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Monrovi a, California, Thursday, January 24, 2002
10: 34 a.m

MR WOOD, JR : Good norning Ladies and CGentl enen
and wel cone to the regular schedul ed neeting of the
California Horse Racing Board. [|'d like to respectively
request that everyone please take their seats, so we can
begin with this nmorning' s neeting.

As | stated earlier, thisis aregularly
schedul ed neeting of the California Horse Racing Board.
It's being conducted on Thursday, January the 24th, at the
Holiday Inn in Mnrovia, California.

Present at today's neeting are



Chai rman Al an Landsburg, Vice-Chairman Roger Licht,
Commi ssioner WIIiam Bi anco, Conm ssioner Sheryl
Granzell a, Conmissioner Marie Mretti, and

Commi ssi oner John Sperry. Conmi ssioner John Harris wll
join the nmeeting in progress. He's been tied up in
traffic, and will hopefully be on his way.

Before we go forward with the neeting this
norning, | would respectfully request that if you have
testinony to give in front of this Board, that you pl ease
state your nane and your association for our court
reporter. W' re having very tight quarters this norning,
and we ask everyone to please respect a quiet and do
respect when peopl e are speaki ng because we have a very
tight quarters and everyone's going to be -- have a chance

to speak, but you need to state your name and your

associ ati on when you start talking in front of the Board.
Wth that | would like to turn this over to

our Chairman, M. Al an Landsburg.

MR, LANDSBURG: One of the first orders of
business, | would like to introduce the newest nenber of
the California Horse Racing Board, M. John Sperry.

M. Sperry has a long association in the
| abor nmovenent. He is President of the United Food and
Commer ci al Wbrkers Union, Local 324, and he's been with
them since 1959. He is also a horseman, which is also a
delight to hear. He holds racing licenses in California,
Arizona, and New Mexico. M. Sperry also serves as a
menber of the Joint Labor Managenent Conmittee. He was in
the UFCW that's United Food and Commercial Workers
International Presidential Appointee of the Gvil Rights
Committee in 1984, and he is a Marine, so be careful
(unintelligible).

W wel cone him M. Sperry, it's good to
see you on our Board.

MR SPERRY: Thank you very nuch.

(Appl ause)
MR LANDSBURG As a side note -- excuse me. As a
side note to that, | believe for the first tine in a

long tine, we're |looking at a Board that, given life going
snoothly, will be with you for at |least the next two years.
So bewar e.

Movi ng to our agenda, which is |ong and happy

in aroomthat I've nicknaned, with sone arbitrary feeling,
the room of "G eed and Need".

We're noving on to the minutes of our |ast
neeting and asking for the approval of the mnutes of our
regul ar nmeeting, Novenber 30th, 2001.

Do we have any changes or suggestions?

MR, LI CHT: -- 1'1l nove for the approval.
M5. MORETTI: Seconded.
MR, LANDSBURG. Mved and seconded.
Al in favor?
THE BOARD: Aye.
MR, LANDSBURG. Moved. Those minutes are approved
as witten.

The next item for business is discussion and
actions by the Board on the Application for License to
Conduct a Horse Racing Meeting of Capitol Racing, LLC



at Cal - Expo, commenci ng March 1st through July 27th.

M5. WAGNER: The Application for License to Conduct
a Horse Racing Meeting of Capitol Racing, LLC at Cal - Expo
They are proposing to race from March 1st through July
27th, 2002. The association is proposing to
race 90 nights with 1,095 races or 11.7 races per night.

They are requesting that if sufficient

horses are available, they would Iike to race three
addi tional days, those being July 10th, 17th, and 24th,
for a total 93 nights. They will be racing five nights
per week, Wednesday through Sunday in March and April; and
four nights per week, Wdnesday through Saturday in My

and July, that would be 15 races per night. The first
post tine is 5:35 p.m daily.

The anal ysis indicates that they're m ssing
the fire clearance, that has been received. And staff
woul d recommend that the Board approve the application as
pr esent ed.

MR, LANDSBURG. Thank you. And are there any
further conments about this |icense?

Jackie, would you cone a little closer to the
nm cr ophone.

Can you hear in back? Just checking to be
sure everybody is hearing.

AUDI ENCE MEMBER:  No.

MR, LANDSBURG. No. So Jackie, would you cone
closer to your nicrophone. Thanks. And for people that
are naking statenents, please |et them have that
m crophone fairly close. It is a crowded room and bodi es
absorb a |l ot of sound.

Comi ng back, is there a discussion of this
i cense?

And M. Horowitz, (phonetic) do you have nore
to say?

MR HOROWNTZ: Al an Horowitz, Capitol Racing. No
| don't have anything nore to say, but I'd be glad to
answer any questions.

MR, LANDSBURG. Are there any questions or comments
concerning this |license application?

MS. MORETTI: No. But | would |ike to nake a

conmrent M. Chairnan just as a --
MR, LANDSBURG. |I'mnot sure if (unintelligible).

MS. MORETTI: Just as a Sacranento area resident, |
just wanted to congratulate Alan and his staff. The night
raci ng has been, | think, rather successful and

wel | -received by the entire region. So | say keep up the
good wor k
MR, LANDSBURG. Any further comments?

In that case, | encourage a notion to approve
t he Application.
MR BIANCO | nake a notion.
M5. GRANZELLA: | second it.

MR, LANDSBURG. M. Bianco just nmoved, and seconded
by Ms. Granzella. Sorry, Sheryl (unintelligible).
Al in favor?
THE BOARD: Aye.
MR, LANDSBURG  Opposed?
The application is approved. Thank you.



Next Item on the agenda is discussion and
action by the Board on the request of Bay Meadows and
Gol den Gate Fields to anend the Board the approved 2002
race dates.

MR, REAGAN.  Good norni ng Conmi ssi oners, John
Reagan, CHRB staff, that's RE-A-G A-N.

The essence of this request is to nobve one
week from Bay Meadows to Gol den Gate Fields. Specifically,
t hat week woul d be Novenber 6th through Novenber 11, 2002.
The request is a joint request from Bay Meadows and

Pacific. W have no input fromthe horsenmen at this point
and ot hers perhaps night be of some interest, though we
woul d recomrend you hear fromothers before, to see if
there is any discussion on this request.

MR LANDSBURG: Well, we are open to di scussion on

this request. Does this fall inside or outside the
Breeders' Cup, just out of curiosity. Does this date fal
into -- | don't know the dates for 2002.

MR REAGAN: No. No, it doesn't.

MR, LANDSBURG It doesn't. It's already done by
the tine we get there?

MR REAGAN.  Yes.

MR, LANDSBURG. Any further discussion of this?
Thank you. M. Van de Kanp.

MR, VAN DE KAMP: John Van de Kanp on behal f of the
TOC. W have no objection to this transfer date.
Basi cal |y equalizes the nunber of dates that each track
will have. And that, | believe, as M. Tunney will
i ndi cate, has sort of been the history of Northern
California until recently; is that correct?

MR TUNNEY: Correct.

MR, LANDSBURG It is sinply -- is there any ot her
reason or rationale for wanting to nmake this nove, just
out of curiosity?

MR TUNNEY: Peter Tunney, representing Magha
Entertai nment Corporation of California.

No. This is clearly just to equalize the

cal endar. What happened was when the arduous task that the

staff had to go through putting together the cal endars for
this year, it just got out of wack and wasn't tinely to
bring it up, and so we knew we'd adjust it later. Thank
you.

MR LANDSBURG Until the race dates comittee
cones back at session; right?

MR, TUNNEY: Well, we wanted to get it over before
that. No. (Unintelligible) the Iast of our
(unintelligible).

MR LANDSBURG I'msorry. Are there any other
di scussions with this request?

Can we entertain a notion to approve?

M5. MORETTI: I'Il nove to approve this notion

MR BIANCO | second the notion

MR, LANDSBURG Ckay. Second by Conmm ssi oner
Bianco. Al in a favor?

THE BOARD: Aye.

MR, LANDSBURG  Opposed?

I f everything were this easy, |ife would be
good (unintelligible).



MR. TUNNEY: Thank you.
And item 4, discussion and action by the

Board on the Application for License to Conduct Advance
Deposit Wagering from Youbet.com

M5. WAGNER: Jacki e Wagner, CHRB staff. Youbet has
filed this application to participate as an out-of-state
mul ti-jurisdictional wagering hub for the purpose of
advance deposit wagering. They are proposing to operate

seven days a week. Their hours of operation will be
approximately 7:00 a.m to 11: 00 p.m Pacific Standard
Ti nme.

Youbet contracts with Tel evi si on Ganes
Network, or TVG as we'll refer to it fromnow on. And
they use TVG s wagering technol ogy, and their automated
t el ephone applications for the acceptance of online
pari - nutuel wagers of horse racing on the foll ow ng
associations: The Los Al anitos Racing Association
Churchill Downs, which is at Hollywood Park, Del Mar, Los
Angel es County Fair at Fairplex, and Gak Tree Raci ng
Associ ati on.

There are still a nunber of items needed to
conplete this application. W have yet to receive a
contract with TVG W have yet to receive contracts with
the raci ng associ ations. W have not received horsenen's
approval s, nor have we received the $500 financial security
that is a requirement -- $500,000 financial security, which
is a requirenent.

Staff would recomrend that the Board defer
this application until we receive those itens.

MR LANDSBURG. Before |I ask for discussion, |I'd
like to nake a statenent on behalf of the Board.

(Readi ng) "These next four Itens on the
agenda represent an historic step in California racing
history. In a noment we'll undertake considerations and
del i berations centered on the licensing with advance
deposit wagering hubs to serve California.

Advance deposit wagering licenses, if
approved by the Board, will take their place as what sone
woul d call, absolute necessities to ensure California's
racing survival. At least that's what |'ve been told.

But we have a history of white knights who think Iike
(unintelligible), whose enactnents promise to rescue the
racing. First cane Sunday racing, then exotic wagering,
then offtrack wagering, license relief and then today's
si mul cast wagering. Sadly they only beconme hospices on
t he apparent road to racing' s dem se.

So history nmakes nme weary. | do want to see
ADWtakes its place -- | do not want to see ADWtake its
pl ace anong those tarni shed white knights. It's ny
fervent hope instead, that when and if instituted, it wll
be the turning point to a great future.

The Board's sworn concerns is the three-fold
protection of the California public, state of California,
and lastly, the California racing industry, and all of its
conponents. |In preparing for ADW the Board
representatives found willing and abl e assi stance from
virtually every part of the industry. The regulations for
ADW wer e pronul gat ed, di scussed, sent to AOQ., and


https://Youbet.com

received back in record tinme, and now, we arrive at the
cr ossroads.

The activities to ensure ADWtriggered a
| egislative for us to make it possible. There followed by
the CHRB actions, which created a path. A desire for ADW
has been evi denced by our current (unintelligible).

Pressure's building to get it underway. |If it is done in
sli pshod fashion, we will likely waste the pinup public
relations opportunity. By the time it's right we'll be

back to sinply cannibalizing in the entrenched
(unintelligible). So we nust |ead surely and confortably
into this new, brave new opportunity.

Is this going to be another slice-and-dice
or fan base? They are largely gray, tired and bent by the
(unintelligible) be careful.

The promise of ADWis the possibility that
racing will finally have the neans to pursue a new
audi ence through nass nedia, and the mass nedi a
presentation of our products. It should not be haphazard.
It should not be hit-and-miss. It cannot be given lip
service and then not delivered.

And finally, it might be intelligently
presented so that new fans can have a sinple and direct

framework in which to enjoy racing. It nust create heroes
and interest the people. That interest in the people are
the horses. So that the stands can fill with new

audi ences who enjoy the racing and the wageri ng.

So we nust first lead this (unintelligible)
new audi ence to our sport. |If ADWdoesn't supply the
engi ne, nothing wll.

| personally net with sone executives of
potential l|icensees. |'ve heard prom ses of new
(unintelligible). [1've also heard the grief conplaints
and statenents |auded by greed of self-interest. What |

haven't heard is inspiring visions of howto turn this
last corner. | haven't heard why deposit wagering can be
the salvation of racing. | haven't heard why and how
benefits will accrue to the State, the people of
California and the industry, and the thousands of
(unintelligible) as well as horsemen whose livelihood is
derived fromracing. So we'll now proceed to | ook at
what's bei ng of fered.

| for one, wanted to be assured that what we
are enacting is a rebirth and not last rites.

I will nowturn the agenda Itemto
Vi ce-Chairman Licht. |'mrecusing from considerations of
Youbet's |icense applications, since | once served on the
conpany's Board. | hasten to add that | resigned prior to

accepting the appointment to the CHRB, and for the record,
have no financial interest in the conpany.

Further, | nade no profit in
(unintelligible). In fact, | lost the noney. And for
pur poses of full disclosure, | |learned | ast week that one

menber of ny famly, ny sister, holds 100 shares of
Youbet, purchased years ago, and not sold. Because as she
said, it was too just too little to worry about."

Conmi ssioner Licht, | will now turn this over
and recuse fromthis.



(Commi ssioner Harris arrives)
MR LI CHT: Thank you, Al an
W' ve had the opportunity to review all of
the applications with respect to Youbet, which is our

current agenda Item The nunber one concern is the
financial security. There's been no evidence presented to
us of the $500,000 bond that's required. 1'd like to ask
Ron Luni ewski or soneone from Youbet to address

t hat issue.

MR WOOD: W need to reflect for the record
also M. -- that Chairman -- that M. Harris has
(unintelligible).

MR LUNI EWBKI: Ron Luni ewski with Youbet.com Roger
an answer to your question, we subnit -- just to give you
alittle history of the bond i ssue and on the other
out st andi ng i ssues.

We believe that all those were solved and it
was just -- these things are sinply a matter of tining
but we do appreciate that the Board and staff had noved
wi th such speed on this thing, and a | ot of, the quote,
paperwork is catching up

The bond, in particularly, we filed our
application on 11/15. It's saying that we do a letter of
credit. On January 17th, we received word back that
doesn't work. You need to put up a bond.

We have now subnmitted a bond and it is our
understanding that sinply the condition is to fill out the
paperwork and B of A will have the noney there within 48
hours, and we sent it to you guys on the 17th. So | think
we have a disconnect there, but we are prepared to solve
that today. That's not an issue.

MR. LI CHT: Well, | read the letter from Bank of
Anerica, | believe, that you are tal king about, the
January letter. | don't think it says it's an

uncondi ti onal assurance that they're going to post the
bond for you. And also the law requires us to have --
actually to have that bond in hand before we can approve
an application, unless your reading of it is different
t han m ne.

MR LUNI EWBKI: M understandi ng was and -- candidly,
Roger, | didn't focus on the details, but what ny | ega
counsel told nme is that it was unconditional, and that the
CHRB could call it now, we have the -- we still own
interest on that noney, and you will be notified if we try
to do sonmething with that, you know, which we obviously
never would. | nean, |look the bottomline if this is the
first we heard that, we'll just do whatever, quote, a
regul ar bond is, ASAP. That's not an issue for us at all

W were just trying to, you know, do

what's in the best interest for everybody. So that's --

MR, LI CHT: Ckay. There's also a second issue
with respect to the contract with the racing association.

| understand, fromreadi ng your papers and

talking with you, that you have basically a sublicense from
TVG.  Now, again, | haven't seen any docunent that
straight out says that it's -- that it is a consent by TVG
to allow you to use their contract with a racing
associ ati on, nunber one. And nunber two, and | don't
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think we have to get to that today, is -- | don't see
anything in the law that gives you the authority to

basi cal | y sublicense soneone else's rights and bootstrap
your application that way into approval.

MR LUNIEWBKI: Let ne give you -- once again, on the
request for the TVG contract, we received that on Monday
and we sent the contracts out. W brought several copies
of the contracts with us because we recogni zed that was an
i ssue. The actual contract itself.

And | do want to note that when we did
submt our application, the TVG contract was in the
application, although it was within our second quarter
filings. W nade that docunment public. So the Board has
had that since 11/15, but we do recognize it was buried
and que' d.

That said, the broad framework with the TVG
relationship, is that TVG has signed relationships with
you know, tracks such as Los Alamtos, Del Mar, Qak Tree,
and Santa Anita, that are tenure in nature.

TVG granted us licensing rights to that
content being the signal and the wagering, honoring under
i nteractive platforns.

The racetracks have signed consents to that
whi ch we have subnmitted to the Board, saying that the
racetrack were fine, that they consented.

Un once, again, Roger, just thinking |ast
m nute, we al so have received opinion fromour counsel
Christian, Jacobs, MIler and Shapiro that those -- the
way we've done that, the sublicensing giving consents from
the racetrack, they don't see any issues that are

statutory or legal in nature.

So we believe we've solved that issue on --
on regulatory issues. On top of that, we're working with
all the horsenmen groups, and to date we received a letter
that we literally just got last night fromthe Quarter
Horse fol ks and we're in discussions the Thoroughbred
Owners of California and we're very optimstic that we can
get sonething done in just the next couple of days.

MR, LI CHT: And the last issue that | have is --
and nmaybe TVG needs to answer this, is in TVG s
agreenments with the tracks, | didn't see anything
specifically that granted the right to sublicense or their
rights to another hub. So | guess you're saying basically,
that by law, the contract will be assignable provided that
that race association consented to it?

MR, LUNIEWSKI: I n which they've done, that's
correct.

MR, LI CHT: Then I'mcorrect there's no specific
clause in the agreenent that allows for assignment in

MR LUNIEWBKI: You're probably correct that TVG wil |
have to conment on that. | wouldn't know.

MR LI CHT: Coul d you John or Mark?

MR WLSON: M. Chairman, Comm ssioner Licht.

MR LI CHT: Pl ease identify for the --

MR WLSON Yes, Mark W/l son, Chief Executive
Oficer of the TVG

There's an i ssue under the contract as to
whet her or not we have the rights to do an assignment. W



didn't choose to view that issue froma |egal perspective.
We sinply went out to our track partners and asked themto
consent to the relationship, and those that did. Youbet
has the rights now to take wagers on their races.

MR LUNIEWBKI: So once again, Conm ssioner Licht,
back to the point is that -- (unintelligible) quickly we
do have the correct consents that there would be no
statutory requirenents, which is maybe a timng issue.

MR LI CHT: Any conments from any of the other
comi ssi oners?

MR WOOD: Ron, do you have a contract with
the MEC or Santa Anita Group at this tinme?

MR LUNIEWBKI: No, | do not.

MR WOOD: Do you have a contract with the
horsenen' s associ ati on, thoroughbreds who are racing at
Santa Anita at this tine?

MR, LUNIEWSKI: No, that's why -- | do
(unintelligible) just to clarify -- um and | et nme make
sure | -- Youbet.comholds a license in Oregon. And then
we are basically on a vendor relationship with Magna who
holds a license in Pennsylvania. |'mhere seeking a
license for the Oregon |license that | have because that's
the license | have. The Santa Anita content is not
avail able there, as we all we know for business reasons.

Un the TOC, we sat for the first tine with
John, Drew and Ron Charles on Saturday. They nmde a
proposal. W countered to that proposal, and you know,
and as | spoke to John last night, | understand if we can

sinply we can get it on a table, we can get a deal done.

| want to nmake one thing clear, we have a
record for this, it's always been Youbet views that the
horsemen -- you know, the content is king and the horsenen
drive that content; and we believe that, you know, at a
m ni mum wi th ADWthe horsenen should renain whole, and we
think that with Youbet.com especially the out-of-state
wagering that we can really help these guys.

Once again, it's just, you know, we're
trying to catch up to this. W were alittle bit
(unintelligible) thinking maybe we weren't going to get a
license until February or March, and then frankly, it was
like | ast Tuesday or Wednesday, we started realizing that
this was going to happen and started trying to catch up to
all these folks. And that's why | think the four
outstanding itens are related to, just sinply that.

MR, LI CHT: Have you done any studi es on what the
i mpact of your service mght be on California | abor and
how many jobs might be |ost or gained to Californians as a
result of Youbet?

