STATE OF CALIFORNIA

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

(916) 263-6000

FAX (916) 263-6042

of the California Horse Racing Board will be held on Tuesday, June 22, 2010, commencing
at 9:30 a.m., in the Sunset Room at Hollywoeod Park Race Track, 3883 West Century Blvd.,
Inglewood, 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.”

The agenda for the regular meeting will consist of the following matters:

Action Items:

(VS

Presentation of the California Horse Racing Board Resolution to John Andreini.
Approval of the minutes of the regular meeting of May 20, 2010.

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.

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.

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

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 14 beneficiaries.

Discussion and action by the Board regarding the distribution of race day charity
proceeds of the Oak Tree Racing Association in the amount of $48,365 to eight
beneficiaries.

ARNOLD SCHWARZENEGGER, GOVERNOR
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11.

12.

13.

14.

15.

16.

Discussion and action by the Board regarding 1) a report from representatives of
Southern California Off-Track Wagering, Inc. (SCOTWINC) and Northern
California Off-Track Wagering, Inc. (NCOTWINC) 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).

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 (MISW); and would have prohibited an
MSW from being within 20 miles of an Indian casino.

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
provisiens 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. ' '

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 Bruno, for a period of up to but not exceeding two years.

Discussion and action by the Board on the Application for Licemse to Operate a
Minisatellite Wagering Facility at the OC Tavern, San Clemente, for a period of up to
but not exceeding two years.

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.

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.

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.

Discussion and action by the Board regarding am update from Oak Tree Racing
Association concerning where it will run its September 29, 2010 through October 31,
2010 allocated race dates.
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17. 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.

18. 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 LITIGATION
JUNE 2010

CASE

A. Pamela A. Berg v. CHRB
Superior Court of California, County of Sacramento, Case No. 34-2008-00028104
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A. Reconsideration for Licensure
Patrick Valenzuela

B. Fitness for Licensure
Gennadi Dorochenko

C. Appeal of the Board of Stewards Official Ruling #90, Pacific Racing Association,
Dated June 6, 2010
Hector Romero
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PROCEEDINGS of the Regular Meeting of the California Horse Racing Board held at
the Golden Gate Fields Bayside Lounge (Turf Club), 1100 Eastshore Highway,
Albany, California, on May 20, 2010.

Present: Keith Brackpool, Chairman
David Israel, Vice-Chairman
Bo Derek, Member
John C. Harris, Member
Jerry Moss, Member
Richard Rosenberg, Member
Kirk E. Breed, Executive Director
Robert Miller, Staff Counsel

PRESENTATION OF THE CALIFORNIA HORSE RACING BOARD
RESOLU’E‘EON TO JOHN ANDREINI.

Chairman Brackpool said the item would be deferred until the June 2010 Regular Board

Meeting.

MINUTES

Chairman Brackpool asked for approval of the minutes of the Regular Meeting of April
15, 2010. Vice-Chairman Israel motioned to approve the minutes. Commissioner Moss

seconded the motion, which was unanimously carried.

PUBLIC COMMENT

John Bucalo of the Barona Casino spoke about his concerns regarding the ability of
satellite wagering facilities to offer full-card wagering. He stated at the April 2010
Regular Board Meeting he talked about the issue, and that he wrote a letter to the Board
regarding full-card simulcasting. Chairman» Brack?ool informed Mr. Bucalo that a

written response to his letter was prepared and would soon be mailed. Richard Castro of



Proceedings of the Regular Meeting of May 20, 2010 2

the Pari-Mutuel rEmployees’ Guild, Local 280, asked if a business plan for Southern
California Off-Track Wagering, Inc. (SCOTWINC) and Northern California Off-Track
vWagering, Inc. (NCOTWINC) has been discussed. Chairman Brackpdol stated the
SCOTWINC/NCOTWINC business plans would be heard ét the June 2010 Régular
Board Meeting. Chairman B'rackpool said Ron Charles of Los Angeles Turf Club had
resigned. He stated Mr. Charles was a credit to the horse racing industry, and on behalf

of the Board he would like to wish him well.

REPORT FROM THE MEDICATION AND TRACK SAFETY COMMITTEE.

Commissioner Derek said the Medication and Track Safety Committee (committee) met

on May 19, 2010. The committee heard a report and discussion of the April 12, 2010,

Racing Medication and Testing Consortium meeting, which included Iaboratory‘

accreditation, withdrawal time, research and proposed changes to non-steroidal anti-
inflammatory drug levels. Commissioner Derek stafed Executive Director Kirk Breed
gave the committee an update on the track safety standards program. The program
included advanced weather conditions updated every 15 minutes. The information was

available on the Board’s website. The committee also heard a report from the University

of California at Davis on the necropsy program, the equine injury database, and CHRB

drug testing programs. The commi‘;tee discussed a proposed amendment to Board Rule
1844, Authorized Medication, to modify levels permitted for procaine subsequentAto
procaine penicillin administration. The transparency and transferability of veterinary
medical records was also discussed by the committee. There was a lot of discussion, and

the committee would revisit the issue at a later date. A proposal to amend Rule 1846.5,
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Postmortem Examination, to require medical records for any horse dying within the
inclosure was discussed. The requirement would aid in the understanding of fatalities at
California racetracks. Chairman Brackpool stated the proposed amendments to Rule

1844 and Rule 1846.5 would be discussed at the June 2010 Regular Board Meeting.

PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT TO CHRB RULE 1689, SAFETY HELMETS
REQUIRED, TO ESTABLISH AND/OR REVISE STANDARDS FOR SAFETY
HELMETS WORN BY ANY PERSON MOUNTED ON A HORSE ON THE
RACETRACK, MOUNTED IN OR RIDING ON A SULKY, OR WORKING AS A
MEMBER OF THE GATE CREW.

Jacqueline Wagner, CHRB staff,‘ said the 15-day public notice period for the proposed
amendment to Rule 1689, Safety Helmets Required, was concluded and the Board may
adopt the proposal as presented. The proposed amendment would establish/revise safety
standards for safety helmets, and would require any person Wérking on the gate crew, or
any person mounted on a horse on the racetrack, or mounted in or riding on a sulky, to
wear a safety helmet. At the April 2010 Regular Meeting the Board heard gate crew staff
express opposition to the provision that re;quired them to wear safety helmets. Ms.
Wagner stated the item was put over for further discussion by the Medication and Track
Safety Committee. Dan Howry, an assistant starter, stated he represented Northern
California assistant starters. ‘He said all of Northern California’s assistant starters were
opposed to the requirement that they wear safety helmets. Mr. Howry talked about the
* reasons assistant starters opposed the proposed ’amendmentg including the néture of
injuries experienced by assistant starters, and the possibility of helmets becoming
entangled with bits. He added if assistant starters had to wear helmets, they wished to be

consulted on the particular type. Commissioner Derek said she understood assistant

2-3
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starters’ concerns, but it seemed obvious that they should wear helmets. She commented
that having worn a helmet heréelf, she did not think assistant starters’ peripheral vision
would be affected. Vice-Chairman Israel stated he supported the 'proposed émendment to
Rﬁle 1689. He stated in his experience;, when safety helmets were introduced, there was
pushback. People did not like what they were not used to, but in the end safety was
improved. He asked who would accept financial responsibility if someone not wearing a
helmet was injured. Would assistant starters waive the liability of the racetracks, trainers
and owners? Commissioner Harris said he did not know if the Board needed to dictate
who would wear a helmet. However, if the gate crew employer wanted the gate crew to
wear helmets, then they should wear helmets, and the expense of the helmets should be
borne by tﬁe employer. If the Board wished to mandate something, there should be clear
evidence there would be a beneficial result. Vice-Chairman Israel asked if the assistant
starters were willing to waive liability if the Board chose not to require them to wear
safety helmets. Mr. Howry said he did not think assistant starters needed to waive
liability if (’)ccupational injury was involved. Vice-Chairman Israel said if was then
incumbent on regulators to try and avoid such injuries, because ’ultimately the State and
the employer would bear the financial burden. He spoke about hockey, football and auto
racing, and stated in every aspect of sport, when safety equipment was introduced, there
was resistance. Perhaps the safety helmets for the gate crew could be grandfathered in
for those who did not wish to wear a helmet. Chairman Brackpool stated the issue with
the starting gate crew was peripheral vision. He said the Board had good data from
experts that declared peripheral vision was not affected. The Board should vote on the

proposed amendment to Rule 1689 and move forward. If the item needed to be revisited

2—4



Proceedings of the Regular Meeting of May 20, 2010 5

the Medication and Track Safety Committee could take the lead. Commissioner Moss
asked if the assistant starters would accept a modification of the current safety helmet.
"Mr. Howry said assistant starters were interested in having inpﬁt on the helmet
management would buy. Commissioner Derek stéted there were many styles of safety
helmet, some without visors, so nothing would affect peripheral vision. Chairman
Brackpool said the/ proposed amendment required compliance with a range of safety
standards, so the assistant starters would have a choice. Barry Broad, representing the
teamsters union, said it was clear the assistant starters did not wish to wear safety
helmets. He stated his organization no longer supported the proposed amendment to Rule
1689. If there was a risk of injury no matter which protective gear was worn, or if the
protective gear made it more dangerous, that should be taken into consideration.
Chairman Brackpool asked how long it would take the proposed regulation to go into
effect, if approved. Ms. Wagner stated it would take approximately 90 days for the
rulemaking process to be completed. Chairman Brackpool said during that time helmets
that would please all parties could be considered. Ms. Wagner said the proper helmet
was a matter for the assistant starters’ to decide. All the proposed regulation required was
that a helmet met one of the four proposed standards. There were a number of helmets
that fell within the required standards, and the regulation did not mandate a particular
helmet. Brad McKenzie of Los Alamitos said the assistant starters at Los Alamitos
decided on their own to wéar safety helmets. Los Alamitos approved the helmets in an
effort to reduce workers’ compensation costs and to increase safety. Vice-Chairman
Israel a’sked if there were any complaints about peripheral vision. Mr. McKenzie said

there were no complaints. He added in general, quarter horses were more difficult to
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handle than thoroughbred horses, as they were more Vhigh—stru’ng. Commissioner Derek
motioned to adopt the amendment to Board Rule 1689, as presented. Viqe—Chairman
Israel seconded the motion, which was cawiéd, with Commissioner Harris voting “ne.”
Commissioner Harris stated he believed individuals could chose to wear safety helmets,
and racetracks could mandate safety helmets, but he did not believe it was the CHRB’s

role to intervene in either case.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO
CONDUCT A HORSE RACING MEETING OF THE SAN JOAQUIN COUNTY
FAIR (F) AT STOCKTON, COMMENCING JUNE 16, 2010 THROUGH JUNE 20,
2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the San Joaquin County Fair (SJCF) proposed to
run from Juhe 16, 2010 th:éough June 20, 2010, or five days, four days less than in 2009.
Ms. Wagner stated SJCF would run in concert with Hollywood Park, and its first post
time would be 12:45 p.m. The advance deposit wagering providers would be XpressBet,
TVG, Twinspires and Youbet. The horsemen’s agreement for Arabians and quarter
horses were received. The California Thoroughbred Trainer’s (CTT) agreement was still
outstanding. Ms. Wagner commented the CTT indicated it had issues with the 2010 race
meeting general liability insurance policy agreement. Chairman Brackpool said he
understood the representative from SJCF had jury duty in April, and that was why the
application was not heard at the April 2010 Regular Meeting. He stated he understood
the necessity to serve on a jury, but the Board needed to hear applications for license to
~ operate a race meeting more than 30-days before the meeting was to start. If an
assoéiation representative was prevented from appearing due to personal reasons, an

alternate representative could present the application. Chairman Brackpool also
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cautioned that racing associations needed to do a better job of submitting the necessary

documents on time. Debbie Cook of SICF said SJCF would celebrate 150 years as a fair
at its 2010 race meeting. Ms Cook spoke about SJCF’s promotional plans, which
included a breast cancer awareness program. | Chairman Brackpool said he understood the
California Thoroughbred Trainer (CTT) agreement and the fire clearance were missing
from the application. Ms. Cook stated the fire clearance would be completed as soon as
the horsemen took care of one item. Chairman Brackpool motioned to approve the
application for license to operate a meeting of SJCF, subject to receipt of the fire
clearance and the CTT agreement. Commissioner Harris seconded the motion. Carlo
Fisco of the CTT stated his organization reached an agreement in principal regarding
outstanding matters, and a completed horsemen’s agreement would be forthcoming.
William Anton, a horseman, stated SJCF had $142,465 in underpayments for 2008, and
he would like to demand payment to the OWners. He said the Thoroughbred Owners of
California (TOC) decided to give the underpayment to SJCF to enhance its purses.
However, the money belonged to the owners, not TOC or the Caﬁfornia Authority of
Racing Fairs (CARF). Executive Director Kirk E. Breed said the law allowed for the
consolidation of purses, and the agreement that was reached regarding the
underpayment/overpayment was between the horsemen and the association. He stated
the same agreement was reached by TOC, quarter horses, mules and the other breeds.
The role of the Board was simply to enforce the agreement. If the horsemen and CARF
agreed to the underpayment béing passed into the purses for the following vear, thé
license would allow that. Executive Director Breed said he understood the underpayment

at Cal-Expo and SJCF were paid to the horsemen. Commissioner Harris said there was
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an underpayment in 2008. The TOC horsemen’s agreement outlined how the
underpayment would be handled, but TOC and CARF amended the agreement with
regards to the underpayment. Guy Lamothe of TOC said he did not believe the
agreement was changed; instead, the horsemen’s agreement allowed thé underpayment to
be carried forward from meeting to meeting. The underpayments from 2008 and from
2009 were carried forward. He stated the larger picture involved ensuring the longevity
and prosperity of subsequent fair race fneetings. TOC was concerned with maintaining a
consistent level of purses over time. With the uncertainty in the fair racing circuit, TOC
believed it would be prudent to carry forward an amount that was allowed by the
agreement between TOC and CARF. Chairman Brackpool commented a letter from
TOC to the CHRB indicated‘. the 2008 undefpayment was effectively paid out in the purse
structure of 2009, so there was nothing from 2008. Mzr. Lamothe stated TOC believed the
monies belonged to the owners. So, those monies from 2008 were carried forward and
were built into the purse program for 2009. He added that at SJCF there was a 2009
overpayment of approximately $60,000 — even with the carryover. That meant the 2008
underpayment did not leave the system; it was still in the purse program and it was done
- to support the fair race meetings. Chairman Brackpool said the issue went beyond the
SJCF application. He stated the issue would be placed on the agenda of a future Regular
Meeting. The metion to approve the apﬁlicatién for license to conduct a horse racing
meeting of SICF, contingent upon receipt of the fire clearance and CTT agreement was

unanimously carried.
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DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO
CONDUCT A HORSE RACING MEETING OF THE CALIFORNIA
EXPOSITION AND STATE FAIR (F) AT SACRAMENTO COMMENCING JULY
14,2010 THROUGH JULY 25, 2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the California Exposition and State Fair (Cal-Expo)
proposed to run July 14, 2010 through July 25, 2010, or ten days, one day less than in
2009. Racing would be conducted Wednesday-through Sunday, with a first post time of

