding support for the Board.

Discussion and action by the Board regarding a report from Los Alamitos Racing
Association regarding the impact the two percemt increase in the take-out on
conventional and exotic wagers on races conducted by the racing association has had
on handle, and if the take-out increase should continue until September 8, 2010 as
approved by the Board.

Discussion by the Board regarding a report concerning the revenue stream; the takeout
dollar in California, where it goes, and how it is used and the sources of handle.

Discussion and action by the Board regarding a comprehensive report from MI
Developments Inec., as requested by the Board at its May 2010 Regular Meeting,
concerning its future plans for California racing and its plans for racing at Santa
Anita Park Race Track and Golden Gate Fields.

Discussion and action by the Board regarding a finding pursuant to Business and
Professions Codes sections 19483 and 19484 that MI Developments Inc. ownership of
Santa Anita Park Race Track, Golden Gate Fields and XpressBet is in the best
interest of horse racing, and whether such ownership better serves the purposes of
Business and Professions Code Division 8 Chapter 4 (Horse Racing Law).
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19. Discussion and action by the Board regarding the amendment to Pacific Racing
Association’s Application for Authorization to Operate a Simulcast Wagering Facility
to update the application to reflect MI Developments, Inc. as the current parent
company of the Pacific Racing Association.

20. Discussion and action by the Board regarding the amendment to Los Angeles Turf
Club’s Application for Authorization to Operate a Simulcast Wagering Facility to
update the application to reflect MI Developments, Imec. as the current parent
company of the Los Angeles Turf Club. :

21. Discussion and action by the Board regarding the amendment to the XpressBet
Application for License to Conduct Advance Deposit Wagering (ADW) of XpressBet,
Ine., for a California multi-jurisdictional wagering hub, to update the application to
reflect MI Developments Inc. as the current parent company of XpressBet.

22. Discussion and action by the Board regarding 1) reallocation of August 25, 2010 through
October 3, 2010 race dates from Pacific Racing Association to the Los Angeles Turf
Club, and 2) the Application for License to Conduct a Horse Racing Meeting of the
Los Angeles Turf Club (T) at Golden Gate Fields, commencing August 25, 2010
through October 3, 2010, inclusive.

23. 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).

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
Keith Brackpool, Chairman
David Israel, Vice Chairman
Jesse H. Choper, Member
Bo Derek, Member
John C. Harris, Member

Jerry Moss, Member .

Richard Rosenberg, Member

Kirk E. Breed, Executive Director
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PENDING ADMINISTRATIVE ADJUDICATIONS
JULY 2010

CASE

A. Reconsideration for Licensure
Patrick Valenzuela

B. Appeal of the Board of Stewards Official Ruling #90, Pacific Racing Association,
Dated June 6, 2010

Hector Romero

C. MI Development, Inc.
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PROCEEDINGS of the Regular Meeting of the California Horse Racing Board held at
the Hollywood Park Race Track Sunset Room, 3883 West Century Boulevard,
Inglewood, California, on June 22, 2010. ,

- Present: Keith Brackpool, Chairman
David Israel, Vice-Chairman
Jesse H. Choper, Member

Bo Derek, Member

John C. Harris, Member

Jerry Moss, Member -

Kirk E. Breed, Executive Director
Robert Miller, Staff Counsel

PRESENTATION OF THE CALIFORNIA HORSE RACING BOARD
RESOLUTION TO JOHN ANDREINI.

Chairman Brackpool presented ex-Commissioner John Andreini with a resolution from
the California Horse Racing Board. Mr. Andreini expressed his appreciation for the -

resolution.

MINUTES

Chairman Brackpool asked for approval of the minutes of the Regular Meeting of May
20, 2010. Vice-Chairman Israel motioned to approve the minutes. Commissioner Harris

seconded the motion, which was unanimously carried.

PUBLIC COMMENT

Jerry Jamgotchian, a horse owner, spoke about his concerns regarding horse racing in
California. John Bucalo of the Barona Casino off track wagering facility spoke about his

organization’s desire to offer full card wagering.



Proceedings of the Regular Meeting of June 22, 2010 2

DISCUSSION AND ACTION BY THE BOARD REGARDING THE PROPOSED
AMENDMENT TO CHRB RULE 1844, AUTHORIZED MEDICATION, TO
MODIFY THE LEVELS PERMITTED FOR PROCAINE SUBSEQUENT TO
PROCAINE PENICILLIN ADMINISTRATION.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1844,
Authorized Medication, would increase the amount of procaine that may be present in an
official utine test sample from ten nanograms per milliliter to 50 nanograms per milliliter.
The .proposed amendment would also add a new subsection 1844(h), which would —
under specific conditioﬁs - authorize procaine as a medication following administration
of procaine pénicillin. Ms. Wagner stated the proposedbamendment was discussed at the .
May 2010 Medication and Track Safety Committee (committee) meeting. The
committee determined it Would recommend that the Board direct staff to initiate a 45-day
public. comment period. Commissioner Derek said she would normally not be in favor of
raising the level of any medication; however, procaine was a therapeutic drug that was
important ‘tov racing. Commissioner Harris cormnente_d‘procaine penicillin was an old
medication that was more effective than some of the newer antibviotics. He added the
proposal could save money and offer better care of race horses. Chairman Brackpool
meﬁoned to direct staff to initiate a 45-day public comment period for the proposed
amendment to Board Rule 1844. Commissioner Derek 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 1766, DESIGNATED RACES, TO
REQUIRE A JOCKEY OR DRIVER TO SERVE ADDITIONAL SUSPENSION
DAYS, SIMILAR TO THE CALIBER OF THE DESIGNATED RACES, SHOULD A
SUSPENDED JOCKEY OR DRIVER PARTICIPATE IN MORE THAN ONE
DESIGNATED RACE PER DAY IN CALIFORNIA.

Jacqueline Wagner, CHRB staff, said the proposed amendment to Board Rule 1766,
Designated Races, would provide that suspended jockeys or drivers, who participated in

more than one designated race in California, or in one or more designated race in another

jurisdiction while under suspension in California, shall be required to complete their term -

of suspension on the equivalent day of the week following the day oﬁ which they
participated in the designated race(s). Ms. Wagner stated the proposed regulation was
noticed to the public for a 45-day comment period. Letters of support for the amendment
were received from the stewards at Golden Gate Fields and Hollywood Park Race Track.

Ms. Wagner read into the record the letter from the Golden Gate Fields stewards.

Chairman Brackpool stated he believed the améndment would be good for horse racing,

as it prevented the appearance of suspended jockeys and drivers taking advantage of the
system by trading days. Vice-Chairman Isracl motioned to adopt the proposed
amendment to Board Rule 1766. Commissioner Choper seconded the motion, which was

unanimously carried.

DISCUSSION AND ACTION BY THE BOARD REGARDING THE DISTRIBUTION
OF RACE DAY CHARITY PROCEEDS OF THE LOS ANGELES TURF CLUB
IN THE AMOUNT OF $83,000 TO 14 BENEFICIARIES.

Chairman Brackpool stated the item was put over to the July 2010 Regular Board
‘Meeting.
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DISCUSSION AND ACTION BY THE BOARD REGARDING THE DESTREBUTIGN ’
OF RACE DAY CHARITY PROCEEDS OF THE OAK TREE RACING
ASSOCIATION IN THE AMOUNT OF $48,365 TO EIGHT BENEFICIARIES.

Jacqueline Wagner, CHRB staff, said the Oak Tree Racing Association (OTRA) was
requesting to distribute $48,365 in race day charity proceeds to eight Beneﬁciaries. She
stated 100 percent of the proceeds would benefit horse racing related organizations. Staff
recommended the Board approve the‘ OTRA request as presented. Commissioner Derek
motioned to approve thé request by OTRA to distribute race day charity proceeds.

Commissioner Moss seconded the motion, which was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD REGARDING 1) A REPORT FROM
REPRESENTATIVES OF SOUTHERN CALIFORNIA OFF-TRACK
WAGERING, INC. (SCOTWINC) CONCERNING OPERATING RESULTS,
FINANCIAL CONDITION, AND STRATEGIC PLANNING AND 2) FOR
WAGERING CONDUCTED BY THOROUGHBRED RACING ASSOCIATIONS,
THE REQUEST TO MODIFY THE DISTRIBUTION OF TAKEOUT AS
PERMITTED BY BUSINESS AND PROFESSIONS CODE SECTION 19601.01
AND TO MODIFY THE DISTRIBUTION OF MARKET ACCESS FEES FROM
ADVANCE DEPOSIT WAGERING (ADW) AS PERMITTED UNDER BUSINESS
AND PROFESSIONS CODE SECTION 19604(F)(5)(E).

Craig Fravel, representing Southern California Off-Track Wagering, Inc. (SCOTWINC),
said a report to the Board regarding the issue was provided for ihclusion in the materials
for the Regular Meeting, és well as a comprehensive site-by-site analysis of the factors
involved in each SCOTWINC and Northern California Off-Track Wagering
(NCOTWINC) location. Mr. Fravel stated a task force comprised of persons from
various facets of the racing industry was appointed to conduct a comprehensive review of
SCOTW_INC and NCOTWINC operations, and to idéntify operating éfﬁciencies; make
recommendations on future improvements; and develop short-term and long-term

recommendations on improving the operating system. Phase one, which was a snapshot
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of the operating systems’ present condition, and a variety of recommendations for
improving operating efficiencies and delivery of product to the customer, was completed
and included in the report provided to the Board. Mr. Fravel commented the report
demonstrated the importance of SCOTWINC and NCOTWINC to California. It also
demonstrated that the operating systems needed extensive work to improve operations, to
deliver customer service and to increase distributions of the product beyond the
traditional locations. One of the critical items identified was the establishment of
standards and operating processes there would be uniform across the various facilities.
There were some very nice facilities and others that were not as nice. Mr. Fravel added
that some of the nbt—so—nice facilities actuaﬂy delivered more net return than one might
expect. On a short-term 'Basis the request before the Board was to modify the current
reduction in the distribution of market access fees from Advance Deposit Wagering
(ADW) to cbntinue to balance the operating expenses versus the operating revenues
attﬁbu‘ted to the SCOTWINC and NCOTWINC sites. The second request before {he
Board was to reduce the current ADW deduction of 4 percent to 175 percent in the south
and 2.9 percent in the north, and to continue the deduction for a period of one year.
Chairman Brackpool stated when the issue was raised in February 2010 the Board was
not pleased with the status of the operating systems. However, since that time; the
industry has responded well to the Board’s concerns, and the réport that was presented
was useful. While there may be a continuing operating deficit in a couple of the
‘operations, it was important to remember what they contributed to the overall handle.
Commissioner Harrié said he would like to clarify that the reqﬁests did not impact

takeout, which would remain the same. Mr. Fravel stated the wagering fans would not be
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affected by any of the requests. Commissioner Choper asked how the operating systems
would balance their own budgets. Mr. Fravel said there was a 2.5 percent deduction from
the brick-and-mortar locations that paid all the pari-mutuel costs, which were really the
direct costs of distributing the signal and taking wagers. The deficit was balancéd by
creating a deduction from the ADW revenues to balance against projected expenses. Mr.
Fravel added expenses had been reduced by $5 million, which was a huge positive.
Commissioner Choper asked if the ADW providers participated in the discussions. Mr.
Fravel said they did not participate. He commented that long term goals were improving
ADW and expanding distribution. The work group would loék at such issues and return
to the Board with detailed recommendations. Commissioner Choper asked how the
ADW contribution took place. Mr. Fravel said the enabling statute was modified to allow
the deduction with approval of ihe represented parties and the Board. Vice-Chairman
Israel asked if the operating organizations had any standards they imposed on member

facilities. Mr. Fravel said there were no standards for various operations. However,

SCOTWINC and NCOTWINC needed to start looking at the facilities as franchises. He |

indicated the Board was initiating the process to develop standards. SCOTWINC and
NCOTWINC only controlled the distribution of the signal and the acceptance of wagers.
They did not control food and beverages, janitorial services, or the capital expense budget
for the facilities. The operating organizations’ ability to enforce standards was probably
not as great as the Board’s. Additionally, there were questions about the operating
organizations’ ability to cut off individual facilities. Vice-Chairman Israel said the
operating organizations might consider legislation that would enable them to exert greater

influence and set a bar for substandard facilities. Mr. Fravel said the industry needed to

A4=0
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work with the Board on such issues, as the Board he{d the ability to set standards.
Commissioner Choper said it would be helpful if the operating organizations would make
a report to the Board if it concluded an off-track site was inadequate. Mr. Fravel stated
that could be part of the ongoing managepial responsibili;[ies. Vice-Chairman Israel said
the industry needed to help the Board establish what was necessary to serve the public.
Mr. Fravel said the work group corﬁpleted its sﬁrvey to determine current conditions at
the facilities. The next step was to work with the industry and the Board to implement
uniform standards. Chairman Brackpool motioned that effective for a one-year period
"commencing July 1, 2010 and ending June 30, 2010, the Board approved, pursuant to
Business and Professions Code section 19604(£)(5)(E) and éubject to the parties whose
distributions would be affected filing the prescribed agreement with the Board, that the
distribution of market access fees from the ADW wagers made by California residents op
races condueted and hosted by thoroughbred associations be modified to 1.75 percent of
ADW wagers in central and southern zones of SCOTWINC, and 2.9 percent of ADW
wagers in the northern zone of NCOTWINC. Effective for a one-year period
commencing July 1, 2010 and ending June 30, 2011, the Board would approve pursuant
to Business and Professions Code section 19601.1 and subject to the‘parties whose
distributions were being affected filing a prescribed agreement ‘with the Board, that the
distribution prescribed in Business and Professions Code section 19605(a)(2)(A) to the
entity described in Business and Professions Code section 19608.2 be altered from 2.5
percent to 2.9 percent of the handle in the northern zone on races conducted and hosted

by the thoroughbred association in the northern zone. Jerry Jamgotchian, a horse owner,

1-7
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spoke about his concerns regarding satellite wagering facilities and the industry. Vice-

Chairman Israel seconded the motion, which was unanimously carried.

DISCUSSION BY THE BOARD REGARDING SENATE BILL 1439 (PRICE),
WHICH WOULD HAVE CHANGED THE 20 MILE RADIUS REQUIREMENT
TO 15 MILES; AUTHORIZED THE CHRB TO CONDUCT A ONE YEAR TEST
AT THE PROPOSED SITE IF A SATELLITE WAGERING FACILITY OR
TRIBAL CASINO DID NOT CONSENT TO A MINISATELLITE WAGERING
FACILITY (MSW); AND WOULD HAVE PROHIBITED AN MSW FROM
BEING WITHIN 20 MILES OF AN INDIAN CASINO.

Chairman Brackpbol said Senate Bill 1439 (SB 1439) occupied a considerable amount of
the Board’s time over the past several months. The Legislative, Legal and Regulations
Cqmmittee (pommittee) held a hearing at which SB 1439 was one of the main focuses.
The committee asked the parties to try to work out their differences, but the San Mateo
County Fair A(SMCF) and thé California Authority of Racing Fairs (CARF) believed it
was in their interest to oppose the issue, rather than to find a resolution. Chairman
Brackpool said the participants had been asked to come before the Board to their
opposition to SB 1439. He stated the Board was interested in understanding what horse
racing interests CARF believed it was advancing by its significant efforts to oppose
passage of SB 1439. Chris Korby of CARF said his organization was in favor of the
expansion of the satellite and minisatellite network. However, CARF believed SB 1439
was flawed and it might have hurt CARF’s interests and the interests of the existing
satellite network. John Alkire of CARF stated the reason CARF opposed SB 1439 was
that it created inequalities amongst fairs, tribes, and tracks. The legislation Was
motivated primarily by a desire to punish SMCF for its opposition to the two Golden

Gate Fields minisatellite wagering facility concepts for San Francisco. Mr. Alkire said
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there was no business plan or economic criteria for the implementation of the legislation.
Satellite wagering facilities were struggling, and SB 1439 WOlﬂd allow further
cannibalization that would have a hannﬁll impact on such facilities. Furthermore,
expansion could take place within existing statute. Vice-Chairman Israel asked if Los
Angeles county or Kern county decided that they did not want Fresno County to have a
fair, and ran legislation that gave them the right to interfere, what would CARF do? Mr.
Alkire stated CARF would .oppose such legislation. Vice-Chairman Israel asked why,
then, was it okay for SMCF to determine what businesses could operate in San Francisco
County? San Francisco was not trying to operate in San Mateo County; it was a separate
county with its own interests and populaﬁdn that needed to be served. If San Francisco
had minisatellite wagering facilities, it would benefit the whole of horse racing by
generating revenue and increasing interest in thé sport. Vice-Chairman Israel said
Golden Gate Fields was not going to operate a facility that was bad for horse racing. Mr.
Alkire stated SMCF and Golden Gate Fields reached an agreement that would allow
minisatellite wagering facilities in San Francisco. Chairman Brackpool said if that was
the case, why did CARF spend so much time and effort to oppose the legislation? If an
agreement was reached, who was CARF protecting? No one else opposed the bill.
Chairman Brackpool said the message from Sacramento was loud and clear; the
Governor of California publically stated he wanted to support a significant piece of
1égislation that would promote horse racing. The Board’s mandate included the
promotion of horse racing. The Board implored CARF and SMCF to sit down with
interested parties and to work out the issues. However, the only message the legislature

heard was that once again, horse racing had warring factions over an issue that the parties

1-9
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were telling the Boafd was resolved. If the issue was resolved, CARF needed to inform
the Board as to why it continued to oppose the bill. Mr. Alkire said he wished to defer to
Mr. Korby because he was not included in the meetings in Sacramento. Chairman
Brackpool said the Board was not interested in the Sacramento meetings. A staterhent
was made that Golden Gate Fields and SMCF reached an agreement on an issué and
resolved the issue. Then how could CARF authorize its executive director to contiﬁue to
expend its funds lobbying against the bill when the issue was resolved? Mr. Alkire said
the resolution of the issues did nothegate the fact that SMCF was still attempting to pay
off its debt. SMCF wanted to guarantee that taking care 6f its financial obligations was
ensured. Chairman Brackpool said CARF was prepared to hold the remaiﬁder of
California horse racing hostage to allow SMCF té expedite its debt payoff. Mr. Alkire
stated SMCF was a member of CARF,_ so CARF was trying to support the fair. Vice-
Chairman Israel asked if CARF had any marketing surveys that demonstrated
minisatellite wagering facilities in San Francisco would adversely impact SMCF. Mr.
Alkire said he had not seen any such surveys. Mr. Korby stated that was a critical point
with regards to the legislation. There was no plan or economic criteria in the bill. Viée-
Chairman Israel stated thé enabling legislation contained a plan for expansion of

minisatellite wagering facilities into the various zones. Only 15 minisatellites were

allowed in each zone. Mr. Korby said there were no economic criteria for determining