MR LUNIEWBKI: No, roger. W have not done anything

specifically, but if maybe you can bear with ne, and just
ki nd of give you a two-minute overvi ew of Youbet and just
our views and what we've |earned. Because frankly, we've
been in this business since 1998, and we're the | ongest
out there. W currently have about 20,000 subscri bers.
W' ve wagered over $250 million dollars through our
system

What we set out to do is sinply build the
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best technol ogy, the best platformfor the interactive
distribution channel, mainly led by the Internet today. W
believe that the interactive distribution channel for horse
racing is going to expand and ot her appliances, |ike
wireless will cone into play.

If you | ook at the Youbet product, Roger
and I'll get into that. | think that California we enpl oy
70 people in California today. As we grow the business,
we're going to grow nore people.

We're sitting here with a nmassive threat
from of fshore gaming. W have a | ot of our fans who've
gone of fshore, none of us are seeing any of that noney.

We are constantly conpeting online with other forns of
entertai nment, such as the NFL, baseball, fantasy sports.
If you |l ook at the Youbet product offering, quite frankly,
| think that we can really go after those two areas and
make a difference for racing.

Just let ne give you one exanple. This is a
hypot heti cal thing, but, you know, here's where we're
m ssing the boat. Kid graduates from UCLA. He's 22
year's old. He sat in his dormroom who's been seen with
hi s buddi es watching the U-2 concert in Dublin, Ireland.
Why? Because it's cool to watch U-2 fromwhere U2 cane
from Dublin, Ireland.

That nedia that he's using, the Internet,
is atransparent to him okay. He is a fantasy basebal
player. He's a statistical nut. He's playing baseball

We narket himcorrectly, which we know how to do. W make
a lot of mstakes. W've done a lot of things right
marketing to people. W believe we know how to reach
those guys. W can turn themonto horse racing in that
nmedi um Fast forward that 10 years now, he may be a $2.00
better. He may not be a bettor. He may be an owner. He
may be a big player. Well, we believe in that nedia. W
can reach those guys and we got the best products.

To indirectly answer your question, we did a
survey of our people -- it's coming off on about 20 nonths
ago, soit's alittle old -- but alittle over 20 percent
of our people said they've never been at a racetrack or an
off track betting facility, less than twice a year. So we
are beginning to reach the new fan. And that's why we're
excited about coming into California. W think there's
one gane for everybody.

As it relates to horsemen, | nean, we are
going to have to work together. 1It's going to be a
partnership. W're going to have to | ook at how the
nunbers are -- because |I'ma golfer, we're probably going
to adjust on the back 9. | nmean, you know,

(unintelligible) but that's our general approach and
phil osophy. And as | said, if you | ook at the four issues
that are on the table, we believe that every
one of those are solved today. And we're ready to go.
W're ready to after the offshore guys. W're ready to go
after the new fans.

MR HARRIS: | don't understand -- believe --

they're not really solved and you really don't have the
horsenmen' s approval today?
MR LUNIEWSKI: Well, we -- on the Los Alamitos side,



we have TVG consent and approval fromthe Quarter Horse

horsemen. W are working with the TOC. |'msure that
M. Van de Kanp will cone up and give his views to
where -- and he'll tell you that we're working in good

faith. And I'm-- you know, see what John has to say.

And the other folks that we've reached out to is the
harness side, the Cal -Expo. W've got a good rel ationship
with those folks.

MR, LI CHT: | think that, from-- speaking from
nysel f personally, |I'mnot confortable approving the
application if it's not conplete in full as it is. |
woul dn't reconmended that we turn down the application

but | would -- ny personal recomendation is that we would
defer it until the application is conplete. And
obviously, 1'd Iike to hear fromthe other conm ssioners

with respect to that.

MS. MORETTI: Excuse ne, M. Chair, | would agree
with youu M -- | certainly agree with our witness
here, that the notion that the threat of these offshore
hubs coming in and taking noney away from California, was
certainly one of the reasons why | think the |legislature
and the Governor were interested in passing the ADW But
at the sane tine, ny attitude is that there's just too
many issues here that are unresolved and | would not want
to rush into anything until everything has cone in in

terns of what we've -- all the work that's gone into
putting these applications together. They need to be
filled out before we can approve them

MR, LUNIEWSKI: | agree with you, Conm ssioner
A suggestion woul d be though, that we feel as though that,
you know, literally it's paperwork, and sone are between
this table and that table. And, you know -- but if we can
val idate the bond, it seens to the biggest outstanding
issue, we're ready to go. Maybe we can delegate to the
Executive Director

MR HARRIS: | think one issue though is that we
have a whole group of interest in racing that need to be
abl e to understand what's going on before we proceed. W
just quite aren't there yet. | think everyone should get
somet hi ng goi ng, but we need to really have to conplete
applications so the public in large can really review
bef ore we proceed.

MR, LI CHT: The bond is really a very
important thing. That was one of the things that we put
forth as one of our key regulations to make sure that the
betting public and the tracks are protected from
deterioration of the pool

MR LUNTEWSKI: | then will express ny frustration
there. W brought our application on 11/15. W were
notified on January 17th, that the line of credit -- |I'm

sorry not on the 17th. Novenber, we were notified on
January 17th that the letter of credit didn't work. W
noved forward in great haste to solve that issue. Thank

you.
MR HASSON: | can uh, answer sone further
questions on the topic.
Joe Hasson, Youbet.com Joe Hasson
HAS-SON | can answer sone further questions on the
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issue with the bond and financial security, if you w sh.

MR LI CHT: | nean, as far as |'m concerned
personal |y, and other people (unintelligible) because the
law is very clear, it is has to be a bond, period. It
doesn't say financial security, | believe and --

MR HASSON: Well, they're other financia
security. That's what it says.

MR LI CHT: Right. So what are you afraid -- what
are you worried about?

MR HASSON: Vel l, what we did when we were
notified on the 11th of January, that it's, you know
(unintelligible) letter of credit was insufficient. W
i mredi ately proceeded to resolve the issue. W contacted
sone insurance agents. W found that bonds woul d take
several weeks. So we decided to just put up the noney.

We contacted Bank of Anerica and asked themif they could
facilitate that, and they said they could.

Un | contacted the CHRB and asked themif a
CD, Certificate of Deposit would be sufficient collateral
and they said, yes, it would be. W inmmediately proceeded
to have Bank of Anmerica put together the paperwork, and we
forwarded that paperwork to the CHRB on January 17th. W
just need to have it signed, and then we can get this

certificate put together and -- as collateral. And
obviously, if you go through the agreenent in you're --
and CHRB's a party to this agreenent, and Bank of Anerica
is the internediary to nake sure that you're notified and
this collateral is protected.

And if that wasn't sufficient, you know, give
us sone guidance on what is sufficient, so we can post the
CD, and we'd nore than happy to conply, inmediately.

MR, LI CHT: Roy, can you address that.

MR WoOD: Well, | think they need to | et John
answer that question. | think we discussed that with
them John Reagan, and | do believe that we were told
today, that prior to this nmeeting that the bond woul d be
brought to us and be delivered, but it's not here.

John; isn't that correct?

MR, REAGAN. Yes. The docunentation that was
forward to us required a countersign by the CHRB, and it
was a several page docunent, |egal ese, and we were not
prepared to sign that docunent.

MR, HASSON. We understand, you know, give us some

gui dance here and we'll deliver the things that you have
asked for.

MR, LI CHT: Well, we'll be happy to that, but John
will work with you. |'mnot speaking for John, but

certainly in the direction from-- neet with the Board to
work with you to try and get your application

And | believe Ron said that you really only
anticipated getting your |license by February or March

anyway, that's why sonme of things are late, so | guess
that maybe your anticipation will come true.

MR, HASSON: | hope so.

MR VAN DE KAMP: M. Chair, John Van de Kanp of
TOC. | wanted to step in here, at |east conment about the
application of Youbet, and | don't differ, | think, with

your reconmendation



But | would like to just say that our TCC
conmittee that's been nentioned, M. Couto, M. Charles,
and nyself visited with M. Luniewski, at their site. Spent
sone time with them In fairness to them Ron approached
me down in Tucson, | think it was, or thereabouts, about
trying to work this thing through.

We regard Youbet's product as a distribution
channel. W belive there should be many distribution
channel s. The problem and | get back to what M.
Landsburg has said, is that they tend to play to existing
betters. At the sane tine they' ve devel oped one of the
nore sophisticated Internet |ike products and there's sone
potential. | don't want to put this in black letters, but
to -- as M. Luniewski said, perhaps get some new fans into
the gane before basically Internet oriented.

Al'l that aside, as TOC approached all three
of the entities, who'll be here this norning, we nade a
decision that we would try to price the different entities
based on what we thought their |evel of distribution was.

| mean, if you renenber, the novie "Jerry
MGuire," "Show nme the noney," basically, was -- renmenber

Cuba Gooding's statenents in that? W' re saying, "Show us
the distribution.” Because we fully agree that
distribution is king here, and has to be broad.

We have an audi ence of 22 million adults in
California that we've been provided the opportunity to
reach. We're not, frankly, very happy with any of the
proposals that we're going to see today, in the sense that
they are getting out there to the maxi mumextent. W al so
bel i eve though that they're probably -- we need to get a
start. W need to encourage these groups to get going,
and to develop that kind of distribution and we've come up
wi th proposed short-term agreenments that can be adjusted
if that distribution expanded.

Wth respect to Youbet, we have had friendly
di scussions, | think, with M. Lenesky, and we are apart
right now, but we're willing and we tal ked about this in
the last 24 hours, to go back to the table, and certainly
in the next nonth and see if we can work somethi ng out
that's fair to the people that we do represent, the
horsemen of California. And so | think that's about al
that could be said at this point.

MR, LI CHT: Well, | would Iike to encourage Youbet
to work with John Reagan and with TOC and sol ve these --
what we see as missing or what | see as nmissing issues in
your application and to update the application for our
next nmeeting. | think the areas are obvious with the bond
or the financial security. The TOC, and the uh -- being
the agreenent with horsenen, and the assignment or

what ever you're using as your contract with a live race
nmeet, to make sure that's really clear and understandabl e
to all of us in advance of the neeting.

| mean, any comments fromBill?

MR BIANCO 1'd like to just want to find out what
the state of California's econony right now 1'd like to
find out just how nany jobs you're going to create in the
state of California, or how many are we going to, you
know, |lose in the state of California?



MR LUNIEWSKI: (unintelligible) just to be clear
We are currently headquartered in California. | guess, as
| mentioned before, we enploy 70 enpl oyees.

The macro answer is, as our business grows we
will add nore people, as it relates to running our
operations, including custoner service, what we call racing
operations and the software devel oped. So we'll certainly
enpl oy peopl e there.

We have seen in our past operating history
that as it relates to the current fan, we increased our
frequency, but we don't detract fromthemgoing to the

racetrack. People still like going to the racetrack, and
you know, socializing on a Saturday and Sunday. So we
don't necessarily believe that there will be any inpact to
t he racetracks.

If you |l ook where | work today, I'min
Whodland Hlls. |If it's a Wednesday, and | want to place
wager, |'ve got to drive to the Ventura County OIB or
Hol | ywood Park. You know, it's probably two-hour round
trip. I'mjust not going to go, but if | can do that
while I'min ny office, I'll do that. So that remains in
the increased frequency. And we believe that we woul d
actually lift the overall jobs in racing because | am a
horse raci ng conpany.

MR, LI CHT: Wll, 1'd like to have the

Board -- | don't need if we need a notion, Tom to defer

ruling on this application to our next neeting so the
application can be updated. Do we need a notion for that
effect or do we just -- okay. Ron

MR, LI CCARDO  Good norning. Ron Liccardo of
Pari - Mut uel Enpl oyees of California. Everybody -- we have
four itenms listed here needed to be conpl et ed.

MR LANDSBURG. Pl ease use the mcrophone, Ron.
can you get to it? Thank you.

MR, LICCARDO Lower it for ne. They have four
items listed. | don't see the itemlisted where it says
it has to satisfy provisions of AB471, that says anything
about | abor.

Now, | don't think it says in there that
| abor has to be adjusted on the back nine after everything
takes place. | believe |abor should at |east be tal ked
to, and we should know what is in the future for jobs or
what is in the present for jobs for us, not to be adjusted
| ater on.

So we're vehenmently opposed to Youbet.com s
application. Thank you.

MR BLONIEN. M. Chairman, ny name is Rod Bl onien

representing the Los Alamitos Quarter Horse Racing
Associ ation. Mst of the conversation this norning has
dealt with the Thoroughbred situation

I would like you to focus on the Quarter
Horse part of the coin. W have an agreenment w th our
horsemen on behal f of TVG and Youbet. Dr. Allred has
al ready consented to the assignment and we would like it to
begi n as soon as possi bl e.

We woul d respectfully request that you
consider granting a limted |license, so that they could
t ake advance deposit wagers on races enanating from Los



Alamitos. And Further conditions of the |icense on
satisfying requirenents relating to the bond.

As you know, M. Licht, that you spent a | ot
of time, staff has spent a lot of tinme trying to nmove this
along as fast as we could. It would seemthat it would be
good to continue to nove it along. | think the
requirenent as it pertains to Los Alamtos is technical
It's inmportant, and | think they can provide you with the
surety that you need, and we would ask you that issue a
limted Iicense for Los Al, conditions on them giving you
the surety that you need. Thank you.

MR LI CHT: | appreciate your coments and | don't
think the aw gives us that latitude, at least that's
ny reading, Tom | think it requires certain -- there are
certain requirenents we have to fulfill. Again, 1'd |like
to defer this application. 1'd like to hear a notion
unl ess sonmeone with a contrary opinion is (unintelligible).
MR hARRI'S: | nove that we table it to the next
neeti ng.

MR BIANCO | second it.

MR, LI CHT: Seconded? All in favor?

THE BOARD: Aye.

MR LANDSBURG | abstain

MR, LI CHT: Ckay. We'll do the best we can to
encourage the staff to work with you to nmake sure

everything is conplete for the next -- right, John?
MR, REAGAN. Absolutely. (unintelligible)
MR, LANDSBURG. Thank you. |'mnow back to feeling

confortabl e about talking.

Qur next is the Item5, Discussion and action
by the Board on the Application for |license to conduct
Advance Deposit Wagering by 2014 Del aware |Incorporated, a
whol | y- owned subsi diary of Magna Entertai nment Corporation

MR LI CHT: 20, 000.

MR, LANDSBURG. So 20,014, sorry. Jackie would you
give the staff report.

M5. WAGNER: Jacki e Wagner, CHRB staff. The
application before you is fromthe 20,014 Del aware
I ncorporated. They have filed an application to function
as a California multi-jurisdictional wagering hub or
California hub. |If granted the termof the license is two
years and that will begin once the application is
approved.

It should be noted that staff did receive
docunent ation effective 1/18, January 18 of this year. The

20, 014 Del aware | ncorporated has changed their nane to
XpressBet, that should be noted for the record. They're
proposi ng dates of operation from January 1 through
Decenber the 31st inclusive. Their hours of operation wll
be during all tinmes races are run, which could be up to
24-hours a day. Their hub will provide services for the
foll owi ng associ ations: LATC at Santa Anita; Capito
Raci ng LLC at Cal - Expo; Bay Meadows Race Course; and
Paci fic Raci ng Associ ation at Colden Gate Field.

The anal ysis in your package indicates
outstanding itens. 1'd |like you to know that we have
received the contract with the racing associations. W
have received the contract with Mountain Mrrow Raci ng



I ncor porated, the Washington Trotting Association. W
have received the contract or Letter of Intent with Track
Play LLC, and the gentlenen that needed to be |icensed by
the California Horse Racing Board have i ndeed been
licensed. This norning we did receive Horsenen's Approva
fromthe TOC concerning this application. And we just had
one concern, and that concern was for the period of between
July 28th through 29th is not covered in the agreenents.
At this point staff would recommend that the Board hear
from Magna.

MR WOOD: We do have that bond?

M5. WAGNER:  Yes.

MR LANDSBURG Can we have sone discussion. |Is
there di scussion of this -- | have a nunber of things |
would like to say, are there audience discussion first?

Qur prine concerns -- |'ve indicated once
before, California has the opportunity to lead racing into
the survival world of the 21st century.

If California racing can sonehow join forces
to share individual dreans of wealth and create and this is
where | feel that we are -- we may be in a position to mss
the boat. Unless we have concentrated prograns and nedi a
exposure that will bring excitenment into racing to a new
generation, we should not go forward. |f we do have the
ability to create exposure based on what we're doing here,
then | would look at it differently, but it is stil
exposure of this Board, beyond the limt of the people who
are in those stands. And | would like to hear from
representatives of Magna how and what the distribution of
that signal wll be.

And while you're preparing, please talk to
us. Be sure you talk to us. Because we're concerned on
behal f of the people who work -- all the people who work
around racing, all of the |abor union people who work
around racing and we have a concern for them because they
are part of our constituency.

MR LIEBAU. M. Chairman, mnmy nanme is Jack Liebau
President of Magna and California Operations.

As you know, or as you've been advi sed, our
application has been filed and all of the items requested
by staff have been delivered today. Magna urges the
i censing of every advance deposit wager provider that
satisfies the requirenents. W believe that the California

resident will be best served by conpetition in the
mar ket pl ace.

Today | have with ne several people from
Magna Entertai nnent Corp, which | would like to briefly
i ntroduce. They are Jim MAl pine, who's the
President and Chief Executive Oficer of Magna
Entertai nment; Ed Hannah, who's the Vice President and
General Counsel of Magna Entertai nnent; Andrew Gaughan
(phonetic), who's the Vice President of New Media
Initiatives; Bill Ridgens (phonetic), who's the Senior
Vi ce President of Business Operations and Affiliate Sales
of MEC TV; and Mark Gregory who's the Director of Player
Rewar ds; and we have Jessica Anderson who's the Director
of California Advance Deposit Wageri ng.

Wth that | would like to turn the



m crophone to Jim McAl pine, who, as | indicated, is the
President and Chief Executive Oficer of Magna
Ent ert ai nnent .

MR, LANDSBURG. | woul d be happy -- | would just
like one clarification because you tal ked about, you know,
your agreement with TOC and the horsenen.

In part, nunber one, why is the agreenent
stopped on COctober 31st or Novenmber 15, which would be --

MR LIEBAU. Right. The negotiations with TOC
they expressed the view that any sort of agreenent shoul d
only be for one year. | don't know whether that's the
sane principle with respect to all other applicants. W
t hought that the Novenber 15th, deadline, which is a

result of when the Bay Meadows neet concludes, would be a
better cut off date because it would make sure that we
have adequate tinme to negotiate a renewal of the agreenent
with the TOC.

MR, LANDSBURG. Wbul d John Van de Kanp conmment,
just for me, because when | see an exception in his
signature saying subject to execution and delivery of
definitive agreenent, is that what that word is?
can't --

MR VAN DE KAMP: That's correct. Yeah. This
agreenent that was arrived at this norning, cones as a
result of discussions that have taken place really since
Cal Cup day back in Novermber. And essentially the offer
that TOC nade was accepted, in ternms of his econonic
terns. And there are sone other provisions that woul d need
to go into the contract that we are in basic agreenent
upon. | think M. Liebau can confirmthis. And it needs
to be put into of sort typical contractual |anguage. What
is a definition of a territory, for exanple, which is
there and sonme of the pieces that we have received from
them But that needs to be placed in nore of a forma
ki nd of agreement. That's what we neant by that. | do
not believe that the parties are apart.

One of the issues that cane up was if
they' re taki ng phone bets on track, then they shoul d be
treated as an on-track bet, and we're agreenment on that.
And that's been stated many tinmes and that needs to be
pl aced in the agreenment, and so the Horse Raci ng Board

knows that and there's protection for all concerned.