1:45 p.m., daily. Ms. Wagner stated the fire clearance was missing from the application,

but it would be completed prior to the race meeting. She said staff recommended the

Board approve the application, contingent on receipt of the fire clearance. Dave Elliott of
Cal-Expo said the Fire Marshall visited Cal-Expo on May 13, 2010, and was scheduled
for a return visit on May 21, 2010. There shpuld be no issues with the fire clearance.
Commissioner Harris commented the proposed race dates were different from previous
years. He asked if Cal-Expo would promote the fair so the public would be aware of the
change. Norb Bartosik of Cal-Expo said ticket sales were equél to 2009, and the advance

promotion was one million dollars over the previous year. It appeared the public was

aware of the new dates. Commissioner Moss motioned to approve the application for

license to conduct a horse racing meeting of Cal-Expo, conditioned on receipt of the fire

clearance. Vice-Chairman Israel seconded the motion, which was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO
CONDUCT A HORSE RACING MEETING OF THE SONOMA COUNTY FAIR
(F) AT SANTA ROSA, COMMENCING JULY 28, 2010 THROUGH AUGUST 15,
2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Sonoma County Fair (SCF) proposed to run

July 28, 2010 through August 15, 2010, or 15 days, five days more than in 2009. SCF
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would run concurrently with Dél Mar Thoroughbred Club, and the first post time would
be 12:45 pm. The advance deposit wagering providers would be XpressBet, TVG,
Twinspires and Youbet. Ms. Wagner sfated the only item missing from the applicétion
was the fire clearance. She said staff recommended fhe Board approve the appﬁcation
contingent on receipt of the fire clearance. Tawny Tesconi of SCF spoke at length about
her organization’s marketing efforts. Chairman Brackpool asked if SCF was concerned
about the horse population during its third week of racing. Ms. Tesconi there was
concern in general about the horse population; however, she did not think the third week
would be any different from the first two weeks. Commissioner Harrié asked if all the
SCF stakes races could be made overnight stakes so Cal-bred added money could be
included. Richard Lewis of SCF said the stakes were originally scheduled as overnights,
but the Thoroughbred Owners of California (TOC) indicated it would like some
guaranteed stakes. ‘Guy Lamothe of TOC said if all the stakes were overnight stakes SCF
would encounter purse liabilities, which would require lqwer purses on all other levéls to
compensate. Tom Doutrich, a racing secretary, stated the issue was the budget for each
fair. The fairs would like to see more for each stake race and other purses, so the fairs
compromised to provide a balance. Commissioner Derek motioned to approve the
applicaﬁon for license to conduct a horse racing meeting of SCF, contingent on receipt of
the fire clearance. Commissioner Moss seconded the motion, which was unanimously

carried.

t
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DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO
CONDUCT A HORSE RACING MEETING OF THE DEL MAR
THOROUGHBRED CLUB (T) AT DEL MAR, COMMENCING. JULY 21, 2010
THROUGH SEPTEMBER 8§, 2010, INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Del Mar Thoroughbred Club (DMTC) propésed
to run July 21, 2010 through September 8, 2010, or 37 days, the same number of daysvas
in 2009. Ms. Wagner stated DMTC would run concurrently with the Sonoma County
Fair, Humboldt County Fair, Cal-Expo and Pacific Racing Association, and the first post
time would be 2:00ﬁ p.m. She added the only items missing from the application were the
fire clearance, which would take place near the opening day of the meeting, and the track
safety inspection. Ms. Wagner said staff recommended the Board approve the
application, contingent on receipt of the missing items. Craig Fravel of DMTC said his
organization was cautiously optimistic, as its advance ticket sales and group sales were
up significantly over 2009. Mr. Fravel stated he provided the Board with a handout that
was a follow up on taking a look at modifications in the way DMTC presented odds — in
partial response to the perceptions about late odds changes — but also to determine if
different presentations might be useful to the wagering public. Mr. Fravel said he did not
think the change was something that should be undertaken only by Del Mar. If the
industry wished to make such a change, it should be done as a circuit. He stated DMTC
conducted a focus group to see how patrons would react, and it received relatively
lukewarm feedback. There were those in favor of at least maintaining the decimal or
standard odds on the simulcast signal, by cycling the $2 win will pays, which were a little
" more accurate on a moment by moment basis. Chairman Brackpool stated that due to the
impact of the change, the issue should be heard by the Pari-Mutuel/ADW and Simulcast

Committee. Mr. Fravel said he agreed. He just wished to inform the Board of DMTC’s
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progress. Commissioner Harris commented that one of | DMTC’s problems was the
availability of wagering. Because the seating was removed from the actual pari-mutuel
machines, wagering could be difficult. Over the last few years there were attempts to
have more hand-held devices and kiosks. He asked if in 2010 DMTC was going to
address the problem. Terry McWilliams of Scientific Games said his organization had a
number of personal wagering devices and public account wagering devices that it had
been encouraging racetracks to use. H'e’stated the hand-held devices were not in the
boxes, but they could be méde availéble, as could walk up mobile terminals. Craig
Fravel added an iPhone application would soon be available for .advance deposit
wagering (ADW). ‘Chairman Brackpool stated he read the marketing plan and thought it
was excellent. He said there was a lot of data regarding the targeted demographic of 18
to 34 years, but there was nothing regarding educating the new audience about horse
raoing. New attendees frequently complained that horse racing was overwhelming and
difficult to undersfand, so the industry needed to make more of an effort to explain itself.
Mr. Fravel said he agreed; howéver, DMTC did make significant efforts to inform new
patrons. Those efforts included giving handicapping lessons to groups, and providing
information in the program. In addition, a handicapper seminar was held in the Clocker’s
Corner every morning of the week, and there were two “Donuts Days” during the
meeting — whére trainers and jockeys provide educaﬁional backgroﬁnd on the races.
Richard Castro, of the Pari-Mutuel Employees’ Guild (Guild), spoke about his concerns
regarding DelMarBets.com, which he stated was an ADW provider, not an extension of
XpressBet.com. David Roéenfeld, a lawyer representing the Guild, argued that the ADW

enabling statute did not provide for wagering “platforms” such as DelMarBets.com. He
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stated DelMarBets.com was a “phony entity” and was in fact a raciﬁg association trying
to act, in part, like an ADW provider. He said the statute did not allow that. Barry
Broad, on behalf of the Guild, spoke about the intent of the ADW enabling legislaﬁbn,
which included jobs for pari-mutuel employees. He stated the jobs had not been
delivered, and the industry needed to find a way to fuiﬁllv its bargain. Mr. Fravel said the
issue addressed by Mr. Broad went beyond DMTC, and invoived the Guild and the ADW
companies. He stated DelMarBets.com was a white label version of XpressBet that was a
contractual arrangement that provided different terms for the ADW transactions that
benefited horsemen and tracks beyond the traditional ADW arrangement. All the ADW
activities that took place were handled by XpressBet. DMTC waé not doing anything
wrong; it was fully disclosed and had filed a copy‘ of its agreement with the Board.
DMTC would be happy to talk to the Guild,’but any discussion should include the ADW
i)roviders, because DMTC was not the employer. Chairman Brackpool asked if the Guild
had previously filed any of its arguments with the Board. Mr. Castro stated nothing in
writing had been filed with the Board. Commissioner Rosenberg metioned to approve
the application for license to conduct a horse racing meeting of DMTC contingent on
receipt of the missing items. Vice-Chairman Israel seconded the motion, which was

unanimously carried.

DISCUSSION AND ACTION BY THE BOARD REGARDING AN UPDATE FROM
MAGNA  ENTERTAINMENT  CORPORATION  CONCERNING = ITS
BANKRUPTCY PROCEEDINGS AND FUTURE RACING OPERATIONS.

Mr. Dennis Mills of MI Developments, Inc. (MID) introduced various members of the

MID organization, as well as Mr. George Haines, the néw president of Santa Anita Park
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Race Track (SA) and Golden Gate Fields (GGF). In addition, Mr. Mills read excerpts
from a letter MID prépared for the Board that dealt with initiatives in California. The
excerpts included the MID brokered solution concerning stalemates in MEC’s bankruptcy
proceedings for Southern California Off-Track Wagering, Inc (SCOTWINC).
Discussions concerning the remaining statutory claimants were ongoing. MID would
support current legislative changes relating to Wastewafer from concentrated animal
feeding operations at racetracks, and changes in takeout rates. MID engaged in
discussions with Breeders’ Cup, but could not disclose anything about the discussions

due to confidentiality obligations. MID believed there should be fewer restrictions on

racing days for SA to be commercially viable. MID hoped to work cooperatively with ’

the California Association of Racing Fairs, and to arrive at a new relationship with Oak

Tree Racing Association (OTRA). MID hoped to work with the industry to develop new

wagering formats that would appeal broadly to the U.S. consumer — particularly to a
younger demographic. MID made a commitment to California Thoroughbred Trainers to
examine alternative racing surfaces at the SA racetrack. MID believed California should
adopt unlimited out-of-state simulcasting. MID believed tﬁe California industry would
benefit from additional minisatellite locations. Mr. Mills concluded by stating MID
wanted to work with the California industry to improve horse racing, ané it would return
in June 2010 with a comprehensive plan to get its assets in a profitable condition.
~ Chairman Brackpool stated a recurring theme of the YMID letter was bemoaning
Califomia’é regulatory climate. He stated he understood that MID made a decisi(;n to
acquire the assets of Magna Entertainment Corporation (MEC) because it was in the best

interest of MID and its holders. Chairman Brackpool asked if the laws in California had
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changed since MID acquired the MEC assets. Mr. Mills said the laws had not changed.
Chairman Brackpoél said MID made an investment in MEC, and reported it was a great
investment because of the opportunities in California, but now it was stating regulations
had to change and that California was broken and outdated by 50 years. He asked if the
two statemeﬁts could be tied together. Mr. Mills asked if the Chairman was suggesting
the current horse racing structure in California was not worthy of review. Chairman
Brackpool stated his point was that when MID bought the MEC assets it was ﬁ;ﬂy awafe
of California’s regulatory scheme, yet it still believed it acquiréd good assets. Mr. Mills
stated that was the case, and MID would stand by that. Chairman Brackpool said in
MID’s-annual report it referred to each track it purchased by their real estate acreage, not
by what the track did or offered. SA was described as 305 acres and GGF as 120 acres,
~ but there was nothing about the racing possibilities of the entities. He asked if the Board
should believe MID genuinely was interested in horse racing, or in the underlying
acreage. Mr. Mills stated MID believed there was a model that would make its assets
better. It would not just take them over and defend the status quo. MID hoped to work
with all stakeholders to amend regulations so the sustainability of racetracks would be
secured. Chairman Brackpool asked if MID had introduced Iegislation to enact the
changes it desired. Mr. Mills said MID took over the assets only recently, so it needed to
present specific ideas. MID hoped to do that at the Board’s Juné 2010 Regular Meeting.
Chairman Bréckpool stated he was thinking of the California legislative calendér. Based
on articles in the piess, MID was not happy with Célifomia’s regulations, and the fact
_that the Board had the authority to allocate race dates. He said he was wondering if MID

intended to sponsor legislation in the current session. Mr. Mills stated MID intended to