_the impact of a minisatellite. Chairman Brackpool stated there were no economic criteria
for maintaining an existing satellite facility. Mr. Korby said CARF would be in favor of

such criteria for both types of facilities, and since the ‘demise of SB 1439 CARF had

reached out to other industry groups such as Thoroughbred Owners of California (TOC),

I=iu
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Del Mar Thoroughbréd Club (DMTC) and representatives of MI Developments. The aim
of the meetings was to arrive at language to replace.the flawed language of SB 1439 to
allow the expansion of minisatellite wagering facilities in an orderly, business-like
fashion. Commissioner Moss asked what CARF considered orderly. Did CARF have
any province over the Commerce Club? Did CARF have anything to do with the opening
of the Commerce Club minisatellite? Mr. Korby said CARF did not have a connection
with the Commerce Club. Commissiéner Moss asked why a state of monopoly existed;
why could not other entities open and run a minisatellite. Mr. Korbyv said CARF
encouraged expansion of the satellite network, but in a way that benefited horse racing
and did not inure existing faciﬁties. Chairman Brackpobl asked if CARF was prepared to
give the Board a propdsal regarding legislative 1anguage that would be acceptable. Mr.
Korby said there was language. He stated the language would require a business plan for
implementation of statewide expansion of the satellite wagering network to be completed
not later than January 31, 2011. Vice-Chairman Israel said that was absurd.
Commissioner Harris stated it seemed the requirement was tailored to the needs of
CARF’s constituency. He asked who would draft thé plan. Mr. Korby said it would be
Southern California Off-Track Wagering, Inc., Northern California Off-Track Wagering,
Inc., or the California Marketing Committee. The race tracks, the horsemen and the fairs
would approve the plan, but CARF would welcome Board involvement. Chairman
Brackpool asked if CARF would have veto rights. Mr. Korby said CARF Was. only
asking for a collaborative effort. CARF was looking for an empirical, business-like
analysis of where the underserved markets were, and which under served areas of the

state could support satellite wagering. Mr. Korby stated the second point was defining

1-11



Proceedings of the Regular Meeting of June 22, 2010 12

market a;reé by population density or other demographic metric, and apply mileage radius
based on that demographic metric. The third point was that CARF would eliminate a
district-wide protection for fairs in Northern California on January 1, 2011. Current law
provided that the fairs in Northern California would have more than the 20-mile radius
and would have such protection in their Agricultural districts until 2013. The fourth
point was the creation of an impartial third party arbitration procéss to intervene if a race
track or fair could not reach an agreement on a proposed minisatellite. The fifth point
was an industry established streamlined procedure for review of requests for minisatellite
approval and license applications. Chairman Brackpool asked if the plan was widely
distributed — because no Commissioner had received one. Mr. Korby said TOC and
DMTC received copies. Commissioner Chopér suggested mediation be included with
arbitration, as under the circumstances it might be a better process. He asked what the
status of the proposed San Francisco minisatellite wagering facilities was. Robert
Hartman of Golden Gate Fields said the SMCF/Golden Gate Fields agreement would
allow SMCF to open minisatellites in San Mateo Coﬁntfy and allow Golden Gate Fields to
open minisatellites in the County of San Fra;lciéco. The parties would support each other
in such efforts and would not oppose any facilities that were within 20 miles. The
agreement was executed. Chairman Brackpool said SMCF’s iséues with San Francisco
were resolved, yet CARF‘continued to oppose SB 1439; he asked what he was missing.
SMCF could (?pen minisatellites in San Mateo County, and in return, Golden Gate Fields
could open minisatellites in San Francisco County. So, could CARF or SMCF explain
why they conﬁnued to oppose SB 1439, when the only opposing parties reached an

agreement? Porter Goltz, representing San Mateo County, said SMCF borrowed $6

=14
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million of state funds to build a satellite we{gering facility. To the extent that San Mateo
County believed that other minisatellites would cannibalize SMCF patrons, it was firm in
it position that the statutory protection zone should rerﬁain in place. He added ‘SMCF
was proposing the creation of another minisatellite in Northern Califdmia. Vice-

Chairman Israel asked if SMCF did not believe the proposed minisatellite would

cannibalize its patrons. Mr. Goliz said SMCF believed the strategic placement of the

minisatellite would not affect its business. Vice-Chairman Israel commented in other
words, SMCF got a piece of the action. Chiairman Brackpool said the distinction was that
SMCF would dpen as many minisateﬂites in San Mateo as it wished; it just did not want
any other entity to 0pen one. Commissioner Choper said SB 1439 was defeated,band the
parties had developed an alternative plan. He urged the parties to widely share the plan.
Vice-Chairman Israel asked if the Lucky Chances minisatellite was resolved. Mr.
Hartman said Lucky Chances was in San Mateo, so that would be up to SMCF. Mr.
Hartman added there were other areas in California where the issue could become a
probiem. A proposed minisatellite in Pleasant Hill was only 19.8 miles from the Solano
County Fair, but a waiver had been granted. C'ommissioner Choper said he understood
the competing interest involved with the minisatellites. What happened could not be
changed, but the industry could try to avoid a similar situation, and to facilitate the
-opening of minisatellites in a way that would benefit everyone concerned. There was
only one major racetrack in Northern California, so the industry had to do what it could
to keép it going. The five point plan was the beginnings of something that should be
moved forward, and anything the Board could do to facilitate that, should be done. Vice-

Chairman Israel said the industry needed to conduct market research because sometimes
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density drives business for all concerned. Without market research, the industry simply
took the 20-mile protection radius as an érticle of faith. If there was a facility that was
within the 20-mile zone, it would be bad for business. That notion was not based on
evidence and it was hurting the industry. Commissionerv Moss said he agreed with Vice-
Chairman Israel. Without a computer or telephone one could not make a wager in many
areas of California. That was ridiculous, and the existing satellite facilities were acting
like monopolies. He stated the industry needed to promulgate a plan Athat would allow the
system to accommodate facilities what would appeal to persons who wished to wager on
horse racing. Chairman Brackpool said he looked forward to learning about CARF’s
market research, how many parties CARF had reached out to, and the distribution of
CARF’s five-point plan. Jerry Jamgotchian, a horse owner, spoke about his concerns
regarding the implementation of minisatellite wagering facilities, and the economic

viability of existing satellites.

DISCUSSION AND ACTION BY THE BOARD ON THE REQUEST FROM THE
CALIFORNIA AUTHORITY OF RACING FAIRS (CARF) TO ENACT CHRB
RULE 1406, SUSPENSION OF RULE, TO WAIVE THE PROVISIONS OF CHRB
RULE 1976.9, PICK (N) POOL, TO ALLOW A PICK SIX CARRY OVER TO ROLL
FROM THE ALAMEDA COUNTY FAIR CONTINUING TO THE CALIFORNIA
STATE FAIR, THE SONOMA COUNTY FAIR, AND THE HUMBOLDT COUNTY
FAIR WITH THE PAYOUT CONCLUDING ON THE LAST DAY OF THE BIG
FRESNO FAIR. :

Chris Korby of the California Authority of Racing Fairs (CARF) said his organization
was requesting that the Board enact Rule 1406, Suspension of Rule, to waive the
provisions of Rule 1976.9, Pick (n) Pool. He stated the Pick Six was one of the racing
fairs’ most popular wagers. This was due to the carry over of the pool if a Winning

selection was not paid out. Because the racing fairs ran for a short period of time —
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between one and three weeks each in 2010 — there was little opportunity for the Pick Six
carry over pool to grow. CARF believed a terrific way to promote horse racing interest
was to allow the Pick Six carry over to roll from the Alameda county Fair through the
California State Fair, the Sonoma County Fair, and the Humboldt County Fair with the
payout concluding on the last day of the Big Fresno Fair. Commissioner Harris asked if
CARF had many big Pick Six catry overs at racing fairs. He said he did not think there
were many, and the request was unnecessary and perhaps counter—productive.' Paying out
a Pick Six at the end of a meeting was simple, and it provided finality to the wager. With
the request before the Board, a carry ovef at Humboldt County Fair might not be paid out
until a month and a half later at the Big Fresno Fair. The idea seemed to be rearranging
the deck chairs on the Titanic, and not something that would move the sport forward.
Mr. Korby said he understood the logic of paying out the Pick Six at the end of each
meeting; however, the interest in a Pick Six increased when the carry over reached a
certain threshold. CARF would like the opportunity to have that occur during the racing
fair circuit. That would not be possible due to the short duration of each racing fair
meeting. Commissioner Choper asked if Mr. Korby was aware of that Humboldt County
Fair would not have six thoroughbred races on a particular day. Mr. Korby said the Pick
Six would be offered on the six races available at Humboldt County Féir. It would not be
the first time multiple leg wagers were offered on different breeds. Commissioner
Choper commented he thought that would be a deterrent to waggring. Commissioner
Harris said another concern was that when the Pick Six pool did go big, it was really a
redistribution of wealth to an offshore mega better; the payout did not necessarily stay in

California. Vice-Chairman Isracl motioned to deny the request by CARF to enact Rule

1-15



Proceedings of the Regular Meeting of June 22, 2010 ’ 16

1406 to waive the provisions of Rule 1976.9. Commissioner Harris seconded the

motion, which was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION FOR
LICENSE TO OPERATE A MINISATELLITE WAGERING FACILITY BY THE"
SAN MATEO COUNTY EVENT CENTER AT THE ARTICHOKE JOE’S

CASINO, SAN BRUNQ, FOR A PERIOD OF UP TO BUT NOT EXCEEDING TWO
YEARS.

Jacqueline Wagner, CHRB staff, said the San Mateo County Event Center (SMCEC)
submitted an application to operate a minisatellite wagering facility at Artichoke Joe’s
Casino, which was located approximately eight miles from the SMCEC in San Mateo.
Ms. Wagner stated the SMCEC indicated Artichoi{e Joe’s was merely the location of the
minisatellite and that the Jockey Club would operate the facility. Artichoke Joe’s
personnel would not handle any of the minisatellite funds, nor would they handle the
eqﬁipment for the signal or wagering. Ms. Wagner said the applicant proposed to operate
the minisateﬂite'wagering facility Wednesday through Sunday and selected Mondays and
holidays. The estimated number of terminals was 10; the seating capacity 66; the number
of tables 20; and 19 television monitors. Ms. Wagner said a number of items were listed
as outstanding for the application. However, the financials and the description of the
public address system had been received by staff. Ip addition a new application was
received, but a quick review showed only minor changes in language that did not affect
outstanding items. Ms. Wagner listed the outstanding items. Chélinnan Brackpool asked
if there was a bﬁsiness plan that worked through the projections on the California
Authority of Racing Fair’s five point plan. Chris Carnegie of the SMCEC asked if that

was a requirement for all other minisatellite applications. If it were required, SMCEC
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would provide it, but so far, it was not a requirement. He stated that SMCEC was
requesting approval of the minisatellite contingent on some items SMCEC would

provide. Chairman Brackpool asked if SMCEC believed that any minisatellite that

opened within 20 miles of its facility should be controlled and operated by the San Mateo

County Fair. Mr. Caregie said SMCEC believed that minisatellite wagering facilities

would work if strategically located in the bay area and Northern California. ‘Chairman
Brackpool said that did not answer his question. He asked if it was the philosophy and
intent of the SMCEC that it would‘ only allow minisatellite facilities if the San Mateo
County Fair was the operator or effectively the franchisor of the system. Mr. Carnegie
said SMCEC would look at any proposal, and its application was bringing a partnership
proposal to the Board. Vice-Chairman Israel asked what the financial relationship was
between Artichoke Joe’s and San Mateo. Mr. Carnegie said as the operator SMCEC
would receive 2 percent of the handle. All the monies from the handle would go to
Artichoke Joe’s to pay for the improvements. Once the improvements were paid, there
would be a 50/50 split between San Mateo County and Artichoke Joe’s. Vice~Cﬁairman

Israel asked how long SMCEC’s projections showed it would take to pay for the

improvements. Mr. Carnegie said if the minisatellite were as successful as the

Commerce Club, it would take six months. VicenChéirman Israel asked why SMCEC did
not think Artichoke Joe’s would cannibalize its business. M. Carnegie said SMCEC met
with various locations but was not able to reach and agreement. It v;fas able to come to
terms with Artichoke Joe’s. Vice-Chairman Israel asked why Artichoke Joe’s was not
present to represent itself. Mr. Carnegie said Artichoke Joe’s was not the applicant.

Commissioner Harris asked if Artichoke Joe’s charged admission. Mr. Carnegie said it
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did not charge admission. Commissioner Harris said he did not know why SMCEC was
not concerned the minisatellite would not cannibalize its customer base, as it did charge
admission. Mr. Carnegie said the size of the minisatellite location led SMCEC to believe
the majority of the patrons would come from Artichoke Joe’s. He admitted, however,
that some SMCEC patrons could defect, as Artichoke Joe’s was in a good location. Vice-
Chairman Israel stated the Lucky Chance casino was within approximately 15 miles of
SMCEC. It served a population predisposed to wager, and those people could help
increase handle in Califdmia. H_oWever, because SMCEC could not shake a point out of
Lucky Chance, it would not let it operate. Porter Goltz, representing SMCEC, said the
arrangement with Artichoke Joe’s was a business deal agreed upon by all parties. The
terms for Lucky Chance casino were not acceptable, so SMCEC choose a partner and
applied to operate a minisatellite wagering facility; it was a fair deal.  Vice-Chairman
Israel said a fair deal was good for all of California horse racing, not what was good for
one particular element. A fair deal would benefit the whole and generate the most
revenue for all partiés involved. SMCEC still h@d not proved through any kind of market
surveys that opening any of the other facilities would result in cannibalization. Mr. Goltz
said SMCEC was before the Board asking to do the Vefy thing it was accused of trying to

stop. It was asking to open a minisatellite wagering facility within 20-miles of the San

‘Mateo County Fair. Vice-Chairman Israel said that was because SMCEC got a cut of the

action. Commissioner Choper stated the core question was if SMCEC wished to have
veto power over any facility within 20 miles. In around six months there would be a plan
that would deal with all of those questions. Commissioner Choper said he agreed with

Vice-Chairman Israel regarding market research. It would make a big difference in the
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calculus. Sherwood Chillingworth of Oak Tree Racing Association stated he did not
think the Board should permit the current situation to continue. It ‘only allowed a
conflicted entity with the’ 20-mile range determine who would opeﬁ a franchise, which
was not appropﬁate. In addition, dernanding half of the profits took away the motivation
for opening new franchises. It would Ee much better to open new satellites and within a
year or two make a determination as to whether the conflicted party was damaged. The
determination should.be' done on the basis of data, not mileage. Jerry Jamgotchian, a
horse owner, spoke about his concerns regarding satellite wagering facilities.
Commissioner Moss said the real question was who owned the right to determine who
opened a facility. Was it SMCEC or was it the State of ’Célifornia‘? The Board was
supposed to regulate the industry for the State of California — in the interest of the entire
State. He stated he would like to make a motion to disapprove the application by
SMCEC to operate a minisatellite wagering facility at Artichoke Joe’s. Vice-Chairman
Israel secomded the motion, which was carried with Commissioner Moss and
Commissioner Harris voting “ﬁm.” ‘Commissioner Choper stated he voted “no” because

although the proposed facility might not be the best model, California needed such

facilities.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION FOR
LICENSE TO OPERATE A MINISATELLITE WAGERING FACILITY AT THE
OC TAVERN, SAN CLEMENTE, FOR A PERIOD OF UP TO BUT NOT
EXCEEDING TWO YEARS. . ‘

Jacqueline Wagner, CHRB staff, said Southern California Off-Track Wagering, Inc.
(SCOTWINC) filed and application to operate a minisatellite wagering facility on behalf

of the OC Tavern (OCT) in San Clemente, California. SCOTWINC acted as a
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coordinator during the application process. Ms. ‘Wagner stated OCT proposed to operate
from July 16, 2010 through July 15, 2012. OCT was working with the City of San
Clemente to 'resolve various issues associated with the minisatellite. On June 2, 2010, the
San Clemente City Planning Commission voted unanimously to consider minisatellite
wagering as a form of entertainment and to require OCT to file an accessory use
amendment to its conditional use permit. Staff was waiting for the final approval of that
use permit. Ms. Wagner said OCT was a restaurant, bar and concert hall located in San
Clement, California, which was the southern zone. The final use permit was missing
from the application and the workers® compensation insurance needed to bé renewed, as
it would expire on June 30, 2010. Chairman Brackpool asked where the nearest satellite
wagering facility was in relation to OCT. Tom Verala of SCOTWINC said the Del Mar
Surfside Race Place and thé Los Alamitos satellite Wagering facility were thé nearest
facilities. They were more than 30 miles from OCT. Chairman Brackpool asked if there
was any Oppositioﬁ to OCT. Ms. Wagner stated there had been no opposition to the OCT
application. Michael Merrigan of OCT stated his facility was a restaurant and sports bar.
Mr. Merrigan spoke about OCT, the sports it offered its patrons, and the potential for
success with a miniéatellite wagering facility. Commissioner Derek asked how long it
would take OCT to open if it received a license. Mr. Verala said OCT would open in
early June 2010. Vice-Chairman Israel asked if there were any revenue sharing deals
with OCT. Mr. Verala said OCT would keep the 2 percent commission. SCOTWINC

had some internal build out costs and so would OCT. SCOTWINC could provide a

business plan and amortization schedule if requested. Vice-Chairman Israel asked how

long it would take for OCT to operate in the black. Mr. Verala said OCT would operate