"Il be glad to speak in a minute about the
econom c terns of this, so people understand that. But
with respect to this date, we decided that we shoul d have a
short-termcontract with everyone. And this is not
i nconsistent with that notion. Because we believe that
there is so nmuch that's going to change in this coning
year, as they get up, as their distribution expands or not,
the changes in law here in California, as well as
el sewhere, that may take place, that will affect how we
proceed in the future. So that is the reason for that,
because we wanted to give this a chance to get up, if the
terns were right and if we could protect California's
horsenmen; to make sure this is a plus for them and
believe that this agreenent, as I'll explain in a few
m nutes, we think we have.

MR LANDSBURG: Thank you. Jim |'msorry | didn't



mean to hold you (unintelligible) but --
MR MCALPINE: No problem M. Chairman. |It's

i mportant you get all the verification you need. And I'd
like to just maybe nodify your introduction of this is a
neeting of Need and Greed. W characterized it and
think you used the word yourself, as a neeting of
opportunity.

We're very excited to be here at this
t hreshol d of what could be the new day for horse racing in
California.

As you know, we have becone a significant

pl ayer in this business just over the |last three years, and
have invested over nore than $300 nillion dollars in racing
in California and considerable sunms to devel op the
technol ogy to conbine our live racing content with what's
needed to go forward in the technol ogy area for the future.

We congratul ate you and your group, your
conmi ssion and the enpl oyees on getting to this day
because there was a | ot of speculation that, in fact, we
woul dn't be here on January 24th. So congratul ations on a
[ ot of hard work.

Also I'd like to congratulate nmy own team and
Jack introduced nost of them but they too have put in
countl ess hours over the last two or three nonths to nake
sure that we are here and prepared today.

And finally, I'd like to congratul ate the
TOC because of the negotiations we've had. They've been
constructive. W didn't always agree, but in the fina
anal ysis we were able to strike a deal which we think does
respect all issues you' ve raised in terns of enhanci ng
racing in California and ensuring that this is not an
exercise in cannibalization, but as M. Van de Kanp wl |
expl ain when he outlines the econonmics. |In fact,
California racing will not |ose anything, even if it
turned out to be cannibalization, which we fervently do
not believe it will be.

| have taken the liberty of putting together
just a couple of overheads because | thought with this big
a group today, it might help to just give a quick overview

of where we're at in this process and what we've
acconplished to date. So if you'll bear with ne, 1'd |ike
to refer to the slides.

(Video Presentation)

MR MCALPI NE: Basically, what | want to tal k about
is MEC s account wagering experience. MEC s California
Account Wagering Qperational and Marketing Plant and MEC s
Di stribution status.

First of all, many of you know, that earlier
in 2001, we acquired a conpany called Ladbrook at the
Meadows (phonetic), and together with that conpany, one of
the assets we got was Call-A-Bet, an account wagering
systemthat has actually been in operation since 1983.
It's one of the |ongest standing account wagering systens
inthe country. |It's basically alive teller and
aut omat ed t el ephone system

Today that conpany has 27,000 current active
custoners, and we have an experienced account wagering
managenment team W al so provide the administrative



services or back office for Youbet's activity through the
Pennsyl vania hub. And in total, we handled $132 nillion
dol I ars of wagering through that business in 2001

During this nonth, we have | aunched our new
brand for Call-A-Bet. It was referred to earlier, it's
XpressBet, and that's now the name of the applicant this
norning. And also this nonth, we |aunched XpressBet.com
our online wagering platform

XpressBet on track marketing and sal es

centers have been built and established at all MEC tracks
in California, and they will be open and operational the
nonment that you tell us we can be in business.

This is just a denonstration of our new
| ogos and branding for XpressBet. This is just a picture
of what you see when you go to the Internet wagering
pl at f or m

We have introduced live race video stream ng
t hrough our Internet platform W've contracted with
wor | d | eadi ng broadband vi deo stream ng service provider
Digital H ghland, and all MEC content streamvia
XpressBet.comand all MeEC tracks will be included.

Digital Hi ghland has nultiple-server
| ocations across the U S. and what that enables us to do,
is it enables us to provide better quality service to our
custonmers. They're not all comng to one |ocation, but
they're going to different hubs across the country.

This is a picture of the account wagering
center that has been installed at each of our racetracks,
just to give you a sense of what it will look like. And we
have devel oped the on-track nmanagenent and trai ned staff has
been hired to market and sale ADWto California horse
raci ng custoners.

In the Spring of this year, we'll introduce a
new, state of art, voice recognition system and |I'd |like
toif I could, just quick you a quick exanple of this
system There's a |lot of technology that's been devel oped
around the world and we've actually searched the world

| ooking for the best technology to serve our platform

I"mgoing to play a bet call for you.

(Presentation on Audi o)

MR MCALPINE: That's actually a live bet being
transacted. The mail voice was the custonmer and the
fermal e voi ce was the machine. You night wonder what the
accent is, it's neither American or Canadi an. Because the
conpany that devel oped this technology is an Australian
conpany, and they're in the process of teaching their
conputers to speak -- call it North American English as
opposed to Australian English and that systemw || be
avail abl e and up and running on our platformin the next
coupl e nont hs.

In terms of MEC s TV programm ng experience,
sone of you may know that we have a racing channel, called
t he Meadows Raci ng Channel that runs 12 hours, daily, year
round, providing horse racing, distributed to 650,000 hones
in Western Pennsylvania on anal og cable. W also
br oadcast that same show six hours, weekly on DI RECTV to
12 million U S. hones.

In California we produce Santa Anita Live.
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A daily, one-hour, live, horse racing broadcast on FOX
Sportswest 2, which is distributed to three mllion cable
honmes across the L. A basin. And it's produced by our
production award wi nning teamat Santa Anita.

We're also participating in a private
satellite horse racing service being | aunched by Roberts
Comuni cations Network, Inc. The conpany is not going to

be called NEWCO TV, they're in the process of registering
the nane today, so |'mnot at liberty to say what the
conpany's nanme is, but it will provide eight channels of
horses racing. The service has actually been | aunched
today, and it's in the free previ ew node through the end
of February. As far as our involvenent in this channel
we will provide two |ive horse racing channels and one
live odds channel, out of the eight channels being

provi ded, as well as the video streanming. This channe

wi || be produced out of our Bay Meadows facility.

W' ve al so added to our staff -- as you know
this is a conplicated business and in order to nmake sure
that we not only have the right technol ogi es, we've gone
around to nmake sure we find the right people to get the
j ob done.

We recently added to our team actually a

fellow naned Bill Bridgen. Bill's here with us today.
He's the Senior V.P. Business Operations and Affiliate
Sal es of our division called MEC TV. Bill's a former V.P.

Affiliate Relations of FOX Sports Net and FOX Cabl e
Networks located in L.A.  And we are today actively
negotiating cable and satellite (unintelligible) deals
across the U.S. with our initial focus being in California
for the MEC TV channel s.

We are 100-percent conmitted to horse
racing. It's the only thing we do. And we're 100- percent
conmitted to horse racing in California. W believe that
this is an opportunity for us to expand the custoner base.

This is not about taking the same customer and recycling
them t hrough a new system This is about growi ng the
busi ness. The di scussions that we've had through these
negotiations with the TOC and the couple of things that
were nentioned as it required to be in the definitive
agreenment, | think reflect the seriousness of our interest
in pursuing this opportunity. W are not trying to
canni bal i ze anybody's business. W're trying to grow the
busi ness and we're conmitted to growi ng the business, and
we' ve made a financial arrangenment with TOC that we think
reflects and respects that objective.
Thank you M. Chairnan.

MR, LANDSBURG. Do you have other conments from
your group?

MR MCALPINE: No, not at this point.

MR, LANDSBURG | believe M. Van de Kanp
prom sed a vision of the financial arrangenents that have
been proposed.

MR. VAN DE KAMP: M. Chairman, as | said a few
m nut es ago, and again, John Van de Kanp of TOC, we
approached each of these entities pretty nmuch on their
distribution. | think as you see here -- where they're
going on television remains to be seen. They seemto be



establishing, and | applaud themfor this, at the |east
programthat will eventually get themon television. |
think they'll find as TVG has found, that it is hard to do
that. But that, and this is where | fully agree with M.
M. Landsburg, is the nane of the gane for the future of

California horse racing.
As we approach this with them we wanted to
nmake sure that this was all upside for California's

horsenmen. That they were protected adequately. |f there
was to be cannibalization that the rates were such that it
was all upside. | think that the agreenment that we

reached, will do that. According to the nunbers that
Wl son Shirley (phonetic) has provided to nme, based on the
contract that has been agreed upon this norning.

A California ADWwager on a California race,
wi || produce over 5.9 percent to purse revenues here in
California, which is essentially equivalent to what a
California on-track bet would be for Wn, Place and Show.

A California ADWbet, this is from
California and betting on an out-of-state race, would
produce 5.437 percent, which is above what you woul d
get -- what we would get in terns of purse revenues from
an off-track bet at a sinmulcast facility here in
California. And | think the biggest change in all, that
really reverses where we had been for many years, is what
happens to the out-of-state bet on our race or races.

Today we get the paltry sum at the end of
t he day, about 1.6 percent on the average for an
out-of-state bet on our races. And indeed Californiais
in that export. W sent sonething like four tines as nmuch
noney, in the sense out of state as we bet on out-of-state
races here. And the result is that nost of the handle on
those out-of-state bets on our races is kept there, not

her e.

But under the agreenent that we reach, we
woul d have a very substantial host fee that produces
virtually doubl e what we woul d get today from a sinul cast
bet fromout of state. But nore inportant than that, once
we get beyond the territories that are defined, there's
about 25 nmiles fromthe effective racetracks with any
agreenments that MEC has, there would be no territoria
access fees, and the rate we would get back in California
in those situations for purse revenues would be 5.6
percent.

| did sone quick arithmetic and I had to do
some hypotheticals, but it's going nean for us in
California, in terns of Purse Revenues, two to three tines
as much as we get today from sinmul cast betting that takes
pl ace out of state on our races.

We're very adequately protected agai nst any
type of cannibalization by this kind of economc
agreenent, and we believe that this is only an upside for
us. W also would tell you, without getting into the
exact nunbers, that we have encouraged MEC to primarily
focus on the California racing market. And so what they
get as an ADWprovider will be nore for bets that are
pl aced by Californians on our races or out-of-state people
betting on our races. That is intended to provide an



i ncentive towards pronmotion of the California racing
product, both within the state and out of state. W
cannot tell you at this point whether that will work or

not, it's going to be up to MEC, but they have great
incentives to make it work, and |I'm pleased with the
presentation that they nade today. That they really
intend to focus on California, and as well they shoul d.
Because the narket that has opened up here, is such an
enor Nnbus one.

But | think the inportant thing to remenber,
at least in terns of -- for the horsenmen today, this is al
upsi de, and we're pleased that the agreenent was reached
this norning. And | think we seemto be in sync on the
definitive agreenent.

MR, LI CHT: John, the 1.6 percent that you say
cones back, that's what comi ng back with a purse from out
of state, it's about the three and half percent, 3.2
percent, | guess it would be?

MR VAN DE KAMP: |It's about three-and-a-half
percent because the State will take eight percent,

breeders get three percent we get -- we still get the
track -- what's left over. But this is not the figure
that I'mtal ki ng about today -- any where from 100 to 200
percent.

MR, LI CHT: What about the termof the license --
this is really for JimMAl pine -- what if -- what nakes
your interpretation of the law that you don't need a --
an agreenment with the horseman for the I ength of the
license, we would |ike the license to be two years.

MR MCALPI NE: There have been owners in
California that their offer was restricted to one year, on

the basis that | andscape as they put it, would probably
change within that year. W have no objection to that.
And we woul d have no objection if the license was linmted
to one year or conditioned -- I'msure it would be granted
as a two-year license that the Iicense would be

condi tioned upon the agreenment with TOC bei ng renewed for
the period of the license.

MR, LI CHT: And then the other issue that |
have to discuss, and |'mdefinitely inpressed by Ji mand
Magna' s presentation about the grow ng business of new
custoners in California, and having the California
broadcast site at the Meadows, but this NEWCO TV that we
tal ked about, or you tal ked about, and it sounds
wonderful, but where is going to be? | nean, is it going
to be on any satellite? Is it going to be on Dish
network? Is it going to be --

MR MCALPINE: |'m going to ask Andrew Gaughan, Vice
President of NewV Initiatives to answer that question,
pl ease.

MR GAUGHAN: Yeah. Wat we're -- what we've done
is Roberts has a lease in place for a satellite on Gal axy
(unintelligible) on the (unintelligible). 1In fact, it
used to be TRN, TRN Direct. So there's approxi mately
3,000 custoners out there that have access to this program
effectively today are view ng the racing progranm ng,

i ncludi ng the MEC product on that service. So we're going
torun it as a free view through the end of February and



then they will be a subscriber to the service thereafter

MR HARRIS: That's like Galaxy 3 is a big dish
satellite, we're not really tal king about a, you know,
horme, snall dish satellite?

MR GAUGHAN. No. In fact, M. Harris, it's a snal
dish satellite. |It's comng off the cave side, soit's a
hi gh- powered satellite, and the TRN direct antenna is
under a neter in size

M5. GRANZELLA: Can you tell me what
a (unintelligible) is?

MR GAUGHAN. It's a -- you know, it's a technica
term it's -- it's an indication of the waive length size.
It's essentially a snmaller waive length to satellite
service --

MR, HANNAH  Paul Hannah, General Counsel at MeC
Al of the HBO product is transmitted off that.

MR HARRIS: Could | -- nmy main concern is could a
California custonmer sign up for sonething and get it?

MR, GAUGHAN: Yeah. The footprint of the satellite
is across the United States. So anyone in California can
subscribe to the dish and receive the service.

MR LI CHT: Well, I"'msatisfied with the financia
negoti ations that TOC had with Magna, but to nme the
essential elenment is a conmercially reasonabl e neans of
di ssem nation of the product. | nean, | think that's
really critical to expanding the fan base. And |I'm not
satisfied at this point. |'d like to hear nore from you
about how you're going to generate new fans through -- |
nmean, sonebody that you -- you anticipate a new fan is

going to buy this second satellite to put in his hone, to
wat ch the races? How do you intend to do it?

MR GAUGHAN: | think the answer to the new fan, and
we' re aggressively pursuing this, we are -- with Bill
Bridgen on the Board, we're in active negotiation with
MSO s for digital carriage of our channels on a broader
base --

MR, LI CHT: What's an MsSO?

MR, GAUGHAN: Ml tiple system operator

MR HANNAH  An MSO -- Ed Hanna, General Counse
again, an MSOis the factory name and AT&T a charter, a
cost. It's a nultiple cable distribution system

MR GAUGHAN: So we are, as | say, pursuing a
carri age of these channels on a broad distribution basis,
so that the general public and the new fans can receive
t he program service going forward.

MR, LANDSBURG. At the nonent though, it's a bit
off. Wyuld you say you have no agreenents in place, it
does give that carriage. |If you | ooked at your
(unintelligible) -- I want to go back one step, before we
go onto that.

Pl ease Jim explain this on-track wagering
platformthat you are constructing or have constructed at
your racetrack?

MR, MCALPINE: Basically, it's a marketing tool
It's a booth that's going to be enabled with
conputer termnals. |It's a sign-up station
(unintelligible) that were interested.



MR, LANDSBURG Wsat's a sign-up station?
MR MCALPINE: W got the capability to train them
there on how to use the Internet and how to use the

t el ephone, and so that's basically the purpose of -- to
begin the market. W'I| also be able to market satellite
service fromthat station, and it will be the focal point

at our California racetracks.

MR LANDSBURG. At your racetrack you're not going
to be encouragi ng people to buy your selective service,
but it's not a betting station, is what | understand --

MR MCALPINE: No. It's not a betting station
No, it's not a betting station.

MR LANDSBURG: And therefore, with these purse
breakages you don't really have to -- or do you have to
worry about people sitting at their tables, taking out
their cell phones and calling your wager in?

MR MCALPINE: Well, put it this way, you don't
have to worry because, in fact, the bet doesn't produce
| ess for the horsenen and that's the key part of the
agreenent we signed.

W are so confident in this, M. Chairnman,
and our confidence isn't just based on pie in the sky.
This is what we believe. [It's based on honest experience.
| should have introduced ny teamnore fully, but Andrew
Gaughan, Mark Gregory at the back, and Jessica Anderson are
three forner enployees of the Interior Jockey C ub who
pi oneered this same sort of business up in Canada. And
t hey' ve seen what happens with the introduction wth

account wagering in a new environnent, and in that
specific exanple, there was not canni balization, there was
absolute growth. And we're so believing in that that we
were prepared to give the sort of guarantee we've given in
this deal TOC. A pricing nmechanismthat insured, if we
were wong, the horsenen nake out the better

MS. MORETTI: Could you address for us what where
we night be on growh for jobs with these new conpani es at
the new facilities?

MR, MCALPINE: Sure. |'d be happy to. W have
decided that the place to put our hub is California. W're
not putting this an Oregon hub, we're not putting it
anywhere else. W're putting right in California. It
wi Il be operated through the Bay Meadows tote.
nmentioned that the Bay Meadows production facility will in
fact, becone the production facility for our TV
production. So there will be jobs created as that grows.
There will al so be technol ogy investnents because we'l
want to upgrade that technol ogy over the years going
forward. There will also be a requirenment to add staff,
not just marketing staff, but that's what we'll be doing
initially and we've got several people brought on staff
and enpl oyed to work the booths, to market the product,
and so we see growth, and we expect this business to grow
dramatically, and as it does the people we need to enpl oy
will be here in California.

MR, LANDSBURG Talk, if you woul d, address |aunch
timng. And we're sitting here at January 24th, as far as

California goes. |'mnot concerned with the rest of the
country. |I'monly concerned with getting our nessage out



to Californians and back from Californians in every
respect, the horsenen, the |abor pool, and the genera
publ i c.

MR MCALPI NE: W have -- expect, subject to you
granting us license, to be in business tonorrow marketing
this account wagering system W' ve got trenmendous of
nmarketing material devel oped. W've got a full sign-up
kit devel oped. W have -- got an advertising canpaign
ready to launch through the industry nedia. W have
direct nail prograns ready to |aunch through the major
comunities in California. So we're basically ready to
run as of tonorrow norning, and we've conmtted severa
hundred t housand dollars, close to a million dollars to
get that off the ground virtually inmediately.

MR LI CHT: us.?

MR MCALPINE: U'S. Al our nunbers are in U S.

In fact, | can tell you that when we | aunched XpressBet,

for instance, which we |aunched about a week ago, it's the
same nanme across the country. CQur Pittsburgh hub, within a
day and a half, had 473 new custoners. So we think we
know how to market. W think we know how to get out there
and we nove the needle pretty quickly, and that's what

were excited to do here in California.

MR LANDSBURG. You're -- | think for a nonment,
just need a redefinition of "hub," because |'ve understood
hubs to be a nunber of things. W're talking about (A a

broadcast hub, what about the betting hub will be --
MR, MCALPI NE: The betting conpany at Bay Meadows,

MR, LANDSBURG At Bay Meadows.

MR, MCALPINE: It will be run through the tote
systenms at Bay Meadows. That's right.

LANDSBURG And it will be totally autonated?
Yes?
MCALPI NE:  Yes.

LANDSBURG  Total |y aut onmat ed?

MCALPI NE:  Yes.

. LANDSBURG. That doesn't help -- oh, sonebody
standi ng behind you (unintelligible) --

MR, LI CHT: (unintelligible) need to be job wi se.

MR MCALPINE: It's a total (unintelligible) system
that is certainly manned just as the tote systemis at any
ot her racetrack.

MR, LANDSBURG. Well, | asked if it was autonated
in the sense, is there -- are there human hands on the
buttons, is what | neant by it?

MR GAUGHAN: On the tote systen? They're the
nornal tote --

MR MCALPI NE: Right.

MR, LANDSBURG. -- in addition to what you
currently have at Bay Meadows?