2-15



Proceedings of the Regular Meeting of May 20, 2010 16

work with the industry, but it intended to cause cha_nge, rather than condone the current
drift. Vice-Chairman Israel asked if MEC no longer existed. Ed Hanna of MID said
MEC technically existed as an estate in the bankruptcy court. Howevér, all of the MEC
assets were transferred to MID. Vice-Chairman Israel asked if MID would operate SA
and GGF Mr. Hanna stated MID would be the owning entity, not the operating entity.
Vice-Chairman Israel said Business and Professions Code section 19483 prohibited the
issuance of a license to conduct a horse racing meeting to any person having a financial
interest in a horse racing meeting at any other track in the State. Business and
Professions Code section 19484 provided that the Board must find that the purpose of
Horse Racing Law would be vbetter served before a person licensed to operate a horse
racing meeting could own or acquire any stock, or hold any other financial interest in any

other track. He said that suggested to him it might be illegal for MID or any of its

subsidiary companies to operate GGF, SA and XpressBet. MID could own and operate |

one of Vthe entities in California. Mr. Hanna said he was aware of the statutes, but the
Board had granted that waiver to MEC and permitted that to happen. Vice-Chairman
; Israei stated the waiver was graﬁted to MEC, which was no longer a share holder; MID
was the shareholder. Mr. Hanna stated the waiver Eelonged to the licensees, which
continued to exist; Vice-Chairman Israel said MEC was defunct. Mr. Hanna conceded
the Board‘had the right to de‘termine if dual ownership was in the best interest of horse

racing. Vice-Chairman Israel said being a “good citizen” within the horse racing

community and the State of California was an issue with the Board. MID’s recent actions

and rhetoric placed the status of OTRA’s lease in doubt, and put in jeopardy California’s

ability to host the Breeders’ Cup for the next five years. He commented OTRA was a
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charitable organization that accomplished a lot of good in California over the past 41
years, and the Breeders’ Cup represented approximately $60 million in economic activity
for Arcadia, the San Gabriel Valley and Los Angeles County. OTRA and the Breeders’
Cup were in jeopardy because MID wanted to change how it did business. Vice-
Chairman Israel said MID’s actions would affect a lot of people. There were aspecté of
California racing that needed change, but the adage “If it ain’t broke, don’t fix it” applied.
OTRA was a success, and it did not need fixing. Mr. Mills said MID understood, and it
was holding meetings with OTRA in an attempt to arrive at a mutual solution. Chairman
Brackpool stated MID should understand there was a lot of concern over what its
takeover of MEC would mean. Additionally, MID’s chairman-made various statements
that in California were almost universally taken as hostile, and MID’s first act was to
cancel OTRA’s lease. These actions raised the level of concern. Chairman Brackpool
said the Board also had a record of statements inade by MID’s chairman regarding his
views of the California industry, the changes he wanted to make and the commitments he
made. Those commitments never happened. MID may be a different corporate entity,
but it was controlled on identical tefms by the same person. That’made the industry
wonder what was different. Mr. Mills said he understood, and MID would return to the
Board in June 2010 with a comprehensive plan. Chairman Brackpool said every member
of the Board agreed there needed to be changes in California horse racing, but there was a
determined process to affect such change. In addition, there were certain absolutes that
made some change difficult. Those included initiatives approved by voters and tribal
compacts. California had a racing product, weather and an ability to host major events

that was second to none, but it also had constraints that it had to operate within. It was

2-17



Proceedings of the Regular Meeting of May 20, 2010 18

not appreciated when one entity made public statements that indicated it was the only

entity that believed change was necessary, and the remainder of the California industry -

supported the status quo of the last 50 years. Commissioner Rosenberg said the MID

letter stated it was a public company that must obtain an adequate rate of return. He

added the letter stéted MID conducted detailed discussions with the entity iﬁtereéted in
running SA and offered to lease SA to that entity, but the entity was unwilling to pay
market rate rent. Commissioner Rosenberg asked if those diséussions took place since
MID took over SA. Mr. Hannah stated the discussions took place quite a while ago, but
MID could not comment further due to confidentiality restrictions. Commissioner
Rosenberg asked if the discussions took place during the MEC bankruptcy proceedings.
Mr. Hannah said the discussions took place during thé bankruptcy proceédings and they
were between MID and the entity interested in leasing SA. He Stated MID was the
secured creditor. MEC retained a party to run a sales process for its assets. MID was not
a part of that process, and it wanted to achieve the greatest possible value in the
realization of its security on its loans to MEC. So, during the bankruptéy proceedings,
MID was holding discussions with various entities concerning ways to maximize the
value of various MEC assets. Chairman Brackpool said MID’s letter stated it was asked
to broker a solution concerning the stalemate over SCOTWINC, Northern California Off-
Track Wagering, Inc (NCOTWINC) and other statutory claimants. The Board’s
understanding was that MEC refused to pay what wére monies held in trust. Did MID
also oppose the motions to pay the money prior to becoming a broker? Mr. Hannah said
MID took action only after the settlement and solution were reached, when it filed a

statement in support of the settlement. Chairman Brackpool asked who on the
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management team opposed the payments. Mr. Hannah said he did not know. MEC had
its own management team uﬁder supervision of the bankruptcy court. However, the
senior MEC management team was gone because MEC no longer had any assets.
Chairman Brackpool asked if anyone on the MID management team supportedAthose
motions. Mr. Hannah said MID was an entity controlled by the Stronach Trust, so it
never took an active role in the bankruptcy proceedings until a plan of reorganization was
proposed by MID, the unsecured creditors committee and MEC. In February 2010 MID
was asked to get involved in the SCOTWINC/NCOTWINC issue, but MID indicated it
did not feel it could get involved.  However, because of the importance of
SCOTWINC/NCOTWINC to California, MID did get involved. A solution was then
reached, but it was only for SCOTWINC. In Northern California, Pacific Racing
Association (PRA) was actually owed significant amounts of money by NCOTWINC.
Mr. Hannah said MID understood the Board’s desire to ensure statutory deductions were
paid. MID asked for the same vigilance, as it Was the controlling entity of PRA, which
was owed funds that were statutory deductions. Chairman Brackpool asked if MID — in
its capacity as a secured lender and the debtor in possession lender — ever filed any
6bj ections to the statutory payments. Mr. Hannah said MID did not file any objections; it
only filed a brief in support of the SCOTWINC settlement. Vice-Chairman Israel asked
what MID meant when it stated in its letter that SA required fewer restrictions on racing
days to be commercially viable. Mr. Mills stated the current number of race dates
allocated to SA macie-it difficult for the facility to sustain itself. In the future, MID hoped
SA may be allocated more race dates. Chairman Brackpool said over a number of

~ decades SA was a remarkably successful operation. The problem was not that SA was
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running on a reduced racing schgdule, it was the changes occurring in the economics of
horse racing. A possi‘blelsolution would be to run more race days, but if one looked at
past Board discussions, one would find the Board talked about that and many other
initiatives. Further, what the California industry received from MID seemed to be
threats. Mr. Mills said there was no intention to issue threats; MID’s management had a
passion for the sport, so at times its words might be misinterpreted. Sometimes in the
midst of the debate things were said that were colloquialisms, and should not be taken
literally. Vice-Chairman Israel asked if MID’s wishing to run 52 weeks a year, three
days a week, at SA was a colloquialism. Mr. Mills said it was. Commissioner Derek
stated that within the short time MID controlled SA some of the best horse racing
institutions in California had been disrupted and potentially damaged. She asked vhow
MID would repair or correct the damages, and added she did not believe the Board
should have to wait 30 day‘s for answers. MID should.report its progress as it went along.
Commissioner Moss stated the Board and the industry needed to know what its largest
investor was planning. There was an entire range of issues for horsemen, from those that
affected family life to where they would run horses. Additionally, the issue of the
Breeders” Cup ’was a major point. The event presented a major opportunity for rebirth,
with significant dollars entering Southern California. The Board and the industry needed
answers, and MID would find all parties more receptive the sooner such answers were
provided. Chairman Brackpool said one of the Board’s functions was the promotion of
horse racing. However, MID came to California and acted like the proverbial bull in the
china shop. The Board was not arguing with MID’s right to seek change or legislative

relief. Every aspect of the industry pursued Jegislation, but it ‘iried to do it in a way that
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maintained thevintegrity of the sport with the wagering public. Mr. Hannah commented
the MID letter waslnot meant to be a threat. All parties should focus on the call to action
at the end of the letter, which sought to achieve a comprehensive solution to make
California horse racing commercially viable. Richard Scheidt of Thoroughbred Owners
of California (TOC) stated he represented the Thoroughbred Racing Association of
California (TRAC). He said TRAC was a non-profit entity established by TOC in 2009.
Its original purpose was to purchase or lease SA, but that was not accomplished. TRAC
currently wished to work with any California racing entity to operate non-profit race
meetings to benefit California horsemen. Mr. Scheidt read into the record a letter from
TRAC that explained the organizations philosophy and goals. Chairman Brackpool
thanked Mr. Scheidt and asked that he share his information with MID, and that MID
entertain a discussion with TRAC. Dr. Rick Arthur, CHRB Equine Medical Director,
spoke about statutory funds owed to the UC Davis Center for Equine Health. Mr.
Hannah stated the Regents of the University of California were a plaihtiff in an action
before the Chapter 11 court concerning statutory payments. There was currently a plan
administrator that was dealihg with the bankrupt estate for MEC, but Mr. Hannah said he
did not know how the administrator would deal with the claim. Chairman Brackpool
stated there was a schedule of which payments MEC .had to make. The administrator
surely made all of the payments that were on the schedule, but a report on the issue from
MID would be welcome. Mr. Hannah said MID would request the information from the

plan administrator at MEC.
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DISCUSSION AND ACTION BY THE BOARD REGARDING AN UPDATE FROM

OAK TREE RACING ASSOCIATION CONCERNING THE STATUS OF ITS
LEASE WITH SANTA ANITA PARK RACE TRACK, INCLUDING ANY
POTENTIAL IMPACT THE LEASE MAY HAVE ON ITS SEPTEMBER 29, 2010
THROUGH OCTOBER 31, 2010 ALLOCATED RACE DATES.

Sherwood Chillingworth of Oak Tree Racing Association (OTRA) stated OTRA was
informed by MI Developments, Inc. (MID) that it would make a proposal regarding’ the
OTRA lease on June 4, 2010. Mr. Chillingworth said the MID officials reminded him
that Santa Anita Park Racetrack (SA) was not making a sufficient profit to be a justifiable
economic investment. By that, Mr. Chﬂlingworth stated he understood that perhaps
OTRA would be asked to providé funds to rectify the problem. OTRA currently paid SA
$4 million a year, plus 75 percent of its profits. OTRA’s problem with increasing its
“rent” was that the additional funds would go to MID s'hareholders° Otherwise, the funds
generated by OTRA would remain in California and would benefit the industry. With
regards to the negotiations over the OTRA lease, Mr. Chillingworth stated MID initially
claimed it only had two conditions. He said he did not think the ‘conditions WEre onerous,
so he consulted with the OTRA executive committee and they also agreed to the MID
conditions. Mr. Chillingworth stated he contacted MID to report OTRA would agree to
the conditions, and was ready to sign a written agreemeﬁt. However, the MID
representatives stated they had to return to Toronto, and that they would forward a format
for the agreement witﬁin a week. Ultimately, the contract forwarded by MID had
provisions that were well beyond OTRA’s economic capabilities. Additionally, MID
wanted to usurp the Breeders’ Cup without compensation to OTRA. The problem with
losing the Breeders” Cup was that OTRA historically lost a million dollars the week

before the Breeders’ Cup and the week after the event. So, during the years when OTRA
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hosted the Bréeders’ Cup, it depended on the income derived from the event to have a
successful meeting. Mr. Chillingworth stated MID and OTRA ‘would hold another
meeting on June 4, 2010, and he hoped MID would present an equitable proposal.
Otherwise, Hollywood Park and Del Mar Thoroughbred Club agreed to let OTRA run at
either facility. OTRA ran at SA for 41 years and would like to continue the relationship,
but if it was to continue helping the California industry it had to be éble to make money.
Comfnis,sioner Derek asked if OTRA could disclose the MID financial conditions. Mr.
Chillingworth stated the total émOunt demanded by MID was $15 million to $16 million.
MID wanted an immediate loan éf $10 million to invest in the SA facility, and it wanted
OTRA to pay for 25 percent of all track related capital improvements. Currently, OTRA
provided $2.5 million a year in fent? which was designed to cover capital improvements.
Mr. Chillingworth stated OTRA’s net worth was approximately $12.5 million, before
taxes. Chairman Brackpool commented MID had every right to cancel the OTRA lease.
However, since October 2009 the Board inquired about OTRA at every Regular Meeting,
and received positive assurances from the MEC representative. The lease was canceled
with short notice, and the issue was now a “cause célebre” within the industry. Chairman
Braékpool asked if MID wished to respond to OTRA’s statement or would like the record
to stand. Mr. Mills said the record would stand. Dr. Gregory Ferraro of the UC Davis
Center for Equine Health stated neither the Southern California Equine Foundation nor
the UC Davis Center for Equine Health would exist if it were not for OTRA. In addition,
OTRA was responsible for the hospitals on the back side of the racetracks, and it was a
major source of funding for the design of the Kimsey ambulancé and Kimsey splint. Dr.