I=<ZU



Proceedings of the Regular Meeting of June 22, 2010 - 21

at a profit within a short time of opening. He added SCOTWINC would meet with the
pari-mutuel union to determine the manning of the facility. He stated there would be a
room dedicated to satellite wagering, but there would be no admission or parking
charges. Commissioner Choper said it would be helpful within the next couple of months
for some type of market research to find out about the OCT customers, and if the OCT
were attracting new people to horse racing, or if those who wagered were wagering more.
Jerry Jamgotchian, a horse owner, spoke about his concerns regarding satellite wage'ring.
Chairman Brackpool motioned to approve the application of OCT to operate a
minisatellite wagering facility for a period not to exceed two years, and éontingent upon
the remaining documents being submitted to staff. Commissioner Derek 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 HUMBOLDT
COUNTY FAIR (F) AT FERNDALE, COMMENCING AUGUST 12, 2010
THROUGH AUGUST 22, 2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Humboldt County Fair (HCF) proposed to run
cight days, the same number of days as in 2009, for a total of 68 races, the same vnumbe’r
of races as in 2009. HCF was initially allocated nine race days for 2010, but the
application eliminated a race day on August 12, 2010, which would be the opening day.
Ms. Wagner stated HCF would run concurrent with Del Mar Thoroughbred Club from
August 13, 2010 through August 15, 2010. The first post time would be 2:15 p.m. The
advance deposit wagering providers were TVG, ExpressBet, Twin Spires and Youbet.
Two items were missing from the application: the fire clearance and the concessionaire’s

approvals. Ms. Wagner said staff recommended the Board approve the application
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contingent upon receipt of the missing items. Commissioner Harris said it looked like the
2016 purses were lower than the 2009 purses. He stated with HCF being host during its
second week, it should generate more purses. Stuart Titus of HCF there was a lot of
speculation that went into fhe purse estimates. If oné looked at the numbers expected to
be generated to the various beneficiaries the projections for 2010 were substantially more
than those for 2009. The formula used to determine purses paid was based on an agreed-
upon formula applied to all fairs. The formula predicted a 15 percent to 20 percent
reduction in handle due to the trends in the industry. However, HCF believed there was a
possibility of generating more purse monies in 2016 than in 2009. Commissioner Harris
said he could not see the fairs being off 15 percent in 2010. HCF had a good chance of
- being up, especially because it was a host during its second week. Commiséioner Harris
motioned to approve the application for license to conduct a horse racing meeting of
HCF, contingent upon receipt of the items missing from the application. 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
CALIFORNIA EXPOSITION AND STATE FAIR HARNESS ASSOCIATION (H)
AT CAL-EXPO, COMMENCING AUGUST 13, 2010 THROUGH DECEMBER 18,
2010 INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the California Exposition and State Fair (Cal-Expo)
Harness Association proposed to conduct a harness fair race meeting from August 13,
2010 through December 18, 2010, or 55 days, 12 more days than in 2009, for a total of
725 races. Ms. Wagner stated the proposed race dates were différent from the allocated

dates in that Cal-Expo was requesting to drop the August 19, 2010 race date, and to add a

1744



Proceedings of the Regular Meeting of June 22, 2010 23

race day on November 24, 2010. The applicant wmﬂd run three days a week with a first
post time of 5:45 p-m. The advance deposit wagering providers were XpressBet, Youbet,
Twin spires and TVG. The items missing from the application were a renewed workers’
compensation insurance policy and two track inspections. Ms. Wagner stated if the
Board considered the application for approval, staff recommended it be done contingent
on receipt of the missing items. Vice-Chairman Israel asked how the standardbred horse
population WéS fairing. David Elliott of Ca1~Expo said the standardbred horse population
was in decline, althoﬁgh it was a little better in 2010 than in 2009. He stated there were
probably 230 harness horses in California. Mr. Elliott said the harness handle had also
declined. Vice-Chairman Israel asked how the harness industry did during the heart of its
season. Mr. Elliott said Cal-Expo managed over 360 starters per week, and it went to
four days. However, the handle did not follow the four days, so there was a bit of an
overpayment of purses. The overpayment was being worked down, and Cal-Expo would
like to stay at three days a week for the proposed meeting. Vice-Chairman Israel
motioned to approve the appiication for license to conduct a horse racing meeting of Cal-
Expo, contingent on receipt of the missing items. Commissioner Moss seconded the

motion, which was unanimously carried.

DISCUSSION BY THE BOARD REGARDING A REPORT FROM MI
DEVELOPMENTS, INC. CONCERNING ITS FUTURE PLANS FOR HORSE
RACING AT SANTA ANITA PARK RACE TRACK AND GOLDEN GATE
FIELDS.

Chairman Brackpool said over the past 60 days there had been a lot of concern regarding
the plans of MI Developments, Inc. (MID) for horse racing at Santa Anita Park Race

Track (SA) and Golden Gate Fields (GGF). At the June 22, 2010 Regular Board Meeting
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representatives of MID informed the Board that MID had been in possession of SA and
'GGF for only a short time and were not in a positibn to discuss MID’s full plans. The
Board granted MID a conditional license to operate SA and GGF. The term of the
license would eﬁ;pire on July 22, 2010, which was the date of the Regular Board Meeting
at the Del Mar Race Track. Chairman Brackpool stated the issue of whether it was in the
best interest of horse racing to permit MID to operate/own more than one racing facility
in Célifomia. The California Business and Professions Code prohibited an entity from
owning an interest in more than one racing facility Withbut a waiver from the Board.
MID reqﬁested that it be given time to craft a full plan of operation. The Board granted
the MID request provided the plan was submitted to CHRB headquarters offices by July
1, 2010. Frank Stronach, Chairman of MID, said he was appearing before the Board to
bring forward ideas thaf could bé beneficial to horse racing in Californié. He stéted he
‘understood there were those who thought he might close SA, but that was true.  Magna
Entertainment Corporation (MEC) invested close to 250 million in Caﬁfornia, and did not
pull out a cent. MID was prepared to make further investments in California if such an
investment made business sense. He added SA and GGF were managed by Californians
without restrictions. With regards to the ideas for horse racing in Califomia:’ if one hadra
problem, but did not know one had a problem, one really had a problem. So, problems
had to be identified. Mr. Stronach stated nothing worked without free enterpﬁse. If one
had a étore, one should be able to open that store when one could get the most custorﬁers.
One should be able to sell a product customers wanted. He added we lived in a civilized
society, which had rules and regulations to protect the public and the integrity of the

sport. MID would go out of its way to support the rules. However, if one met all the
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regulations, one should be able to get a license. The best people who put on the best
show should survive. All the others who did not invest and did not run a good shdw
should fall by the ‘wayside. That did not mean one should run any(time one wanted to
run. It had to be done on a commercial basis,. but it was not a good idea when
government officials were appointed. They required a business plan, market research and
that kind of stuff, which did not lead to anything. Mr. Stronach said MID wanted to work
closely with the California racing fairs, which were part of fhe basic fabric of horse
racing in California. He stated he met with the racing fairs, and MID and the fairs would
shbrtly devise a formula whereby the California fairs would once more be viable. - When
one operated a business, one had to look at one’s competitors. In the case of California
horse racing, the competitors were the casinos, which did not create the number of jobs
that horse racing created. Another competitor was the lottery, which was nothing but
taxation of the poor with very little job creation. Horse racing jobs were deteriorating,
which should be of concerh. If California did the right thing, horse racing could create a
lot of jobs. California horse racing has deteriorated because it was over&egulated, it has
not kept up with the technologies, and the law just stood by while billions of wagering
dollars were going off-shore. Mr. Stronach said the lotteries had increased their business
while horse racing income declined. That should be of concern. The lottery was a dream
path. A lottery player did not spend a dollar to get $10 or $20 back; he wanted to change
his lifestyle. Horse racing could not ignore the public; it had to cater to the public and
give it what it wanted. By trading jackpots horse racing would be able to make a lot of
money and the fairs could be rejuvénated. Mr. Stronach stated the industry wés trapped

by laws. It had to sit down review the laws and create a structure that would attract the
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public and bring bapk customers. He concluded by stating MID would sit down with the
industry and it would try to be flexible. Chairman Brackpool asked if Mr. Stroﬁach’s talk
was a summation of MID’s future plans for SA and GGF. Mr. Stronach said it was a
condensed version. He stated a full dissertation would take hours and would involve the
industry and the Board. Chairman Brackpool aéked if MID had any specific Iﬁlans to
change the operations of SA or GGF. He added the Board held multiple meetings about
chémges in the law, but given that the Legislative session was abqut to end, it was not
likely new ideas that would be acceptable to MID would be created. Given that dilemma,
what changes did MID foresee in its operations at SA and GGF? Mr. Stronach said he
could only bring forward ideas. He did not fully accept that MID had to exist within the

laws; instead it should work to change some of the laws because some of them had been

in place for over 70 years. The industry needed to come to a consensus. Chairman

Brackpool said he thought Mr. Stronach misépoke and did not mean to state MID did not
need to exist with the law. Mr. Stronach stated he knew exacﬂy what he said. Chairman
Brackpool said the industry needed to exist within the law until the law was changed.
The industry was working towards various changes it thought would benefit horse racing.
What specific proposals for change in the operations of SA and GGF did MID propose?
Mr. Stronach said he had ideas, and he brought forward the ideas, but the industry must
sit down because there were existing laws. He stated he had never heard any construcﬁve
proposals from the Board to preserve racing in California. Vice Chairman Israel asked if
it was true GGF and SA were self-sustaining during the MEC tenure. Mr. Stronach said
he Was the controlling shareholder, and when one ran a large company, one had to make

sure one’s actions made business sense. If the industry worked together horse racing
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Would be viable. MEC invested close to $230 -$240 millioﬁg but did not get a cent out of
it. Vice-Chairman Isfael asked how Mr. Sfronach, who had espoused the free enterprise
system, reconciled his belief in the system with his apparent affection for bankruptcy
laws that protected MEC from actually bearing the results of that system. Mr. Stronach
stated MEC did not fail. ‘What failed were the rules and regulations and inflexibility of
the bureaucrats and racing commissions to Bring forward changes. Vice-Chairman Israel
said that meant MEC’s failure was the fault of outside forces, not its management. Mr.
Stronach stated MEC was in changes. Its failure was due to regulatory authorities not
stopping the flow of huge amounts of money to the offshore wagering entities. Vice-
Chairman Israel asked Whét about the $250 millién that was spent on Gulf Stream Park
and the $100 million on Palm Meédows that would not be returned. Mr. Stronach said at
Palm Meadows MEC wanted fo set an example of how a training center could be with
dorms and other amenities. The $250» million was invested in Gulfstream Park because
there would be a reasonable return. Vice-Chairman Israel said Mr. Stronach indicated it
was ashamed the way backstretch employees had t0> live. However, MEC owned and
operated SA since 1998. When MEC bought SA it offered to spend $18 million making
the backstretch more habitable. It appeared MEC never spent the money, so after a dozen
years, who was really responsible for the deplorable conditions? Mr. Stronach said plans
were drawn up, but there was no help from the Board or Oak Tree Racing Association.
About $300 million was earr-narked for SA, but not a single finger was lifted to help, so
the funds went to Gulf Stream Park. Vice-Chairman Israel said he was confﬁsed. Did
MID want governmenf help, or did it not want such help? Mr. Stronach said the

government put up roadblocks that prevented MEC from improving SA. Commissioner
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Derek asked Mr. Stronach what he wanted the CHRB to do in relation to the
improvement of the SA backstretch? Mr. Stronach said the CHRB should do work for
free enterprise, if it believed in free enterprise. If one owned a store, one should be able
to open the store when one thought one would get the most customérs. There should not
be regulations that impeded one from putting up anything new. Chairrﬁan Brackpool said
in 2007 — then MEC Chief Operating Officer, Michael Newman, wrote a letter to the City
of Arcadia regarding the barn area at SA. In hié letter, Mr. Newman stated there were
never any plans to build the barns at SA. In response, a letter from Mr. Stronach refuted
Mr. Newman’s statement, and added MEC was always committed to repairing,
renovating and rebuilding the barns and dorms ét SA. Chairman Brackpool stated that no
where in the Stronach letter did it require or ask or request the CHRB, or any other entity
~ to participate with MEC. That was why the Board was asking about the barn area. M.
Stronach said Mr. Newman did write a letter, and he was fired for it. The MEC promise
to repair the SA barns was kept. Chairman Brackpool asked if thét meant money was
invested and all the barns were renovated according to the promise. Mr. Stronach said
the barns were renovated. However, in 2007 everything deteriorated. The CHRB
mandated synthetic racing surfaces. Mr Stronach said he was not in fax%or of the
synthetic surfaces, but SA put in the track in good faith. Commissioner Choper said no
one questioned MID’s commitment to the success of California horse racing. - The
difficulty was in trying to figure out how California horse racing could be saved. The
horse population was shrinking, there were fewer raoés and wégering was down. One
reason horses were leaving was because of larger purses in other jurisdictions.

Unfortunately, that was outside the control of the Board, and it did involve regulatidn aﬂd
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other sources of income at race tracks that was not from horse racing. Chairman

Brackpool did create a committee that brought together the industry — and that committee

met twice. The issue discussed was Iegislation'to help horse racing that could be brought
to a sympathetic legislature. Thére were a series of ideas brought forward and there were
certainly representativés from SA and GGF at the meetings. However, the legislation
proved very difficult. The Board just demonstrated its ire at a failed legislative attempt
(Senate Bill 1439), but there still could be tirﬁe to put forward an idea. Commissioner
Choper said the industry needed to stop speaking in generalities and arrive at something
specific. Bringing everyone to the table was a good idea, but the Board tried it and came
up with relatively little that would work under the California Constitution. The level of
anger and hostility needed to be redﬁced. Was there anything the Board and the industry
could realistically do to put a dent in the very serious problems facing horse racing? Mr.
Stronach said he made a fairly clear statement. First there had to be a concept that would
describe the ideal structure and conditions. However, there were realities like laws and
rules and regulations. If one was flexible and had time some of those could be changed.
But first, the industry and the Board must identify what it would fight for and then
remove one block at a time. Chairman Brackpool said Commissioner Choper mad a
concise statement régarding where the Board and the industry had been. The Board had
held multiple meetings, and there had been interviews With the media to state the need for
legislative change to increase purses. In California there were certain constraints such as
tribal compacts. There were certain things the Board could do, and could not do, and it
was trying to make the industry work together towards a better future. A piece of

Jegislation was recently defeated by what some on the Board believed was a sense of
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pfotectionism, Unless the industry moved forward, then the time anyone spent on the
Board was not well used. Chairman Brackpool asked if there was a piece of legislation,
and idea that could be tacked onto a bill that the industry could unite behind and that
would move forward. Mr. Stronach said he brought forward some ideas, but the industry
needed to sit down and massage them. One of the ideas was to have a big jackpot wager
where someone would win $10 mi‘llion.‘ However, one had to be Caxeful because of the
very sophisticated computer bettors. If a customer wanted a quick pick based on racing,
he should be able to get one. Another specific idea was a quadruple quad factor.
Another idea would be opening racing when one could get the best customers. That
would require legislation, but one had to aim high. Commissioner Derek commented the
uncertainty around the Oak Tree Racing Association meeting was cited as a reason the
Breeders’ Cup would move to Kentucky in 2011. Mr. Stronach said it wés quite clear
that the Oak Tree lease did not make business sense. SA would never make money and
one could not run a business like a club. The lease was cancelled because it did not make
buSineSé sense. MID did not drive away the Breeders’” Cup; it wanted the meeting. Vice-
Chairman Israel said he agreed the conversion to synthetic racing surfaces was not well
handled. He added he would like to see sports wagering at racetracks; as well as slot
machines. The movement towards those ideas would be long and hard. 'However, Vice-
Chairman Israel said he did not see race tracks as a store; to him, they were a public trust.
There were few racetracks in California and new racetracks were expensive to build.
Vice—Chairmén Israel spoke extensively about how horse racing compared with the
National Football League model, and stated sometimes one had to do what was géod for

the whole, and what would benefit everyone. That was not what MID was saying to the
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Board. Mr. Stronach éaid it would be nice if SA were owned by a trust. Others had a
chance to buy SA, but no one came forward. It was easy to say things when someone
else was paying for it. One could recommend that the State buy SA, or ‘get a new piece
of land to build a facetrack. Commissioner Harris said everyone appreciated the fact that
MID invested a lot of money in California. A lot of the MEC thrust over the years was
towards deregulation, which most people agreed with. However, horse racing was a lot
more complicated. MEC might have spent a lot of money in Sacramento on lobbyists,
but in never put in a bill that was purely deregulation, which was what it would téke. It
would take a Legisla{or saying that a track could run whenever it wanted, which would be
tough to get through. Sé, in the interim there should be other thiﬁgs that could be ’done.
There had been a lot of mistakes made, but going forward the industry and the Board
needed' to work togéther to reinvent the distribution network and to take on other issues.
However, it did not look like racing would go anywhere if the industry thought its
problems could be solved by deregulating race dates. Mr. Stronach said that was
Commissioner Harris’s opinion. MID did not believe it would happen overnight.
Everyone must sﬁ down to develop a structure a plan ‘for achieving goals and milestones.
Chairman Brackpool said in June 2007 MEC delivered a mini manifesto at Hollywood
‘Park. The manifesto espoused deregulation and how critical it was, but MEC never
introduced legislation to deregulate. He asked why that did not occur. Mr. Stronach said
unless there was horse owners the racetrack was no good. On the other hand, horse
owners needed to realize a race horse was not any good if there was no track. If one had
20 horses, and wanted to cut one’s losses, one could get rid of some horses. A racetrack

could only use a quarter of the track, so it had a gigantic overhead. MEC did not propose
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legislation. With horse owners and breeders, and the racing fairs, something would be
developed — not right away, but the industry must be committed to follow ‘certain steps.
The steps had to be marked down. When éne wanted to open a racetrack one should be
able to open a racetrack when one thought one would get the most customers, and every
other track could do the same thing. Commissioner Moss said he knew Mr. Stronach had
discussed his ideas with Governor Schwarzenegger, but he did not know if anything had
~ been done. In the mean time, there were laws and regulations that had to be dealt with,
and that took a long time to chahge. The Board was looking for an interim idea, before
the industry was able to present ideas to the legislature. He asked if Mr. Stronach
believed having the Breeder’s Cup at SA for five years would be helpful to Santa Anita in
the long run and California in general. SA was the greatest racetrack in the country. Mr.
Stronach stated it was up to the Board to say if SA had the Breeders’ Cup. Commissioner
Moss said the Board did not own SA. Mr. Stronach stated the Board handed out race

dates. Currently, the Board allocated the dates to Oak Tree Racing Association and not

to SA so that SA could run the Breeders’ Cup; it was in the Board’s hands. Chairman

Brackpool said SA did not request the dates; it cancelled the Oak Tree Racing
Association lease. Mr. Stronach said indications were made. The Board should be part
of getting things done. Someqne could have telephoned to discuss what could be done.
Vice-Chairman Israel said Oak Tree Racing Association was important for California. At
the May 2010 Regular Meeting the Board implored MID to reach an agreement with Oak
Tree Racing Association. But now MID was apparently stating it would not negotiate a
lease. Mr. Stronach said it did not make economic éense. Crommissioner Choper asked if

it were true that Mr. Stronach would remain in Southern California for a few days. He
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stated he would urge Mr. Stronach to make some time to meet with the .Chairman and
Vice-Chairman to discués some forward-looking development. Mr. Stronach said he
would be available. Chairman Brackpool reiterated the July 1, 2010 deadline for
subrﬁitting a plan for SA and GGF. Mr. Stronach said MID did not wish to dominate
racing. To that effect, MID would distribute the Horse Racing Charter of Rights. Terry
Bingham spoke about her cohcerns regarding Arabian horse racing. Mace Siegel of Oak
Tree Racing Association spoke about his background in the California horse racing

industry. He stated the only solution for both sides of the SA/Oak Tree Racing

Association dilemma was to run the Oak Tree meeting at SA in 2010 and then sit down

and come to a conclusion without emotions. Mr. Stronach said he had a lot of respect for
Mr. Siegel, but he did not 'WiSh‘ to dictate, he only wanted to be a partner. Michael
Wellman spoke about his concerns. for horse racing in California. Jerry Jamgotchian, a
horse owner, spoke about his concerns regarding horse racing. John Bucalo of the

Barona Casino spoke about his concerns regarding live horse racing in California.