MR HARRIS: |s there a phone bet conponent or is
it all --

MR, MCALPINE: No. There's a phone bet conponent
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to assist you.
MR HARRI'S: The operator's (unintelligible)?
M. MCALPINE: The phone bet is an autonated,
t ouch-tone phone systemor it's a voice activated



t el ephone system | showed you the new voice-activated
technology that we'll launch in the next couple of nonths.
MR LANDSBURG: Wth a |ive custoner service

backup?

MR MCALPINE: Yes. There's a |live backup

M5. GRANZELLA: And it's live backup to the unions?
The (unintelligible) unions?

MR MCALPI NE: The back office support will be
handl ed t hrough t he Pennsyl vani a operation. So the
California business is the hub, the total hub in Bay
Meadows, it's the production facility at Bay Meadows, and
it's the marketing and ontrack grow h of enploynment in
California.

The tel ephone system actual ly enpl oys very
f ew because nost custoners choose to have the automated
side because it's nmuch faster and when you actually see
the experience in Australia with this technol ogy, and
you' ve heard the voice exanple, that's really what people
want to do. They want -- they're interested in getting
the bet placed correctly and quickly, and they view
technol ogy as the way to do that rather than an active
human voice. That's no different in sone respects to what
t he banks are doing today that you pay your bills, and
talk to the machines.

MR, LANDSBURG  You've got sone (unintelligible)
you're talking (unintelligible) W all know about that.
Ron, do you have sonething add to that?

MR LI CCARDO. Yes. Ron Liccardo of Pari-nutue

Enpl oyees of California. | think either | have sonething
incorrect or you're not hearing it quite the way I
understand it. | don't know | think Jack will clear it

up right away, I'mpretty sure. The CallBet or XpressBet
will be sent back to Philadel phia. The signal cones back
to Bay Meadows, and goes into a tote system not -- the
bet is not being called to Bay Meadows, | don't believe;
is that correct, Jack?

MR, LI EBAU. Wat do you nean?

MR, LICCARDO Now. Not later on, but now?

MR LIEBAU: |I'mw th you Ron (unintelligible)
cl ear.

MR, GAUGHAN: W set up (unintelligible) two tote
of fices and the one in Bay Meadows will accept all the
bets, both through the automnated tel ephone system and the
online system all in the Bay Meadows tote here in
California.

If the custonmer has an issue and dials up --
hits zero and wants to talk to a |live custoner service
agent, they end up in the adnmnistrative offices back in
Pennsyl vani a. That happens very infrequently. | know
this first hand, from ny Wodbi ne (phonetic) days, where
it was a conpletely automated system Once they're in the
system they toggle around, place their bet, and nove on

But all those bets take place in California, fromthe
California up.

MR, LANDSBURG. Does that explain to you, Ron?

MR LI CCARDO. That explains part of it, yes. And
as you said so, (unintelligible), |I believe earlier, we've
been on many thresholds in California to save raci ng and



bring new innovations, this is, |like you said, another.
Al'l the past history ones, |abor has been in favor for and
| abor hasn't done quite so well with.

As of yesterday, we have been negotiating
with M. Liebau for some possible jobs on track, not to do
with the hub. Because the hub as we understand and the
law, which is AB471, indicates the union (unintelligible)
hi storically does the job closest to the racetrack, gets
those jobs. That would be | BEW New York Local 3. That
woul d not be us. So we were trying negotiate with M.

Li ebau to get sone jobs on track. And until we have sone
ki nd of an agreenent with M. Liebau and Magna, we have to
be opposed to the licensing of this application also.
Because right now, we have absolutely nothing in the
State. The jobs would go to sonebody else if there are
any other jobs.

Thank you, sir.

MR LIEBAU. Can | speak to that, please. | think
that we all realize that this bill, advance deposit
wagering coul d not have been passed without the ful
support of the unions, and in particular Local 280.

So when we tal k about jobs, we have to | ook

at what is resulting fromthis. The basic agreenent that
was entered into between the tracks and Local 280 provided
themwith the security that they didn't otherw se have and
al so conpensation that they didn't otherw se have.

There is a Sunday premiumthat was paid to
sone nutuel clerks, but not all of the nutuel clerks. It
was agreed that all mutuel clerks would be eligible for
that Sunday prem um provided that they had this sufficient
nunber of days.

There al so was a system at the tracks where
t he rmutuel manager would put out a call for so many peopl e.
If by chance the regulars didn't show up, and it started to
rain and we knew that we did not need that many mutue

clerks, we did not have to fill that call. W now have to
fill that call with replacenent people.
Most i nmportant of all, the union received for

the first time a manning clause, in the event that our

conmi ssions renain the same as they were in 2001. They are
assured as many man hours as they had in 2001. So there
are sone jobs there.

Wth respect to the jobs that M. Liccardo
has just mentioned, | have to say that this is sonething
that has been on the table fromthe very beginning. M.
Tunney and | net with M. Liccardo and his associ ates
about two nmonths ago, and advi sed himof the possibility
of these jobs being available. And |I'mafraid there was
sone sort of misunderstanding in that M. Tunney and
went away fromthe neeting thinking that because there

were only a few jobs, and the jobs paid in the

nei ghbor hood of $12.50 an hour, that they weren't
interested in those jobs. It has subsequently turned out
that we were msinformed and given the wong inpression
and they are interested in those jobs. W have continued
to meet with them W have given an undertaking to the
California Horse Racing Board that we will conply. That
we will fully conply with the provisions of AB40 and 471.



And in this -- and I'm sure, as has been in the past
because | think we have a history of a very good
relationship with Local 280, that we'll work it out.

In event that we are not able to work it out,
we are willing to submt that issue to the California Horse
Raci ng Board for binding arbitration. And we can think of
no better Conm ssioner to be the arbitrator than our new
Commi ssioner, M. Sperry, which |'msure has to be
acceptable to Local 280. Thank you.

MR LI CCARDO. What M. Liebau alluded to was the
agreenment of the ADWBIiIl 471. The provisions that were
agreed upon were only tenporary provisions. Those were
spel l ed out exactly to say, for only the length of the
contract. Now, we obviously know that contracts are only
good for the length of the contract anyway, but they
wanted it known, that it's only for the I ength of the
contract. So our sunset -- they're ADWdoes not sunset as
(unintelligible) in the contract. They go on. Qur ends,
our agreenent on Sunday prem uns, on replacing the clerks
and on the -- | forget what the third one was -- the

manni ng cl ause.

MR, LI CHT: But the license is only two years so
there isn't a sunset there.

MR, LI CCARDO What's the chances of themup and
runni ng spending 10's of mllions of dollars to get this
thing rolling and maki ng noney and you're refusing them
having it any |onger?

MR, LI CHT: Very good

MR, LICCARDO | appreciate that then, sir

MR, LIEBAU. M. Liccardo, with your |eadership
t he union has never taken a step back as far as
conpensati on.

MR LI CCARDO. Thank you very much. | appreciate
that. Yes, sir, | only have three years left and then |
retire. But to answer M. Liebau on -- when we discussed

earlier, which was Novenber 29th, the night before the
CHRB neeting in Davis, we subsequently filed a grievance
with themin Tucson, Arizona. And we got a letter back
fromthe Labor Relation Director, Richard A Hughes, that
we woul d sit down and di scuss these jobs, and negotiate
some kind of classification. W have yet to do that,
except for yesterday, when we sat down yesterday. So
there was a followup to it to show that we were
di ssati sfied when we canme about it or we weren't happy
wi th or m sunderstanding that we may have had at our
neeting in Sacranento.

MR, LANDSBURG. Wanna tie ny shoe?

MR LICCARDO. | mean, we -- we -- that's not our
under standi ng that we turned down those jobs. | don't
think you'll ever hear Labor turning dowmn a job. W're

willing to renegotiate. W're willing to talk about, to
try and upgrade a job, but not to turn down a job. That
wasn't our inpression at all when we left that neeting.

MR WOOD: Ron, how nany jobs are invol ved?

MR LI CCARDO. W have no idea. Right now, we
don't know how nmany they're hiring for this kiosks that
they're going to running for these -- uh, of training
people. | don't think M. Liebau is too sure of how many



jobs there are because soneone else at MEC is handling
that. But we're just looking for any jobs that we can
possi bly get out of it.

MR LIEBAU: | think that |I'm now determ ned that
we're tal king about 10 jobs or thereabouts. The law, as
I"msure you're famliar with, requires that
classifications that have previously been unionized would
continue to be union positions. W think that there's
serious questions as to whether these positions fall within
any classification that is now subject to Local 280.

However, notw thstanding all of that, we
went to themat the very beginning, there was a
m sunder st andi ng. W now are in discussions with them and
we' ve always had a good rel ationship with them and have

been able to work things out, and we're willing to subnit
it to binding arbitration in the event that we aren't.
So, | nean, | don't think there's a problem

and we're tal ki ng about 10 jobs, and we're tal ki ng about

not whether they are 10 jobs. W're tal king about whet her
they're going to be 10 union jobs, and there's nothing
wrong with that because nostly everybody at our facility
is unionized. But we're not -- we're not tal king about
t hese jobs not existing.

MR, LICCARDO W also show that there's jobs
out -- has to be jobs out in (unintelligible) satellite
i ndustry. Because sonebody is going to want to sign up
Fresno, and how they going to sign up in Fresno, a person
(unintelligible) they can sign up at Santa Anita, they

can't. | guess they have to do it over the tel ephone, but
they don't do it over the tel ephone in Santa Anita, but
they'll be doing at the kiosk and | earning on how do the
bets. \Wereas, we take all the other satellites, | assune

t hat maybe not the real snall ones, but the |arger ones,
the Del Mar with 18 to 20 clerks working that has 1,800
peopl e there. There nay be sonebody live they' re signing up

people so that's why we feel like there may be nore than
what's on track at Santa Anita.
It might be also -- how nany peopl e you have

signed up people another entity who'll be putting your
application |later on today, which would be TVG there nay be
j obs over there people signing up for those also. So
that's where we're headed at, |ooking for some kind of
enpl oynent for our nenbers.
MR, LANDSBURG It's a serious question Jack and
it's a serious question for us to consider as part of the
i cense.

| need to know that we have a tinme limted
in order to get in -- since you wanted the Board Menber to
be involved, the tine to be Iimted anmount of
renegotiation or continuing the negotiations and the
| arger plan from Ron as to what kinds of jobs that you do
rather than hold this long, long neeting and be able to
nmove it forward, limted in nunbers of days?

MR LIEBAU. Right. | would suggest that subject
to Conmi ssioner Sperry, if he was in fact, going to get
volunteered for this, that his intervention, if we want
tocall it, could be triggered at any point in tine by
M. Liccardo.



MR, LANDSBURG. Well, | think we need in front of
this Board, a greater sense from Ron and from you, what
ki nds of jobs we're tal king about, what kinds of union
arrangenents can be nmade, and that would fall to M.
Sperry, Comm ssioner Sperry, if he is willing to undertake
it, if he's not we may find another volunteer in the
audi ence.

MR LIEBAU. Thank you.

MR SPERRY: Thank you, sir

MR, LANDSBURG. Therefore, | think you need within
a nunber of days that | have both positions set out so
that M. Sperry knows what he is arbitrating. And at the
noment, it's hard for himto know.

MR LIEBAU: No question. W're willing to do it
three days, five days whatever nunber of days you want it.

MR, LANDSBURG. Be careful (unintelligible) |eave

that to the parties to determnine the days.

I will take your comrent in a nonment. | had
one question here. GCh, | know what it was.

We never did conplete, Andy. |If you are to
go into business tonorrow based on a Board approval, how
many people would you be reaching in any sense of nass
nedi a? Tonorrow, in California?

MR GAUGHAN: | nean, that's always a hard question
to answer, but | can tell you that we have an extensive
marketing |aunch plan in place, which includes --

MR, LANDSBURG. No, that's an architect rendering
for developnent. | don't want architect renderings. |
woul d I'i ke specifics. How nmany people can you reach if we
said go tonorrow?

MR, GAUGHAN: Well, we can certainly reach al
of the customers that attend our racetracks tonorrow.

MR, LANDSBURG. No, | was tal king about a nedia
openi ng where you coul d get people who haven't been to the
racetrack, where you won't be cutting up those people
again, to put themon tel ephone wagering booths. | would
like to know, how nany people you feel you can reach? You
have agreenents. They are in place and you're noving
f orward.

MR, HANNAH. Ed Hannah, CGeneral Counsel again. At
the imediate tine, the nedia reach that we have woul d be
t he 650, 000 hones that the Meadows TV channel passes in
West ern Pennsyl vania. The 12 --

MR, LANDSBURG. But that's not California. I'm

tal ki ng about California.

MR HANNAH | just wanted to -- because that's the
sane channel --

MR LANDSBURG. |'mtalking about California
first?

MR HANNAH  That sane channel is on DI RECTV for six
hours a week, so it would pass every Californian hone.

MR, LANDSBURG That six hours a week doesn't cover
your racing?
HANNAH: DI RECTV, no.
LANDSBURG: So racing, live racing, the
excitenent of racing --
HANNAH  There's --
LANDSBURG: What do we have?
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MR HANNAH  -- there's 3,000 world subscribers to
the satellite service. [|'mnot sure of how many are in
California, but they woul d have access, and the other nass
nedia that we have is through the Internet, which
basically is available to every honme in California that
has a PC and an internet connection.

MR MCALPINE: And in ternms of marketing, not only
will we be doing the nedia advertising, the direct nai
pi eces that | tal ked about, but wi thin our own different
conpani es, we have a nunber of web sites and every one of
those web sites will also be pointed to XpressBet. So
that we'll be accessing all the custoners who day- by-day
visit our web sites, and nany of those people are not
peopl e today who cone to racetracks.

MR GAUGHAN: And, M. Landsburg, the other thing
forgot to nention is the Santa Anita |ive programthat
runs one hour daily in the L.A basin to three mllion
hores.

MR LANDSBURG. Post for five races. After five
races.

MR GAUGHAN:  Yes.

MR, LANDSBURG kay. W have a nunber of
comment s.

There is no way -- when di nner cones around,
"Il let you know when we are going to have a break, but
until then, this is too inportant a nonent in our tine, and
inracing's time to just by it because we're tired of
heari ng people speak. So it's going to go on as long as
you want it. If it bores you, I"'msorry, but it is too
i mportant. W have comments coning fromthis gentl enen.

MR, GLEASON: Thank you. Larry d eason
representing the Concerned California Horsemen G oup of
approxi nately a thousand owners, trainers, jockey's,
et cetera.

We our very concerned. W totally support
t he openi ng statenent of Conmi ssioner Landsburg. This is
a great opportunity to grow our business in California,
not to cannibalize it, not to make it easier for the
regul ar bettor, the regular horse track or to wager a
little nore or a little |ess.

W want to see how we are going to grow the
busi ness. And growi ng the busi ness, we as owners,

trainers, jockeys, will all increase our revenues.
G owi ng the business will also increase jobs out on the
racetrack. W don't want to see cannibalization --
nothing is nore depressing than going to the racetrack and
seei ng, you know, 4,000 people at Santa Anita or at the
Hol | ywood Park and it's uh, totally depressing. You can't
bring a new person out there and have them feel enthused
or excited about it because it |ooks like a dying business
to them

So we're very concerned about Magna's nain
thrust, which we hear is just to market to their regul ar
customer. They're going to market at the racetracks, so
anyone who's going to the racetracks will be able to sign
up so that when you don't go the racetrack, you're going
to bet there any way. W really want to see -- we also
think it should be easier for soneone to bet. There



shouldn't be three different systems. They shouldn't have
to being going through their dial, |ooking for various
channel s of who they can see and where they can race, or
where, what and how do it. W've got to nake it sinple
for a newguy. |It's just a matter of how we're going to
grow a new fan base? How are we going to do that, and
that is going to increase our revenues. Uh, whether we
get the sane anount off track or on track, it really
doesn't matter. We've got to find a way for bringing new
people into this business.

And that's what we're very concerned about.
We don't think marketing to the fans that go now to Santa

Anita, or Golden Gate or to Hollywood Park or anyone is --
that's just -- we have them already. Were are we going
to get the new bettors fron? Were are we going to get
the new fans fron? W haven't heard anybody here really
address that portion, that's our nain concern
Thank you.

MR, LANDSBURG  Thank you, M. d eason

MR, MCALPI NE: Maybe | can try address that
qui ckly.

MR, LANDSBURG. No need for quick, let's get it
right.

MR MCALPINE: No. | didn't mean that
di srespectful ly.

VWhat we have done, and we agreed with this
gentlenmen that the real challenge is getting new custoners.
A lot of things that we have enbarked on over the | ast
three nonths is the tremendous anount of research, we've
done focus groups here in California. W' ve done focus
groups with bettors. W've done focus groups with
non- bettors. W' ve done focus groups with wonmen. W' ve
done focus groups with nen. W' ve done focus groups with
di fferent age brackets to try to determ ne how do we go
and get those custonmers. Those focus groups have cost us
hundreds of thousands of dollars.

We're taking that research to the next step
to devel op a marketing program Wth outside narketing
experts who will be good at growi ng retail businesses.
Because in our viewthis is like a retail business.

MR, LANDSBURG  Anyone who worked with K-Mart?

MR, MCALPINE: No. W haven't gotten to those
people. But we seriously, have undertaken a great deal of
research, and we too our commtted to the new custoner,
which is why we do direct mail drops. W're not solely
tal ki ng about existing custoners.

But we al so believe, and our experience
tells us and the previous applicant nmentioned as well that
there are many horse players who will go to the track a
certain anmount of the tinme. That's not the only tine
they'd like to place a bet. There are other tinmes they'd
like to place a bet, and these services will give them
access to place that bet legally at those times. And that
will be increnentally handl ed. And again, we've seen
enough from sone of these other jurisdictions, that we
bel i eve this.

MR LANDSBURG. | believe that a new bettor wl |l
nmake new i nroads. | believe that reaching that new better



with the best of all possible marketing prograns, wll get
you somewhere between two and three percent returns.
That's been the probability.

The distribution systemthat gets us out into
the public, so that you can say to a much |arger, 22
mllion adults in California, is what we have to reach
Now, that's all well and good to tell nme about a marketing
program but you're going to reach one-and-a-hal f maybe
two percent, and | don't know how nany of those are going
to become custonmers. If you really want to relate it,

it's probably one percent of them

But based on past marketing experience, what
| try to nake clear is that we are here to issue you a
license. W look to ADWas a possible way to help this
i ndustry, but if what we're doing is sinply |ooking at a
very small potential custoner base because very little, if
anyt hi ng, has been done about outreach, then | have grave

warnings to you. |'mnot happy.

As an individual Commi ssioner, | am not
happy. |'munhappy. Because you are not nmaking this
busi ness known -- there's two generations that don't know

this business. Two, not one, but two. They don't know
it. They have no idea what the fun and joy and

excitement -- they don't heroes. They don't know the
horses. They don't even know where the racetracks are.
So sitting here and telling ne that we'll get all this

advance deposit wagering noney, and | want to say to you
that | applaud the deal that you've been nmade with the
horsenen. | think it is groundbreaking. | think it's
what | ong been needed for horsenen, we new noney was
comng in, otherwise we're going to die out there on the
vine as horsenen. But | really must insist that sonmewhere
there is a way to communicate with a |larger public using
this lever, this ADWIlever as a way to get there. Because
if we don't, we're doing a
di sservice to racing and we're doing a disservice to the
peopl e.

So | want to nmake that clear based on your

description.

MR MCALPI NE: And again, you know, | don't think
anong the applicants anybody frankly, has a greater
interest than we do. W' ve invested three hundred million
in physical assets in California where the races are run
So we definitely want to bring nore people to the tracks.

MR LANDSBURG. | applaud that. | just don't like
t he mechani sm at the nmoment, which we're being asked to
put into effect to make Greek salad, out of -- with a due
respect to the Geeks. To nake a chop salad -- to nake a
chop sal ad out of the audience. And | hope that we can
take them out of the cob salad (unintelligible).