Ferraro said many of the advancements in the care of horses could be directly related to
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OTRA’s support over the past 35 years. Without OTRA’s support much of the -

advancement in the care and treatment of horses would not be possible. Cliff Goodrich, a
long term industry member and past president of SA, spoke in favor of continuing the
relationship between OTRA and SA.V He stated he realized MID operated for profit, but
the industry needed collaboration, and the retention of OTRA would be a positive start.
Mr. Alan Balch of California Thoroughbred Trainers and a long term industry member
spoke abou’; the formation of OTRA and its early days.‘ He stated the founders of OTRA
took a huge risk, and over its lifetime OTRA became a tremendous asset and an exemplar
of the sport of horse racing. The stature of OTRA was something the California industry
unde:rstood; Marsha Naify of Thoroughbred Owners of California (TOC) stated she was
representing the board of directors of TOC, and over 9,000 thoroughbred horsemen in
California. She saidAher organization believed OTRA was a mainstay of California
racing, and the industry owed a tremendous debt of gratitude to its founders. OTRA was
currently considered one of the finest race meets in the United States and it was
renowned for its turf racing. Because of its excellent management, OTRA was selected
to host five Breeders’ Cup Wbrld Thoroughbred Championships. TOC could not
imagine a racing calendar that did not include OTRA. If an agreement could not be
réached with MID, TOC would fully support moving the OTRA race dates to another
raéing facility. Bob Fok of California Thoroughbred Breeders Association (CTBA)
stated his organization had a long-standing relationship with OTRA. He said the CTBA
fully supported OTRA. Chairman Brackpool said it Was dbvious that the industry and the
Board believed OTRA was vital and the contributions it made were paramount and were

not replaceable. He stated OTRA must continue, so he would make the folloWing

2-24



Pmcéedﬁngg of the Regular Meeting of May 20, 2010 25

motion: “The California Horse Racing Board hereby finds, based upon the report of Oak
Tree Racing Association Executive Vice President Sherwood Chillingworth, that the
venue previously occupied by the Oak Tree Racing Association is ‘not available for
racing’ for 2010. Therefore, pursuént to the provisions of Business and Professions Code

Section 19532.1, the California Horse Racing Board authorizes the Oak Tree Racing

Association to utilize the 2010 race dates allocated to the association at another

thoroughbred horse racing venue in the Central or Southern Zones.” Vice-Chairman

Israel seconded the motion, which was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD REGARDING THE AMENDMENT
TO PACIFIC RACING ASSOCIATION’S APPLICATION FOR LICENSE TO
CONDUCT A HORSE RACING. MEETING AT GOLDEN GATE FIELDS,
COMMENCING DECEMBER 26, 2009 THROUGH JUNE 13, 2010, INCLUSIVE,
TO UPDATE THE APPLICATION TO REFLECT MAGNA INTERNATIONAL
DEVELOPMENTS, INC. AS THE CURRENT PARENT COMPANY OF THE
PACIFIC RACING ASSOCTATION.

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 MAGNA INTERNATIONAL
DEVELOPMENTS, INC. AS THE CURRENT PARENT COMPANY OF THE
PACIFIC RACING ASSOCIATION.

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 MAGNA INTERNATIONAL DEVELOPMENTS,
INC. AS THE CURRENT PARENT COMPANY OF THE LOS ANGELES TURF
CLUB.

Chairman Bréckpool stated items 12, 13 and 14 of the agenda would be taken in unison.
He said the Board would like MID to be a successful venture; however, there were many

unanswered questions. There was a feeling that the industry needed some protection, and
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there was the issue of ownership of multiple race tracks without Board approvals that was
raised by Vice-Chairman Israel. Chairman Brackpool stated the Board would entertain a
series of motions that would grant the licenses for a defined short-term period. That
would provide time for MID to answer the Board’s questions, and for the Board to
determine the suitability of MID owning the three interests. He commented that MID
had several hundred million dollars invested in California horse racing facilities, so it had
an incentive to ensure the Board approved the licenses. The industry was willing to work
witﬁ MID on legislation, and MID had every right to sponsor its own bills, but everything
should be done in the name of promoting horse racing. Chairman Brackpooi said for
agenda item 12, the Board moved to approve the amended application of the Pacific
Racing Association to conduct the remainder of the winter/spring race meeting at Golden
Gate Fields through June 13, 2010, the remainder of the meeting, up to and including the
date of the July 2010 Regular meeting of the Board, tentatively set for July 22, 2010 at
the Del Mar simulcast facility at Del Mar, California. For agenda item 13, the Board
moved to approve the Pacific Racing Association application for authorization to operate
the simulcast wagering facility at Golden Gate Fields up to and including the date of the
July 2010 Regular Meeting of the Board, tentatively set for July 22, 2010 at the Del Mar
simulcast facility, at Del Mar, California. For agenda item 14, The Pacific Raéing
Association, the Los Angeles Turf Club and their parent, MI Developments, Inc., are
hereby reminded that race dates previously allocated to the two associations are not the
property of those associations. All horse racing dates granted in California have been, are
now and will remain undg:r the exclusive jurisdiction of the California Horse Racing

Board. Further, the Pacific Racing Association, the Los Angeles Turf Club, and MI
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Developments, Inc. are hereby notified that the California Horse Racing Board intends to
place on the Board’s June 2010 Regular Meeﬁng agenda an item requiring the ﬂiree
 above entities to submit detailed reasons and plans as to why the Board should allocate
any future race dates to the Pacific Racing Association and the Los Angeles Turf Club.
The agenda item shall state the reasons and plans and are to be submitted to the executive
staff by July 1, 2010, and to require representatives of those three entities to attend the
July 2010 Regular Board Meeting and explain those feasons. Commissioner Harris said
there should also be discussion regarding MID’s financial worthiness. Chairman
Brackpool stated that could be part of the 1iceﬁse debate at the July 2010 Regular Board
Meeting. Dennis Mills of MID stated he was prepared to speak to MID’s ﬁnanéial
worthiness, but that could be done in context with the license apblication. - Vice-
Chairman Israel said the Waiyers of the restrictiéns imposed by law on granting multiple
licenses to the same entity were only temporary and would be reviewed by the Board. He

added MID was the only entity in California with multiple ownership. Vice-Chairman

Israel seconded the motions for items 12 and 13 of the agenda. The motions were

unanimously carried. Craig Fravel of Del Mar Thoroughbred Club said he hoped that if
other parties wished to challenge a finding that it was in the best interest of California
horse racing that MID operated more than one entity, that it would not be changed by the
motions. Chairman Brackpool stated the motions only protected the status quo with Los

Angeles Turf Club and Pacific Racing Association.
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DISCUSSION AND ACTION BY THE BOARD REGARDING CERTIFICATION
OF THE ELIGIBILITY OF ANY PROSPECTIVE OPERATOR OF A RACE
MEETING AT THE DEL MAR RACE TRACK TO BE LICENSED TO
CONDUCT HORSE RACING AS REQUIRED UNDER FOOD AND
AGRICULTURAL CODE SECTION 4356.

Jacqueline Wagner, CHRB staff, said the Food and Agricultural Code section 4356
provided that the CHRB Would, at the request of the Commission, éertify the eligibility of
any prospecti%fe licensee or user of the property to be licensed to conduct a race meeting
at the Del Mar Race Track. She stated the Del Mar Thoroughbred Club (DMTC) lease
on the Del Mar Race Track expired in 2009; however, the lease was extended through
December 31, 2010. The Deputy Attorney General that was working with the State Race
Track Leasing Commission (commission) indicated the commission would ask the
CHRB to certify the eligibility of prospective lessees of the Del Mar Race Track. Board
Rule 1432, Board May Demand Information, was the regulation under which the Board
would certify such eligibility. Ms. Wagner stated the Board might wish to inform
prospective operators of the Del Mar Race Track that they must submit a detailed
proposal,. which would include a five year projection for the facility, as well as the other
requirements of Rule 1432. Chairman Brackpool stated that would be the case. He asked
if a notice would be included in the bidders’ packets. Ms. Wagner stated the Request qu
Proposal (RFP) was already published. The commission would contact the Board when it
wished to obtain the certification. At fhat time the Board would inform bidders of its
requirements, including the ﬁ?e year projection. Craig Fravel of DMTC said the RFP
required that bidders produce evidence that they were eligible for such certification.

Perhaps if a bidder were currently licensed, the Board might wish to make a finding that

the bidder was eligible. That might need to be done prior to the RFP process. Chairman |
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Brackpool asked Ms. Wagner to rgad the motion. Ms. Wagner stated the CHRB moifed
to require prpspective licensees to submit by June 15, 2010, documentation as required
by Rule 1432, to include a detailed proposal and disclosure of its proposed racing
program, purse program, officials, principals or shareholders, plant premises, facility
finances, lease agreements, agreements, contracts and such other information as the
Board may require to determine the eligibﬂity and qualifications of the association or
person to conduct a race meeting. Chairman Brackpool said he would make that motion.

Vice-Chairman Israel seconded the motion. The motion was unanimously carried.

DISCUSSION AND ACTION BY THE BOARD ON THE APPROVAL OF

SERVICE, STEWARD AND OFFICIAL VETERINARIAN CONTRACTS FOR
FISCAL YEAR 2010-2011.

Bon Smith, CHRB staff, said the State Contracting Manual required boards and
commissions to approve and authorize execution of service contracts in excess of $5,000
each. The list of estimated fiscal year 2010-2011 service contracts included contracts for
drug ‘tes‘ting, hearing officers, court reporting and CHRB claims processing with the Sate
Controllers Office for official veterinarians and stewards. Commissioner Rosenberg
motioned to approve the service, steward and official veterinarian contracts f0r4 fiscal
year 2010-2011, as presented. Commissioner Moss seconded the motion, which was

unanimously carried.

MEETING ADJOURNED AT 2:12 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 Ttem 4
DISCUSSION AND ACTION BY THE BOARD REGARDING THE PROPOSE’D
AMENDMENT TO

RULE 1844, AUTHORIZED MEDICATION, TO MODIFY THE LEVELS
PERMITTED FOR PROCAINE SUBSEQUENT TO PROCAINE PENICILLIN
ADMINISTRATION

Regular Board Meeting,
June 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 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 states the Board may prescribe rules, regulations and conditions under which
all horse races with wagering on their results shall be conducted in California. Business and
Professions Code section 19580 requires the Board to adopt regulations to establish policies,
guidelines, and penalties relating to equine medication to preserve and enhance the integrity of
horse racing in California. Business and Professions Code section 19581 provides that no
substance of any kind shall be administered by any means to a horse after it has been entered to
race, unless the Board has, by regulation, specifically authorized the use of the substance and the
quantity and composition thereof. Board Rule 1844, Authorized Medication, names drug
substances and medications authorized by the Board that may be administered to safeguard the
health of the horse entered to race. The rule lists the drug substances that may be found in
official test samples and the level at which such drugs may occur.

A proposal to amend Board Rule 1844 was discussed at the May 19, 2010 Medication and Track
Safety Committee (committee) meeting. The committee determined it would recommend to the
Board that staff be directed to initiate the process to amend Rule 1844. -

ANALYSIS

The proposed amendment to Rule 1844 would increase the amount of procaine that may be
present in an official urine test sample from 10 nanograms per milliliter to 50 nanograms per
milliliter. The proposed amendment also adds a new subsection 1844(h), which states procaine,
following administration of procaine penicillin, is an authorized medication. There may be no
more than 25 nanograms per milliliter in the official blood test sample, and the procaine
penicillin administrations have to. have been reported pursuant to Rule 1842, Veterinarian
Report. In addition, the procaine penicillin can not have been administered after entry to race,
and the horse has to have been under surveillance for a minimum of six hours prior to racing.
The required surveillance would likely be provided and billed in a manner similar to current
detention barn surveillance. All expenses related to surveillance and testing for procaine shall be
paid by the owner of the horse. The owners will pay-the costs because the program requires
special test tubes and unique testing. The proposed amendment will allow the use of an
inexpensive and effective antibiotic: procaine penicillin, which will save owners money.

RECOMMENDATION

This item is presented for Board discussion and action. Staff recommends the Board direct staff
to initiate a 45-day public comment period regarding the proposed amendment of Rule 1844.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 15. VETERINARY PRACTICES
PROPOSED AMENDMENT OF
RULE 1844. AUTHORIZED MEDICATION
Regular Board Meeting
June 22, 2010
1844. Authorized Medication.

Consistent with the intent of these rules, dmg substances and medications
authorized by the Board for use may be administered to safeguard the health of the horse
entered to race provided that: |

(a) No person shall administer a drug substance to any horse enteredr to race
except upon authorization of the official Veterinarian in conformance with these rules.

(b) No drug substance, other than authorized bleeder medication, shall be
administered to a horse entered to race within 24 hours of the race in which entered.

(c) Not more than one épproVed non-steroidal anti-inflammatory drug substance
(NSAID) may be administered to a horse that is entered to race and shall be only one of
the following authorized drug substances:

(1) Phenylbutazone in a dosage amount that the test sample shall contain not more
than 5 micrograms of the drug substance per milliliter of blood plasma or serum.

(2) Flunixin in a dosage amount that the test sample shall contain not more than
50 nanograms of the drug substance per milliliter of blood plasma or serum.

(3) Ketoprofen in a dosage amount that the test sample shall contain not more
than 10 nanograms of the drug substance per ﬁilliliter of blood plasma or serum.

(4) Metabolites or analogues of approved NSAIDs rhay be present in post race
test samples.