DISCUSSION AND ACTION BY THE BOARD REGARDING AN UPDATE FROM
OAK TREE RACING ASSOCIATION CONCERNING WHERE IT WILL RUN
ITS SEPTEMBER 29, 2010 THROUGH OCTOBER 31, 2010 ALLOCATED RACE
DATES. :

Sherwood Chillingworth of Oak Tree Racing Association (OTRA) said MID was to make
a proposal to OTRA on June 4, 2010; however, on June 3, 2010 the meetiné was
postponed until June 24, 2010. In the mean time, the OTRA lease was negated on May
14, 2010 and since that date there had been no conversation between the parties. An MID
represent did suggest OTRA proceed to move its race dates to Del Mar Thoroughbred

Club or Hollywood Park Race Track. OTRA was prepared to make such a move. It
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would rather stay at SA, which had been its home for 41 years. In addition, the City of

Arcadia would be impacted, as well as the staff at SA.. Mr. Chillingworth said OTRA did

not understand the economics of the issue, as audited statements demonstrated that over

an 11 year period, OTRA gave SA over $50 million in payinents. Chairman Brackpool
said at the May 2010 Regular Meeting the MID purchase of SA was discussed, as well as
the cancellation of the OTRA lease. The inference was that‘the specific terms of the
lease needed to be reworked. However, during the MID chairman’s presentation, that did
not seem to be the same message. Instead, it appeared as if the issue was dead. Dennis
Mills of MID said an effort was made to hold a meeting on June 4, 2010. OTRA
indicated that if there was no answer to the issue by that date, it would have to consider
going elsewhere. MID informed OTRA it could not meet its deadline, énd that was the
end of the effort. Frank Stronach of MID said MID was a public company. Major items
were handled by the company board, and after a presentation was made to the board it
decided the lease did not make economic sense. Vice~Chairman Israel aslv{ed if MID

made a counter offer on the lease. Mr. Stronach said MID did not counter. It wished to
go forward and devise a good brand where SA would have a lot of meetings to attract
more customers. SA would h,a\’ive( one operator because down the road MID wished to
accomplish certain objectives, and it had to have the right to do so. Vice-Chairman Israel
asked if the MID board meeting was a formal meeting, and when it oécurred, Mr.
Stronach said the meeting was informal that took place at the end of May or the
- beginning of June 2010. Chairman Brackpool stated MID’s chief executive officer told
the Board that MID would go back and talk with OTRA on June 4, 2010, and it was

hoped the parties would arrive at a constructive agreement. On June 3, 2010, OTRA was
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informed MID could not meet on June 4. OTRA responded that it needed an answer by
June 4, 2010. MID responded it could not comply, so there was nothing to do. That
scenario seemed completely at odds with what the Board heard from the MID chairman,
which was it did not matter Wﬁat OTRA said, a decision had been reached prior to June 4
2010, and there never would be a lease with OTRA. Mr. Stronach stated sometimes a
chief executive officer thinks an idea might be workable, but the board thinks otherwise.
In the final analysis, the deal did not happen. Chairman Brackpool said a function of the
Board was to award dates. Would it be better for SA not to have a tenant during the
OTRA meeting — unless and until the legislature approved a change in the law that
allowed SA to race whenever it liked? Mr. Stronach said SA would prefer to have racing,
but the current arrangement was not good for MID’s long-term plans. Vice—Chairman
Israel asked if the lease would work just for October 2010. Mr. Stronach said it was up to
the Board. Vice-Chairman Israel said OTRA had the race dates and it preferred to stay at
SA. Mr. Stroﬁach stated that was no approved by the MID board. Chairman Brackpool
said that meant there would be no racing at SA in 2010 because the law would nof
change. Was it better to have no racing at SA in 2010 — under the existing terms of the
lease — or other terms agreeable to the parties? Mr. Stronach said sometimes one was
better off losing a tenant and missing the rent for a while. The situation did not fit MID’s
long-term plans. Vice-Chairman Israel said MID’s plans were a zero-sum game for SA.
Mr. Stronach stated in the long run SA did not want a tenant. Chairman Brackpool said
MID had the legal right to cancel the OTRA lease. At some point the MID board met
and decided to cancel the OTRA lease. As far as MID was concerned that was the end of

the situation. Mr. Stronach said that was correct. Mr. Chillingworth stated if MID
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believed the OTRA lease was void, and it would not renew it in any shape or form,
OTRA would like to hear that from the MID chairman, and receive a written statement to
that effect. OTRA needed to make arrangements with other venues. Mr. Stronach said
he assumed the MID legal department sent a letter to OTRA. MID would be happy to
send a letter to 6TRA, and the cancellation of the OTRA lease was just discussed in a
public forum. Commissibner Harris commented he could understand the long-term
business plan, but in the short term, a lot of damage would be done by SA not hosting
OTRA in October. Mr. Stronach said it was the Board’s decision. Chairman Brackpool
stated it was not the Board’s decision. He asked Mr. Stronach fo state specifically what
he meant by implicating the Board. SA was owned by MID, and it was the party with the

right to terminate the OTRA lease. MID terminated the OTRA lease for longer-term

value. That was not a decision of the Board. Mr. Stronach said the Board had the

authority to allocate race dates. It was in the Board’s power to give the dates to SA or not
to allocate the dates. Chairman Brackpool said SA did not apply for the race dates. The
application for the race dates was submitted by OTRA to conduct a meeting at SA. No
one at SA opposed the OTRA application. At the May 20, 2010 Regular Meeting, no one
from SA opposed OTRA when the Board voted to allow OTRA to run at another venue.
The dates were allocated to OTRA for 2010. The Board could not force SA to allow
 OTRA to run at its facility; that power waé in the hands of MID. So, MID had to decide
What it wanted to do. Mr. Stronach said he was clear that the lease had to cease at some
point. That was part of SA’s long-term plans. Mace Siegel, a horse owner, said the
argument was a case of non-communication. The Board owned the dates, and it desired

that MID would accommodate OTRA, so it could operate the dates in 2010, until the
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industry could meet and work on a plan. He stated he believed MID would work with the
Board. Mr. Stronach said he wanted to find a solution. MID would commit that it would
allow OTRA to run at SA in 2010, but not beyond 2010. Chairman Brackpool stated he
heard Mr. Stronach say that in the better interests of horse racing in general, MID would
permit OTRA to race at SA in 2010. Chairman Brackpool said he assumed that would be
under the existing terms of the lease. He asked OTRA if a one-year arrangement would
work under the old vterms and conditions of the lease. Mr. Chﬂlingworth said he would
have to discuss the offer with the OTRA board, which was present. He stated he would
return within minutes with an answer. Jack Robbins of OTRA said the OTRA board
would agree to a one-year extension of the OTRA lease with SA. Mr. Chillingworth
thanked Hollywood Park and Del Mar Thoroughbréd Club for working with OTRA when
it appeared OTRA would need to find a new race venue. He stated OTRA understood the
lease exteﬁsion would only be for 2010, which was not OTRA’s first choice, but it would
be better for OTRA to run at SA. Chairman Brackpool said he hoped the agreement
would be the start of a dialog that would become the first step of the parties working

together. Jerry Jamgotchian, a horse owner, spoke about his concerns regarding SA and

horse racing in California.
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DISCUSSION AND ACTION BY THE BOARD REGARDING 1) REALLOCATION
- OF AUGUST 25, 2010 THROUGH OCTOBER 3, 20160 RACE DATES FROM
PACIFIC RACING ASSOCIATION TO THE LOS ANGELES TURF CLUB, AND
2) THE APPLICATION FOR LICENSE TO CONDUCT A HORSE RACING
MEETING OF THE LOS ANGELES TURF CLUB (T) AT GOLDEN GATE

FIELDS, COMMENCING AUGUST 25, 2010 THROUGH OCTOBER 3, 2010,
INCILUSIVE.

Jacqueline Wagner, CHRB staff, said the Los Angeles Turf Club (LATC) was proposing
to conduct a race meeting at Golden Gate Fields (GGF), which would necessitate the
reallocation of race dates. The Pacific Racing Association (PRA) was allocated five
weeks over the 35-week allocation that it was allowed under Business and Professions
Code section 19532(a). For the race meeting to take place at GGF, LATC would have to
run the meeting. To accomplish that, LATC submitted an application to run a race
meeting at GGF from August 23, 2010 through October 3, 2010. Vice-Chairman Israel
asked if action on the item was premature considering a waiver that allowed MID to
operate two racetracks had not been granted. Chairman Brackpool stated the license
would be conditioned on the waiver. Ms. Wagner said the item was on the agehda
because the race meeting was scheduled to commence in August 2010. The Board could
put the item over until its July 22, 2010 Regular Meeting. Commissioner Harris said he
was concerned about guaranteeing the financial viability of the applicant. Chairman
Brackpool said he had no problem authorizing a reallocation of race dates. He stated that
action would be conditioned on the Board granting a waiver to MID to operate two racing
venues. Ms. Wagner said that was correct. She stated staff recoMended the Board put
the item over until its July 2010 Regular Meeting when the issue of the waiver would be
addressed. Commissioner Choper motioned to table the item until the July 2010 Regular

Board Meeting. Commissioner Harris seconded the motion, which was unanimously
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carried. Jerry Jamgotchian, a horse owner, spoke about his concerns regarding horse

racing.

- MEETING ADJOURNED AT 2:52 P.M.
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A full and complete transcript of the aforesaid proceedings are on file at the office of
the California Horse Racing Board, 1010 Hurley Way, Suite 300, Sacramento,

California, and therefore made a part hereof.

Chairman Executive Director
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STAFF ANALYSIS
DISCUSSION AND ACTION BY THE BOARD
ON THE NOMINATION OF MEMBERS TO THE
. BOARD OF DIRECTORS OF THE
CALIFORNIA THOROUGHBRED HORSEMEN’ S FOUNDATION INC.

Regular Board Meeting
July 22,2010

BACKGROUND

Business and Professions Code section 19440 provides that the Board shall have all powers .

necessary and proper for it to carry out the purposes of the Horse Racing Law. Board Rule
2049, Designation and Approval of Horsemen’s Welfare Fund, sets forth the requirements for
the establishment and designation of a charitable corporation to administer the horsemen’s
welfare fund for the benefit of horsemen. Rule 2049 requires that the charitable corporation
have a minimum of five, and a maximum of nine directors who are subject to Board approval.
At least 40 percent of the directors must have no financial interest in horse racing as a licensed
horse owner, trainer, or assistant trainer. Additionally, they may not be current members of the
horsemen’s organization.

- ANALYSIS

The California Thoroughbred Horsemen’s Foundation (CTHF) has nominated four individuals
for open board member positions. The four nominations will bring the CTHF board to a total
of nine members, which is the maximum under the provisions of Rule 2049. In accordance
with Rule 2049(a) the nominations have been submitted to the CHRB for approval.

The following individuals were nominated for a two-year term, which will expire on June 30,
2012:

Randall Browning, MD

Mary Forney

Richard Guth, MD

Ed Halpern, Licensed Thoroughbred Owner/Trainer
RECOMMENDATION

This item is presented for Board discussion and action.

Staff recommends the Board approve the nominations as submitted.



CALIFORNIA THOROUGHBRED HORSEMEN'S FOUNDAT!ON? INC.
“Assisting Horsemen in Need”

June 11, 2010
, Kirk Breed
';OB;E THREEWITT Executive Director
resident California Horse Racing Board
KEN SMOLE - o - 1810 HUI‘).Q} Way,‘ Smte 300
Chair ' : Sacramento; CA 95825
RANDALL BROWNING, M.D. )
Vice Chair , Dear Mr. Breed,
BARBARA SCURFIELD During the June Board of Directors” meeting of the California
Secretary Thoroughbred Horsemen’s Foundation, Inc., nominations where held for
Board of Directors open board member posi_ti.ons. The following individuals were nominated
RICK ARTHUR, D.V.M. for a two-year term, expiring June 30, 2012:
ROBERT BEAN Randall Browning. MD
RANDALL BROWNING, M.D. Mary Forney
SN YAT— | Richard Guth, MD
GEORGE NICHOLAW Ed Halpern Licensed Thoroughbred Owner/Trainer
LYNDA ROSS '
BARBARA SCURFIELD Pursuant to Rule 2049(a) of the California Horse Racing Board Rules and
Eg‘\é fé\ﬂg«lngwaTT Regulations, the nominations are submitted to the CHRB for approval.
These nominations bring the board to a total of nine members.
LEONARD DORFMAN : '
Director Emeritus Please let me know if there is anything we can do to assist in the process.

KEVIN BOLLING I look forward to hearing from you.

Executive Director .

Sincerely, ¢
ROBERT FORGNONE — ~
Counsel

vin Bolling
Executive Director

P.O. Box 660129 » ARcADIA, CALIFORNIA 91066 ° (626) 446-0169
1100 EASTSHORE HIGHWAY ° BERKELEY, CALIFORNIA 94710 © (510) 559-9971
WWW.CTHF.INFO
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STAFF ANALYSIS
DISCUSSION AND ACTON BY THE BOARD REGARDING THE
DISTRIBUTION OF RACE DAY CHARITY PROCEEDS OF
’ LOS ANGELES TURF CLUB IN THE
AMOUNT OF $83,008 TO 16 BENEFICIARIES

Regular Board Meeting
July 22,2010

BACKGROUND

Business and Professions Code section 19550 states the Board shall require each licensed
racing association that conducts 14 or less weeks of racing to designate three racing days, and
each licensed racing association that conducts more than 14 weeks of racing to designate five
racing days during any one meeting, to be conducted as charity days by the licensee for the
purpose of distribution of the net proceeds therefrom to beneficiaries through the distribution
agent. No racing association shall be required to pay to a distributing agent for the purpose of
distribution to beneficiaries more than an amount equal to two-tenths of one percent of the
association’s total on-track handle on live races conducted by the association at the meeting.
Business and Professions Code section 19556 provides that the distributing agent shall make
the distribution to beneficiaries qualified under this article. At least 20 percent of the
distribution shall be made to charities associated with the horse racing industry. An additional
five percent shall be paid to a welfare furid and another five percent shall be paid to a non-
profit corporation, the primary purpose of which is to assist horsemen and backstretch
personnel who are being affected adversely as a result of alcohol or substance abuse. In
addition to the above distributions, a separate 20 percent shall be made to a nonprofit
corporation or trust, the directors or trustees of which shall serve without compensation except
for reimbursement for reasonable expenses, and which has as its sole purpose the accumulation
of endowment funds, the income on which shall be distributed to qualified disabled jockeys.

ANALY SIS

Los Angeles Turf Club (LATC) is requesting approval to distribute race day charity proceeds
generated at its December 26, 2008 through April 19, 2009 race meeting at Santa Anita.
According to LATC, 2/10 of 1% of total handle in the amount of $199,212 would ordinarily be
available for charity distributions however the sum of $116,203 was recorded prior to the
Chapter 11 filing and the sum of $83,008 was recorded after the Chapter 11 filing. LATC was
advised by bankruptcy counsel that pursuant to the Bankruptcy Act only that portion of the
handle received after the filing date can legally be distributed as Charity Day funds. Therefore,
from the net proceeds LATC is proposing to distribute $83,008. LATC is actively pursuing the
approval to distribute the $116,203. The list of organizations selected and amount to be
distributed is listed on the attachment. Staff notes that approximately 90.24% of the proceeds
will be given to horse racing related organizations.

RECOMMENDATION

This item is presented for Board discussion and action. Staff recommends the Board approve
the request as presented.
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Frank De Marco, Jr., Esq.
General Counsel &
Assistant Secretary

July 6, 2010

Mr. Kirk Breed

California Horse Racing Board
1010 Hurley Way, Suite 300
Sacramento, CA. 95825

Re: Los Aﬁgcles Turf Club, Incorporated Charity Days
Dear Mr. Breed:

This letter will amend our letter of April 30, 2010 respecting distribution of Charity
Day proceeds from the Santa Anita Park Winter 2008-2009 Race Meet so as to correct
typographical errors set forth in the fourth full paragraph on Page 1 of said letter.

In that connection, the said fourth full paragraph on Page 1 of the Aprﬂ 30, 2010 letter
should be amended to read as follows: ,

“The total on-track handle for the 2008-2009 Mect was $99,606,009.00.
Accordingly, two tenths of one percent of that handle, in the amount of $199,212.00
would ordinarily be available for charity distributions. Of the $199,212.00 total, the
sum of $116,203.00 was recorded prior to the Chapter 11 filing (“Pre-Petition Funds™)
‘and the sum of $83,008.00 was recorded after the Chapter 11 filing (“Post Petition
Funds”). We are advised by bankruptcy counsel that pursuant to the Bankruptcy Act
only that portion of the handle received after March 5, 2010 (Post Pe‘utlon Funds} can
legally be distributed as Charity Day Funds at this time.”

In all other respects, our April 30, 2010 Jetter remains in full force and effect and we
propose to distribute Charity Day Funds in the amount of $83,008.00 to the 16
beneficiaries set forth in our April 30, 2010 letter.

Very truly yours,
%%M/% Soas %
De Marco, Jr
FDM:sm
100702.2F0 Los Angeles Tucf Club, Inc.

285 W. Huntingron Drive, PO. Box 60014, Arcadia, CA 91066-6014 (626) 574-7223 Fax {626) 446-9565



Los Angeles Turf Club, Incorporated.

Distribution of Charity Day Proceeds
2008-2009 Meet

I Horse Related Charities — BP 19556(b) (20% minimum)

California Equine Re‘tiremeﬁt Foundation, Inc. .

California Thoroughbred Horsemen’s Foundation

Edwin Gregson Foundation

Holy Angels Church (Backside Permanent Deacon)

Racetrack Chaplaincy of America (Southern California Council)
Southern California Equine Foundation, Inc.