So |I've now said ny piece, there are other
peopl e who want to speak, and | nust |isten

MR, BADOVI NAC: My nane is G eg Badovinac,
B-A-D-OV-I-NNA-C, aprivate citizen. | do want to
comend the Board for its outstanding work on this of the
set regul ations that you passed. The staff worked really
hard. | nmay disagree with one part, but you all did a
really great job getting this out in record tine.



The problem | have with the three
applications today, and |'mnot here to oppose or to
support any of them is nowhere will one account cover
every racing association in California. There's is
not hi ng on the proposal here that will allow nme, a horse
racing fan in California, existing to make a bet on the
bul k of the Northern and Central California fair circuit.

In the current proposal before you, the | ast

line of page 1 says that because there is no contract for
the bul k of August, they will be ineligible to accept
advance deposit wagering during, you know, late July to
|ate August. Well, what's that going to do for ne who's
got an account with them should | choose to operate with

them First of all, I"'mnot going to be able to bet on
anything in California, so even if | can bet through the
system if it's legal, I'mgoing to be betting on

non- Cal i forni a races.

W need to be able to have nmultiple entities
conpete for the consuner's business, where one account wll
take care of, naybe not every racing association, but at
| east the bul k of them

QO herwi se we're going to have a probl emt hat
when Magna's tracks finish their season, and if a new
person comes out and they go to one of the other
associ ations, they call up and say, "well, we can't take
your bet." That's going to turn off the new peopl e that
the Chair is seeking to get. So we do need to, you
know -- everybody's got a business interest to grow up
their conpany as best they can, but we need to |look out to
the fans, so that, you know, you don't need two accounts.

MR, LIEBAU. M. Chairman, just so it can be noted
and M. Korby is here. W are in discussions with the
California Association and Racing Fairs, as you operate
the fair races on a nonexclusive basis. And | would hope
that they will result in that XpressBet cover the fairs
during the sunmmer.

MR, LANDSBURG  Thank you

MR HALPERN. Ed Hal pern, California Thoroughbred
Trai ners.

M . Chai rman, Conmi ssioners, we have submitted
letters to the Board and | would ask that those letters be
included in the record, as opposed to reading those
letters in the record.

(Letters submitted to the Board and are
attached hereto.)

MR, HALPERN: First, we would ask that any action
be deferred, pending a full review of all the terns of any
contracts that affect the horsenen or affect racing in the
state of California.

Thi s Board has been appointed as the
guardi ans of the industry, but that is not neaningful,
until there is a review and an understandi ng of the terns
and conditions of the individual contracts that nay affect
raci ng.

I"mcertain that you will agree that approval
of license agreenents that create a new formof wagering is
not just a mnisterial act. The ADWconcept is a newborn
and it's incunbent on the Board to see that all of the



details are subject to public scrutiny.

| believe the Board would be derelict inits
duty if it did not review these agreements. The fact that
the contract, an issue with this application was just
signed this norning, has not been seen by the Board, has
not been seen by ny organi zati on, and by the way, we

represent 800 trainers who own thousands of horses in this
state and have had no say in this agreenent, and al so have
had no -- prior to last night, have had no indication of
any of the possible terns of the agreenent, and even as of
t hi s norning have no know edge of the terns of the
agreenent that was proposed by the TOC. That was all Kkept
secret until this norning, which does not help us, and
don't think it will help the imge of racing or the inmage
of the Board that a secret agreenment is approved at the
last mnute, without tine for review by all the parties.

Secondly, |I'masking that -- we're asking
that no licenses be granted until an agreenent is reached
with all horsemen and that includes horse owners who
happen to have a trainer's |license, horse owners who are
spouses of trainers, and trainers thensel ves.

As | said, these parties own a very |large
percentage of the horses racing in California. And as you
know, they're currently excluded fromthe process.

As detailed in ny record -- I'msorry, in ny
letter, we'd object to any approvals, as we believe such
approvals would violate the Interstate Horse Raci ng Act,
and be violative of the guarantees of due process and equa
protection.

Sone agreenents are covered by the Interstate
Horse Racing Act, and others are so steeped in interstate
comerce and state action that basic constitutiona
provi sions cone into play. The opportunity to be heard.
The opportunity to understand. The provisions of the

agreenents between the parties.

Whenever Horsenen's Approval is required, the
current systemfails on a constitutional basis. This may
wel | be the greatest thing that ever happened to horse
racing. The deal that was rmade between Magna and TOC naybe
aterrific deal, but at the nmonent we don't knowit. It
may even be too good to be true. W don't know all of the
details of that contract. And apparently, fromwhat the
parties have told you, they don't even know all the details
of the contract.

It was pointed out that the contract's not
conpl ete because we haven't defined what is a territory.

There's an issue of accepting a phone bets on
track and that they will be considered on track bets not
phone bets. How is that to be enforced? What provisions
in the contract let us know that we're protected in that
situation? Wthout review ng what has been agreed upon, we
cannot know any of these details. And therefore, we would
ask that you take no action on these applications today.

MR, LANDSBURG Thank you. My | ask a coupl e of
qguestions out of you. One, you ask that your letter be
put on record, but I'mnot sure that they're two letters
fromyou. Is it January 18th or January 23rd?

MR HALPERN. Thank you. | would ask that both



January 18th and January 23rd, both, both be put on
record.

MR, LANDSBURG. The two letters will be put on
record.

Now, has there been any di scussion since you
| earned of this about -- we had discussed at great |ength
your letter and your conplaint. That did not go unheard,
M. Hal pern.

MR HALPERN. And thank you, and | appreciate that.
MR LANDSBURG In trying to define the | egal basis
for the conversation, it goes beyond the expertise of
i ndi vi dual busi nessnen.

W' ve asked the AAG to look at it, the
initial reading is that within in California you may or
may not have a constitutional right or legal right for
outside of California, you mght have, you m ght not. |
don't want to be the arbiter here.

| would ask that because we are trying to get
together as an industry that you now know that there is a
proposal out in front, that you nake it your business to
di scover that because you have the right to discover that
proposal and to bring it to your group, to the CIT. |
agree that you should have known sonething, but as to
having a legal voice in it, |I cannot discuss that. | don't
want to go into it because | think it's far too conplicated
for us to nake that determnination

So | can't order you to be part of the
negotiations as far as California is concerned, but | can
respectfully ask that if we're going to conme together as an
i ndustry that you and your organi zation be made part as a
gesture of goodwill to the rest of the industry, to what is
going on. And that your conments be taken into account.

| have um-- | appreciate your com ng
forward. | understand the plight. | understand the |ega
grounds. And | don't understand why there wasn't
conmuni cation with you, but that will remain to be heard
by this Board throughout this day, so there will be nore
to be said about this. And thank you for your conment.

MR, HALPERN: Thank you. | appreciate the conmmrent.

MR, LI CHT: I"'msatisfied with the deal points of
the letter between TOC and Magna, and | don't think that
there's nmuch wiggle room | think that the horsenen are
adequately protected froma financial standpoint.

I"d like to hear TOC and from Ed regardi ng
this idea of the dissenination of the product. To nme the
i ndustry obviously is a highly regulated industry, as such
we have the discretion to do what's best for the industry.
Best for the industry, of the fans, the horsenmen, the |abor
and the State. And | really do think that TOC s
negoti ations create a fair platformfor the wagering dollar
with the horsenen.

VWhat I'mreally concerned about is this
di ssem nation notion. | think that TOC and CIT shoul d and
this concerned fan group should express their -- and
concerned owners group should express their opinions on
t hat area.

MR HALPERN. Not having been privy to what went on
in the contract negotiations, |'mreally at a loss to give



you much hel p, except to say that we certainly support the
wi dest possi bl e dissem nation, whether it be done by -- is

your question in reference to whether it be done by one
organi zation or --

MR LI CHT: No, just a general question, if
you feel that Magna's proposed distribution is
comercially reasonable in the sense that we justify the
i ssuance of the license to then?

MR HALPERN. What | understand of Magna's proposed
distribution, it's very limted. And, you know, froma
busi nessnan' s point of view, since there are other people
out there who are willing to give us a nmuch broader base

of the dissemination, I'"'mnot confortable with the fact
that we'll be getting into a situation where we are very
limted as to the audi ence that we'll be presented to.

MR, LANDSBURG  Thank you. Excuse ne, John just
for a second.

We've all been sitting for alittle over two
hours, which nay make sonme of us edgy just to get a break
So I'mgoing to take the next three people and then hold
further, and ask the Board that no discussions will go on
anong the Board nenbers concerning the deliberations that
are going on, so that we continue deliberation after a
break. But we will take the three comrents.

MR, VAN DE KAMP: Do you want to take those three
first, 1'I'l (unintelligible).

MR, LANDSBURG. You're one of the three, John -- or
do you want to hold your --

MR, VAN DE KAMP: |'Il be brief. Sinply to say, if
I were an architect of the grand plan, what is

going on here today is not the optinmum W' re not
reaching 22 nillion people fromany of the providers.
We're basically getting a start, and the pricing with
respect to Magna and MEC who is, in a sense, based on that
notion, but the short-termnature of the contract is to
act as an incentive so they get up and they get broader
di stribution.

Basically, the legislation that was passed

was vendor-neutral. And unfortunately, the parties have
not been able to get together, to exchange signals or to
prevent, | think as the witness said a few nminutes ago, to

have say, let say a single account that could be accessed
with respect to any race in California, which we believe
woul d be very much preferable; we would encourage MEC,

and TVG and Youbet to work together, you know, to do that
ki nd of thing.

But it seenms to ne, you know, that right now,
we're operating on a little different track. MEC wants to
get up. They want to conpete. And we're going to give
thema short time to get up and see how they do. And
think the sanme offer has been nade to TVG as well as to
Youbet .

So we're here not to oppose their
application today. W support it. That -- in the sense
that we think it's good for horsemen. That it's the toe
in the water. It's not as far as we'd like to go. But we
would like to see a |lot nore fromevery provider that's
here today.



MR LANDSBURG. Thank you, John

MR MORGAN. Good norning. M name is John Mrgan
and |'ve owned and operated a conpany call ed SoCa
Sport sbook, which is involved with Internet horse racing

and handicap. It has been for five years. And |'ma
prof essional horse player. The reason | tell you that, |
think you'll understand when |I tell you nmy comments.

First of all, before | start |I'min favor of
sonebody getting approved today. | haven't heard TVG so

I"mnot going to say who it is, but please approve
sonebody.

| think there's two issues that | have a
little problemwith as | sit and listen. And | understand
the concern to bring new players to the horse racing
busi ness. This isn't the answer to doing that. That
woul d be a whol e separate neeting, and we aren't even

close toit. | nmean, it's just not -- today isn't the day
to talk about new fans. This, in general, is going to
increase the fan base. |It's going to help if these guys
are on TV and can get on basic cable, it will help, but

the new fan issue, this is not (unintelligible).

The problemyou have today is that at the
break, I'mgoing to place ny bets on nmy cell phone.
They're going to Aruba. You have to understand that
because, since January the 1st, when this was approved
can't make a bet unless | go to the track or with
simul cast outlet. That isn't good enough. And there's an
awful |ot of people, like nyself, who are now betting out

of the country. W have substantial anounts of nobney now
i nvested out of the country that we're just not going to
pull back in. So as we all sit here, worrying about, are
we doing this or that, the noney is going out of
California and we need to have it here.

MR, LANDSBURG | just want to say to you that
Board shares your concern -- has in the [ast three nonths
done nore to investigate and find ways so that you won't
be able to or should not be able to continue your illega
activity, which is betting on the phone.

MR MORGAN. 1'd like you to do that. So far you
force ne to do that. See | used to be able to bet --
Decenber 29th, | could nake a bet.

MR, LANDSBURG. | haven't conpleted it but -- and

there's sonme in racing who unfortunately say, "well, at
| east they pour the noney back here through others
sources, and therefore, it's okay." It ain't okay. |It's

terrible. And we want it cut off. And we're going to
work to that.

So | thank you for that conmment, and just
know that this Board has al ready begun a process by which
we wll do as best we can within the law to cl ose down the
opportunity to bet offshore. Thank you.

MR MORGAN. My point is not about offshore
betting, it's about allow ng betting here.

MR, LANDSBURG That's what we are trying to
det erm ne

MR WYGOD: Marty Wgod of the

Chai rman of the, | guess the Concerned Horsenen's



Committee. I'ma little bit confused, so 1l'd like to
start of by just asking a few questions.

The first one would be to John Van de Kanp,
M. Van de Kanp, where are you?

MR. VAN DE KAMP: R ght here.

MR WYGOD: What is the net worth of this
Del aware Corporation that you recomend going into this
contract with -- the 200014, the current net worth as of
t oday?

MR VAN DE KAMP: | think you would ask this
(unintelligible).

MR WYGOD: Well, you're doing the negotiations
with them You are recommendi ng them You would have to
know the net worth, the balance sheet of the conpany you
are dealing with that you' re reconmmendi ng.

MR, VAN DE KAMP: (unintelligible).

MR WYGOD: What is the net worth?

MR, VAN DE KAMP: Make your presentation

MR WYGOD: Well, could you tell ne what
the net worth is of the conpany that you're dealing with?
Is it a dollar, $10, a thousand doll ars.

MR, VAN DE KAMP: M. MAl pine, do you want to
address that. And by the way, you know, M. Wgod has
i ntroduced hinself as a | eader of this organization. He's
al so a Board nenber of the Del Mar Thoroughbred C ub
which he's certainly entitled to. It's a real honor. He
is also contracted with TVG

So, you know, that needs to be placed in the
record, too, today. Because at Del Mar Thoroughbred d ub
has a contract with TVG M. MA pine, | think you can
answer the financial details on that.

MR MCALPI NE: XpressBet, Inc., which is the
conpani es current nane is a brand new conpany. |It's got
m ni mal capitalization, but is backed up by Magna
Ent ertai nment Corporation and we can provi de what ever
confort anybody needs to support that statenent.

MR HARRIS: Well, what is the logic of having that
as a subsidiary versus doing it as a DBA or sonething of
Magna Entertai nnent ?

MR, MCALPINE: Qur overall corporate structure tax
pl anni ng, a whol e variety of reasons suggested that we do
that, M. Harris. That's the way our whol e conpany is set
up with a variety of subsidiaries.

MR WYGOD: Thank you. In response to
M. Van de Kanp, just to clear the record, as |'ve said
publicly several times in the past, |I'm-- nunber one,
was not on the Board of Directors of Del Mar when they
entered into the agreenent with TVG | was not aware of
at that time. | believe | was hospitalized at the tine.

Secondly, | do have -- 1've had in the past,
which is over a year ago, business transactions with the
parent conpany of najor sharehol der of Genfstar News Corp.
Un |'ve never had business transactions with Genftar or
with TVG |'maware of but (unintelligible).

As recently of two weeks ago, um um when

net with M. Stronich and the people sitting in
front of ne, he did request five or six mnutes to ny
stallion (unintelligible). | sent himback a letter that



stated that the mares weren't up to par, but we could for
rel ati onship reasons supply himwith two mares to his
stallion, but that's the extent of ny business
associations and nmy conflicts of interest. | was just
trying to understand, since M. Van de Kanp was
reconmendi ng this, at least if he was aware who he was
dealing with and what the net worth of that entity.

Un this is a very difficult thing for ne to
say, but, um starting at 8:00 o' clock this norning, going
to 9:20 this norning I met with Ron Charles and Drew Cout o.
And |'m going to honor what they told me off the record.

I will not repeat that. But |I'mnot going to honor
anything el se that was said in that neeting.

And Drew or Ron Charles would like to cone up
here. You guys want to conme up. Al right.

They told ne that they were extrenely
concerned in the relation to having a transaction here
with Magna. That they make up two of the three people,
along with John Van de Kanp, that | understood does the
negoti ati ons.

At that tine, at 9:18 today, they were not
even aware that there was going to be agreed upon deal
That was at 9:18 this norning. They told ne that they had
wor ked out good financial arrangenents that had not been
agreed to by Magna, but they were really concerned with

the actual contract with them and that the devil would be
in the details.

Un um they were extrenely apprehensive, or
| think the right word might be horrified, of having a
deal here with Magna based upon the canni balization that
woul d take place. And then | find out that the Board has
approved a transaction. So that nust have taken place
bet ween, oh, 9:20 and the begi nning of this neeting.

Thor oughbred racing in California is at risk
here, and |'mextrenely concerned that the wong decision
will be nade. Wen you talk about no downsi de because of
the financial arrangenents, this is one of the ol dest
tricks in the books.

Can you i nagi ne what takes place if they go
in, recondition the bettors at the racetracks to bet
t hrough a new net hodol ogy, either through the phone banks,
or through the automatic -- whatever type of equi prment
they put in, and then you intend to go ahead ten nonths
later, and you try to change it. They would have all the
| everage at that tinme. They would have changed the practice
of how the individual bets at the racetrack. And what
concerns nme here is what they're doing. Their focus is on
the current betting public that goes to the races or to
the of f-track betting.

| don't know want to be repetitive. | know
this was said before, but I don't see anything that they're
bringing to the table, other than creating sonething that
once it starts, you're not going to be able to end it at

the of the year, in ten nonths, even if you want to. 1It's
going to create a new form a new way of doi ng business.
They are going to have trenendous | everage at that tine,
and you're going to be at a very di sadvant ageous position
Thank you for your tine.



MR, LANDSBURG Li ke any good tel evision program
this is a perfect time for a commercial. W will
reconvene at 12:55. | again caution the Board. Menbers of
the Board, caution. Menbers of the Board, no discussion of
this outside this room Thank you.
(A break was taken in the Proceedi ngs at
12: 43 p.m and the Meeting reconvened at
12:59 p.m)
MR, LANDSBURG Ladies and gentlenmen, the neeting
i s now back in session
M. Couto had raised his hand and we coul dn't
hold for the commercial. So having known what has been
said by previous speakers, M. Couto is here to speak. You
have the m crophone.
MR COUTG  Thank you, Chairnman Landsburg, nenbers
of the Board.
My nane is Drew Couto, I'mthe Director of
Thor oughbred Omers of California. |It's been
four years since | was at ny last CHRB neeting, and at
this monent |'ve never been so happy to be here in ny
life.
Anyway, this norning | would just like to
respond fromfor a nonent to M. Wdog's coments.

This nmorning, M. Charles and | did neet with M. Wgod
in an attenpt to explain howthe commttee viewed this
process. And in the process we did have a confidentia
conversation, and nmy fault, apparently we couldn't
del i neat e what was confidential and what wasn't.

We did express to M. Wgod our concerns
about all of the proposals and their potential for
canni bal i zation, and that every one of them no matter
whi ch one we were presented with, had certain dangers that
we were concerned about, and didn't pronote the sport to
the full extent that we would Iike to see it pronoted as
Chai rman Landsburg has expressed.

Nonet hel ess, we vi ewed each independently.
W val ued each based on what we assuned would be their
potential for cannibalization and cane up with an offer to
each that was individual, separate. And we nade that
of fer with Board approval and we di scussed the potentia
for one of themto be accepted, and that's why we're here
t oday.

| hope to have the chance again to talk M.

Wgod. | appreciate his input. M. Charles and | both
were very pleased with the feedback we had fromhim If
we left himwith any incorrect perceptions, I'd like to

apol ogi ze to M. Wgod and to Board for that, but we're
happy to talk to anyone whether it's on the Board, or an
owner or trainer or fan about our philosophy in
approaching this. And we encourage the di scussion anong
the interested parties and we'll do our part. Thank you.

MR LANDSBURG  Thank you
Are there further comments? Yes, Chris.
MR, KORBY: Thank you M. Chairman. Christopher
Korby, California Authority of Racing Affairs. | would
just like to confer what M. Liebau said earlier about
di scussions that are under way between the fairs that
conduct live racing during the period that was referred to



earlier. Those conversations are active and being
conducted in good faith. There are not inconclusive, but
ongoi ng. Thank you.