(d) If the official chemist reporfs that a blood test sample contains an authorized

NSAID in excess of the limit for that drug substance under this rule, the official

veterinarian shall, in conjunction with the veterinarian who administered or prescribed
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the authorized drug substance, establish a dosage amount or time of administration of the
drug substance that will comply with the limits under this rule; or the official veterinarian
may, if in his/her judgment no such reduced dosage amount or amendment to time of
administration will result in a test sample level within the limits of this rule, withdraw
authorization for the use of any one NSAID.

(e) Official urine test samples may contain one of the following drug sﬁbstances, ’
their metabolites or analogs, in an amount that does not exceed the specified levels:

(1) Acepromazine; 25 nanograms per milliliter

(2) Mepivacaine; 10 nanograms per milliliter

(3) Promazine; 25 nanograms per milliliter

(4) Albuterol; 1 nanogramsg per milliliter

(%) Atropine;. 10 nanograms per milliliter

(6) Benzocaine; 50 nanograms per milliliter

(7) Procaine; 46 50 nanograms per milliliter

(®) Salicylatesv; 750 micrograms per milliliter

(9) Clenbuterol; 5 nanograms per milliliter

(10) Stanazolol; 1 nanograms per milliliter

(11) Nandrolone; 1 nanograms per milliliter for geldings, fillies and mares; 45
nanograms for males other than geldings.

(12)b Boldenone; 15 nanograms per milliliter in males other than geldings.

(13) Testosterone; 20 nanograms per milliliter in geldings.

(A) Testosterone at any level in males other than geldings is not a

violation of this regulation.

(14) Testostefone; 55 nanograms per milliliter in fillies or mares

(tj Official blood test sampleé may contain clenbuterol in an amount not to

exceed 25 picograms per milliliter of serum or plasma.



(g) Official blood test samples shall not contain any of the drug substances, or
their metabolites or analogs listed in subsection (e)(1)-(8), and (e)(10)=(14).

(h) Procaine, following administration of procaine penicillin, is an authorized medication

provided:

(1) Official blood test samples shall not contain any procaine, or its metabolites of

analogs listed in excess of 25 nanograms per milliliter.

(2) all procaine penicillin administrations have been reported pursuant to Rule 1842 of

this division. -

~ (3) procaine penicillin was not administered after entry to race,

(4) the horse was under surveillance for a minimum of six hours prior to racing,

(hi) All expenses related to surveillance and testing for procaine under subsection (h) of

this regulation shall be paid by the owner of the horse.

Authority: Sections 19440 and 19562,
Business and Professions Code.

Reference: Sections 19580 and 19581,
Business and Professions Code.
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PUBLIC HEARING AND ACTION BY THE BOARD REGARDING THE
PROPOSED AMENDMENT OF RULE 1766, DESIGNATED RACES,

TO REQUIRE A SUSPENDED JOCKEY OR DRIVER TO SERVE ADDITIONAL
SUSPENSION DAYS SHOULD THE SUSPENDED JOCKEY OR DRIVER PARTICIPATE
IN MORE THAN ONE DESIGNATED RACE PER DAY IN CALIFORNIA OR IN A
DESIGNATED RACE IN ANOTHER STATE

Regular Board Meeting
June 22, 2010

BACKGROUND

Business and Professions Code section 19460 provides that all licenses granted under this
chapter are subject to all rules, regulations, and conditions from time to time prescribed by the
Board. Business and Professions Code section 19461 states 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 law, or
any rule or regulation of the Board affecting it has been broken or violated. Business and
Professions Code section 19520 provides that every person who participates in, or has anything
to do with, the racing of horses, including a jockey shall be licensed by the Board pursuant to
rules and regulations that the Board may adopt. No person required to be licensed by this article
may participate in any capacity in any horse race meeting without a valid and unrevoked license
authorizing the participation. Board Rule 1766, Designated Races, states that the Board of
Stewards shall, immediately prior to the commencement of a meeting, designate the stakes,
futurities or futurity trials or other races in which a jockey or a driver who is under suspension
~for ten days or less for a riding or driving infraction will be permitted to compete,
notwithstanding the fact that such jockey or driver is technically under suspension at the time the
designated race is run. A day in which a suspended jockey or driver participates in one
designated race in California shall count as a suspension day. A day in which a suspended
jockey or driver participates in more than one designated race in California shall not count as a
suspension day. A day in which a suspended jockey or driver participates in a race in another
jurisdiction shall not count as a suspension day.

At its February 19, 2010 Regular meeting the Board discussed the possibility of amending Rule |

1766 to prevent suspended jockeys and drivers who participate in more than one designated race
from “picking and choosing” their additional suspension days. The issue centered around
suspended jockeys and drivers who might choose to participate in a designated race on a Friday,
Saturday or Sunday — days with better race cards — and then serve their additional day of
suspension on a Wednesday or Thursday, which are days that traditionally might not have the
better races. The Board determined that it would direct staff to develop an amendment to Rule
1766 to require that a jockey or drive serve an additional day of suspension that was equivalent
to the day in which the jockey or driver rode in designated races. At its March 19, 2010 Regular
Meeting, the Board directed staff to initiate a 45-day public comment period regarding the
proposed amendment of Rule 1766.
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ANALYSIS

The proposed amendment to Rule 1766 adds a new subsection 1766(h), which provides that a
suspended jockey or driver who participates in more than one designated race in California, or
one or more designated race in another jurisdiction, must complete his or her suspension on the
equivalent day of the week following the day on which the jockey or drive participated in the
designated race(s). This means that if a suspended jockey participates in two California
designated races on a Saturday, he or she would complete their suspension with an “additional
day” of suspension on the following Saturday. The same penalty would apply to a suspended
jockey or driver who participated in a designated race in another racing jurisdiction.

The Golden Gate Fields (GGF) Board of Stewards (BOS) and the Hollywood Park Board of
Stewards wrote letters of support for the proposed amendment to Rule 1766. The GGF BOS
stated “The adoption of this amendment would prevent a suspended jockey from trading a
lucrative Saturday or Sunday for an ordinary weekday when a suspension day is re-imposed
pursuant to the Designated Race Rule. This would also help insure all riders are treated equally.”
The Hollywood Park BOS stated it had discussed the proposed amendment and that it was fully
in favor of the change.

RECOMMENDATION

Staff recommends the Board adopt the proposed amendment to Rule 1766, as presented.



CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 11. OBJECTIONS AND PROTEST; APPEALS -
PROPOSED AMENDMENT OF
RULE 1766. DESIGNATED RACES
Regular Board Meeting
June 22, 2010
1766. Designated Races.

(a) The Board of Stewards appointed for a race meeting shall, immediately prior to the
commencement of that meeting, designate the stakes, futurities or futurity trials or other races in
which a jockey or a driver who is under suspgnsion for ten 403 days or less for a riding or
dri{fing infraCﬁon will be permitted to compete, notwithstanding the fact that such jockey or
driver is technically under suspension at the time the designated race is to be run.

(b) Official rulings for riding or driving infractions of ten (+8) days or less shall state:
"The term of this suspension shall not prohibit paﬁicipation in designated races in California."
However, the Board of Stewards may prohibit a jockey or a driver from participating in
designated races if such jockey or driver has previously been suspended at least twice during the
face meeting specified in subsection (a) of this rule.

(¢) Prior to the commencement of a meeﬁng, a listing of the races designated in
accordance with subsection (a) of this rule shall be sﬁbmitted in writing to the Board. A copy of
the list of designated races shall be postéd in the Jockey or Driver's Room, and any other such
place deemed appropriate by the stewards.

(d) A suspended jockey or driver must be named at the time of entry to participéte in any

designated race.
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(e) A day in which a suspended jockey or driver participates in one designated race in

California shall count as a suspension day.

(f) A day in which a suspended jockey or driver participates in more than one designated
race in California shall not count as a suspension day.

(g) Notwithstanding the above, a day in which a jockey or a driver participates in one or
more designated races in aﬁother jurisdiction while under suspension in California shall not

count as a suspension day.

(h) A suspended jockey or driver who participates in more than one designated race under

subsection (f) of this regulation, or in one or more designated race under subsection (g) of this

_ regulation, shall complete his or her term of suspension on the equivalent day of the week

following the day on which the jockey or drive barticinated in the designated race(s).

Authority: Section 19460,
Business and Professions Code.

Reference: Sections 19460, 19461 and 19520,
Business and Professions Code.



Board of Stewards
Golden Gate Fields

1100 Eastshore Highway
Albany, California

June 10, 2010

Jacqueline Wagner

California Horse Racing Board
1010 Hurley Way #300
Sacramento, California

Dear Jackie:

Please add this Board of Stewards to the list of those that support the addition of Paragraph (h) to Califomia Horse Racing
Board rule #1766 (Designated Races). The adoption of this amendment would prevent a suspended jockey from trading a
Tucrative Saturday or Sunday for an ordipary weckday when a suspension day is re-imposed pursuant 1o the Designated Race
rule. This would also help insure all riders are treated equally.

Serving “Like” days has always been a practice adhered to by this Board of Stewards whether the days are being given afler a

jockey has dropped or lost an appea] or becausc the day needed to be added pursuant to the Designated Race rule. Having this
practice put in rule form is an idea we support whole heartedly.

Respectfully,

ybn B. Herbuveaux, Stew,

A-q DA

ennis Nevin, Steward

Darre] McHargue, Stewg




STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, GOVERNOR

CALIFORNIA HORSE RACING BOARD
285 WEST HUNTINGTON DRIVE
ARCADIA, CA 91007

(626) 574-6432

FAX (626) 821-1510

13 June 2010

California Horse Racing Board—

Please allow this to serve as a letter of support for the Proposed Amendment to CHRB Rule 1766
(Designated Races), which will be discussed at your next Board meeting. We have discussed the
concept of “like” suspension days for designated races both at our recent Stewards’ meeting as well as

privately since then and we are fully in favor of the change. Please allow this to serve as unequivocal
support for the amendment.

Respectfully,

Boards of Stewards, Hollywood Park

~ C. Scott Chaney

Kim Sawyer

Tom Ward
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STAFF ANALYSIS
DISCUSSION AND ACTON BY THE BOARD REGARDING THE
DISTRIBUTION OF RACE DAY CHARITY PROCEEDS OF
OAK TREE RACING ASSOCIATION IN THE
AMOUNT OF $48,365 TO 8 BENEFICIARIES

Regular Board Meeting
June 22, 2010

BACKGROUND St

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 fund 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.

ANALYSIS

Oak Tree Racing Association (OTRA) is requesting approval to distribute race day charity
proceeds generated at its September 30, 2009 through November 8, 2010 race meeting at Santa
Anita. From the net race day charity proceeds OTRA 1is proposing to distribute $48,365. The
list of organizations selected and the amount to be distributed are listed on the attachment.
Staff notes that approximately 100 percent 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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CHRB Analysis
Oak Tree Racing Association Year Charity Day Proceeds
Proposed Required By
Disbursement Horse Racing
Charity Amount Percentage Law Notes
Disabled Jockeys Fund 9,865 4 20.40% 20 c
Southern California Equine Foundation 2,000 4.14% d
Winners Foundation 6,000 12.41% a
California Thoroughbreds Horsemen's Foundation 10,000 20.68% b
Don MacBeth Memorial Jockey Fund 5,000 10.34% d
California Equine Retirement Foundation 5,000 10.34% d
Traquility Farm 8,500 17.57% d
United Pegasus Foundation 2,000 4.14% d
Total to Equine Related Charities 48,365 , 100.00% 50 d
Total 48,365 100
Notes:

a Fund for substance or and alcohol abuse (BP.19556 (b) )

b Welfare fund for Backside Personnel (BP 19641 (b))

c Disable Jockeys Fund (BP 19556 ( C))

d

Source: Racing Association re
Business & Professions Codes 19550

Horse Related Charities (BP 19556 (b))

Request for Approval
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RACING ASSOCIATION
SANTA ANITA PARY

Sherwood €. Clﬁﬂingwérﬂl
Lxecutive VI teeP restdent

June 2, 2010

Mr. Kirk Breed

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

Dear Kirk:

‘The audited net proceeds from Charity Racing Days during the 2009 Oak Tree meet came to
$48,365.00

Therefore the' Directors of the Oak Tree Charitable Foundation respectfully request CHRB
approval at the June 22, 2010 regular meeting to disburse a total of $48,365 to the attached
schedule of eligible beneficiaries.

Contributions to thoroughbred industry charities total 100% of the distribution. We also
contribute additional monies for equine related purposes from our Foundation and Racing
Association funds.

- Should you wish to review them, copies of grant applications from the selected organizations are

available.
Sincerely,

OAK TREE CHARITABLE FOUNDATION

Attachment

985 West Hunﬁng&on Drive, PO on 60014, Arcatha, Cali][orrdd 91066-6014.
(696) 574-6345 TAX (696) 447-9940



OAK TREE RACING ASSOCIATION
48,365.00
2010 (2009 MEET)

Suggested disbursements

California Equine Retirement Foundation

5,000.00

CA. Thoroughbred Horsemen's Foundation

10,000.00

Disabled Jockeys' Endowment

9,865.00

Don MacBeth Memorial Jockey Fund

5,000.00

So. California Equine Foundation

2,000.00

Tranquility Farm (Harry A. Biszantz Mem. Center)

8,500.00

- |United Pegasus Foundation

2,000.00

Winners Foundation

6,000.00

Industry Contributions - 100%

FYS PLARTY PN RTA FIA R PSR-

48,365.00
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DISCUSSION AND ACTION BY THE BOARD REGARDING 1) A REPORT FROM
REPRESENTATIVES OF SOUTHERN CALIFORNIA OFF-TRACK WAGERING,
INC. (SCOTWINC) AND NORTHERN CALIFORNIA OFF-TRACK WAGERING,

INC. (NCOTWINC) 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 AS PERMITTED UNDER BUSINESS AND PROFESSIONS CODE
SECTION 19604(F)(5)(E).