Tranquility Farm

United Pegasus Foundation

Winners Foundation

IL. ¢ Welfare Fund for Backside Personnel — BP 19641(b) (5%)

California Thoroughbred Horsemen’s Foundation

Winners Foundation

IV. Disabled Jockeys Fund — BP 19556(c) (20%)

Disabled Riders Endowment

Amounts

$ 1,000

5,000

25,000.

2,000

4,000

1,000

1,000

1,000

10,000

4,151

4,151

16,601

Subtotals

$ 50,000

4,151

4,151

16,601



Los Angeles Turf Club, Incorporated
Distribution of Charity Day Proceeds
2008-2009 Meet

V. Other Qualified Charities

Total

Arcadia Mounted Enforcement Team
Methodist Hospital Foundation
Santa Anita Family YMCA

USC Norris Cancer Hospital for Andrew Kure Memorial Fund

Amounts

2,000

1,105

1,000

4,000

4-4

Subtotals

8,105

$ 83,008
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STAFF ANALYSIS
July 22, 2010

ISSUE:  DISCUSSION AND ACTION BY THE BOARD REGARDING THE AMENDMENT TO
THE YOUBET APPLICATION FOR LICENSE TO CONDUCT ADVANCE DEPOSIT
WAGERING (ADW) OF YOUBET, LLC., FOR A CALIFORNIA MULTI-
JURISDICTIONAL WAGERING HUB, TO UPDATE THE APPLICATION TO

REFLECT CHURCHILL DOWNS AS THE CURRENT PARENT COMPANY OF
YOUBET.

On Wednesday, June 2, 2010, Churchill Downs Incorporated announced the finalization of their
acquisition of Youbet.com. Rule 2072 (1) provides that changes or amendments to information or
operating procedures contained in an advance deposit wagering (ADW) application are required to be
submitted to the Board in writing by the applicant for approval. Subsequent to this change in
ownership, Youbet.com has filed an amended ADW application to reflect Churchill Downs
Incorporated as the current parent company of Youbet.com. The applicant has provided that
- “Churchill Downs Incorporated owns 100% of Youbet.com, LLC.” Churchill Downs Incorporated also
. owns TwinSpires a current ADW licensed provider with the California Horse Racing Board.

Youbet.com, Inc. (Youbet) filed its application as a California multi-jurisdiction wagering hub and an

out-of-state multi-jurisdictional wagering hub to provide Advance Deposit Wagering (ADW). It is -

currently licensed through December 31, 2010 as a California multi-jurisdiction wager hub and an out-
of-state multi-jurisdictional wagering hub.

A bond or other form of financial security in the amount of $500,000 must be submitted with an
application for license to conduct ADW. Youbet, as a current ADW provider, has on file a $500,000
bond that is continuous until cancelled.

This applicéxtion provides for:

o Operation through December 31, 2010, normally 16.5 hours a day, 7 days a week. Hours are 5:00
am — 9:30 pm (Pacific Standard Time).

Specific changes from the 2010 Youbet.com, Inc. ADW license application:

e Youbet has altered its business structure from a corporation to a limited liability company.
Consequently changing the company name from Youbet.com, Inc. to Youbet.com, LLC.

e Rohit Thukral, Mike Cody and Brad Blackwell have been added as new management
personnel. Mr. Blackwell will require licensing by CHRB.

e David Goldberg, Michael Brodsky, James Edgar, Frederick Jack Liebau, Michael Sands,
Michael Soenen, Ray Anderson and Gary Adelson have been removed from the listing of
management personnel.

e Robert Evans, Bill Carstanjen, Rebecca Reed, Rohit Thukral, Mike Cody and Brad Blackwell
have been added as new officers/directors.

e Michael Sands, Michael Soenen, James Edgar, Gary Adelson, Ray Anderson, Michael
Brodsky, Frederick Jack Liebau and David Goldberg have been removed as officers/directors.

19604 (b)(1) and (2) o
No ADW provider may accept wagers on races conducted in California from a resident of California
unless all of the following conditions are met:




1. The ADW provider must be licensed by the Board.

2. A written agreement -allowing those wagers exists with the racing association or fair
conducting the races on which the wagers are made.

3. The agreement referenced in subparagraph (2) shall have been approved in writing by the

horsemen's organization responsible for negotiating purse agreements for the breed on which
the wagers are made in accordance with the Interstate Horseracing Act (15 U.S.C. Sec. 3001,
et seq.), regardless of the location of the ADW provider, whether in California or otherwise,
including, without limitation, any and all requirements contained therein with respect to
written consents and required written agreements of horsemen's groups to the terms and
conditions of the acceptance of those wagers and any arrangements as to the exclusivity
between the host racing association or fair and the ADW provider. For purposes of this
subdivision, the substantive provisions of the Interstate Horseracing Act shall be taken into
account without regard to whether, by its own terms, that act is applicable to advance deposit
wagering on races conducted in California accepted from residents of California.

No ADW provider may accept wagers on races conducted outside of California from a resident of
California unless all of the following conditions are met:

1. The ADW provider must be licensed by the Board.

2. There is a hub agreement between the ADW provider and one or both of (i) one or more
racing associations or fairs that together conduct no fewer than five weeks of live racing on
the breed on which wagering is conducted during the calendar year during which the wager is
placed, and (ii) the horsemen's organization responsible for negotiating purse agreements for
the breed on which wagering is conducted.

19604 (a)(7) .

“"Hub agreement" as a written agreement providing for contractual compensation paid with respect to
advance deposit wagers placed by California residents on a particular bréed of racing conducted
outside of California. In the event a hub agreement exceeds a term of two years, then an ADW
provider, one or more racing associations or fairs that together conduct no fewer than five weeks of
live racing for the breed covered by the hub agreement, and the horsemen's organization responsible
for negotiating purse agreements for the breed covered by the hub agreement shall be signatories to the
hub agreement. A hub agreement is required for an ADW provider to receive contractual compensation
for races conducted outside of California.”

19604 (d)(1) (B)

“The board shall not approve an apphcatlon for an original or renewal license as an ADW provider
unless the entity, if requested in writing by a bona fide labor organization no later than ninety days
prior to licensing, has entered into a contractual agreement with that labor organization ...”

Documents received in compliance with Business and Professions code 19604:

e TVG - YouBet: License Content Agreement

o Thoroughbred Owners of California, Inc. (TOC) -Los Angeles County Fair agreement to
transmit audio visual signal

5-2



© ® o @

=]

(]

5-3
TOC — Oak Tree Racing Association agreement to transmit audio visual signal
CARF — YouBet Simulcast Wagering Agreement
YouBet — Los Alamitos Hub Agreement :
California Exposition and State Fair — YouBet simulcast wagering agreement
Hollywood Park — Youbet hub agreement :

~ Local 280 — Youbet Labor agreement

The following items are outstanding and will need to be submitted and/or resolved before ADW
wagers can be accepted:

1.

Licensing of management

RECOMMENDATION:

Staff recommends the Board approve the applicant contingent upon the submission of the outstanding
item and recommends the applicant be required to appear again before the Board to address the status
of the outstanding item and to remove the contingency status from the Board’s approval.
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CALIFORNIA HORSE RACING BOARD (CHRB)
APPLICATION FOR LICENSE TO CONDUCT ADVANCE DEPOSIT WAGERING
CHRB-132 (New 9/01)

Application is made to the CHRB for a license to conduct Advance Deposit Wagering in accordance with the
California Business and Professions (B&P) Code and CHRB Rules and Regulations (Rule) and the provisions of
the Interstate Horseracing Act, 15 U.S.C. 3001 to 3007.

Appli‘caﬁon must be filed not later than 90 days in advance of the date scheduled to conduct Advance Deposit
Wagering and must be accompamed by a bond from a surety company admitted in the state of California or other

form of financial security in the amount of $500,000.

1. APPLICANT

A. ' Racing‘Association (Licensee) Racing Fair (Licensee)
Betting System x| CA Multi-j urisdictional Wagering Hub (CA Hub)
B. Name, mailing address, telephone and fax numbers:
Youbet.com, LLC
5901 De Sote Avenue

Woodland Hills, California 91367
(818) 668-2100 Telephone
(818) 668-2101 Fax

With a copy to:
Youbet.com, LLC

700 Central Avenue
Louisville, Kentucky 40208
(502) 636-4439 Fax

C.  Names and titles of all management personnel:
Rohit Thukral, President '
Mike Cody, Vice President and Treasurer
Brad Blackwell, Vice President and Secretary

NOTICE — All mariagement personnel must be CHRB licensed.
D. Racing Fairs are not required to complete Section 3, Business Structure.
E.  Betting Systems and CA Hubs - attach the contract with the Licensee and the required horsemen’s
approval under the Interstate Horseracing Act that permits you to provide Advance Deposit Wagering
- services and identify the amount of the market access fee to be paid to the Licensee for access to the

California market for wagering purposes.-

See Attachments 1-5 to Youbet’s Application For Approval to Conduct Advance Deposit
Wagering filed with the CHRB.

CHRB CERTIFICATION

Apphcatlor@ved fge/z/ / o " Approval date:
(2%

Reviewed License number:
Hearing dater ™7 /;p 5 // 1
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2. DATES OF OPERATION

- A, Dates Advance Deposit Wagering will be conducted:
Through December 31, 2010.

B.  Hours Advance Deposit Wagering will be cqndiicted:

Service is normally available 14.5 hours a day, 7 days a week with hours of operation being '
approximately 5:00 a.m. — 9:30 p.m. PT

3. BUSINESS STRUCTURE

A. Corporation (complete subsection B)

X] - LLC (complete subsection.C)

Other (specify, and complete subsection D)

Complete the applicable subsection



CHRB-132 (New 9/01) ‘ | 3
B.  CORPORATION
1. Registered name of the corporation:
2. State where incorporated:
3. Regisfry or file number for the corporation:
4.  Name of all officers and directors, titles, and number of shares of the corpcjration held by each:
5. Names (true names) of all persons, other than the officers and directors listed above, that
hold 5% or more of the outstanding shares in the corpora‘uon and the number of shares held by
each:
6. Number of outstanding shares in the corporation:
7. Are the shares listed for public trading? Yes’ No
If yes, on what exchange and how is the stock listed:
8.  Name ofthe custodian of the list of shareholders and/or the transfer agent for the share holdings
of the corporation: '
9.  If more than 50% of the shares are held by a parent corporation or are paired with any other
“corporation or entity, give the name of the parent and/or paired corporation or entity:
10.  Attach the most recent annual financial statement for the corporation, including balance sheet
and profit and loss statement, and a copy of a report made during the preceding 12 months to
“shareholders in the corporation and/or the Securities and Exchange Commission and/or the
California Corporations Commission.
11.  Attach a business plan to include a detailed budget that shows anticipated revenue, expenditures
and cash flow by month projected for the term of the license.
C. LLC
1. Registered name of the LLC:
Youbet.com, LLC
2. State where articles of organization are filed:
Delaware
3. Registry or file number for the LLC:
4751610
4. Names of all officers and directors, titles, and the number of shares of the LLC held by each:

Robert Evans, Director

Bill Carstanjen, Director

Rebecca Reed, Director

Rohit Thukral, Director and President
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Mike Cody, Vice President
Brad Blackwell, Vice President

No officer or director owns any shares of the LLC
5. . Names (true names) of all members, other than the officers and directors listed above, that

hold 5% or more of the outstanding shares in the LLC and the number of shares held by each: -
N/A -

6. Are the shares listed for public trading? | ves Xl No
If yes, on what exchange and how is the stock listed:
Youbet.com, LI.C is a wholly-owned subsidiary of Churchill Dewns Enwrpomted which
is a publicly traded company on the NASDAQ under the symbol CHDN.

7. If more than 50% of the shares are held by a parent corporation or.are paired with any other
corporation or entity, give the name of the parent and/or paired corporation or entity:
Churchill Downs Incorporated owns 100% of Youbet.com, LLC.

8.  Attach the most recent annual financial statement for the LLC, including balance sheet and
profit and loss statement, and a copy of a report made during the preceding 12 months to
shareholders in the LLC and/or the Securities and Exchange Commission and/or the California
Corporations Commission. ‘

Please see the Annual Report on Form 10-K for Churchill Dewns Incorporated which is
an attachment to the TwinSpires 2010 Application For Approval to Conduct Advance
Deposit Wagering filed with the CHRB.

9. Attach a business plan to include a detailed budget that shows anticipated revenue, expenditures
and cash flow by month projected for the term of the license.
Please see Attachment 8 to the Youbet 2010 Application For Approval to Conduct
Advance Deposit Wagering filed with the CHRB.

OTHER

1. Name(s) of partners/sole préprietor:

2. If a partnership, attach partnership agreement.

3. Attach abusiness plan to include a detailed budget that shows anticipated revenue, expenditures
and cash flow by month projected for the term of the license. :

4. ESTABLISHING ADVANCE DEPOSIT WAGERING ACCOUNTS - must comply with Rule 2074.

A,

List the procedures to establish an Account:
An interested individual must complete several steps in order to become a Yembet com
customer and to open a wagering account.

To become a Youbet ADW customer, an applicant must be a resident in one of the jurisdietions
in which Youbet provides service and must meet the applicable minimum age requirement.
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Youbet may elect to accept wagers and/or open new wagering accounts for residents of the
- jurisdictions listed on Attachment 9 to Youbet’s 2010 Application to Conduct Advance Deposit
Wagering filed with the CHRB.

Currently, an applicant must contact us either via the youbet.com website or telephonically to
open an account. When the necessary information is provided, Youbet uses a third party
electronic verification service to verify the customer’s state of residence and age. Once verified,
the customer becomes an ADW customer. In the event the third party verification service is
unable to verify the information provided by the customer, Youbet may secure additional
documentation (e.g., government issued identification and utility bills) to verify the information
provided. ' o

For more details see the Operation Plan filed as Attachment 10 to Youbet’s 2010 Application
For Approval to Conduct Advance Deposit Wagering. : '

B. Ifan application form is used to establish an Account attach a copy of the form.
See Attachment 11 to Youbet’s 2010 Application to Conduct Advance Deposit Wagering filed
with the CHRB.

C.  Name and address of the third party you will use to verify identity, residence and age verification:
Equifax Credit Information Systems, Inc.
P.O. Box 740006
' Atlanta, GA 30374

5. OPERATION OF ADVANCE DEPOSIT WAGERING ACCOUNTS —must comply with Rule 2073.

A.  Submit a copy of your plan for operation.
See Attachment 11 to Youbet’s Application For Approval to Conduct Advance Deposit
Wagering file with the CHRB. ‘

B.  List the type of deposits you will accept:
Credit card, electronic check, check, money order, wire transfer.

C. Identify aﬁy fees or transaction-related charges and the amount that will be assessed:
Certain customers are charged $10.95 per month for up to ten hours of live videe per month or
$17.95 for unlimited video per month. '

Customers are charged a service fee of $2.50 for an account withdrawal in an amount equal to
or less than $25.00. The service fee will be automatically withdrawn from the subseriber’s
wagering account. If the subscriber’s withdrawal is equal to or less than $2.50, the amount of
the withdrawal will be applied to the service fee.

6. SECURITY ACCESS

A.  Attach your security access policy and safeguards pursuant to B&P Section 19604 (c) (2). Policy
must include the following:
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1. Descnp‘uon of the technology to ensure identity, residence, and age verification when an Account
is established:
Prior to establishing a wagering account, an interested individual must complete several
steps in order to become a youbet.com customer and to open a wagering account. As part of
the sign-up process, among other information obtained, we obtain:

Residential jurisdiction; and
Date of Birth.

Currently, an applicant must contact us either via the Youbet.com website or telephonically

to open an account. When the necessary information is provided, Y oubet uses a third party
credit and identity verification service (currently Equifax) to verify the customer’s state of
residence and age. In the event information provided by the customer does not match the
information from the electronic verification, Youbet may seek other documentation (e.g.,
government issued identification and utility bills) from the applicant to verify the
infoermation provided.

For more operational details see Youbet’s Operation Plan filed with the CHRB as
Attachment 10 to Youbet’s See Attachment 11 te Youbet’s Application For Appmvaﬂ to
Conduct Advance Deposit Wagering.

2. Description of the technology to ensure confidentiality of the Means of Personal Identification:
All sensitive data is stored in an encrypted state in Youbet’s database. The data is only
decrypted when used by internal secure applications. The customer’s Social Security
Number and password/PIN are encrypted and cannot be viewed by non-authorized Youbet
personnel. The following data is encrypted:

Password

Social Security Number
Credit Card Numbers
Checking Account Numbers

In addition, these other steps are taken to insure security of the PIN:

The Customer’s PIN must differ from their User ID
The Customer’s PIN must be four (4) digits in length
- The Customer’s account is locked on the consecutive third unsuccessful attempt
to log in. The Customer must contact Youbet customer support and provide
appropriate identification to have the account unlocked.
If the Customer forgets their password, they must supply their User ID, date of birth
and registered email address to obtain the password.

3. Methods and locations available for Account Holders to withdraw funds from their Account:
Youbet Customers can request a withdrawal on-line or by mail or fax a signed withdrawal
slip to Youbet’s office. A check in the amount of the withdrawal is mailed to the mailing
address on file.
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4. 1If the Advance Deposit Wagering records will be maintained at a site other than the applicants
provide the name, address, telephone and fax numbers and the hours of operation: -
Records are maintained at Youbet’s headquarters located at 5901 De Soto Avenue,
‘Woodland Hills, California 91367, as well as Warner Center Self Storage located at 21051
Oxnard Street, Woodland Hills, California 91367. Certain records are also stored by
United Tote Company at the same address. '

7.  PARI-MUTUEL

A.

Name, address and telephone number of the pari-mutuel audit firm:
PricewaterhouseCoopers LLP

500 W. Main Street, Ste. 1800

Louisville, KY 40202

Type(s) of pari-mutuel or totalizator equipment to be used and the simulcast organization, name of
the entity supplying equipment, and expiration date of the serviee contract:

United Tote Totalizator Equipment — a subsidiary of Churchill Downs Incorporated
Youbet Inter-Tote Systems Protocol (“I'TSP”) is provided by Robertson Communication

List the locations of the racing venues on which Advance Deposit Wagering will be accepted:
Please see Attachment 12 of Youbet’s See Attachment 11 to Youbet’s Application For Approval
to Conduct Advance Deposit Wagering filed with the CHRB.

NOTICE - The pari-mutuel system used must use a device or combination of devices authorized and operated exclusively
for placing, receiving, or otherwise making a wager and by which a person must subscribe to in order to place, receive or
otherwise make a wager; an effective customer and age verification system and the appropriate data security standards to
prevent unauthorized access by any person who has not subscribed or who is under the age of 18.

8. CONTRACTS AND AGREEMENTS

A.