MR LANDSBURG: Right. It's nmy understanding that
-- is it correct, is my understanding; correct, that this
-- is your discussion subject to confirnmation by the TOC?
Just a question.

It suddenly occurs to me that you're in
negotiations for the race for Magna. Wose responsibility
isit inthis case? | just got lost for a minute?

MR KORBY: Well, in these and other matters woul d
be on the side of TOC are partners in this, and be glad to
di scuss with them about whatever we're in discussion

MR LANDSBURG: -- (unintelligible) M. Leibau wll
be subject to TOC?

MR, KORBY: Yes, that's fine with us. Thank you.

MR, LANDSBURG Thank you

MR TOME: M. Chairman, nenbers, Norm Towne
representing Pari-Mituel Enployees Guild, the San Mateo
County Fair, The California Exposition and State Fair and
t he Sol ano County Fair.

First of all, | hold in nmy hand sonething --
| stopped by Western Fairs Association the other day, and
St eve Chanbers who is the Executive Director of Western
Fairs, an organization that represents fairs all over the
Western United States and Canada, gave ne a page fromthe
California State Fair Program 1947. And in that programis
an advertisenent fromthe Nevada Turf O ub with phone
nunbers. Phone betting was alive and well on an interstate
basis in 1947, in California and Nevada. And here we are
today, 65 years later trying to figure out how to inpl enment
it. I'msure we're going to hear nore today from ot her
entities that wish to conduct this activity.

The people that | represent believe that, as
|'ve heard others say, that there is a risk of
canni bali zation to product that we know and | ove in
California, but with any one opportunity, there is a risk.
And this is great marketing opportunity once again, a tool
for horse racing. And once again, we sit here and we
argue and fight over how we're going to do that. It's our
belief, the people that | represent believe, that the nore
the merrier. There isn't a single approach to this, and
that there are all kinds of good marketing ideas out
there, and we need to take advantage of all of them W
have underexposed product. So let's try to find a way to
get it on an even playing field with all of those products
that aren't underexposed. W've let tinme go by.

As M. Landsburg said earlier, two
generations have missed it. They missed the train that

we're on, and that we like, but it's the Oient Express.
We need to get into the 21st Century with both feet.
Sonebody needs to be spending a hundred percent of their
time on player and product devel opnent for horse racing.
And these entities that are here today, | think are in way
doing that, and that's a good thing.

But we believe that we need to focus on
California. That we should work with the California
product, and try to get it to the California custoner.



That should be the goal for the benefit of everyone in
California. And we're exploring the possibilities of
putting a systemin place or comng back to this Board
with an application with a systemthat woul d operate
exclusively in California and would distribute that signa
if nmade available to us on a private basis.

Public television is very inportant. W
agreed with the entities that have said that this an
i nportant conponent in this. The Internet is an extrenely
i mportant conponent. W would also be involved in that,
but the private dissem nation of that signal is also
inmportant, in particular if it focuses strictly on
California.

Qur customers are used to seeing what we
present every day in the satellite facilities. M. Korby
was just up here, you know, the fair is the trainers, the
breeders, the TOC, all of the entities that participate
and obtain revenue fromthe existing schene should be
i nvol ved in these di scussions.

We shouldn't be at this point and sonehow
we're here. W intend to have an inclusive system not an
exclusive system That's what we'd like to present to the
Board. And we would like to nmake presentations to all of
the entities in racing about how they coul d be
acconpl i shed and get input as to how that could be
acconpl i shed, but there shouldn't be a | ot of duplication
of effort.

A public signal -- you know, we're wlling
to do this on a public benefit basis where there's sone
profit margin set aside and that benefits the industry.

But all of the noney, all of the economic benefit cones
here. If there's going be cannibalization, we believe we
shoul d canni balize ourselves. Don't send six-and-a-half
percent of the noney to sone other jurisdiction, keep that
si x-and-a-half percent or up to six-and-a-half percent
here. Keep as nuch of the revenue as you can keep here,
preserve the jobs, create jobs for California. And if
you' re canni balized, at |east the pot stays the sane, in
California. The noney night be shifted around, but as
M. Van de Kanp and others said, we can adjust on the back
9, but we can't do it if we inplenent and that noney goes
somepl ace el se. Thank you for your time, | appreciate it.
MR, LANDSBURG  Thank you
MR HOROWNTZ: Al an Horowitz, Capitol Racing.
You' ve heard about the Thoroughbreds and their invol venent
with this Magna project, and I1'd like to say that on
behal f of Capitol Racing and the California Harness

Hor senen's Associ ation, we've entered into an agreenent as
wel |, a nonexcl usive agreenment, but nonethel ess an
agreenment with Magna, and we wish themwell in this
endeavor, and we ask the Board's support to help them
along. It was a very fair, and in sone respects, generous
agreement, simlar in respect to the generous nature of
the agreenent with TOC. W thought that the Board woul d
want to know that. Thank you.

MR, LANDSBURG. Thank you. Ladies and gentlenmen
we've listened to an hour and a half or nore of
di scussions of the Magna license, are there any further



di scussions? This is the tinme to speak, not later

MR LI CHT: I'd like to ask Drew Couto, | didn't
understand his response, to tell you the truth. | should
ask while you're up. Can you cone back and address the
questions that were raised regarding the overall TOC s
Board support of this letter agreenment between Magna and
TOC and al so the know edge of the other Board nenbers, if
the Board nenbers are all on target and stuff.

MR COUTG | think this is probably better directed
to M. Van de Kanp, but since |I'mup here. The terns of
the proposals subnmitted to Magna was a proposal approved
by the TOC Board and advanced negoti ati ons.

The ternms that were accepted are identical to
what we were authorized to convey on behalf of the TOC
Board. W do have the final contract to be defined and
clarified, and I"'msure that we will subnmit that back to
the Board to nake certain that we have their ful

authority on executing the final agreenent.

MR HARRIS: A follow up question on that sane
i ssue, which I'mnot sure who's best to answer it, but
woul d TOC feel nore confortable if they had nore tine to
really explain this contract to the various horsenen and
trainer and all, or do you think that really we should
proceed today with what you have?

It looks Ilike a good contract, but the
concern is it hasn't really had very much review |
didn't see it all until today. |It's dated today.

MR COUTQ | can only answer on ny own behal f. |
don't think I can speak on behal f of TOC

| can say that are conmittee put inliterally
hundreds of hours trying to get our hands around -- around
this issue, and recognizing that no matter which way went,
we were going to have a component of our constituents
pl eased with the decision and the other component not so
happy.

So in a sense we're danmed if we do, and
danmed if we don't. Would nore tinme help? I'mafraid to
say that it would be or wouldn't. | know that me as a
conmittee nmenber, speaking on ny own behal f, the deal that
we that would put forward was a deal that returned quite a
bit to horsenen.

And I'msorry for making a roundabout

answer. | really don't know whether nore tine is
(unintelligible). [1"Il defer to M. Van de Kanp.
MR, VAN DE KAMP: | think the sinple answer is the

agreenent expires today if no license is granted so we're
back to scratch, if it's not passed today.

| think M. M @il (phonetic) has to |eave.
"Il confirmthat. You have copies |I think of the
agreenent before the Board, are -- it's now public record.
And what -- where it will end up next, | don't know.

| have given a copy of the contract, with
the authority, | think, of the Board to M. Halpern to
take a | ook at today and 1'mgoing to give himthe
nunbers. W are very satisfied because we've been at this
for sone tinme. This is extraordinarly fair for horsenen
and (unintelligible).

MR PIZANCE: Wiile he raising it so | can speak



M. Chairman, Gary Pizance, and | think |I know nost of the
people in the room Those who don't know nme |I'ma
Californian, investor in the horse business.

And presently, amvery proud to be the
Chai rman of Thoroughbred Oamners and Breeders of America,
whi ch represents about 3000 of major owners that have big
investnments in horses all over the country.

But | really have been enjoying listening to
the presentation this norning and 1'd |ike to speak
nyself, with sone notes that | have as a Californian and
fromny own personal standpoint. I'Il try not to read
themtoo nuch. [|'Il try to address themto you clearly.

Reachi ng the better -- the Chairnman has nade
it clear that really what the goal we're trying to talk
about in this session is reaching new bettors. The

guestion is what is the best way to reach new bettors.
That's what you're really tal king about.

In ny opinion, television is the answer to
popul ari zing racing, not the Internet. | don't have an
opposition to the Internet, nmy children play on it and work
all the ganmes. |It's a good video, but television is what
made naj or | eague sports in Arerica. It nade the NFL. It
nmade NASCAR It made the NBA. It nmade any nmj or sport,
sonet hing that was popular in the eyes of the American
public. Those of us that watch Monday N ght Football or
wat ch NBA Basketball don't have to ganble on it, but it
attracts mllions of people to the screen that are
attracted to the sport and becone enanored and enjoy the
sport. It creates newinterest in the sport. Television
itself is the greatest advertising nedia ever devised, and
we have sone groups here today that are trying to figure
out a way not use it.

In other words, to convince you that there's
a better use than television. To ne that is not a very
clear picture. | see television as the correct nmediumto
enhance Thoroughbred racing and to popul ari ze the sport
and nake it a major |eague sport and get nore people
interested init. TVG who is probably going to nmake a
presentation after | speak, has invested heavily in our
i ndustry, in the racing industry, throughout the country.
They made investnents in the industry, which all of you
know because they had excl usive contracts with tracks to
show t heir products.

There's been objections to exclusive
contracts, but | would even question your Board as one
that gives exclusive contracts to tracks when you give
themrace dates. You get an exclusive contracts for that
period of tinme. So that's sonmething that's done to
everybody and in every industry.

TVG of fered source narketing fees, which was
nmoney back to purses, which I as an owner with an
investrment of mllions of dollars in horses and trying to
keep the books bal anced, aminterested in purses going up
That's probably the nost inportant thing to me, not the
profitability of the corporation, not the profitability of
the individual enterprise, but the opportunity for me and
hopefully new owners to cone into our sport to have a
chance to bal ance their books and make sonme noney.



TVG pai d Kentucky |ast year, another State
where | have a farm alnost two million dollars in source
marketing fees. They deposited that noney. It wasn't
bonds that we're going to get there, or not on tinme. The
noney is there. They paid. So that was done.

Now, what we have, what | call, others
wanting to get sort of, into the game. But what nedi um
are they going to use? It's obvious that Internet is the
nmedium The gentlenen in front of ne today nentioned that
t hey have network ready to start. |It's got 3,000
custoners, 3,000. They're ready to go. That's just a
thousand | ess than the attendance at Santa Anita | ast
Wednesday. That's not a great nunmber to me. And how nuch

i nvestnment are they prepared to put into this gane? How
much to nmake this nediumnmuch larger and attract all these

new fans? No one should prevent conpetition. It's
wonderful. It's healthy. W use the term free
enterprise. | get it mxed up with people that are

confused that really nean equal opportunity. They're two
different things, but it should be the sane for everybody.
And that's fine, nobody discouraged that, but denying the
entire country and the State and San Di ego where | |ive,
the fact that | can't see ny horses run at Santa Anita
when they run, to ne it's a disservice to the industry.
That's not a contribution, it's a disservice to the
industry. And it irritates ne. It irritates ne that |
live that far away and | can't watch my horses run

Any of the small conpani es that think
expandi ng ganbling over the Internet is going to raise the
quality of racing, the integrity of racing, on a |l oca
| evel or national level and bring lots of new fans to the
racetrack, are not thinking very clearly. There's a
tremendous anount of work that would be needed to educate
and teach people how to even use it and howto bring it to
t he racetrack.

In an effort -- in an effort al nbst control
raci ng or whatever, the group in front of nme, nade an
effort sone tinme ago to back another conpany that had
di stribution, and that conpany went out of business and we
| ost that signal, they' re gone. Wen M. Wgod asked
what the net worth was of that new conpany, and the

gentl enen said, "W can make it anything you want."
That's fine, but the conpany that they invested in, is not
t here anynore.

The prom ses, et cetera, in nmy opinion, and
the (unintelligible) that we've watched over a period of
time, and the disservice I think is happening, should
convince the Board, in ny opinion, that TVG and the proper
source marketing fees are adequate ones for this State,
are the right way to go. And in ny judgenent, if they
have no issues with you, their bonds are in and they've
done all their work, you ought to grant thema |icense.
And we ought to see their races on television

MR, LANDSBURG | think you're going ahead of our
agenda. So |'d ask you to hold that (unintelligible).
MR PIZANCE: Ckay. | just feel, againin ny role

as Chairman again of a large group of people all over the
country that would Iike to watch Californian racing, that,



you know, we ought to have the opportunity to do that, and
that's sonething | think this Board shoul d take seriously
about. Thank you.

(Appl ause)

MR LICHT: | agree with sone of the things that

you said. Actually, nost of what you said, and when -- |
t hi nk John Van de Kanp used the expression, sonething |ike
if he could build the ideal platformor sonmething -- |
think that what you say is true, but unfortunately, we're
dealing with private enterprises.

This isn't NHRA, this isn't New Jersey

racing. This is owed by private conpanies. And their
profit-maki ng opportunities have to be considered too. It
isn't only what's in the best interest of racing. And
also think it's unfair to characterize that they haven't
put anything into the gane. | think there's been
testinony here that they' ve put in $300 million dollars,
into the bricks and nortar that give us the opportunity to
have this ganme here. So | think that sone of those
assertions aren't appropriate.

MR PIZANCE: M. Chairman, | feel that |I'mwell
qualified as a CEO of a public conpany that represented
t housands of people and sold products and service all over
the country to understand earni ngs per share,
profitability and how a corporation runs. For your job
if my judgenent, it's the fans enjoynent, what we're
trying to do for the public, et cetera, that is a

responsibility that needs to be kept. In ny judgenent
right now, that's not being done too well. Thank you.
MR HARRIS: |I'mnot clear if the -- to Gary's

point, you feel that the horsenen's agreenent shoul d

i ncl ude sone (unintelligible) init that would assure wide
distribution of TV or you think that is not really part of
the horsenen's agreenent, it's just part of the licensing

agr eenent .

MR, PIZANCE: |'mnot sure or clear on that or care
that nuch about that. |In fact, the free competition is fine
with ne, I wouldn't care how nany people you license. It

doesn't bot her nme.

In other words, | just think that the people
that do it right, and are there, and have the investnent,
and are in business ought to go forward. And if sonebody
wants to conpete with them run up different nmedia or the
same media, or put up the same anount of noney and conpete
with them that's marvel ous free conpetition. W ought to
have that. But | wouldn't deny soneone that's doing it
right.

MR, LANDSBURG. Thank you. M. Pizance, you and
have di sagreed in the past on things, but this is one of
those points, at |east one of your points, | agree with
whol eheartedl y, and wanted you to know.

In fact, when nusing about this neeting and
wondering what it was that | had to crystallize for
nmyself, 1'mgoing to take the liberty of reading to you
what ny notes were.

I met with representatives of major would be
licensees. | met and been in contact with representative
nenbers of the racing comunity, jockeys, trainers, |abor



breeders, owners and respective representatives -- and
their respective representatives.

The CHRB set the table for an orderly
procedure, but apparently what we've gotten into is a food
fight. The key to success of ADWis promul gation of
California racing under the nost w dely avail abl e
br oadcast mechani snms. The TV signal will serve the
i ndustry best will have to do far nore than explain
wagering. The goal should be to create a program which

will bring new celebrity to the people in horses of

racing. W can refocus racing if we portray hero of
jockeys, trainers, horses with whoma new audi ence can
identify. If we can acconplish this identification within
t he framework of displaying our races, then | believe we
will open the gate way to the hearts and minds with new
and | apsed fans.

This axiomatic in the world of sports, given
an audi ence soneone and sonething for which to cheer, wll
cone to your arenas, and strangely enough, they don't
cheer for money. | recommended that ADW executives cone
to O ockers Corner, particular after reading that once
upon a time 40,000 people turned out to see a horse one
year. A hero horse naned "Sea Biscuit." Gher than the
back stretchers, a handful of people now show up, seeking
awinning bet. W're too long in preaching to the choir
It's time we went beyond beer nugs, T-shirts, and gi nm ck
gifts and I hope that with ADWwe can do that.

I'"mconcerned in the case of Magna, that we
are planting a very snmall seed and hoping that it wll
grow into sonething. And | don't know that that is this
Board's function. | don't know (unintelligible) what we
want to see -- or | do know that what we want to see is
the kind of outreach that woul d nake us see, wow, you're
getting to them You're giving us something new. You're
not just giving us another way to bet, you're giving us
sonet hi ng new.

In that respect, | haven't heard it yet.
I'"ve heard architectural renderings. And | would hope that
you can convince ne that this will not be a matter of
turning you on and the next tine we go to Santa Anita,
we'll be 1 of 47 people sitting in those grandstands,
which is ny grandest fear in this.

So pl ease convince ne. |'mnot convinced
yet by what | saw in the presentation, nor what |'ve heard
fromyou. | haven't heard that you have made arrangenents

and contacts to get the full signal that you own and
cherish out to a wi der audience. That's what | haven't

heard. And until you can convince ne, I'mnot willing to
say yes, but we have a Board that will discuss that. |If
you would care to address that question, 1'd be happy to
listen.

MR, MCALPINE: Yes, M. Chairman, | believe we've
undertaken as an aggressive a program as anybody coul d
undertake in the period of time that (A) we' ve been
in business, and (B), the period of tinme that account
wageri ng has been on the platformin California.

MR, LANDSBURG: Are we rushing?

MR MCALPINE: | don't believe we are rushing.



think -- | think --
MR LANDSBURG You said within the tinme we've had

If you need nore time, |'mhappy to give it to you.
MR MCALPINE: W don't believe we need nore tine.
MR LANDSBURG: No. | wasn't being -- | didn't

nean to be nmaking a joke of your enterprise because
think you've taken grand steps to here, but | think

there's a leap left to go. That's a personal inpression

MR MCALPINE: And | think that as one of the
previous speakers said with any substantial opportunity,
there's risk. And we put our capital, and our human
resources behind this venture, and we'll continue to add
capital and human resources to this venture to grow and to
be something that you will say, yippee.

Because frankly, that's what we want as
well. And we don't see that the efforts we've taken to
date don't support that commitnent, and don't denonstrate
that we can get there.

MR, LANDSBURG: The efforts to establish a
mechani smare there. | applaud you. | also applaud, as |
said to you before, having been through negotiations in
si mul cast wagering, we've taking a long step forward with

what you have done. Because it is an inportant step. It
does bring nore to racing, but if it brings nore to racing
froma couple thousand people, I'mnot interested init,

and that's the problem

MR, MCALPINE: And neither are we, and you pointed
it out yourself, it has been two generations this industry
has been in decline. None of us are going to turn on a
magi ¢ light switch this afternoon, or next week to fix two
generations of decline.

MR, LANDSBURG. | woul d hope you nake sone
preparations for it. | don't see them | don't see the
ability to get a coomercial -- conmercially viable, for
the public signal out.

MR, MCALPINE: Well, the reality is that we have
denonstrated in one of jurisdictions that we could grow a
busi ness with 27,000 subscribers. W believe that we can
take capability and grow significantly in California that
woul d satisfy Californians and grow the wagering dollar in
California.

Anot her one of the gentlenen talked with
growth and tal ked with new custoners, I, like you, believe
that the real new custoner is sonebody that we haven't
seen yet.