Regular Board Meeting
June 22, 2010

BACKGROUND

At its April 24, 2009, Regular Meeting the Board approved a modification of California's
- ADW distribution on thoroughbred races as permitted under Business and Professions
Code section 19604(£)(5)(E). In requesting the modification the industry represented that
for several years Southern California Off Track Wagering, Inc. (SCOTWINC) and
Northern California Off Track Wagering, Inc. NCOTWINC) ran shortfalls in funding,
due to handle moving from traditional satellite wagering to0 ADW, and a general decline
in wagering activity at “ brick and mortar” wagering sites. The distribution from satellite
facilities. was fixed, and 2.5 percent of that funding went to SCOTWINC and
NCOTWINC for pari-mutuel expenses. Instead of asking for an increase in the takeout,
the industry requested the creation of a new distribution from ADW source market fees to
fund the SCOTWINC and NCOTWINC shortfalls over a two-year period. The requested
distribution for SCOTWINC would be 4.12 percent of the ADW source market fee and
NCOTWINC would receive 4 percent of the ADW source market fee. The funds would

come from ADW wagers placed by California residents on California thoroughbred

races. The Board approved a motion, pursuant to Business and Profession Code section

19604(H)(5)(E), to alter for a two year period commencing July 1, 2009 and ending June

30, 2011, the market access fees from ADW wagers made by California residents, while

thoroughbred associations conducted race meetings, by the creation of an additional

deduction for distribution based on 4.12 percent of handle in Central and Southern zones

to the SCOTWINC Trust, and 4 percent of handle in the Northern Zone to the
NCOTWINC Trust.

At its January 15, 2010 Regular Meeting the Board the Los Angeles Thoroughbred Club
(LATC) and Thoroughbred Owners of California submitted a SCOTWINC shortfall
agreement for Board approval. The agreement altered the distribution of market access
fees from ADW wagers placed on all racing hosted by LATC at its winter race meeting,
effective December 26, 2009 through April 18, 2010. The Board accepted the agreement

as an addendum to the LATC winter race meeting. At the February 19, 2010 Regular
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Board Meeting the NCOTWINC shortfall agreement between Pacific Racing Association
and TOC was approved. v

At the February 19, 2010 Regular Board Meeting the Board heard a presentation by
SCOTWINC and NCOTWINC regarding the organizations’ organizational background
and financial position. NCOTWINC and SCOTWINC  stated they have been
experiencing a long-term decline in revenue that has been exacerbated by the advent of
ADW wagering. From 2007 through 2009 the organizations saw serious deficits. The
Board expressed concern over the future of the SCOTWINC/NCOTWINC business
model, as it did not appear to be sustainable in the current environment. The Board stated
it would like to know what changes the organizations would propose that would give it
confidence the deficits would not become permanent, and that SCOTWINC/NCOTWINC
would not go to the Legislature every time it needed funds, as running bills to take money
from somebody else would not solve the deficits. Due to the failed business model, the
recent actions of the Board with regards to SCOTWINC/NCOTWINC funding were
“short term band aids.” Chairman Brackpool stated the organizations should work with
"the Board’s Committee on Budget, Finance and Audits to determine how the
organizations would be funded for 12 months going forward, and then return to the Board
not later than June 30, 2010 with a five year business plan with absolute structural
changes to the business model. :

Representatives from the California Off-Track Network (SCOTWINC and NCOTWINC)
are prepared to report on the attached business plan.

| RECOMMENDATION

This item is presented for Board discussion and action. Staff recommends the Board hear
from the SCOTWINC and NCOTWINC representatives.
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CALIFORNIA OFF-TRACK NETWORK: SCOTWINC AND NCOTWINC
BUSINESS PLAN REPORT TO THE CALIFORNIA HORSE RACING BOARD (“"CHRB™)
June 10, 2010 ' ‘

Current Situation

In 2009, on wagers totaling $1.145 billion, the California off-track network generated net returns to the racing
industry of $154.3 million in terms of purses, owners’ premiums, breeders awards, workers’ compensation
funding, vanning and stabling, promotional funding, equine research, license fees/CHRB support, and track

commissions, which represents 43% of returns from all sources, including advanced deposit ("“ADW") and
export wagering.

Southern California Off Track Wagering, Inc, ("SCOTWINC") was established per Business and Professions
Section 19608.2 to operate simulcast and pari-mutuel functions at off-track wagering locations in the Central
and Southern Zones for Thoroughbred association and Racing Fair hosts conducting racing in the Central and
Southern Zones, and for all California wagering sites for Quarter Horse and Harness host tracks. Northern
California Off Track Wagering, Inc. ("NCOTWINC") was established to operate simulcast and pari-mutuel
functions at off-track wagering sites in the Northern Zone for Thoroughbred and Racing Fairs hosts conducting
racing in the Northern Zone. ‘

Per Business and Professions Sections 19605.7 and 19605.71, NCOTWINC and SCOTWINC receive
distributions from takeout to pay for off-track network simulcast and pari-mutuel operations.  For
Thoroughbred meets, such expense fund revenue is statutorily set at 2.50% of handle generated at satellite
sites. For Racing Fairs, Harness and Quarter Horse meets, the expense fund rate is 6.00% of handle at
satellite sites. Excess funds, if any, are dispersed to the respective associations at the conclusion of the year
for distribution to purses and commissions. In addition to expense fund revenue, SCOTWINC receives
payments for accounting services it provides for the California Marketing Committee, California Thoroughbred
Business League and California Jockey Welfare Corporation. NCOTWINC receives payments for miscellaneous
services it provides to SCOTWINC in regard to night race meets.

Expenses borne by SCOTWINC and NCOTWINC include pari-mutuel labor costs, totalisator and interface fees,
decoder rentals, telecommunication, uplink (audio visual transmission) costs, mutuel equipment and supplies,
armored car service, and administrative overhead expense. Expenses such as utilities, security, janitorial,
audio visual receiving equipment, etc. are solely the responsibility of each specific off-track site. In 2009,
expenses borne by SCOTWINC and NCOTWINC for Thoroughbred and Racing Fair meets totaled $31.6 million.
Pari-mutuel labor comprised 73% such expenses, and totalizator costs represented 8%.

2009 — 2010 Developments and Actions

~ In large part due to a manning clause included in the Collective Bargaining Agreement with Local 280, Pari-
Mutuel Employees Guild, operating expenses for Thoroughbred race meets have exceeded the generated
expense fund revenue for such meets during the past several years. Revenue declined due to the decrease in
brick and mortar handle, while staffing could not be adjusted due to the manning clause. Pension surcharges
and increasing health insurance costs also added to the problem, and are continuing to add to the problem.

Because of the cash flow problem that resulted from the variance between revenue and expenses, in July of
2009, SCOTWINC was unable to renew a credit line that had been formerly used to provide the mutuel change
fund for day meet off-track pari-mutuel functions. At that time, Del Mar and Hollywood Park agreed to provide
the $1.8 million bankroll necessary for continued pari-mutuel operations.

]



In order to provide interim funding needed to continue SCOTWINC operations, effective July 1, 2009 through
June 30, 2010, per Business & Professions Section 19604(f)(5)(E), Del Mar, Hollywood Park, Oak Tree and
Thoroughbred Owners of California ("TOC”) agreed to modify the distribution of market access fees for
Advanced Deposit Wagers generated in California on thoroughbred races to include a distribution of 4.12% of
such handle to offset prior deficits and ongoing shortfalls. Santa Anita and the TOC entered into a similar
agreement for the 2009-2010 Los Angeles Turf Club race meet. These actions have resulted in a full
recapitalization of SCOTWINC as of the end of the Santa Anita race meet. '

Pacific Racing Association and the TOC agreed upon a 4.00% distribution from market access fees from
January 1, 2010 through June 30, 2010. .

2010 Strategic Planning & Initiatives

During the timeframe of the agreements, the parties agreed to jointly produce a plan that would suggest both
short and long term solutions to the funding problem. Under the guidance of a four-member steering
committee, a work group which included representatives from TOC and various racing associations was formed
to study and suggest measures that could be undertaken to reduce costs, improve productivity and
accountability, and increase handle. The work group has completed the first phase of its tasks and has
presented its findings to both the steering committee and the full TOC Board of Directors.

The most important recent development was the negotiation and ratification by Local 280 members of a Side
Letter agreement to the Collective Bargaining Agreement which allowed for overall pari-mutuel staffing to be
adjusted to better reflect the current wagering and business levels. Effective 3/17/2010, the Side Letter
permits pari-mutuel staffing reductions of up to 22.50% and also contemplates modifications in staffing levels
should handle continue to decline or, hopefully, increase. The agreement contained several other provisions
that are believed to be of value in improving the labor situation. Other meaningful cost containment measures
have been undertaken, including reduction of non-union wages and pension benefit levels, and the
consolidation of workers” compensation policies which produced lower rates and improved experience ratings.
Additional measures, including further operating efficiencies, are expected to be implemented before the end
of the year.

-~ The work group has also formulated a standardized monthly reporting package, which will provide important
tools needed for proactive, strategic decision making.

In order to better understand the nature of the off-track network, the work group gathered key information
about each satellite site, including current appearance, square footage, seating: capacity, amenities, admission
charges,. handle and attendance, per capita wagering, 2009 returns to the industry, and the direct cost of the
simulcast and pari-mutuel functions. For day meets, the direct (site-specific) costs, which include pari-mutuel
labor, totalizator and interface fees, decoder rentals, telecommunications and supplies ranged from 2.0% of
handle to 8.3%, and the lowest return to the racing industry was a net of 8.4% (i.e., still a positive net
contribution margin.) Overall, the net racing return for day meets, including non-site specific costs such as
uplink, TV production, administrative payroll, insurance, bank charges, etc. was 13.2%.

The work group identified measures that can be and will be undertaken to improve productivity and efficiency
at off-track sites.
e Gain control of the presentation of California’s racing product
Establish universal guest standards and procedures
Expand utilization of existing marketing resources statewide
Integrate marketing and publicity efforts of tracks, satellites and ADW providers
Improve customer and attendance databases

2
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Develop a multi-functional labor force

Right-sizing: expand/reduce areas, move out of grandstands
Encourage operators with inadequate locations to seek better sites
Establish minimum site operating and financial performance standards
Address current limitations of fairground sites such as periodic closures & low capital xmprovement
levels '
Implement regular, periodic reviews in collaboration with the CHRB

Deploy a development manager for further operational assessment, implementation of
improvements, and coordination of possible closures

e Deploy new technology strategically, based upon market research to expand distribution and
enhance customer service

e © © ©® ©

® ©

The work group made recommendations for sites with d:rect operating costs that exceed 5% and also
identified sites that appear to be underperforming.

The work group also looked at several case studies showing the change in handle when a brick and mortar site’
closes. Findings were:

e Handle does not automatically transfer to ADW; in fact, little handle has migrated to ADW at the
two sites studied

o When a site reopens after being closed for a substantial amount of time :
o Handle & attendance does not automatically resume at pre-closure levels; in the site
studied, handle was significantly lower than pre-closure levels

o ADW handle increases when the site ‘re-opens, indicating a possible symbiotic opportunity |
between brick and mortar and account wagering.

As previously noted, SCOTWINC has been recapitalized and all prior shortfalls have been extinguished.
Despite the significant cost savings discussed above, current handle at off-track brick and mortar sites for
‘Thoroughbred associations is not sufficient to cover the ongoing simulcast and pari-mutuel costs at the 2.50%
of brick and mortar expense fund level. However, the initiatives do allow for reduction of the current expense
fund rates, which are 2.50% for brick and mortar plus 4.12% from California ADW bets for Southern California
Thoroughbred associations, and 2.50% for brick and mortar plus 4.00% for the Northern California
Thoroughbred association.

2010 - 2011 Agreements

The TOC and Thoroughbred associations conducting racing in the Central and Southern zone now desire to
enter into new agreements, effective 7/1/2010 through 6/30/2011, which would provide for expense fund
generation from all off-track bets placed in California to be reduced from the current levels of 2.50% from
brick and mortar and 4.12% from market access to 2.30% for both sources of handle generated in the Central
and Southern zones.. The TOC and the Thoroughbred association conducting racing in the Northern zone
desire to enter into a similar agreement, but because prior shortfalls have not yet been entirely extinguished
for NCOTWINC, the parties desire that the expense fund rate for the Northern zone Thoroughbred host be
modified from the current levels of 2.50% from brick and mortar and 4.00% from market access to 2.90% for
both sources of handle generated in the Northern zone, effective 7/1/2010 through 6/30/2011. Business and
Professions Section 19604 and 19601.01 provide the flexibility for the suggested. modification, which must be
approved by the CHRB, and such approval is requested. These agreements include provisions requiring
implementation and review of the aforementioned initiatives over the course of the next 12 months.
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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

Regular Board Meeting
June 22,2010

BACKGROUND

Business and Professions Code section 19605.25 provides that the Board may approve an
additional 15 minisatellite wagering facilities (MSW) in each zone if no site is within 20
miles of a racetrack, a satellite wagering facility, or a tribal casino that has a satellite
wagering facility. If the proposed facility is within 20 miles of a satellite facility or tribal
casino with a satellite wagering facility, then the consent of each facility within a 20-mile
radius must be given before the proposed MSW may be approved by the Board

At the July 23, 2009, Regular Board Meeting, applications for license to operate an MSW
at Pete’s Tavern in San Francisco, California, and the Sotto Mare Oysteria, in San
Francisco, California, were heard. The County of San Mateo, on behalf of the San Mateo
Event Center (SMEC), raised objections to both applications. The objections were based
on the claim by the County of San Mateo that both applicants were located within a 20-
mile radius of the SMEC. After an extended discussion regarding the applications, the
meaning of “radius” and the intent of the enabling statute, the Board determined it would
table consideration of the applications to give the parties time to negotiate an agreement.
At that time, Chairman Harris stated the parties should realize there could be legislation
to clarify the intent of the 20-mile buffer with regards to the placement of MSWs in San
Francisco and surrounding areas.