List name and address of all organizations you will contract with to facilitate Advance Depcsﬁ

Wagering that are not provided in other sections of this application:

Robertson Communications Network, Inc., 4175 Cameron Streei Suite B-10, Las Vegas, NV
89103

Comerica Bank-California, 250 Lytton Avenue, 3" Floor, Palo Alto, CA 94301

US Offtrack, LI.C, P.O. Box 22099, St. Petersburg, FL 33742

Local 280 of the SEIU, 1838 Huntington Drive, Duarte; CA 91010

List each contract or agreemen‘c to facilitate Advance Deposit Wagering that is not finalized and
signed:
N/A

NOTICE - Pursuant to B&P Section 19604 (¢) (1) you ‘must contract with the bona fide labor organization that has
historically represented the same or similar classifications of employees at the nearest horse racing meeting,

9.  ADVERTISING

Name and address of the advertising agency you will use:
Youbet utilizes an internal advertising team.
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NOTICE - Pursuant to Rule 2071 (h) all advertisements shall contain a statement that persons under 18 are not allowed to
open or have access to Accounts. All advertisements shall contain contact information for a recognized problem-gambling
support organization. Additionally, pursuant to B&P Section 19604 (D) (3) advertisements shall not be deceptive to the
public.

10. CERTIFICATION

I hereby certify under penalty of perjury that I have examined ( Applicatiét that all of the foregoing

statements in this Application are true and correct, and that I #m authorizeg)

eed blcti, I LY |

Print Name ' Si gn’a}ﬁ_/m

Uicy ﬂ,%; It %/;/L [0

Print Title ' Dat
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CALIFORNIA HORSE RACING BOARD (CHRB)

APPLICATION FOR APPROVAL TO CONDUCT ADVANCE DEPOSIT WAGERING
CHRB-133 (New 9/01) .
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Application is made to the CHRB for approval to conduct Advance Depdsit Wagering in accordance with the
California Business and Professions (B&P) Code and CHRB Rules and Regulations (Rule) and the provisions of
the Interstate Horseracing Act, 15 U.S.C. 3001 to 3007.

NOTICE — By submitting the Application the out-of-state Applicant consents to the jurisdiction of California courts and the
application of California law as to all California wagers and operations.

Application must be filed not later than 90 days in advance of the date scheduled to conduct Advance Deposit
Wagering and must be accompanied by a bond from a surety company admitted in the state of California or other
form of financial security in the amount of $500 000. ‘

1. OUT-OF-STATE MULTE«JURISEECTE@NAL WAGERING HUB (out-of-state Hub)

A.  Name, mailing address, telephone and fax numbers:
Youbet.com, LL.C
5901 De Soto Avenue
Woodland Hills, California 9136’7
(818) 668-2100 Telephone
(818) 668-2101 Fax

With a copy to:
Youbet.com, LL.C

700 Central Avenue
Louisville, Kentucky 40208
(502) 636-4439 Fax

B.  Name, title, license number and racing jurisdiction where licensed for all management personnel:
Rohit Thukral, President
Mike Cody, Vice President and Treasurer
Brad Blackwell, Vice President and Secretary

These officers have already been approved by the CHRB

C.  Name, title and mailing address of the California agent for receipt of service of process:
CT Corporation System
- 818 West Seventh St.
Los Angeles, CA 90017

D. Attach the contract with the California racing association or fair and the required horsemen’s
approval under the Interstate Horseracing Act that permits you'to provide Advance Deposit Wagering
services and identify the amount of the market access fee to be paid to the California racing
association or fair for access to the California market for wagering purposes. See Attachments 1-5
to Youbet’s Application For Approval to Conduct Advance Deposit Wagering filed with the
CHRB.

, CHRB CERTIFICATION
Application received: /2 / /e Hearing date: ‘2/py //D

Reviewed: (c}up Approval date:
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2.  DATES OF OPERATION

A. Dates Advance Deposit Wagering will be conducted:
Through December 31, 2010

B. Hours Advance Deposit Wagering will be conducted:

Service is normally available 14.5 hours a day, 7 days a week with hours of operation being
approximately 5:00 a.m. — 9:30 p.m. PT

3. BUSINESS STRUCTURE

A, Corporation (complete sﬁbsecﬁon B)

X | LLC (complete subsection C)

Other (specify, and complete subsection D)

Complete the applicable subsection
B.  CORPORATION
1 .’ Registered name of the éo;’poraﬁon:
2. State wheré incorporated:
3. Registry or file number for the corporation:
4. Name of all officers and directors, titles, and number of shares of the corporation held by each:

5. Names (true names) of all persons, other than the officers and directors listed above, that
~hold 5% or more of the outstanding shares in the corporation and the number of shares held by
each:.

6.  Number of outstanding shares in the corporation:

7. Are the shares listed for public trading? '  Yes No
If yes, on what exchange and how is the stock listed:

8.  Name of the custodian of the list of shareholders and/or the transfer agent for the share holdings
of the corporation:

9. If more than 50% of the shares are held by a parent corporation or are paired with any other
corporation or entity, give the name of the parent and/or paired corporation or entity:

10.  Attach the most recent annual financial statement for the corporation, including balance sheet
and profit and loss statement, and a copy of a report made during the preceding 12 months to
‘'shareholders in the corporation and/or the Securities and Exchange Comxmssmn and/or the
corresponding state where you registered your corporation.
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11.  Attach a business plan to include a detailed budget that shows anticipated revenue, expenditures
and cash flow by month projected for the term of the approval. -

C. LLC

1. Registered name of the LLC:
Youbet.com, LLC

2. State where articles of organization are filed:
Delaware

3. | Registry or file number for the LLC:
- 4751610

4.  Names of all officers and directors, titles, and the number of shares of the LLC held by each:
Robeirt Evans, Director
Bill Carstanjen, Director
Rebecca Reed, Director
Rohit Thukral, Director and President
Mike Cody, Vice President
Brad Blackwell, Vice President

No officer or director owns any shares of the LIL.C

5. Names (true names) of all members, other than the officers and directors listed above, that
hold 5% or more of the outstanding shares in the LL.C and the number of shares held by each:

N/A

6.  Are the shares listed for public trading? : Yes X1 No
If yes, on what exchange and how is the stock listed:
Youbet.com LLC is a whoelly-owned subsidiary of Churchill Downs Incorporated which is
a publicly traded company on the NASDAQ under the symbol CHDN. "

7. If more than 50% of the shares are held by a parent corporation or are paired with any other
corporation or entity, give the name of the parent and/or paired corporation or entity:
Churchill Downs Incorporated owns 100% of the LILC.

8.  Attach the most recent annual financial statement for the LLC, including balance sheet and
profit and loss statement, and a copy of a report made during the preceding 12 months to
shareholders in the LLC and/or the Seciirities and Exchange Commission and/or the
corresponding state where you registered your corporation. Please see the Annual Report on
Form 10-K for Churchill Dewns Incorporated which is an attachment to the TwinSpires
2010 Application For Approval to Conduct Advance Deposit Wagering.

9. Attach abusiness plan to include a detailed budget that shows anticipéted revenue, expenditures
and cash flow by month projected for the term of the approval. Please see the corresponding
attachment to the Youbet 2010 Application For Approval to Conduct Advance Deposit
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D.  OTHER
1. Name(s) of partners/sole proprietor:
2. If a partnership, attach partnership agreemeﬁt.

3. Attach a business plan to include a detailed budget that shows anticipated revenue, expenditures
and cash flow by month projected for the term of the approval.

4.  ESTABLISHING ADVANCE DEPOSIT WAGERING ACCOUNTS — must comply with Rule 2074.

A.  List the procedures to estabhsh an Account:
An interested individual must complete several steps in order to become a Youbet.com
customer and to open a wagering account. :

Currently, an applicant must contact us either via the youbet.com website or telephonically to
open an account. When the necessary information is provided, Youbet uses a third party
electronic verification service to verify the customer’s state of residence and age. Once verified,
the customer becomes an ADW customer. In the event the third party verification service is
unable to verify the information provided by the customer, Youbet may secure additional
documentation (e.g., government issued identification and utility bills) to verify the information
provided.

For more details see the Operation Plan filed as Attachment 10 to Youbet’s 2010 Application
For Approval to Conduct Advance Deposit Wagering.

B.  Ifan application form is used to establish an Account attach a copy of the form.
See Attachment 11 to Youbet’s Apphcaimn For Approval to Conduct Advance Deposm
Wagermg

C. Name and address of the third party you Wﬂl use to verify identity, re&dence and age verification:
Equifax Credit Information Systems, Inc.
P.O. Box 740006
Atlanta, GA 30374

5. OPERATION OF ADVANCE DEPOSIT WAGERING ACCOUNTS —must comply with Rule 2073.
A. Submit a copy of your plan for operation.
See Attachment 11 to Youbet’s Apphca‘tlon For Approval to Conduct Advance Deposﬁ
Wagering file with the CHRB.

B.  List the type of deposits you will accept:
Credit card, electromic check, check, money order, wire transfer

C. . Identify any fees or transaction-related charges and the amount that will be assessed:
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Certain customers are charged $10.95 per month for up to ten hours of live video per month or
$17.95 for unlimited video per month.

Customers are charged a service fee of $2.50 for an account withdrawal in an amount equal to
or less than $25.00. The service fee will be automatically withdrawn from the subscriber’s
wagering account. If the subscriber’s withdrawal is equal to or less than $2.50, the amount of
the withdrawal will be applied to the service fee.

6. SECURITY ACCESS

A.  Attach your security access policy and safeguards pursuant to B&P Section 19604 (c) (2). Policy
must include the following:

1. Description of the technology to ensure identity, residence, and age verification When an Account
is established:
Prior to establishing a wagering account, an interested individual must complete several
steps in order to become a youbet.com customer and to open a wagering account. As part of
the sign-up process, among other information obtained, we obtain: '

Residential jurisdiction; and
Date of Birth.

Currently, an applicant must contact us either via the Youbet.com website or telephonically
to open an account. When the necessary information is provided, Youbet uses a third party
credit and identity verification service (currently Equifax) to verify the customer’s state of
residence and age. In the event information provided by the customer does not match the
information from the electronic verification, Youbet may seek other documentation (e.g.,
government issued identification and utility bills) from the applicant to verify the
information provided.

For more operational details see Youbet’s Operation Plan filed with the CHRB as
Attachment 10 to Youbet’s See Attachment 11 to Youbet’s Application For Approval te
Conduct Advance Deposit Wagering.

2. Description of the technology to ensure confidentiality of the Means of Personal Identification:
All sensitive data is stored in an encrypted state in Youbet’s database. The data is only
decrypted when used by internal secure applications. The customer’s Social Security
Number and password/PIN are encrypted and cannot be viewed by non-authorized Youbet
personnel. The following data is encrypted:

Password

Seocial Security Number
Credit Card Numbers
Checking Account Numbers

In addition, these other steps are taken to insure security of the PIN:
The Customer’s PIN must differ from their User 1D

The Customer’s PIN must be four (4) digits in length
The Customer’s account is locked on the consecutive third unsuccessful attempt
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to log in. The Customer must contact Youbet customer support and provide
appropriate identification to have the account unlocked.

If the Customer forgets their password, they must supply their User ID, date of birth
and registered email address to obtain the password:

3. Methods and locations available-for Account Holders to withdraw: funds from their Account:
Youbet Customers can request a withdrawal on-line or by mail or fax a signed withdrawal
slip to Youbet’s office. A check in the amount of the withdrawal is mailed to the mailing
address on file.

4. Ifthe Advance Deposit Wagering records will be maintained at a site other than the out-of-state
Hub provide the name, address, telephone and fax numbers and the hours of operation: -
Records are maintained at Youbet’s headquarters located at 5901 De Soto Avenue,
Woodland Hills, California 91367, as well as Warner Center Self Storage located at 21051
Oxnard Street, Woodland Hills, California 91367. Certain records are also stored by
United Tote Company at the same address.

7.  PARL-MUTUEL

A.

Name, address and telephone number of the pari-mutuel audit firm:

PricewaterhouseCoopers LLP
500 W. Main Street, Ste. 1800
Lo‘uisvﬂie9 KY 40202

Type(s) of pari-mutuel or totalizator equipment to be used and the simulcast organization, name of
the entity supplying equipment, and expiration date of the service contract:

United Tote Totalizator Equipment — a subsidiary of Churchill Downs Incorporated

Youbet Inter-Tote Systems Protocol (“ITSP”) is provided by Robertson Communication

List the locations of the racing venues on which Advance Deposit Wagering will be accepted:
Please see Attachment 12 of Youbet’s See Attachment 11 to Youbet’s Apphcahcn For Approval
to Conduct Advance Deposit Wagering filed with the CHRB.

NOTICE — The pari-mutuel system used must use a device or combination of devices authorized and operated exclusively
for placing, receiving, or otherwise making a wager and by which a person must subscribe to in order to place, receive or
otherwise make a wager; an effective customer and age verification system and the appropriate data security standards to
prevent unauthorized access by any person who has not subscribed or who is under the age of 18.

8. CONTRACTS AND AGREEMENTS

A.

List name and address of all organizations you will contract with to facilitate Advance Deposit
Wagering that are not provided in other sections of this application:

Robertson Communications Network, Inc., 4175 Cameron Street, Suite B-10, Las Vegas, NV
89103

Comerica Bank-California, 250 Lytton Avenue, 3”i Floor, Palo Alio, CA 94391

US Offtrack, LLC, P.O. Box 22099, St. Petersburg, FL 33742

Local 280 of the SEIU, 1838 Huntington Drive, Duarte, CA 91010

List each contract or agreement to facilitate Advance Deposit Wagering that is not finalized and



CHRB-133 (New 9/01) , 5-718

signed:
N/A

9. ADVERTISING

Name and address of the advertising agency you will use:
Youbet.com has an internal advertising group

NOTICE — Pursuant to Rule 2072 (h) all advertisements shall contain a statement that persons under 18 are not allowed to
open or have access to Accounts. All advertisements shall contain contact information for a recognized problem-gambling
support organization. Additionally, pursuant to B&P Section 19604 (D) (3) advertisements shall not be deceptive to the
public. '

10. CERTIFICATION

n, that all of the foregoing

y fo/this Application.

I hereby certify under penalty of perjury that I have examined fhs Appli
statements in this Application are true and correct, and that I/afn authoriged/to

@gh @W‘w I

Print Name Signe !/

V‘*@"QM%V(M - .

Print Title " Date U~




Item 6

STAFF ANALYSIS
DISCUSSION AND ACTION BY THE BOARD REGARDING
THE PROPOSED AMENDMENT TO
CHRB RULE 1974, WAGERING INTEREST, ,
TO 1) PROVIDE THAT THE WITHDRAWAL OF ONE HORSE FROM
A WAGERING INTEREST THAT CONSISTS OF MORE THAN ONE HORSE
CONSTITUTES THE WITHDRAWAL OF THE COUPLED ENTRY OR FIELD
AND ANY HORSE REMAINING IN THE COUPLED ENTRY OR FIELD SHALL
RUN AS ANON-WAGERING INTEREST FOR THE PURSE ONLY, AND 2) TO
PROVIDE THAT A HORSE THAT IS REMOVED FROM THE WAGERING POOL
IN ERROR SHALL RUN AS A NON-WAGERING INTEREST FOR PURSE ONLY

Regular Board Meeting
July 22,2010

BACKGROUND

Business and Professions Code section 19420 provides that the Board shall have
jurisdiction and supervision over meetings in this State where horse races with wagering
on their results are held or conducted, and over all persons or things having to do with the
operation of such meetings. Business and Professions Code section 19440 states The
Board shall have all powers necessary and proper to enable it to carry out the purposes of
this chapter. Responsibilities of the Board shall include adopting rules and regulations
for the protection of the public and the control of horse racing and pari-mutuel wagering.
Business and Professions Code section 19562 provides that the Board may prescribe
rules, regulations, and conditions under which all horse races with wagering on their
results shall be conduced in this State. Board Rule 1606, Coupling of Horses, states that
two or more horses shall be coupled as a single wagering interest and as an entry when
such horses are owned in whole or in part by the same person or persons. Horses are
exempt from coupling when two or more thoroughbred horses are owned by different
. partnership whose compositions are not mirror images are entered in the same race and
there is at least one partner who has ownership interest in each partnership. Quarter
horses are not subject to coupling requirements. Board Rule 1974 provides that a
declaration or withdrawal of one horse from a wagering interest that consists of more
than one horse shall have no effect on any wagers made on such wagering interest.

Patrons whose wagers include a coupled entry often complain when the horse they like in
the entry is scratched and they are left with the remaining part of the entry for wagering
purposes. If such patrons are in a position to cancel their wagers the problem can be
avoided, but many wagers involve multiple races that cannot be canceled once the
“sequence has begun, and many patrons make wagers and become otherwise occupied,
only to find out later about the scratch. Such complaints are not new. One solution that
has been brought forward in the past is to amend the Board’s regulations to provide that
the withdrawal of one horse from a wagering interest constitutes the withdrawal of the
coupled entry, and any horse that remains in the coupled entry shall run as a non-
wagering interest for purse only. In November 2005, the (then) Pari-Mutuel Operations
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Committee discussed scratching an entire entry for pari-mutuel purposes if part of the
entry was scratched after the wagering pool was opened. The intended outcome of
scratching an entire entry for pari-mutuel purposes was.the protection of patrons who
might get a horse they did not like, as well as the horse owner. Patrons could wager on
other horses in the race and the owner was protected because he could still run for purse
money. However, others stated the logic of the proposal was flawed. The technology
existed to inform patrons about which part of the entry would still run. Advance Deposit
Wagering providers could cancel wagers, and patrons could cancel a wager, or even
make a wager on the remaining part of the entry. Opponents stated it did not make sense
to refund wagers by unnecessarily eliminating a wagering interest. The larger issue was
the total pool. Would the industry give up a portion of the pool to satisfy a small number
of vocal patrons? In addition, there was the dilemma of scratching an unpopular horse in
an entry, with the popular horse being left to run for purse only; wagering patrons would
be just as irate. ‘ ’

At the November 2005 Pari-Mutuel Operations Committee meeting, the- elimination of
coupled entries was discussed as an alternative to the proposal to amend Rule 1974 to run
the remaining horse(s) in an entry for purse only. Proponents argued that eliminating
entries would increase field size and solve the problem of patrons being stuck with a
horse they do not want when the favored horse in an entry was scratched. - At its January
2006 Regular Meeting, the Board heard proposals to: 1) repeal Rule 1974 and Rule 1606,
- which would eliminate coupled entries in California, or 2) amend Rule 1974 to provide
that the withdrawal of one horse from a wagering interest that consists of more than one
horsé constitutes the withdrawal of the coupled entry for wagering purposes only, and the
remaining horse shall run for purse only. After discussion, the Board voted to repeal
Rule 1974 and Rule 1606. The rational was that eliminating entries would increase field
size. Proponents also argued that owners did not have the same ability to influence a race
as did trainers, who were currently exempted from coupling.