That's where our priority will be, but the

other reality is, there is nore than a billion dollars of
Pari-Mituel (unintelligible) that goes offshore to the
rebaters and if we can repatriate sone of that billion

dollars, that would substantially enhance the pocket books
of everybody in California who's involved in horse racing.
So there are many different thresholds that we will attack
to get new custoners

MR, LANDSBURG W were inundated in the last 15
days because we're noving so fast, that an inmrense anount
of paper, all of which has details, and all of which are
seven innocence here, if you will, are |ooking at and
trying to figure out, are we about to nove on sonething



that's right? 1've given you ny inpression. | think we
still have a concrete plan, and if you will, a conm tnent
in hand that says, we are reaching an audi ence of "X' and
we plan -- in the next business plan, we are reaching "X
because we have nade agreenents to reach "X', we wl |

reach "Y." W will reach "C." And if we don't, we have
failed. Now, that's a business plan that anybody who was
in this business, who is starting a new busi ness shoul d
have in nmnd. | haven't heard it, and | don't know what
content. The content you're tal king about is wagering,
and that does not bring in new people. Because if they
don't know how to bet and haven't bet before, they're not
going to bet now.

I'"msorry, | don't nmean to be -- this is ny
passion and feeling about racing. This is what | have
want ed out of racing and for racing, so |I'm expressing ny
own feelings.

I've worked in television all ny life.

M. Pizance and television is the nedium |It's the only
one we can reach a lot of people and nove, if we are
noving (unintelligible) the right basis. | hope we can do
that. | would hope that when we say, "go", on -- and this
Board is not going to hold it back, but when we say go,

we' ve got to know that we're saying go into sonething that
can be enornmously productive and not just nmake a few
dollars in extra Purses for the horsenen.

Editorial finished. That's ny view. | have
not comunicated this to the Board. | have just witten
nmy notes for nyself.

W still have -- do we have anynore

di scussion that people would Iike?
Not hi ng fromthe audi ence?
Then we are here to entertain notions that

will open this door or not. | have gone as far as | can go
as an indivi dual
MR HARRIS: | agree wi th Chairnman Landsburg. |If

you were cone forward with a plan or maybe you have a plan
-- is there sonething that you could show to the racing
conmunity that you're doing good forward to achieve a
certain anmount of viewers are following -- of racing on --
i n sone nmedi um anyway?

MR MCALPINE: M. Harris, we did submit a business
plan with our application. The business plan contenpl ates
the handle in the first year -- of sonething 29 million
going to about 253 million or a period of years.

It al so tal ks about nunbers of custoners.
You know, those custoners will be growing by follow ng an
aggressive marketing canpaign, by providing distribution
t hrough vari ous technol ogi es, by providing technol ogy
supports so people can wager via the tel ephone, the
Internet, and view products over the television
(unintelligible). So there is a business plan and we
believe it can be acconplished.

W' ve seen a lot of other entities devel op
busi ness plans that are frankly Pie in the Sky, and they
haven't happened. And we don't believe that that's the
appropriate way to go forward in this venture. W think
there is a huge opportunity here, but none of us should kid



ourselves, it's not going to happen instantly. [It's going
to take a long tine. It's going to take a considerable
amount of investnent and energy and innovation to nake it

happen. And we very much would i ke the opportunity to do
that for the benefit of all us.

MR, LI CHT: | have a question for you based
upon your concerns really. Wat nore woul d you have
expected Magna to do as -- strictly with respect to

creating a broadcast or television opportunity, other than
nake a deal with TVG |ike they' ve done already.

MR LANDSBURG: I n individual neetings with
executives of Magna, | was told, | believe, that -- and
don't want to reveal things that are outside, but | was
told that negotiations were underway for cable coverage in
Northern California of Golden Gate and Bay Meadows.

That's a -- once again, it's an
architectural rendering, until you say to ne, we have
| ocked down this area. But nobody's nmde the attenpt to
| ock down that area, that | know of. Nobody has seal ed
that door and said, "W have it subject to our license
opening." Hey, that's a plan. That's a forward novi ng
plan. | was told that by executives of Mgna.

MR, MCALPINE: You're absolutely correct. And | was
one of the executives who probably was part of the
di scussion --

MR, LANDSBURG | never quote nanmes or cite
sour ces.

MR, MCALPINE: You might (unintelligible). Let's
talk about it. W've got a nunber of initiatives in
California to obtain distribution, but you are absolutely
right. W do not have a signed contract today. So |

woul dn't cone in here and tell you that we've achieved
somet hing we haven't yet achi eved
MR, LANDSBURG. Once again, it's -- it's uh -- what
was it -- prom ses, promises. |I'm-- you know, we're
engaged, but we're not wed yet. And we're not over this
point, at this nonent.
Once again, if there's nore di scussion

pl ease, | don't want to cut it off.

In which case, | will entertain a notion
fromthe Board either to -- | think in front of us are
three directions.

One, to delay approval. Two, to approve as

requested. And three, to not approve the application
Those are the three choices which now sit in front of us.
I would entertain fromthe Board a notion so
that we can begin this process of determination of the
Board's feeling.
MR, LICHT: | nove that Magna's proposal be
accepted and that you grant the |icense.
M5. GRANZELLA: And | second it.
MR, LANDSBURG. Moved and seconded. All in favor
THE BOARD: Aye.
MR, LANDSBURG. Can | raise to have a hand count,
pl ease. There are five. Ws there five? So approved.
And | will conme back to you if | don't see
the prom ses realized
(Pause in Proceedi ngs)



MR, LANDSBURG Thank you very nuch. W are at

Item 6 on the agenda, discussion and action by the Board
on the Application for License to Conduct Advance Deposit
Wagering by ODS Technol ogies, L.P., D.B.A TVG

M5. WAGNER: Jacki e Wagner, CHRB staff. The
application before you is fromTVG They have filed an
application to function as an out-of-state
mul tijurisdictional wagering hub. Their dates of
operation for the hub will be 365 days a year. The hours
of operation as proposed are 24 hours a day.

TVG wi || be providing services for the
fol |l owi ng associ ations: The Los Al amitos Racing
Associ ation, Churchill Downs Incorporated at Hol | ywood
Park, Del Mar Thoroughbred Cub at Del Mr, Los Angel es
County Fair at Fairplex, and The Cak Tree Racing
Associ ation at Santa Anita.

The anal ysis in your packet indicates that
there are two itens that are missing. Those itens have
been received by staff. W have received the contracts
with the racing association. W have received the
Horsenen's Approval fromthe Quarter Horse. TVGis
prepared to nake a presentation to the Board.

MR WLSON: Good afternoon, M. Chairman.

For the record, Mark W/ son, Chief Executive
Oficer of TVG Wth ne on ny right is John H ndnan,
he's our Vice President and General Counsel. And on ny
left is Marcy MIler, who's our Vice President of
Mar ket i ng; and from Genstar TV Guide International, senior
Vice President of Marketing and Pronotion, Suzanne Meeks.

Also with nme in the audience today is our Chief Counsel,
Rich McNutt, who can explain issues that you might have
with any of our wagering platforns; Jason Bul ger who's our
Director of Pronotions, who will be handling our
presentation. Dr. Curt Barrett, who's our Conpul sive

Gami ng Expert and Advisor is also in the audi ence, al ong
with our counsel and others.

It's a pleasure to be before you,

M. Chairman and nmenbers of the conmission and staff. |
listened very carefully to your vision of what you want
advance deposit wagering to be, and in your vision of how
you want television to play a role in expanding the

mar ket pl ace for both horseman and our racetrack partners.

If I could, for just a nonent, | would |like
to just summarize again our application. W believe that
we neet all the requirenents of Business and Professions
Code 19604, as well as the CHRB regul ations inplenmenting
that statute. W posted the bond with the application
W established the required security access policy
saf eguards and procedures that are clearly identified in
our operating plan. W verified our capability to provide
a full accounting verification and source of each wager
and we're committed to provide that in the formof a daily
downl oad to a designated industry database.

W have the financial resources, the
operating advance deposit wagering, and not only advance
deposit wagering, but also the television progranmng that
nmust go along with it to broaden the fan base to racing



both in California, nationw de, and ultimately worl dw de.

Qur parent conpany of which we are sinply a
busi ness unit, an $8 billion dollar conpany, w th enornmous
resources and no |long-termdebt to speak of. W' ve
commtted that our advertisenments will contain a statenent
t hat persons under the age of 21 are not allowed to have
accounts, and that all ads will have contact infornmation
for recogni zed probl em ganes support organi zations.

W' ve engaged in independent third-party
i nformation services, to provide age, residency and
identity verification for each account holder. Qur
wagering systens require uni que access nunbers and neans
of personal identification to assure that only the account
hol der has access to his or her account. W have a
California agent for service and process. W will be
committed to all the appropriate access for purposes of
i nspecting and reviewi ng our operation, and to allow audit
wagering by California residents.

W have contracts, as staff nentioned,
with Del Mar, Fairplex, Hollywod Park, Qak Tree and
Los Alanmitos. Los Alanmitos has a nmild race neet, which
ext ends throughout the entire cal endar year, which al one
satisfies the criteria set forth for approval and statute
and the CHRB regul ations for granting approval for an
out-of-state provider. W have, as staff nentioned,
horsenen's approval for that particular contract.

We believe that television distribution or
all television distribution is the absolute key to

br oadening the fan base for racing in California and
el sewhere.

We believe that there's been lots of
di scussi on about exclusivity, which we believe is a
busi ness matter, and exclusivity is the predicate for
$150 million-dollar investnent in this industry, nuch of
whi ch has been invested in California in terns of jobs and
benefits.

We believe that broad distribution is the key
to creating new fans and to bring back into the business,
casual fans or lapsed fans. |It's worked for every single
sport that has enbraced broadening distributed to
television. Unfortunately, racing over the last 30 to 40
years didn't enbrace television in the same way that other
sports have. W've changed that. W're real. W're in
eight million honmes today. W announced yesterday an
exciting cable distribution deal with Adel phia Cabl e,
whi ch serves nuch of the Los Angel es area, and we believe
that over tinme, and they are extrenely tough negotiations.

W' ve acknow edged our successes. W' ve also
acknow edged our failures. W believe that over tinme we
will also have cable distribution deals with others in the
state of California.

We have a |license agreenent with AT&T, which
has systens in Northern California, but as nost of you
know Contast Cabl e has now acquired AT&T, and if that dea
cl oses, we believe we will be in a good position there
since Contast's an enthusiastic supporter of TVG having

| aunched us through the state of Maryland and our
performance in that state has been ahead of expectation



So in summary, we believe that under all of
the statutory and regulatory criteria that's applicable to
granting a license to TVG we're real; we've invested
noney; we have real television, and real prograns.

And what we would like to do, before | talk
toyou a little bit of the overview of the conpany, is
al so mention one other thing. Back in Del Mar the prudent
| egi sl ation has passed. W entered into an agreenment to
protect purses, and, in fact, we sent around a California
purse protection plan both to the TOC and the CITT.

So having net each of these requirenents for
approval, we respectfully urge you to grant us a |license.

Before we go there, if I could, 1'd like to
give you a very brief overview of TVG operations. Wat |
believe to be the foll owi ng basic cable and satellite
di stribution, nost of you know who are avail abl e
t hroughout the nation on Dish Network, who by the way, has
entered into a contract to acquire DirectTV. And if that
deal closes, we believe that will be an exciting result
for TVG as well.

We believe in premumracing content. W
believe in patent protected interactive technol ogy and we
believe in world-class custoner service, and nost off all
we believe in the marketing power of Genstar TV Quide
International, which reaches over 75 nillion people a week
inthe United States and Suzanne Meeks will speak to our

reach in California specifically.

Prem um tel evi sion programing, what is that?
Most of you've seen TVG You can get it on Channel 405
t hroughout California. 700,000 Californians can do that.
And we wanted to give you just a brief |ook at sone
snapshots of our program and design to address what the
Chai rman of this Conmi ssion tal ked about enphasi zi ng
personality -- enphasizing drama racing, and yes, giving
you the opportunity to nake a wager or two.

(Vi deo Denonstrati on)

MR WLSON Just a taste of where we've been

W' ve covered the -- center for Anerica's racing
comunity. W' ve covered racing fromthe Arc in
France, from Argentina. W' ve been literally around the
world in England and also all continents -- or all over
the world to bring the best racing in the world that
ot herwi se wasn't available here in the US  And
obviously, we've done feature after feature on the specia
events of racing capped off by the enornous achi evenent on
the (unintelligible) --

Mich has been said about distribution
Distribution for TVGis the single nost inportant el ement
of our conpany. And we have perforned on distribution
TVG is nationw de distributed on Dish Network. And it's
not on a specialty platform You don't have to go buy two
di shes. You don't have to pay a special fee per nonth.
It's part of the basic package. It's there on Channe
405, just bel ow sonme of the Fox channels, for instance.

In California specifically, we're on Dish
Net wor k t hroughout the state, like we are throughout the
country. And as nmentioned, we announced the Adel phia
Digital Cable deal in the Los Angeles, which will be



| aunched in the next 30 to 60 days as soon as consuner
notifications are given, presuming that we're able to get
approval to operate. W're pursuing aggressively, cable
distribution deals with other providers in California,

Ti me Warner and Cox. The |everage that we have through
our parent conpany, which provides guide and servi ce,
gui di ng people to particular prograns that they want to
wat ch on TVG gives us the ability to do sonething that is

very critical. It allows us to go out and nake
distribution deals and still have enough margin | eft over
to give back to the industry pursuant to our business

pl an, which has been wi dely discussed, al nobst 70 percent
of the takeout.

One day when distribution gets broad enough
and has crossed enough narkets, we then begin to get
significant advertising revenues, which is the way, at the
end of the day, that this entire business nodel nakes
sense. That's how we can afford to send back 70 percent
of the takeout through those racetrack fees and source
mar ket i ng fees.

Prem umraci ng content we've covered. In
fact, we have sone of the best racing from across the
country. Patent protected interactive wagering
technol ogy. We've had in operation, not in concept, but

in operation, a very sophisticated |I.B. R system now, for
over a couple of years. W've had a very sophisticated
online wagering platform which we're putting on our new
version, which allows you to stay all on one page in the
next couple of three weeks.

And finally, our long haul to TVGis true
interactivity. Just makes common sense. You can wage
your own races from home using the device that's nost
confortable for you, the renote control. You'll have the
nost interest in participating in the sport.

And this gives racing it's absol ute best
ability to pick up lost ground vis-a-vis of other sports.
Because we have one trenendous asset, we have the asset of
being able to wager from honme, and that's sonethi ng that
it properly pronoted, properly advertised, will bring
casual and new fans back into this game; and being able to
use sonething that's convenient as your renpote control to
interactive with your television is where we want to go.

Di sh Network, our national satellite partner,
isindaily work with our Chief Technical Oficer and his
team Rich MNutt, to nake this a reality. It's a
conplicated process. They hope that it can happen as soon
as third quarter of this year. W'IIl see if all the
pi eces fit together, but we know from our experience in
Kent ucky, where we have test market of interactivity, that
this truly is an exciting future for racing, and frankly,
for our conpany.

Wor | d-cl ass cust omer service BJ Cosson, our
Vice President and Custoner Service is here, as well. W
have third-party age, residents and verifications secured

transactions. The new subscriber welcome kit, toll-free
custonmer support; and the state of the art responsible
wageri ng aware programthat our |icensee, Youbet

(phonetic) also adopted -- headed by our conpul sive gam ng



expert Dr. Curt Barrett --

Finally, the nost inportant elenent of TVGis
the marketing power of Genstar TV Guide |nternational
Racing will never pick up and will never grow, unless
we're able to take this sport and to narket it to casual
| apse and new fans. And in order to be able to do that,
to be real and in order to do that, you've got to have
significant resources. Racing can't find a better
marketing partner than Genstar TV GQuide. It's why we got
in the business. It's why $150 nillion dollars has been
invested in the business. Gven the opportunity to get
going in a state where the narket is the size of
California, we have the resources to do it right.

Suzanne.

M5. MEEKS: Thank you. Genstar and TV CQuide are
incredibly excited to bring the weight of our brand and
consuner reach to bear on the California horse racing
i ndustry through our regular support of TVG that we have
done with it in many other launches. |'d like to quickly
take a | ook at TV Quide's products and services, and a
consuner reach |I'mtalking about.

(Presentation of Video)

M5. MEEKS: To reiterate what Mark said earlier
that's 75 million unduplicated househol ds reached weekly
by TV Quide products. Unduplicated. That nmeans 75
mllion different househol ds every week are reached with
our entertai nment, and we believe that's offering horse
raci ng a whol e new fan base who'll be exposed to your
events.

Wiy would we do that? Wiy would TV Qui de and
all of it's products and services throw that kind of
wei ght behind TVG? Because TV is one of the nost
i mportant networks in our portfolio, and we intend to
insure it's inted -- continued growh and the track that
it has been on.

Specifically, | think it's inportant to note
22 million, I think, M. Chairman you referred to 22
mllion adults in California? About 15 million TV homes
total; about eight million of those are cable hones, six
-- 5.5 nllion of those are reached by TV Qui de Channel

another mllion, uhm-- a mllion adults are reached
weekly with TV Qui de Magazi ne; and online, four mllion
uni que visitors weekly. Just as an overview, | knew those

nunbers were inportant to you

Secondl y, audi ence targets channel adult 18
to 49; online, adult 13 to 34; magazine, adult 18 to 54.
I"d like to take a good | ook now at a sanple of the unique
entertai nnent and I want to be clear here, unique
entertainment. TV Quide Channel delivered and continued
-- will continue to deliver for TVG This is an exanple

of what we did for TVG for the Kentucky Derby |ast year
and it's just a sanple of what we intend to do

(Presentation of Video)

MR WLSON: M. Chairman, nenbers of the

Commi ssion and staff, that's the overview of the reach and
t he power of our parent conpany. To bring our marketing
programdown to earth and to apply it on a state basis.

| wanted to have our Vice President of



Marketing, Marcy MIler, who started with marketing uh
HBO, to give you an analysis and an overvi ew of what we
are going to put into play in California to reach casua
and new fans with sone degree of specificity. Marcy.

M5. MLLER  Thank you. And good afternoon
everyone. Let ne start nmy presentation by addressing the
two issues, which seemto be of greatest concern to you,
Commi ssi oner Landsburg and the rest of the Board and nost
everybody in the room and that is new fans and
di stribution.

I'ma new fan. | have -- because TVGis the
only television network in the country where you can catch
a live sporting event, a live horse race, every day, 12
hours a day, seven days a week. | live in Los Angel es and
| have a Dish Network. For the past two years |'ve been
wat chi ng TVG on Di sh Network. For $19.95 a nonth, | get a
hundred basic satellite programs, satellite channels. GOne
of those channels is TVG And as Mark pointed out, there
is distribution for TVGin nmillions and nillions of hones
across the United States right now |It's phenonenal,

wat ching TVG | |earned how to bet, and |'ve | earned how
to handi cap races. And if anybody knows ne in this room
and none of you do, but people who know ne, know that
that's al so phenonenal .

And | think consuners in California should
know about TVG  And here's how we plan to market our
product in 2002. W're going to concentrate our marketing
efforts in California. W'IIl reach potential new racing
fans with targeted direct response narketing. That neans,
all of our advertising will have a sinple call of action
to the consuner, "Watch TVG on Di sh Network, Channel 405."
"Wat ch TVG on Adel phia Cable." "Log on to TVG
Net wor k. com" "Call us AT 1-800, 1-888-PLAY-TVG" W
want you to get interested in the sport, and we want you
to open up an account. And we're going after the nost
likely target audience. W are they? Mles, 25 to 54
years old. Sports fans interested in gaming, and we're
al so going after females, sane profile, wormen who | ove
horses, and wonen who | ove to ganble.