On February 19, 2010 Senate Bill (SB) 1439 (Price) was introduced. The purpose of SB
1439 was to replace the 20-mile radius requirement with a 15-mile requirement. The
most current version of SB 1439 (Amended in Senate May 28, 2010) provides_ that the
approval of a satellite wagering facility or a fair with a satellite wagering facility shall be
obtained before a proposed MSW that was within 15 miles may be approved. If a
satellite wagering facility, or fair with a satellite wagering facility does not consent to the
MSW, SB 1439 authorizes the Board to conduct a one-year test at the proposed MSW
site to determine its impact on total pari-mutuel revenues and on attendance and wagering
at existing satellite wagering facilities. However, under SB 1439, only one test MSW site
per existing satellite wagering facility could be authorized by the Board. Senate Bill
1439 would also: 1) allow the Board to impose impact fees on MSW sites if the parties
were unable to enter into an agreement for the payment of an impact fee during the one-
year test; 2) prohibit the establishment of an MSW within 20 miles of a tribal casino; and
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3) defined how mileage would be measured as property line to property line by the
shortest publicly accessible driving route.” ,

On June 3, 2010, SB 1439 was read for the third time in the State Senate, and refused
passage. Opposition to SB 1439 came from Artichoke Joe’s Casino; California Authority
of Racing Fairs; County of San Mateo; Department of Food and Agriculture; and San
Mateo County Event Center. Arguments in opposition from the County of San Mateo
stated that the county:

“...in partnership with the San Mateo County Event Center, constructed and opened
the five million dollar, 16,000-square-foot Jockey Club in 2008. Considering the
20-mile protection this significant investment was reasonable. Revenue from the
Jockey Club is used to repay construction loans to both the County and the State.
Locating new satellites within a 20-mile proximity would jeopardize these funds
and the ability of the Jockey Club to make the required debt service payments to
both the State and County. The County of San Mateo does not see the benefit in
changing existing statute, which was enacted to provide a balance between
protecting the fiscal base of existing facilities while allowing for a process of
approval for new facilities. The provisions included in this bill (SB 1439) appear
to circumvent the very intent of current law and diminish confidence in
constructing facilities that benefit horse racing across the State.”

In reporting on the defeat of SB 1439, Rod Blonien, an industry representative, stated the
San Mateo County Fair hired additional lobbyists to assist in representing its position.
Those in support of SB 1439 included Del Mar Thoroughbred Club; Golden Gate Fields;
Hollywood Park Race Track; Los Alamitos Race Course; Oak Tree Racing Association;
Santa Anita Park Race Track; Scientific Games; and Thoroughbred Owners of California.
On April 7, 2010, a letter from the Chairman of the CHRB was submitted to the Senate
Government Organization Committee. The letter expressed the Board’s support for the
basic concept of SB 1439.

RECOMMENDATION

This item is presented for Board discussion.



AMENDED IN SENATE MAY 28, 2010
AMENDED IN SENATE APRIL 28, 2010
AMENDED IN SENATE APRIL 6, 2010 °

SENATE BILL No. 1439

Introduced by Senator Price

February 19, 2010

An act to amend Section 19605.25 of the Business and Professions
- Code, relating to horse racing.

LEGISLATIVE COUNSEL’S DIGEST

SB 1439, as amended, Price. Horse racing: minisatellite wagering
facilities. , o

Existing law authorizes the California Horse Racing Board to approve
an additional 15 minisatellite wagering sites in each zone under certain
conditions, including that no site is within 20 miles of a racetrack, a
satellite wagering facility, or a tribal casino that has a satellite wagering
facility. Existing law provides that if the proposed facility is within 20
miles of one of the above-referenced satellite facilities, then the consent
of each facility within a 20-mile radius must be given before the
proposed facility may be approved by the board. Existing law requires
the written consent of the San Mateo County Fair be obtained prior to
the approval of any minisatellite wagering site located within a 20-mile
radius of its fairground.

This bill would replace the 20-mile radius requirement in the above
provisions with a 15-mile requirement and would provide that the
requirement that the approval of a racetrack, satellite wagering facility,
tribal casino that has a satellite wagering facility, or fair be obtained if
the proposed minisatellite wagering facility is within 15 miles shall
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only apply to those facilities that are operated by tribal casinos,
racetracks, or fairs that actually conduct 2 weeks or more of live racing
in the preceding year. The bill would authorize the board, if a satellite
wagering facility or tribal casino does not consent to a minisatellite
wagering facility being situated within 15 miles, to conduct a one-year
test at the proposed site in order to determine its impact on total
~ parimutuel revenues and on attendance and wagering at existing satellite
wagering facilities. With respect to the one-year test, the bill would
provide that the board may approve only one minisatellite wagering
facility per existing satellite wagering facility and the minisatellite
wagering facility-must shall not be located within 10 miles of the
satellite wagering facility. The bill would authorize a certain impact
fee, as provided.

This bill would specify how mileages are to be measured for purposes
of the above provisions.

This bill would, notwithstanding the above provisions, prohibit the
establishment of a satellite wagering facility or minisatellite wagering
facility within 20 miles of a tribal casino. By establishing a prohibition
.under the Horse Racing Law, the violation of which would be a crime,
the bill would impose a state-mandated local program.

This bill would make clarifying and other technical changes.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that reimbursement.

This bill would provide that no reimbursement is required by this act

for a specified reason.
- Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 19605.25 of the Business and Professions
2 Code 1s amended to read:

3 19605.25. (a) The board may approve an additional 15
4  minisatellite wagering sites in each zone, if all of the following
5 ‘conditions are met:

6 (1) Nositeis within 15 miles of a racetrack, a satellite wagering
7 facility, or a tribal casino that has a satellite wagering facility. If
8 the proposed minisatellite wagering facility is within 15 miles of
9 one of the above-referenced facilities, then the consent of each

96
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such facility within 15 miles must be given before the proposed
minisatellite wagering facility may be approved by the board.

(2) Anagreement in accordance with subdivision (a) of Section
19605.3 has been executed and approved by the board. In addition
to the requirements set forth in that provision, the agreement shall
specify which components of its racing program, including live,
out-of-zone, out-of-state, and out-of-country races, an association
or fair will make available to the site. The terms and conditions of
the agreement, including all fees payable pursuant to paragraph
(3) of that provision, a portion of which may be paid to horsemen
in the form of purses, shall be subject to the approval of the
horsemen’s organization responsible for negotiating purse
agreements with the association or fair.

(3) The site is approved by the board.

(4) The wagers are accepted in an area that is accessible only
to those who are at least 21 years of age.

(5) The board has approved the accommodation, equipment
used in conducting wagering at the site, communications system,
technology, and method used by the site to accept wagers and
transmit odds, results, and other data related to wagering.

(b) Parimutuel clerks shall be available to service the self-service

* tote machines at these locations, and to cash wagering vouchers

on a regularly scheduled basis.

(c) Until July 1, 2011, if the proposed minisatellite wagering
site is in the northern zone in a fair district where the fair has
operated a satellite wagering facility for the previous five years,
the approval of the fair must be obtained even if the proposed
location is more than 15 miles from the existing satellite wagering
facility operated by the fair. -

(d) For purposes of commissions, deductions, and distribution
of handle, wagers placed at minisatellite sites shall be treated as
if they were placed at satellite wagering facilities authorized under
Section 19605, 19605.1, or 19605.2. Section 19608.4 shall apply
to minisatellite wagering facilities.

(e) The written consent of the San Mateo County Fair shall be

obtained prior to the approval of any minisatellite wagering site -

located within 15 miles of its fairground.

(f) Minisatellite wagering facilities created pursuant to this
section are not eligible for satellite wagering commission
distributions pursuant to Section 19604.
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1
2
3
4
5
6
7
8

(g) The board shall adopt emergency regulations to implement
these new facilities on or before April 1, 2008. The board, in
adopting these regulations, shall minimize the expense to both the

- operator of the minisatellite facility and the host racetrack.

(h) If there are more than 15 applications for minisatellite
wagering facilities in any zone, the board shall determine which
facilities will generate the largest handle, and give priority to the
approval of those facilities. The board shall license a minisatellite
facility for two years, and then review the operation and the size
of the handle, and determine if it is in the best interest of horse
racing to relicense the facility or, in the alternative, license another
minisatellite facility that might generate a greater handle.

(i) Except as may be provided in the agreement required
pursuant to paragraph (2) of subdivision (a), no association or fair
shall be required to make all or part of its racing program available
to a minisatellite wagering facility. Notwithstanding subdivision
(e) of Section 19608.2, all costs incurred by the organization
executing that agreement in excess of the amounts distributable
to the organization from wagers placed at the site on that racing
program, shall be borne by the minisatellite wagering facility.

(1) Notwithstanding subdivisions (a) and (e), the requirement
that the approval of a racetrack, satellite wagering facility, tribal
casino that has a satellite wagering facility, or fair be obtained if
the proposed minisatellite wagering facility is within 15 miles shall
only apply to those facilities that are operated by tribal casinos,
racetracks, or fairs that actually conduct two weeks or more of live
racing in the preceding year. If a satellite wagering facility, or
tribal casino that has a satellite wagering facility, does not consent
to a minisatellite wagering facility being situated within 15 miles,
the board may conduct a one-year test at the proposed site in order
to determine the impact of the proposed minisatellite wagering
facility on total parimutuel revenues, and on the attendance and
wagering at existing satellite wagering facilities. With respect to
the one-year test, the board may approve only one minisatellite
wagering facility per existing satellite wagering facility and the
minisatellite wagering facility-must shall not be located within 10
miles of the existing satellite wagering facility. During the one-year
study, the operator of the minisatellite wagering facility and the
satellite wagering facility operated by a fair or a tribal casino may
enter into an agreement providing for the payment of an impact
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fee. If there is no agreement within that year, the board may hear-

testimony from both parties and impose an impact fee based on
the results of the one-year test study. A decision of the board
regarding a proposed site may cover the period of time during
which the test is to be conducted, as well as apply to the operation
of the minisatellite wagering facility if it continues to operate
beyond one year. _

(k) For purposes of this section, mileages shall be measured
property line to property line by the shortest publicly accessible
driving route. :

()) Notwithstanding the provisions of this section, no satellite
wagering facility or minisatellite wagering facility shall be located
within 20 miles of a tribal casino.

SEC. 2. No reimbursement is required by this act pursuant to
Section 6 of Article XIIIB of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIII B of the California
Constitution.
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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 B

Regular Board Meeting
June 22, 2010

'BACKGROUND

Business and Professions Code section 19549.1 provides that the Board may allocate
horse racing days for mixed breed meetings and combined fair horse racing meetings
pursuant to Food and Agricultural Code section 4058. The race dates may only be
allocated for a combined fair horse racing meeting between June 1 and October 31. At
the April 15, 2010 Regular Board Meeting the California Authority of Racing Fairs
(CARF) requested that the Board designate race dates for a number of racing fairs as a
“combined fair horse racing meeting.” The racing fairs that would comprise the
combined fair horse racing meeting were: San Joaquin County Fair; Alameda County
Fair; California Exposition and State Fair; Sonoma County Fair; Humboldt County Fair;
and the Big Fresno Fair. CARF maintained that the combined fair horse racing meeting
would allow Northern California racing fairs to conduct the dates allocated by the Board,
and would allow flexibility in planning for a changing racing calendar in Northern
California. CARF’s request and the fact that each racing fair would be responsible for
submitting its “normal” application for its segment of the meeting, raised questions about
the nature of a combined fair horse racing meeting. What were the advantages of the
combined meeting, who would be responsible for the meeting, and who was the licensee,
CARF or the individual fairs? After considerable discussion; the Board did not approve
the request. Instead, CARF was directed to work with the CHRB and the horsemen and
return with the issue at a future Regular Board Meeting. CARF has not submitted a
subsequent request for a 2010 combined fair race meeting. ’

On May 27, 2010, CARF informed staff it was preparing a written request for permission
to carry over the Pick Six carryover from one fair race meeting to the next, beginning
with the Alameda County Fair and continuing through the California Exposition and
State Fair, the Sonoma County Fair, the Humboldt County Fair and concluding with the
Big Fresno Fair. These are the same fairs, less the San Joaquin County Fair, that
comprised CARF’s previous request for a combined fair horse racing meeting. CARF
has indicated that in 2009, under the combined fair race meeting, it carried forward the
Pick Six pool for the San Joaquin County Fair, the Solano County Fair, Humboldt County
Fair and the Big Fresno Fair.
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Staff informed CARF that to carry over a Pick Six carryover from one fair race meeting
to another, the fair race meetings would have had to have been designated as part of a
combined fair horse racing meeting. Because the Board did not approve CARF’s request
to conduct a 2010 combined fair race meeting, the racing fairs are considered individual
race meetings. Board Rule 1976.9, Pick (n) Pool, only allows a Pick (n) carryover to be
carried over to the corresponding Pick (n) pool of a subsequent meeting, or a split
meeting, of the same racing association. The rule does not allow one racing association to
carry over a Pick (n) pool to the race meeting of a different racing association. Staff also
informed CARF that other than obtaining permission to designate selected racing fairs as
a combined fair race meeting, the Board would have to grant a temporary waiver under
- Board Rule 1406, Suspension of Rule.