The repeal of Rule 1974 and Rule 1606 was never finalized, as the issue was tabled due
to conflicting opinions about the ramifications of eliminating coupling of horses.

However, in 2007, Rule 1606 was amended to exempt the quarter horse industry from
coupling requirements. In 2008 and in 2009, Rule 1606 was amended to further narrow

the coupling requirements for thoroughbred horses owned by partnerships. .

ANALYSIS

The proposed amendment to Board Rule 1974 provides that the withdrawal of one horse
from a wagering interest constitutes the withdrawal of the coupled entry, and any horses
remaining in the coupled entry shall run as non-wagering interests for purse only. The

proposed amendment is intended to address the angst expressed by patrons who are left

with an unpopular horse when a favored horse in a coupled entry is scratched. The
proposed amendment also provides that if a horse is improperly removed from a
wagering pool due to a totalizator error or another unjustified reason, and the owner and
trainer are not at fault, the horse shall compete as a non-wagering interest for the purse
only. This provision addresses those instances when a horse is not scratched, but is
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inadvertently removed from the wagering pool by error. The proposed amendment to

Rule 1974 requires the racing association to inform the public if a horse runs for purse

_ only by making an announcement over the public address system and by informing off-

- track wagering outlets.

The proposed amendment to Rule 1974 will impact the following regulations due to the

manner in which they address coupled wagering interests. The regulations are attached
for review:

1954.1, Parlay Wagering on Win, Place or Show - subsection (h)
1957, Daily Double - subsection (j)

1959, Special Quinella (Exacta) - subsection (d)

1976, Unlimited Sweepstakes — subsection (e)

1976.8, Place Pick (n) — subsections (d) & (e)

1977, Pick Three — subsection (c) '

1978, Select Four — subsection (e)

1979, Trifecta — subsection (c)

1979.1, Superfecta — subsection (c)

RECOMMENDATION

This item is presented for Board discussion and action.



CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
PROPOSED AMENDMENT OF
RULE 1974. WAGERING INTEREST

Regular Board Meeting
July 22, 2010

1974. Wageﬁng Interest. .

(a) A wagering interest may be any one horse in a race, or may be two or more
horses ¢0upled'as a single wagering interest as an "Entry" or the "Field."

(b) A declaration or withdrawal of one horse from a wagering interest which that

consists of more than one horse shall constitute the declaration or withdrawal of the

coupled entry or field. ha

any horses remaining in the coupled entry or field which have not been declared or

withdrawn shall start in the race as non-wagering interests for the purse only, and shall be

disregarded for pari-mutuel purposes.

(¢) If a horse is removed from the wagering pool due to a totalizator error, or due

to any other error, and the trainer and owner are not at fault, the horse shall start in the

race as a non-wagering interest for the purse only, and shall be disregarded for pari-

mutuel purposes.

(d) If a horse runs for the purse only the circumstances shall be announced over

the public address system at the time the action is taken and thereafter to adequately

inform the public. The racing association shall also inform off-track wagering outlets at

the time such action is taken.

Authority: Sections 19420 and 19440,
Business and Professions Code.




Reference:

Section 19562,

Business and Professions Code.




CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1954.1. PARLAY WAGERING ON WIN, PLACE OR SHOW
| Regular Board Meeting
July 22,2010
1954.1. Parlay Wagering on Win, Place or Show.

(a) The parlay is not a separate mutuel pool, it is a series of wagers (consisting of legs)
combining wagering entries in Win, Place or Show pools. The initial amount wagered
constitutes the wager on thé first leg, and if successful, the payout from the first leg constitutes
the wager on the sécond leg, etc.

(b) A parlay wager is limited to Win, Place or Show which have a corresponding pool
conducted on the race selected. The wager must combine at least two races but not more than six
races. The races in a parlay must be in chronologiéal order but do not need to be consecutive
races or combine the same type pool.

(¢) A parlay wager may only be on one pool and one wagering interest per leg and cannot
combine wagers on races on other days.

(d) Payouts included as wagers in subseéuent races and the final payout to the parlay
wagerer shall be broken té the nearest dime. Parlay breakage shall be reported separately and
added to regular breakage at the end of the day for the purpose of taxation and distribution!

(e) Parlay payouts will be included as wagers in subsequent pools by the track operator so
the amount of such wagers, including their impact on the wagering odds, will be displayed.

| Wager totals in such pools shall be displayed in truncated fashion, to the lowest dollar. |

(f) Parlay wagers may be cancelled by the ticket holder, in accordance with track policy,

only before the start of the first parlay leg in which a parlay selection starts. Parlay wagers not



cancelled must be completed or terminated by operation of these rules in order to be entitled to a
payout.

(g) If a race, pool or wagering entry in a parlay is scratched, which includes an entry
being declared a non-starter for wagering purposes, or a race or pool is cancelled, the parlay shali
consist of the remaining legs. The parlay terminates if there are no remaining legs.

(h) A wager on a coupled entry or field is considered a wager on the remaining part of the

coupled entry or field if any part of the coupled entry or field starts for parimutuel purposes in

accordance with Rule 1974 of this Article.

Authority: Section 19590,
Business and Professions Code.

Reference:  Sections 19594, 19597 and 19598,
Business and Professions Code.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1957. DAILY DOUBLE

Regular Board Meeting
July 22, 2010

1957. Daily Déuble.

(a) The Daily Double is a separate pariniutuel podl established on two (2) races. The pool
consists of amounts wagered on the selection of fhe winning horse of both races. It is not a paﬂay
and has no connection with or relation to other pools conducted by the association or to rules
governing the distribution of other pools.

(b) A valid Daily Double ticket shall be evidence of a binding contract between the
holder of the ticket and the association and shall constitute an acceptance of Daily Double
provisions and rules contained in this Article.

(c) The association shall distribute the net pool to holders of valid tickets that correctly
selected the winner of both races. If no ticket selected the Winner of both races, the net pool shall
be distributed as a place pool among tickets that included the winner of the first race and tickets
that included the winner of the second race.

(d) If no ticket included the winner of the first race the net pool shall be distributed
~ equally among tickets that iﬁcluded the winner of the second race; and, if no ticket included the
‘ winnér of the second race the net pool shall be distributed equally among tickets that included
the winner of the first race.

(e) If no ticket included the winner of either race the net pool shall be distributed equally

among tickets selecting the second place finishers of both races.
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(f) The association shall refund the entire pool if no ﬁcket requires a payout or if the first
race is canceﬂed.

(g) If the second race is cancelled after the first race has been completed, the net pool
shall be distributed as a single price pool among tickets selecting the winner of the first race.

(h) Before the first race is run, any money wagered on a horse in either race that is
scratched, excused by the Stewards or prevented from racing shall be deducted frorﬁ the pool and
refunded.

(i) If any horse is scratched, exéuse’d by the Stewards or prevented from racing because of
the failure of the stall doors or starting gate to open in the second race, after the first race has
been completed, all tickets including such horse(s) shall be deducted from the pool, and the
pool(s), thus formed shall be distributed as a straight pob](s) among tickets combining the winner
of the first race with such horse(s). |

() A wager on a coupled entry or field is considered a wager on the remaining part of the
coupled entry or field if any part of such entry starts for parimutuel purposes in accordance with
Rule 1974.

(k) If a dead heat occurs in either race the net pool is figured as a place pool. Exampie:
Number eight (8) and five (5) dead heat in the first race, and number three (3) wins the second
race, the pool would be divided and apportioned to tickets bearing eight (8) and three (3), and
five (5) and three (3).

Authority:  Sections 19440 and 19590,
Business and Professions Code.

Reference: Section 19590,
Business and Professions Code.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1959. SPECIAL QUINELLA (EXACTA)

Regular Board Meeting
July 22,2010

1959. Special Quinella (Exacta).

(a) The Special Quinella is not a parlay and has no connection with or relation to the win,
place and show pools shown on the totalizator board. All tickets on the Special Quinella will be
calculated in a separate pool.

(b) A Special Quinella race shall be given a distinctive name to be selected by the
~ association conducting such race, such as "Perfecta" or "Exacta," subject to the approval of the
Board.

(c) All Special Quinella tickets will be for the win and place combination Ol’ﬂy.’ Each
person purchasing a Speéial Quinella ticket shall designate the exact orderk in which the first two
horses will finish in a Special Quinella race. For examplé, if nuﬁlber 3 is selected to finish first
and number 6 is selected to finish éecond, they must come in number 3, first and number 6

second in order to win.

(d) Entries or field horses in a race comprising the Special Quinella shall face as single.

wagering interests for the purposes of mutuel pool calculations and payouts to the public. If, in

the event that any part of the entry or the field is a starter, there shall be no refund to persons

wagering on such entry or field. In the event any part of an entry or the field finishes first, the-

order of finish of all other horses making up such entry or field will be disregarded in

determining which horse finished second for the purpose of this rule.
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(e) Should any horse or horses entered in a Special Quinella race be scratched or excused
by the Stewards after wagering has commenced or should any horse or horses be prevented from
racing because of thé failure of the stall doors of the starting gate to open, all tickets including
such horse or horses shall be deducted from the Special Quinella Pool and money refunded to the
purchasers of tickets on the horse or horses so excused or prevented from raciﬁg. |

() In the event that no ticket is sold on the winning combination of a Special Quinella
Pool, the net pool shall be distributed equally among holders of tickets selecting the winning
horse to finish first and holders of tickets selecting the second place horse to finish second.

| (g) In the event of a dead-heat between two horses for first place, the net pool shall be
calculated and distributed as a place pool to holders of the winning combinations.

(h) In the event of a dead-heat between two or ﬁmre horses for place, all tickets
- designating the proper first horse to win which are coupled with any of the place horses involved
in a dead-heat shall be the winners of the Special Quinella race and payouts calculated according
to their respective interest in the net pool.

(i) In the event of a dead-heat for second place, if no ticket is sold on one of the two
winning combinations, the entire net pool shall be calculated as a win pool and distributed to
those holding tickets on the other winning combinations. If no tickets ’combine fhe winning
horse with either of the place horses in the dead-heat the Special Quinella Pool shall be
calculated and distributed to holders of tickets designating the winning horse or either of the
place horses according to their respective interest in the net pool.

| (j) In the event of a dead-heat among three or more horses for ﬁrst place, the net pool
shall be calculated and distributed to holders of tickets designating any two of the horses

participating in the dead-heat according to their respective interest in the net pool.
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(k) In the event that no ticket is sold that would require distribution to any winner as

above defined the Special Quinella shall be deemed "No Contest" and all money in the Special

Quinella shall be promptly refunded.

‘Authority:

Reference:

Sections 19440 and 19590,

Business and Professions Code.

Section 19590,

Business and Professions Code.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
- ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1976. UNLIMITED SWEEPSTAKES

Regular Board Meeting
July 22,2010
1976. Unlimited Sweepstakes.

(a) The Unlimited Sweepstakes parimutuel pool is not a parléy and has no connection with or
relation to any other parimutuel pool conducted by the association, nor to any win, place and
show pool shown on the totalizator, nor to the rules governing the distribution of such other
pools.

(b) An Unlimited Sweepstakes parimutuel ticket shall be evidence of a binding contract between
the holder of the ticket and the association and the said ticket shall constitute an acceptance of
the ﬁnlimited Sweepstakes provisions and rules containeci in Article 18.

(c) An Unlimited Sweepstakes may be given a distinctive name by the association conducting the
meeting, subject to approval of the Board.

(d) The Unlimited Sweepstakes parimutuel pool consists of amounts contributed for a selection
for win only in each of nine races designated by the association with the approval of the Board.
Each person purchasing an Unlimited Sweepstakes ticket shall designate the winning horse in
each of the-nine races comprising the Unlimited Sweepstakes.

(e) Those horses constituting an entry of coupled horses or those horses coupled to constitute the
field Ain a faoe comprising the Unlimited Sweepstakes shall race as a single wagering interest for
the purpose of the Unlimited Sweepstakes parimutuel pool calculations and payouts to the
public. However 'if any part of either an entry or the field faoing as a single wagering interest is a

starter in a race the entry or the field selection shall remain as the designated selection to win in

that race for the Unlimited Sweepstakes calculation and the selection shall not be deemed a -

scratch.

(f) The Unlimited Sweepstakes parimutuel pool shall be calculated as follows:
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(1) One hundred percent (100%) of the net amount in the parimutuel pool subject to distribution
among winning ticket holders shall be distributed among the holders of parimutuel tickets which
correctly designate the official winner in each of the nine races comprising the Unlimited
Sweepstakes.

2) vIn the event there is no parimutuel ticket properly issued which correctly designates the
official winner in each of the nine races comprising the Unlimited Sweepstakes, twenty-five
percent (25%) of the net amount in the parimutuel pool shall be distributed among the holders of
parimutuel tickets which correctly designate the most official winners, but less than nine, in each
of the nine races comprising the Unlimited Sweepstakes, and thé remaining seventy-five percent
(75%) of the net amount in the parimutuel pool shall not be distributed as provided above but
shéll be retained by the association as distributable amounts and shall be carried over and
included in the Unlimited Sweepstakes parimutuel pool for the next succeeding racing date as an
additional net amount to be distributed as provided in subsection (£)(1).

(g)(1) Except as provided in subsection (k) and subsection (m), should no distribution be made
pursuant to subsections (f)(l), then the distributable pool and all monies accumulated therein
shall be carried over until that amount equals or exceeds five million dollars ($5,000,000) or
such lesser amount as the racing association designates to the Board at the time it files its license
application with the Board.

(2) Once the pool and all monies accumulated therein equals or exceeds five million dollars, or
such lesser amount designated by the racing association pursuant to subsection (g)(1), that

amount shall be distributed on the next racing day as provided in subsection (f)(1); but if no

holder of parimutuel tickets correctly designates the official winner in each of the nine races

~ comprising the Unlimited Sweepstakes, then seventy-five percent (75%) of the pool shall be
distributed among the holders of parimutuel tickets which correctly designate the most official

winners, but less than nine, in each of the nine races comprising the Unlimited Sweepstakes.

6-14



The rémaiﬁing twenty-five percent (25%) of the pool shall be distributed to those holders of
parimutuel tickets which correctly desigﬁate the next greatest number of official winners.

(h) In the event an Unlimited Sweepstakes ticket designates a selection in any one or more of the
races comprising the Unlimited Sweepstakes and that selection is scratched, excused or
determined by the S;cewards to be a nonstarter in the race, the actual favorite, as evidenced by the
amounts wagered in the win pool at the time of the start of the race, will be substituted for the
nonstarting selection for all purposes, including pool calculations and payouts.

(i) In the eveﬁt of a dead heat for win between two or more hbrses in any Unlimited Sweepstakes
race, all such horses in the dead heat for win shall be considered as winning horses in the race for
the purpose of calculating the pool.

()(1) In the event that all nine races comprising the Unlimitgd Sweepstakes are cancelled or
‘declared as no contest, all parimutuel tickets held on the Unlimited Sweepstakes for that day or
night shall be refunded and the Unlimited Sweepstakeé shall be cancelled in its entirety for that
day or night and any retained distributable amounts carried over from any prior Unlimited
Sweepstakes pool pursuant to subsection (£)(2) shall be carried over to the next succeeding
racing date of that meeting.

(2) In the event that fewer than nine, but no more than three, races comprising the Unlimited
Sweepstakes are completed due to the cancellation of one or more races or the Stewards
declaring one or more faces as no contest, the pool for that racing day shall be refunded and the
Unlimited Sweepstakes shall be cancelled in its entirety as provided in subsection (j)(1).

(3) In the event that fewer than nine, but no fewer than four, races comprising the Unlimited
Sweepstakes are completed due to the cancellation of one or more races or the Stewards
declaring one or more races as no contest, one hundred percent (100%) of the net amount in the
parimutuel pool for that day or night, exclusive of any retained distributable amounts carried

over from any prior Unlimited Sweepstakes pool pursuant to subsection (£)(2), shall be subject to
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distribution among holders of parimutuel tickets which correctly designate the most winners in
the compléted races of the Unlimited Sweepstakes. The retained distributable amounts carried
over from any prior Unlimited Sweepstakes pool pursuant to subsection (f)(Z) shall be carried
over to the next succeeding racing date of that meeting.

(k) (1) Should no distribution be made pursuant to subsection (f)(1) on the last day of the
association's race meeting, then the distributable pool and all monies accumulated therein shall
be distributed on that day. Seventy-five percent (75%) of the pool shall be distributed among

holders of parimutuel tickets which correctly designate the most official winners, but less than

nine, in each of the nine races comprising the Unlimited Sweepstakes. The remaining

twenty-five percent (25%) of the pool shall be distributed to those holders of parimutuel tickets
which correctly designate the next greatest number of official winners.

(2) In the event that an association is unable to distribute the retained distributable amount
carried over from any prior Unlimited Sweepstakes pool established pursuant to subsection (£)(2)
by the end of its race meeting due to cancellation Qf the final day(s) or night(s) of racing or any
other reason, the retained distributable amount shall be carried forward to the next race meeting
having an Unlimited Sweepstakes at the same location and of the same breed of horse as the
racing association that generated the retained distributable amount. The retained distributable
amount shall be included in the Unlimited Sweepstakes pool for the first day or night of racing at
the subsequent race meeting.

() No parimutuel ticket for the Unlimited Sweepstakes pool shall be sold, exchanged or
cancelled after the time of the closing of wagering in the first of the nine races comprising the
Unlimited Sweepstakes, except for such refunds on Unlimited Sweepstakes tickets as required by
this regulation, and no person shall disclose the number of tickets sold in the Unlimited

Sweepstakes pool or the number or amount of tickets selecting winners of Unlimited
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Sweepstakes races until such ti-mé as the Stewards have determined the last race comprising the
Unlimited Sweepstakes each day to be official.
(m) The raciﬁg association may, at its election, designate to the Board, at the time it files its
license application with the Board, one or more racing days (nights) during its racing meeting on
which the retained distributable amount carried over from ahy prior Unlimited Sweepstakes pool
established pursuant to subsection (f)(2), shall be distributed as provided in Subsection (2@2),
even though the retained amount is less than the amount specified in or designated by the racing
association pui"suant to subsection (g)(1).
Authority:  Sections 19420, 19440 and 19590,

Business and Professions Code.