On June 4, 2010, CARF submitted a letter requesting that the Board enact Board Rule

1406 to allow a Pick Six carry over from one fair race meeting to another. Rule 1406 -

provides that the Board may for good cause temporarily suspend the application of any of
its rules upon any conditions it may impose. In response to an inquiry from staff, a
CARF representative stated the racing fairs agreed to the Pick Six carryover. He also
stated CARF was working with the Thoroughbred Owners of California and a California
Thoroughbred Trainers to get their approval.

ANALYSIS

CARF contends that the short duration of fair race meetings does not allow a Pick Six
carry over to grow to a large pool that would attract fan interest. If the Board enacts Rule
1406 to allow the carryover of the Pick Six from one fair race meeting to another, CARF
maintains the fairs would have the opportunity to grow the Pick Six pool, and to increase

“handle. Granting a waiver does not guarantee that the Pick Six pool would grow through
the Big Fresno Fair, as it could be paid out as soon as the Alameda County Fair.

RECOMMENDATION

This item is presented for Board discussion and action.
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1776 Tribute Road, Suite 205
Sacramento, CA 95815
Office: 916.927.7223 Fax: 916.263.3341
www.calfairs.com

June 4, 2010

Mz. Kirk Breed

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

85:2 Hd 4~ HOr 0102
g¥HO

Kirk:

We would like to request that the Board enact the provisions of Rule 1406,
Suspension of Rule, to allow a Pick Six carry over from one Fair meeting to the
next Fair, beginning with the Alameda County Fair and continuing through the
. California State Fair, the Sonoma County Fair, the Humboldt County Fair and
concluding with the Big Fresno Fair.

The Pick Six is one of the exotic wagers with which a carryover can grow to
progressively larger pools, which in turn attracts increased fan interest and
handle. Shorter duration Fair meetings limit the time over which the carryover
may grow. Allowing a carryover to roll from Fair to Fair will allow the Fairs the

opportunity to generate a large pick six pool and with it increased handle.

We requiest that this item be placed on the agenda for the June 22 CHRB meeting.
Resp 1y Yours,

Chrlstoph r Ko
Executive Director

CALIFORNIA AUTHORITY OF RACING FAIRS
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TITLE 4. DIVISION 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 1. RACING BOARD POWERS AND JURISDICTION
RULE 1406. SUSPENSION OF RULE
Regular Board Meeting
June 22,2010
1406. Suspension of Rule.
For good cause, with or without a hearing, the Board may temporarily suspend the
application of any of its rules upon any conditions it may impose. Every application for

such action and any such action by the Board shall, insofar as possible, be in writing. If

not in writing, it shall be confirmed in writing as soon thereafter as possible.



TITLE 4. DIVISION 4. CALIFORNIA CODE OF REGULATIONS
ARTICLE 18. PARI-MUTUEL WAGERING
RULE 1976.9. PICK (N) POOL

Regular Board Meeting
June 22, 2010

1976.9. Pick (n) Pool.

V(a) The Pick (n) requires selection of the first-place- finisher in each of a number of races
designa;[ed by the association. The association shall designate the percentage of the net
pool éonsidered the major share, and the percentage of the net pool considered the minor
share, if any. The number of races comprising a Pick (n) must be at least four but no more
than ten. Subsequent changes to the Pick (n) shall be requested in writing by the
association. The Board or its designated representative shall respond in writing to requests
within five working days of their receipt at Board headquarters.

(b) The major share of the net Pick (n) pool, along with the Pick (n) carryover, shall be
distributed to ticket holders that selected the first-place finisher in each of the Pick (n)
races, based upon the official order of finish, and the minor share of the net Pick (n) pool
shall be distributed as a win pool to ticket holders whose selection finished first in the
second greatest number of Pick (n) races; if there are no wagers selecting the first place
finisher in each of thé Pick (n) races, then:

(1) The minor sharé of the net pool shall be distributed as a win pool to ticket holders
whose selection ﬁnished first in the greatest number of Pick (n) races, and

(2) The major share of the net Pick (n) pool shall be retained by the association and added
to the corresponding Pick (n) pool of the next performance. The additioﬁal Pick (n) pool
resulting from such a carryover shall be termed the “Pick (n) carryover.”

(¢) In a dead heat for first in any of the Pick (n) races involving:

(1) Coupled horses or horses coupled to constitute the field, the Pick (n) pool shall be
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distributed as if a dead heat had not occurred, or
(2) Horses representing two or more wagering interests, all horses in the dead heat for win
shall be considered winning horses to calculate the pool.

(d) If a wagering interest in any of the Pick (n) races is scratched, the association may

designate the favorite, determined by total amounts wagered in the win pool at the close of

wagering on that race, or allow patrons the option of selecting an alternate wageriﬁg
interest. The favorite or altemate wagering interest shall be substituted for the scratched
wagering interést for all purposes. If the association elects to designate the favorite and the
win pool total is identical for two or more horses, the horse with the lowest program
number is used. The totalizator shall produce written reports showing each of the
wagering combinations with substituted wagering interests that became winners as a result
of the substitution, in addition to the normal winning combination, at the end of eacﬁ race
where substitutions éccu:r.

(e) The Pick (n) pool shall be canceled and all Pick (n) wagers for the individual

performance-shall be refunded if:

(1) Three or more races included as part of a Pick 4, Pick 5 or Pick 6 are canceled or

declared no contest; or

(2) Four or more races included as part of a Pick 7, Pick 8 or Pick 9 are canceled or
declared no contest; or

(3) Five or more races included as pért of a Pick 10 are.canceled or declared no contest.
() If at least one race included as part of a Pick (n) is canceled or declared no contest, but
fewer than the number specified in subsection (e), the net pool shall be distributed as a win

pool to ticket holders whose selection finished first in the greatest number of Pick (n) races

for that performance. Such distribution shall include the portion ordinarily retained for the
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Pick (n) carryover but not the carryover from previous performances.

(g) The Pick (n) carryover may Be capped at an amount designated by the association, with

Board approval. If, at the close of any performaﬁce, the carryover equals or exceeds the

designated cap, it will be frozen until it is won or distributed under other provisions of this

rule. After thevcarryover is frozen, 100% of the net pool shall be distributed to ticket

holders whose selection finished ﬁrstV in the greatest number of Pick (n) races for that

performance. |

(h) Permission to distribute the Pick (n) carryoﬁ}er on a specific date and performance shall

be obtained from the Board. The mandatory payout request must contain the intended date
and performance for the distribution. |

(i) If the Pick (ﬁ) carryover is designated for distribution | on a specified date and

performance in which no wager selects the first-place finisher in each of the Pick (n) races,

the entire pool including the carryover shall be distributed as a win pool to ticket holders

whose selection finished first in the greatest number of Pick (n) races. The Pick (n)

carryover shall be designated for dis‘tribution on a specified date and performance only

under the following circumstances:

(1) With written approval from the Board as provided in subsection (h); or

2) With written approval from the Board when there is a change in the carryover cap, a

changé from one type of Pick (n) wagering to 'anothef, or when the Pick (n) is

discontinued; or

(3) On the closing performance of the meet or split meet.

(j) If the Pick (n) carryover must be carried over to the corresponding Pick (n) pool of a

subsequent meet, it shall be deposited in an interest-bearing account approved by the

Board. The Pick (n) carryover plus accrued interest shall then be added to the net Pick (n)
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pool of the following meet on a date and performance designated by the association, with
Board approval.

(k) With Board approval, the association may contribute to the Pick (n) carryover a sum of
money up to the amount of any designated cap.

(1) No ticket for the Pick (n) pool shall be sold, exchanged or canceled after the close of
wagering in the ﬁrst race comprising the Piok (n), exceﬁt for refunds required by this rule.
(m) Providing information to any person regarding covered combinétiqns, amounts
wagered on specific combinations, number of tickets sold, or number of live tickets
reinaining is prohibited. The totalizator will be programmed to suppress all information
related to Pick (n) Waéering activity until the conclusion of the final race except for the
following:

(1) Total amount of the net pool at the close of Pick (n) wagering.

(2) Information regarding poséible Pick (n) payouts for each of the runnefs when the last
race of the Pick (n) pool is the only race remaining to be run.

(n) If thé racing surface changes from turf to dirt or dirt to turf in any race of a Pick (n)
pool, and such change was not announced to the public before the close of wagering on the
Pick (nj pool, él_l Wagérs on such race shall be considered winning wagers for the purposes
of the Pick (n) pool.

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

Reference:  Sections 19440, 19590 and 19593,
Business and Professions Code.
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STAFF ANALYSIS
June 22, 2010

Issue: APPLICATION FOR LICENSE TO OPERATE A MINISATELLITE WAGERING
FACILITY BY THE SAN MATEO COUNTY EVENT CENTER AT THE
ARTICHOKE JOE’S CASINO, SAN BRUNO, CALIFORNIA

San Mateo County Exposition and Fair Association, d/b/a San Mateo Event Center — Jockey
Club filed an application for a license to operate a minisatellite wagering facility at Artichoke
Joe’s Casino in San Bruno, California, for a period of up to two years. The applicant has
indicated that operations will begin upon approval of the application and after the mlmsatelhte
renovations are cample‘ted The antlclpated completion date is August 2010.

o San Mateo Event Center (SMEC) currently operates a CHRB approved Simulcast

Wagering Facility (SWF) in San Mateo, California. The San Mateo, SWF is located

- approximately 8 miles from the proposed minisatellite wagering facility site location at

Artichoke Joe’s Casino in San Bruno, California. The proposed wagering site Wlll be
located in the northern zone.

e San Mateo Event Center counsel provides that “Artichoke Joe’s is merely the location
at which the Jockey Club will operate a mini-satellite, and no Artichoke Joe’s personnel

will handle any of the money wagered there, nor will they handle the equipment for the .

signal or wagering.”

Business and Professions Code section 19605.25 (a) (1) provides. no minisatellite may be
within 20 miles of a racetrack, a satellite wagering facility, or a tribal casino that has a satellite
wagering facility. If the proposed facility is within 20 miles of one of the above-referenced
satellite facilities, then the consent of each facility within a 20-mile radius must be glvcn before
the proposed facility may be approved by the board.

- July 15, 2009, the County of San Mateo, on behalf of the San Mateo Event Center submitted
an objection to two proposed minisatellite wagering facility locations in San Francisco,
California. - The primary objection was based on the distance between the two facilities in
relation to SMEC. The second objection noted was that the proposed minisatellite facility
would impact union jobs. The third identified SMEC’s belief that “?oo many satellite wagering
facilities saturate the community, leading to fewer bettors and lower handle, and thus decline
in the horse racing indusiry.” The fourth objection expressed their concern that the proposed
San Francisco minisatellite facilities were not large enough to absorb SMEC patrons if it
became necessary for them to close. Its counsel represented that the 20-mile radius distance
must be measured using a straight line or “air miles” process. San Mateo Event Center did not
grant a waiver consenting to the proposed locations within 20 miles of its facility and the
minisatellite wagering facilities later rescinded their application.

o Récétrack(s), satellite wagering facility or tribal casino that have a satellite wagering
facility located within a 20-mile radius of the applicant are: ’
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*San Mateo Event Center - 8.12 miles

*Pacific Racing Association - 18.2 miles
*The mileage was obtained using Free Map Tools.com and prov1des the shortest
possible distance between two places “distance as the crow flies”.

San Mateo Event Center has not identified any other racetrack(s), satellite wagering
facility or tribal casino that has a satellite wagering facility located within 20 radius
miles of the proposed applicant site location. :

o San Mateo Event Center has contracts/agreement with the following racing
associations:

California Authority of Racing Fairs

Cal State Fair and Exposition

Cal Expo Harness :

Los Alamitos Quarter Horse Racmg Assoc:latwn
Pacific Racing Association

e The simulcast organization engaged by the contracted association(é) to conduct
simulcast wagering is Northern California Off Track Wagering, Inc. (NCOTWINC).

e Applicant proposes to operate minisatellite wagering site Wednesday through Sunday
and selected Mondays and holidays. Opening 10:00 a.m. - 12:00 a.m. SMEC also
request approval to operate twenty-four hours seven days a week at some date in the
future. :

o Estimated number of pari-mutuel terminals machines available: Ten. Seating Capacity
is 66; the number of tables in the minisatellite wagering area is 20. 19 television
monitors are planned. :

° Staffing