Reference: Section 19590,
Business and Professions Code.
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~ CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1976.8. PLACE PICK (N)

Regular Board Meeting
July 22,2010

1976.8. Place Pick (n).

(a) The Place Pick (n) is a separate pari-mutuel pool established by the association on a
designated number of races. The pool consists of amounts wagered on a horse to finish first or
second in each of the races. It is not a parlay and has no connectioﬁ with or relation to other
pools conducted by the association, except for the provisibns in subsection (e), or to rules
governing the distribution of other pools.

(b) A valid Place Pick (n) ticket shall be evidence of a binding contract between the
holder of the ticket and the association and shall constitute lan acceptance of Place Pick (n)
provisions and rules contained in this Article.

(¢) A Place Pick (n) may be given a distinctive name by the association conducting the
meeting, subject to Board approval.

(d) A wager on a coupled entry or field is considered a wager on the remaining part of the
coupled entry or field if any part of such entry starts for pari-mutuel purposes in accordance with
Rule 1974,

(e) If a ticket in any Placé Pick (n) race designates a selection that is scraftched, excused
or determined by thé Stewards to be a nonstarter in the race, the association may designate the
| actual favorite, which is determined by the amounts wagered in the win pool at the time of the

start of the race, or may allow patrons the option of selecting an alternate betting interest. The
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actual favorite or the alternate betting interest will be substituted for the nonstarting selection for
all purposes.

(f) Except as provided in subsectioﬁ (H)(1), in a dead heat for win between two or more
horses, only the horses in such dead heat shall be considered winning horses.

(1) In a dead heat for win between two or more coupled horses, all such horses together
with the horse(s) which finishes next in order shall be considered winning horses.

(2) Except as provided in subsection (f), a dead heat fér second between two or more
horses, all such horses together with the horse which finished first shall be considered winning
horses.

. (g) The association shall distribute the net pool to holders of valid tickets that correctly
selected the most first or second place finishers.

(h) All tickets shall be refunded if all races comprising the Place Pick (n) are cancelled or
declared as no contest. The entire pool shall be refunded if less than four races are completed and
if four or more races are completed the net pool shall be distributed pursuant to subsection (g).

(i) After wagering closes on the first race comprising the Place Pick (n) no ticket shall be
sold, exchanged or cancelled. No person shall disclose the number of tickets sold in the Place
Pick (n) or the number or amount of tickets that selected winners of Place Pick (n) races until the
Stewards declare the last race official.

(§) If the racing surface changes from turf to dirt or dirt to turf in any race of a Place Pick
(n), and such change is not announced to the public before the close of Wageriﬁg on the Place

Pick (n) pool, all wagers on such race shall be considered winning wagers for the purposes of the

Place Pick (n).

Authority: Sections 19440 and 19590,
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Business and Professions Codes.

Reference: Sections 19593 and 19594,
Business and Professions Code.



CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING

. RULE 1977. PICK THREE

Regular Board Meeting

July 22,2010
1977. Pick Three.

(a) The Pick Three is a separate parimutuel pool established on three (3) consecutive
races. The pool consists of omoonts wagered on the winning horse in each of the races. It is not a
parlay and has no connection with or relation to other poolé conducted by the association, except
for the provisions in subsection (h), or to rules governing the distribution of other pools.

(b) A valid Pick Three ticket shall be evidence of a binding contract between the holder
of the ticket and the association and shall constitute an acceptance of Pick Three provisions and
rules contained in this Article.

(o) A wager on a coupled entry or field is considerod a wagef on the remaining part of the
coupled entry or field if any part of such entry starts for parimutuel purposes in accordance with
Rule 1974.

(d) The association shall distribute the net pool to holders of valid tickets that correctly
selected the winners in all three (3) races.

(e) In a dead heat for win between two (2) or moro horses in any of the Pick Three races,
all such horses shall be considered winning horses in that race for calculating the pool. Tho
payout shall reflect the proportionate amount of money wagered on each winning combination.

(f) If no ticket selected thé winner in all three (3) races, the net pool shall be paid for
tickets that selected the winner in any two (2) races; and if no ticket selected two (2) winners the
net pool shall be paid for tickets that selected the winner of any one (1) race. The association

shall refund the entire pool if no ticket selected the winner of any one (1) race.
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(g) If one (1) of the races is cancelled, the net pool shall be distributed as provided in
subsection (f). If more than one (1) race is cancelled the association shall refund the entire pool.
(h) A ticket designating a selection that was scratchéd, excused or determined by the
Stewards to be ‘a nonstarter in the race, shall have the favorite, which is determined by the
amounts wagered in the win pool at the time of the start of the race, substituted for the
nonstarting selection for all purposes. |
(i) After wagering closes on the first race‘ of the Pick Three no ticket shall be sold,
exchanged or cancelled. No person shall disclose the number of tickets sold in the Pick Thxee
‘races or the number or amount of tickets that selected winners of Pick Three races until the
Stewards declare the last race official. After the second of the three (3) races, fhe association may
display potential distributions dependent upon the outcome of the third race.
Authority: Sections 19440 and 19590,
Business and Professions Code.

Reference: Section 19590,
Business and Professions Code.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1978. SELECT FOUR

Regular Board Meeting

July 22,2010
1978. Select Four.

(a) The Select Four parimutuel pool is not a parlay and has no connection with or relation
to any other parimutuel pool conducted by the association, nor to any win, place and show pool
shown on the totalizator board, nor to the rules governing the distribution of such other pools.

(b) A valid Select Four ticket shall be evidence of a binding contract between the holder
of the ticket and the racing association, and the said ticket shau constitute an acceptance of
Select Four provisions and rules contained in Article 18.

(c) A Select Four may be given a distinctive name to be selected by the association
cohducting such races, such as "PICK 4", subject to the approval of the Board.

(d) The Select Four parimutuel pool consists of amounts contributed for a selectioh for
win only in each of four races designated by the association with the approval of the Board.
Each person purchasing a Select Four ticket shall deéignate the winning horse in each of the four
races comprising the Select Four.

(¢) Those horses constituting an eniry of coupled‘ horses or those horses coupled to
constitute the field in a race comprising the Select Four shall race as a single wagering interest
for the purpose of the Select Four parimutuel pool caléulations and payouts to the public.
Hdwever, if any part of either an entry or the field racing as a single interest is a starter in a face,
the entry or the field selection shall remain as the designated éelection to win in that race for the

Select Four calculation, and the selection shall not be deemed a scratch.
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(f) The net amount in the parimutuel pool subject to distribution among winning ticket
holders shall be distributed among the holdefs of tickets which correctly designate the winners in
all four races comprising the Select Four.

(g) If no ticket is sold combining the four winners of the Select Four, the net amount in
the parimutuel pool shall be distributed among the holders of tickets which include the winners
of any three of the four races comprising the Select Four.

(h) If no ticket is sold combining at least three winners of the Select Four, the net amount
in the parimutuel pool shall be distributed among holders of tickets which include the winner of
any two races comprising the Select four.

.(i) If no ticket is sold combining at least two winners of the Select Four, the net amount
in the parimutuel pool shall be distributed among holders of tickets which include the winner of
any one race comprising the Select Four.

() If no ticket is sold that would require distribution of the Select Four pool to a winner
under this rule, the association shall make a complete and full refund of the Select Four pool.

(k) If for any reason ohe of the races comprising the Select Four is cancelled, the het
amount of the parimutuel pool shall be distributed as provided above in subsections (g), (h), (i)
and (j). |

(1) If for any reason two or more of the races comprising the Select Four is cancelled, a
full and complete refund will be made of the Select Four pool.

(m) In the event a Select Four ticket designates a selection in any one or more of the races
comprising the Select Four and that selection is scratched, excused or determined by the

Stewards to be a non-starter in the race, the actual favorite, as evidenced by the amounts wagered
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in the win pool at the time of the start of the race, will be substituted for the non-starting
selection for all purposes, including pool calculations and payouts.

(n) In the event of a dead heat for win between two or more horses in any Select Four
race, all such horses in the dead heat for win shall be considered as winning horses in the race for
the purpose of calculating the pool.

(0) No parimutuel ticket for the Select Four pool shall be sold, exchanged or cancelled

after the time of the closing of wagering in the first of the four races comprising the Select Four,

except for such refunds on Select Four tickets as required by this regulation, and no person shall
disclose the number of tickets sold in thé Select Four pool or the number or amount of tickets
selecting winners of Select Four races until such time as the Stewards have determined the last
race comprising the Select Four to be ofﬁciél. Notwithstanding the above, at the conclusion of
the third of the four races comprising the Select Four, an association may with thé approval of
the Board display potential distribution to ticket .holders depending upon the outcome of the
fourth race of the Select Four.

Authorify: Sections 19420, 19440 and 19590,

Business and Professions Code.

Reference: Section 19594 19590,
Business and Professions Code.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1979. TRIFECTA

Regular Board Meeting
July 22,2010

1979. Trifecta.

(a) The Trifecta is a separate pari-mutuel pool established on a single race. The pool
consists of amounts wagered on horses to finish first, second and third in that exact order. It is
not a parlay and has no connection with or relation to other pools conducted by the association or
to rules governing the distribution of other pools.

(b) A valid Trifecta ticket is evidence of a binding contract between the holder of the
ticket and the association and constitutes acceptance of Trifécta provisions and rules contained in
this article.

(c¢) No Trifecta pool shall be established for a race with less than four wagering interests
scheduled to start when thebTrifecta pool opens for wagering in California. A wager on a coupled
entry or field is considered a wager on the remaining part of the coupled entry or field if any part
of such entry starts for pari-mutuel purposes in accordance with Section 1974.

(d) After the stewards' official order of finish is posted, the association shall distribute the
net pool to hblders of valid tickets that correctly selected the first, second and third finishers.

(e) In a dead heat for first or second position, only tickets selecting the correct order of
finish for the first three finishers shall be winning tickets; that is, two horses in a dead heat for
first shall be first and second, in either position; and two horses in a dead heat for second shall be
second and third, in either position. Ina trii)le dead heat for first, the three horses shall be the

winning combination regardless of the order of selection. In a triple dead heat for second, tickets
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with the correct first selection and two of the three horses shall be winning tickets. In a triple
dead heat for third, tickets with the correct first and second selection and one of the three horses
shall be winning tickets.

) Ifno ticket correctly selected the first, seconci and third position, the net pool shall be
paid for tickéts that selected first and second. If no ticket selected first and second the net pool
shall be paid for tickets that selected first. The association shall refund the entire pool if no ticket
selected first.

(g) If the stewards scraich a horse before Wagéring is closed, the association may
exchange any ticket that includes the scratched horse. After wagering is closed, tickets selecting
a scratched horse or a horse the stewards declared a nonstarter shall be eliminated from the pool
and the purchase price refunded.

Authority: Sections 19440 and 19590,
Business and Professions Code.

Reference:  Section 19590,
Business and Professions Code.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1979.1. SUPERFECTA

Regular Board Meeting
July 22,2010

1979.1. Superfecta. |

(a) The Suberfecta is a separate pari-mutuel pool established on a single race. The pool
consists of amounts wagered on horses to finish first, second, third, and fourth in that exact
order. It is not a parlay and has no connection with other pools conducted by the association or
to rules governing the distribution of other pools.

(b) A valid Superfecta ticket is evidence of a binding contract between the holder of the
ticket and the association and constitutes acceptance of Superfecta provisions and rules contained
in this article.

(c) No Superfecta pool shall be established for a race with less than six wagering interests
scheduled to start when the Superfecta pool opens for wagering in California. A wager on a
coupled entry or field is considered a wager on the remaining part of the coupled entry or field if
any part of the entry starts for pari-mutuel purposes under Rule 1974 of this division.

(d) After the stewards' official order of finish is posted, the association shall distribute the
net pool to holders of valid tickets that select the first, second, third, and fourth finishers.

(e) In a dead heat for first, second, or third position, only tickets selecting the correct

~order of finish for the first four finishers shall be winning tickets; that is, two horses in a dead
heat for first shall be first andvsecond, in either position; two horses in a dead heat for second
shall be second and third,vin either position; and two horsés in a dead heat for third shall be third

and fourth, in either position. In a dead heat for fourth, tickets with the correct first, second, and
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third selection and one of the two horses in the dead heat for fourth shall be winning tickets.‘ Ina
triple dead heat for first, ﬁckets selecting the three khorses in the dead heat, regardless of the order
of selection, and the horse finishing fourth shall be winning tickets. In a triple dead heat for
second, tickets with the correct first selection and all three horses in the dead heat shall be
winning tickets. In a triple dead heat for third, tickets with the correct first and second selection
and two of the three horses in the dead heat shall be winning tickets. In a tripie dead heat for
fourth, tickets with the correct first, second, and third selection and one of the horses in the dead
heat shall be winning tickets.

(f) If no ticket selects the first, second, third,” and fourth position, the net pool shall be
paid for tickets that seleqt first, second, and third. If no ticket selects ﬁfst, second, and third
position, the net pool shall be paid for tickets that select first and second. If no ticket selects first
and second, the net pool shall be paid for tickets that select first. The association shall refund the
entire pool if no ticket selects first.

(g) If the stewards scratch a horse before Wagéring is closed, the association may
exchange any ticket that includes the scfatched horse. After wagering is closed, tickets selecting
a scratched horse or a horse the stewards declared a nonstarter shall be eliminated from the pool
and the purchase price refunded.

Authority:  Sections 19440 and 19590,
Business and Professions Code.

Reference: Section 19590,
Business and Professions Code.
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STAFF ANALYSIS
DISCUSSION AND ACTION BY THE BOARD REGARDING
THE PROPOSED AMENDMENT TO ’
CHRB RULE 1876, FINANCIAL RESPONSIBILITY,
TO ADD FINANCIAL RESPONSIBILITY COMPLAINTS FROM
EQUINE MEDICAL HOSPITALS,
AND SERVICES PROVIDED BY HORSE FARMS THAT ARE
DIRECTLY RELATED TO HORSE RACING '
WHERE THE DEBT EXCEEDS $1,000.00

Regular Board Meeting
- July 22,2010

BACKGROUND

Business and Professions Code section 19440 provides that the Board shall have all
powers necessary and proper to enable it to carry out fully and effectually the purposes of
this chapter. Responsibilities of the Board shall include, but not be limited to
administration and enforcement of all laws, rules, and regulations affecting horse racing
and pari-mutuel wagering, as well as adjudication of controversies arising from the
enforcement of those laws and regulations dealing with horse racing and pari-mutuel
wagering. Business and Professions Code section 19460 states all licenses are subject to
all rules, regulations, and conditions from time to time prescribed by the Board. Business
and Professions Code section 19461 provides that every license granted under this
chapter is subject to suspension or revocation by the Board in any case where the Board
has reason to believe that any condition regarding it has not been complied with, or that
any rule or regulation of the Board affecting it has been broken or violated. Board Rule
1876, Financial Responsibility, states that no licensee shall willfully and deliberately fail
or refuse to pay any moneys when due for any service, supplies or fees connected with
his or her operations as a licensee, nor shall he or she falsely deny any such amount due
or the validity of the complaint thereof with the purpose of hindering or delaying or
defrauding the person to whom such indebtedness is due. The regulation also provides a
guideline for the filing of financial responsibility complaints against licensees.

e A financial responsibility complaint against a licensee must be in writing and
signed by the complainant. o

e A financial responsibility complaint must be accompanied by documentation of
services, supplies or fees alleged to be due, OR accompanied by a judgment from
a civil court which has been issued within one year of the date of the complaint.

Currently, under Board Rule 1876, the Board will only consider financial responsibility
complaints that meet the following criteria:

e The complainant has NOT made a complaint against the same accused within a
“twenty-four month period.



o The complaint involves services, supphes or fees that are dlrectly related to the

licensee’s California racetrack operations.

e The debt or civil court judgment was issued in California within one year of the
filing of the complaint.

CHRB Directive 06-08 addresses the enforcement of Rule 1876. The directive was
issued in July 2008, and it basically reiterates the text of the regulation- except that it

refers to accepting financial responsibility complaints from “licensed vendors.” Rule

1876 only refers “complainants”. The directive also expands on the regulation by stating
financial responsibility complaints submitted by trainers, owners, grooms, hotwalkers,
exercise riders and others that are the result of wage disputes will be considered and do
not require civil court judgments. Also equine medical hospitals will be accepted. The
exception for medical hospitals was added to the directive after an equine medical
hospital appealed to the Board for help with unpaid bills.

Staff contacted Board investigators in Northern and Southern California to determine
how Rule 1876 is applied. It appears that Southern California more closely follows the
directive, which states financial responsibility complaints will only be accepted from
LICENSED vendors with a civil court judgment. Southern California investigators will
also entertain a financial responsibility complaint from non-licensees if given such
direction. The practice in Northern California seems to be that financial responsibility
complaints will be accepted from any vendor if the debts are related to a licensee’s horse
racing operations, and a civil court judgment has been issued.

In June 2010, the issue of financial responsibility complaints from horse farms was
brought to the CHRB, and the stewards were directed to hear the financial responsibility
complaints of Tommy Town Thoroughbreds LLC (Tommy Town). Following the
hearings, Tommy Town requested that the CHRB consider amending Rule 1876 to
include horse farm debts. Tommy Town stated trainers and owners were more concerned
about paying debts at the racetrack, but as farm bills did not impact an owner’s or
trainer’s ability to race, they were of a lesser concern. Tommy Town suggested that to
avoid wasting the stewards” time, a minimum debt of $1,000 or more could be set.

ANALYSIS

Rule 1876 has been the subject of reoccurring discussion. Those who do business with
persons licensed by the Board see the regulation as a means of forcing payment, while
other have stated that bill collecting should not be the function of the stewards. The
directive issued by the Board in July 2008 was intended to provide guidance in the
application of Rule 1876. The result, however, seems to be uneven application. A
financial responsibility complaint that is considered in Northern California might not be
considered if it were submitted in Southern California. Further, all persons who wish to
submit financial responsibility complaints have access to the text of Rule 1876, but few
may be aware of the requirements of the directive.
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The proposed amendment to Rule 1876 is intended to alleviate the possibility of uneven
application of Rule 1876 by incorporating the provisions of Board Directive 06-08.

Specifically the amendment includes equine medical hospitals, (currently addressed in
Directive 06-08) and adds horse farms as vendors whose financial responsibility
complaints will be considered, provided such complaints comply with the rule. In the
case of horse farms, complaints less than $1,000 will not be considered. Financial
responsibility complains concerning wage disputes (also addressed in Directive 06-08)
between persons licensed by the Board, will continue to be considered and are exempt
from the civil court judgment otherwise required under Rule 1876 because grooms,
hotwalkers and exercise riders may be reluctant to use the civil court system.

RECOMMENDATION

This item is présented for Board discussion and action.
Staff recommends the Board instruct staff to initiate the 45-day comment period.
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