Now, as you just heard from Suzanne Meeks, we
have very powerful parent conpany nedia assets. Al ready
in California, we're over -- in over 5.5 mllion cable
hones with TV Qui de Channel. There's over one nillion
readers of TV Cuide Magazi ne every week in California.
That means people can go to over 12,500 retail outlets in
the state of California whether it's your |oca
supermarket or 7-11, and buy a copy of TV Gui de Magazi ne.
VWere ever there's a checkout counter, you'll probably

have an opportunity to buy TV Gui de Magazi ne. And what
does that nmean? That neans, for TVG it means for al
their cable partners, it neans for our track and horsenen
partners that we can pronote racing, big racing weekends
at the checkout counter, at the very noment when peopl e
are buying their groceries. W also have TV Guide online.
And there are over four million unique visitors every
nonth who go to that web site. TVGw Il run 30-second
direct response tel evision ads on the TV Quide Channe
every day. And that is a |ot of advertising. It's over


https://Network.com

80 spots per week. And every week we'll put two full-page
ads in TV Quide Magazine in all nine California additions.
W'l be there on Saturdays for horse racing prinme tine,
bet ween noon and 3:00 p.m And we'll be there on
Wednesday's in the prinme tinme listing section. And nore
than that, TVG will have two horse racing covers in
California on TV CQuide Magazine. That's a sanple of our
TV Quide, TVG Magazine ad. And here's last year's TV

Gui de Magazi ne Kentucky Derby cover. | think that's

real ly exciting.

M5. MORETTI: When are these ads going to start
running? |'msorry.

M5. MLLER As soon as we get approval to be in
the state.

MR WLSON: Just to finish out the [ast part of
the -- of the marketing conponent, additional 30-second TV
ads on FOX Sports, ESPN, CNN and MSNBC, m ni num of 50 ads
per week, Dish Network 30-second TV ads on FOX Sports and

ESPN, in which additional |ocal broadcast advertising in
all cable systens |aunched in TVG in 2002.

That basically is an overvi ew of what we want
to do for our narketing and advertisi ng components to go
out and reach casual and new fans. And I'll take any
guestions that you m ght have. Thank You.

MR, LANDSBURG. | have a nunber of questions.

MR WLSON: Yes, sir.

MR, LANDSBURG. | think the nost inportant is,
anong the things that we're still in need, do you have a
horsemen's contract?

MR WLSON. Yes, we do. Qur contract today, with
the track that we have today --

MR, LANDSBURG. -- TOC approval of your -- have you
negotiated with TOC on behal f of the horsenen?

MR WLSON:. M. Chairman, that answer involves a
little bit of help fromRi ck Baedeker, who's the President
of Hol | ywood Par k.

In terms of the cal endar year and under the
statute, it actually requires us to have an agreenment wth
the racetrack in order to start advance deposit wageri ng.
W have that agreement, with Los Al anmitos, which races
year round. W have horsenen's approval at Los Al amitos,
whi ch races year round, that's the statutory requirenent,
regul atory requirenent, and we conply with that.

As it relates to the neet coming out to
Hol | ywood Park, unfortunately, we don't have an agreenent.
As all of you know, it's with Magna for Santa Anita. W

used to have a contract with them we don't anynore.

Qur first pure Thoroughbred track is
Hol | ywood Park coming up in late April. And under our
agreements, we don't own racetracks. W do television.
We're owned by a television conmpany, obviously. So under
our agreenents, our track partners negotiate with the
horsenen's group, in this case the TOC, to allow us to
t ake Hol | ywood Park signal outside of California and
beyond. And we have had di scussions at the invitation of
the TOC and our track partners. And | do think that Rick
Baedeker, who's the first track up in late April, will be
able to reach that agreenment with the TOC. The



conversati ons have been cordial and productive, but 1'l]
et Rick speak to that directly.

MR LANDSBURG: | would like to ask for just a
nonment because we're going past sonething that was part
and parcel in the license agreenent. | don't know that

the license agreenent that you are requesting is valid
wi thout a horsenen's negotiation.
Therefore, | put that question to our
Attorney General. Before you speak, John
MR BLAKE: Basically, granting the license if
t hey have an agreenent with Los Alamtos and the Quarter
Hor semen' s Associ ati on

MR HARRIS: |'mnot clear where you may have an
agreenment with Los Alanmitos, which would take care of
that, but we're -- where a California resident is betting

on a Thoroughbred race, in say Arizona, does TOC get in

t he | oop sonehow on Thoroughbred raci ng out of state?

MR WLSON. Conmissioner Harris, that's exactly
correct. Under the statute, the approval to operate an
out-of -state hub, we have a contract with one racetrack
We satisfy the requirenents in the statute -- as the
Attorney General nentioned.

When it comes tine, for instance, to take
Hol | ywood Park signal out of state, under the interstate
horse racing act, just like for any of their sinulcast
agreenents, consent is required fromthe horsenen's
organi zation, in this case, the TCC

And as | nentioned before, though we are not
a direct party to those discussions, we have been invited
to those discussions, and | believe we'll reach that
agreenment. Because | would think that the TOC woul d
certainly want the opportunity to have its races
distributed across the country and throughout the world
with our distribution system

So | think that will happen.

MR HARRIS: Yeah. | just wasn't clear on the flow
of funds. When a Californian is displayed under the Magna
or was -- a situation of some sort of percent com ng back

to California. But if a Californian bets out-of-state on
a race, is that subject to negotiation with sonebody or is
that just a set fee or what?

MR WLSON: Yes. That negotiation takes place
bet ween our racetrack, and in this case, Hollywod Park
Del Mar or Oak Tree at Santa Anita. |In this case the TOC

MR HARRIS: So that hadn't -- well, my concern was
that really hasn't taken place yet, though. Maybe Rick
knows.

MR WLSON: No. There's negotiations on it taking
pl ace.

VMR, BAEDEKER: Ri ck Baedeker from Hol | ywood Park
We submitted to the Board our |icense application for our
spring/summer neets, | think, as of today, and it likely
wi Il be on the agenda next nmonth, if not next nonth,
certainly March.

In that application, we will stipulate that
we will send our signal to TVG That's a signal that's
going out of state, and we are required, as you know, to
have horsenen's approval of that contract with the



recipient. In this case it will be TVG So this issue is
going to cone up again. Wthin the context of Hollywood
Park's application to conduct a race neet. Theoretically,
if we reached that point, and we did not have an agreenent
with the horsenmen, we would have a real problem W would
ei ther not be licensed or we would have to -- we would be
precluded from sendi ng our signal to anybody, not just
TVG, without the horsenen's approval.

MR WLSON:  And | might nmention, if | could
Commi ssioner Harris, maybe this was what you were driving
at with your question. The TOC consent invol ves,
obvi ously, Hollywood Park sending its signal out-of-state
whet her it be our distribution or otherwise. In the state
the statute clearly sets out what happens with the

di stributable revenue. It gets allocated according to the
statutory provisions.

For instance, even though we don't have an
agreenent with Magna and Santa Anita, their horsenen at

that racetrack during -- at that their particular zone
gets noni es according to the statutory distribution
system This is very simlar -- our source narketing

system where we've given two and a half million dollars
to Kentucky horseman that's done by contractua
negoti ati ons between the tracks and the horsenen in
Kentucky. In California, if you really |Iook at the
statute, all that we've done is, is we said, okay, the
source nmarket fees are going to be distributed according
to this statutory division. And so that takes place for
the handl e that occurs here in California.

MR MC NUTT: |If | could add one point Conmmi ssioner
Harris, back to your previous question

Basically, the way that statute is

interpreted, | believe it's the -- obviously, we have an
agreenment with California racing association and their
horsemen are running live right now |f sonebody with TVG
pl aces a wager on an out-of-state race right now,
regardl ess of the fact that whether we have an agreenent
wi th anybody el se, that gets divided pursuant to the
statute. For day's, Thoroughbred racing for instance, |
bel i eve that the noney goes to the track in the southern
zone running live during the afternoon. So there are --
several protections of mandate distribution that's the

same, which are al nost regardless -- basically, regardless
for the statutory and it's not contractual
MR, VAN DE KAMP: John Van de Kanmp, TOC. 1'd like

to just try to place this all on sone prospective today,
if I can. Because it is indeed a conplicated situation
that we're wal king into right here.

First of all, we value what TVG is doing, and
the direction their going in ternms of distribution
They're not going as far as we would like. | think if I
do ny arithnetic, the actual -- as opposed to the future,
whi ch showed that they have -- | think it's around 700, 000
Di sh custoners here, maybe 100,000 com ng in from Adel phi a
through their digital, and that in tine will increase.

But again, it's a big world out there. Thirty mllion
people that we would like to hit.
Second, with respect to -- what happens they



get licensed today with the Los Alamtos deal ? There is a
variabl e and that is what they get as a hub provider
Now, they have a contract as a hub provider, | gather with
Los Alanmitos for a certain anbunt. That can vary by the
way, depending on with whom they're negotiating and what
is finally arrived at. So it's not just all a California
statutory distribution nmechanism but that's an inportant
variabl e and certainly it had its place with respect to
our negotiations with MEC

What happens next is if they're |icensed
today, they only bring in races, | believe fromaround the
country under this license. Thoroughbred races during the

day and during the night. So it's not just, you know,
during the Los Alanmitos night portion. And the horsenen's
revenue go to the track that's running -- it could be a
Santa Anita, believe it or not, despite the fact that we're
at opposite ends of the situation here, depending on where
the better is located, a conplicated thing that our CHRI MS
peopl e are going to have to work in conjunction with them

The statutory distribution from California
residents is pretty well set by lawwith that one big
variable. Wth respect to out-of-state bets into

California they'll only be able to bet really on Los
Al anitos right now.
So there's a contracted fee that | imagine is

substantially less that we would be getting from MEC. At
the sane tine, we are prepared to nmeet with themand we
have met with M. WIson and M. Baedeker and the others
who are track contractors with TVG to hopefully work out
an agreenent that is favorable to themas well as to the
horsenen. A fair and equitabl e sharing arrangenent,
giving themcredit for where they are today. O course,
with the hope that they're going to expand the nunber of
peopl e who receive their signal

MR, LICHT: John, could you describe or nmaybe you
and Mark, the difference -- if Hollywood Park starts and
we're operating under this license for Los Alanmitos --
forget that.

Ri ght now, on the bets, say that comes in

fromout of state through TVG what's the difference

bet ween what California horsemen woul d receive under the
TVG system and under the systemthat you negotiated with
Magna.

MR, VAN DE KAMP: | think based on -- | think the
traditional contract that they have, and | think this is
public knowl edge, that the horsemen woul d get under that
contract about 1.4 percent at the end of the day.

Under our contract with MEC, the horsenen's
agreenment, we will -- believe that on a bl ended basis
we' |l be getting sonmepl ace between four and five percent.

MR, LICHT: And Mark, can you tell us what the
benefit is -- do you have soneone you want to address that
first?

MR WLSON: Pl ease, Conm ssioner Licht. Your
qguestion was, is when we bring races in out-of-state,

t hi nk.
MR LICHT: Right.
MR WLSON: John's referring to a host track fee



which is a separate issue that m ght be the subject of
negoti ati ons between Hol | ywood Park and the TOC
When we take wagers on races from out of

state, that was the entire purpose of this statute, is to
have a distribution systemin place, so that when we took
a wager, for instance, on a New York race, that California
horsenmen and California racetracks would participate in
that takeout distribution according to the statutory --

MR LICHT: Right. | understand that.

MR WLSON. The variable that M. Van de Kanp

tal ked about, is that he has negotiated apparently, |'m
not party to this agreenent obviously, but he's negotiated
an agreenment that apparently has host track fee conponents
init that is different than our standard deal that we've
done across the country.

Now, as it relates to the Holl ywood Park neet
com ng up, we satisfy the statutory regulatory criteria
for getting a license. |If for whatever reason Hol |l ywood
Park and the TCC, and we're always happy to be part of the
negotiations, M. Van de Kanp's been very cordial to us
and invited us into those negotiations, but if for
i nstance, sonething didn't happen, and the approval wasn't
given for the wagering that we take on out-of-state races
in California through our distribution system horsenen
and the racetracks in California are fully protected
according to the statutory distribution systemthat is in
pl ace. That was the whol e focus behind the statute, is to
keep this stuff fromjust disappearing out of state or
wor se yet, offshore

MR LICHT: Right. Let's take it to the -- ny next
guestion, when you -- if you were licensed and you were up
runni ng tonorrow, you are going to try and convince
California residents to bet on your menu of tracks, the
fairgrounds, whatever else you' re showing at this
particular time. |Isn't that going to have a negative
i mpact on California horsemen until the Hollywood Park
meet starts?

MR WLSON No, Conmissioner Licht. It's the same

thing Magna's going to do. They said to you in their
presentation, for instance, that they have agreenents wth
ot her tracks.

The whol e purpose behind passing this
| egi sl ati on was that we knew people were setting up
accounts in Pennsyl vania and New York offshore betting on
what they wanted to bet on. So the principle for us
behind the |l egislation was, let's keep the noney in this
state, regardl ess of what you're betting on. So the
horsemen can be properly conpensated and the tracks can be
properly conpensat ed.

W will, to your point, obviously pronote the
heck out of Los Alamitos initially. And then assum ng
that the issue gets worked out between Hol | ywood Park and
the TOC, and | have every confidence that it will, we'll
pronmote the heck out of Hollywood Park racing and Del WMar
racing, et cetera. Just as we do for other tracks. But
the inportant point is, is that the horsenmen and the
tracks are being conpensated and set up and agreed in a
statute.



MR, LICHT: | understand that. But |'m saying that
Saturday afternoon |'ve got a hundred bucks to bet. It's
better for the horsenmen in California if | bet that on
Santa Anita track through ADWthen if | bet it on the
fai rgrounds through TVG?

MR WLSON It's the sane percentage that's going
back under the statute.

MR HARRIS: That's the part | don't understand.

Because | understand that TOC has negotiated the better
arrangenent than the statute arrangenent.

MR LICHT: Right.

MR VAN DE KAMP: No there's a variable. And

think we better make ourselves clear. | don't want to
have any m sunderstandings. | don't knowif M. WIlson's
not trying to cause that either. And this is a
conplicated subject. It takes a little tinme to get it to

sink in. W've all found that out.

The kind of arrangenent we worked out with
MEC provides for a |l esser ADWfee to them than | think is
part of their contract with Los Alamitos. And so the
differential between those two ends up coning back to the
tracks and the horsemen. So that's not all in statute,
there is sone wiggle roomthere in terns of the
under st andi ngs that are reached between the horsenen and
the particul ar ADW provi der.

MR WLSON. And, Conmi ssioner Licht, | mght add
to that, | think John's right, assuning he's right.

He negotiated a different deal with them But
| don't have any problemdetailing exactly what our node
| ooks like. W've been pretty candid about this fromthe
get go.

W take five-and-a-half percent out of every
dollar that's wagered. To date that obviously hasn't been
enough. Because, you know, we've got invested in this
operation about $150 mllion dollars, as | said early, we
hope to nmake up for the negative costs that we absorb with

advertising revenue in the day.

So to John Van de Kanp's point, it's
certainly in our best interest, and we're working as hard
as we can to get broader distribution. Because with
broader distribution you increase -- the advertising
conponent of our notto.

But | don't nmake apol ogies and | think we
shoul d for what we have perforned on to date, in terns of
buil ding the distribution that we have. The wagering
platforns that we have. The marketing prograns that we
put into place. That costs noney. And we've been up
front about this fromday one. W take five-and-a-half
percent out. The tax rate in Oregon is quarter of a
point, and as you al so know, we pay a half a point to the
NTRA and that noney goes back in to where this prograns,
mar keting prograns et cetera.

So you can look at it as if we're taking a
fee of five-and-a-half percent to do everything that
you' ve seen that we've done or you can | ook at and say
it's six-and-a-quarter, if you add in the quarter of a
point for the tax rate, and the half a point fee to the
NTRA. In any iteration it's less than the statutory



percentage that's set out at six-and-a-half percent.

So | guess to your point, | can't conment on
whet her or not a bet on Santa Anita under advance deposit
wagering is producing a slightly -- a slight bit nore

revenue if it's done under the deal that he did there
versus under our system Under the statutory

distribution, it's the sane.

MR LICHT: | understand that. The statute is what
it goes to everybody.

MR WLSON: It is. That's why we all worked hard

to pass it.
MR LICHT: But ny understanding is that the TCC
negoti ated a nore favorable -- ny understanding it's a

fact, he's negotiated a nore favorable deal with Magna
t han what the statute requires.

MR WLSON:. And | assune that's correct. Again,
haven't seen it. Wat we are doing requires an enornous
anount of noney, as you know. Qur distribution of eight
mllion hones passed in the United States stands on its
own. Qur distributionto close to a mllion hones passed
in California, alone stands on its own. And | don't have
any nore to add to that.

MR, VAN DE KAMP: M. Chairnman, John Van de Kanp,
agai n.

The statute just lays out the naxinmuns for
what the ADWproviders can get. And it also |ays out
maxi muns for out-of-state host fees that we pay.

And | think it's -- M. Wlson, | think we'll
both agree there are pretty major differentiations, you
know, beneath those rates. Hopefully, when it gets to
what we're paying for out-of-state races, we want to pay
as little as possible. Because then it goes back into our

i ndustry.

MR, HARRI'S: -- concede TVG you know, has a
distribution network that will enhance what we're trying
to get, but it does look |ike the dollar -- say for
exanpl e, a dollar placed on Magna's -- a California
resident paid a dollar on Turf Paradise, wll
return less to -- California, it would return nore to

California invested through MAGNA, than invested through
TVG and maybe that's okay because of the total picture but
(unintelligible) it's not exactly the sane deal

MR, WLSON: That again, Conm ssioner Harris, I'm
speaking to sonething I don't know about. Because
wasn't party to that agreenent. But | think your point's
wel | taken.

W& have narketing conponents that you have
seen today and before. W have the distribution systens
in place that you have seen today and before. And we fee
that the price that we charge for doing what we do, the
five dot five, considering the scale that we operate on
and the scale that we want to operate on, is a fantastic
deal for racing. Because in the end we have to have sone
pretty strong advertising revenues to make uh, this whole
t hi ng add up.

MR LANDSBURG. \What happens if you don't? Were
does it cone fron®
MR WLSON:  Well, that's a business risk, uh



M. Chairman, that anyone undertakes as you well know

W started into this with our eyes open. Qur
fee is five dot five, that's where it started at the
beginning. W're very confortable that in nmarkets where

we' ve been allowed to deploy with no question about that
depl oynent, whether it be Kentucky, whether it be
Maryl and, now, hopefully, here in California if we get the
approval that we execute on distribution

In Maryl and, for instance, now, we're on al
of the Contast Digital systenms and that's inportant
because that gives us the ability over the next year or so
to do the renote control wagering, which we highlighted.

MR, LANDSBURG: I n your experiences therefore,

Mark, there's been a rise or a |owering of on track
att endance?

MR WLSON:. To date, | think if you | ook at
account wagering across the country and you look at it in
terms of contributions --

MR, LANDSBURG. No. | was asking your specific --
pl ease, give ne specifics. Now, let's not have a | ot of
bl ue snoke, there's enough floating around this room

MR WLSON:. Okay. Ckay.

MR, LANDSBURG. What specifically can you point to
as your account wagering that's been in place, produced in
terms of on track attendance?

MR WLSON. In terns of attendance, then Kentucky,
which is the nmarket where we've been nost invol ved.
Attendance in Kentucky has been relatively static, as you
know.

In ternms of purses, contribution to purses,
for the first four years that we were there they went up.
Last year they went --

MR, LANDSBURG.  Appl es and oranges, Mark. Don't
give nme apples and oranges. On track attendance --

MR WLSON: -- I'mno Ferris Bueller

MR, LANDSBURG -- new fans is what we're tal king
about. Now, as you haven't been able to acconplish new
fans, then what can we | ook to?

VMR BAEDEKER: Ri ck Baedeker, Hollywood Park. In
response to your question, | can answer as it relates to
Churchill Downs.

TVG has been in Kentucky for many years,
broadly distributed for the last two years. There has not

been a decline in attendance at Churchill Downs until this
last meet. And | believe that if you asked the people
that work nore directly at Churchill Downs, they would

attribute the decline to the Riverboat, the Ceasar's River
Boat that has been expanded across the river fromthem
about 15 minutes away. Up until that point, there hadn't
been any decli ne.
and | believe, and maybe the TVG fol ks know

better than nme, but | believe the first neet after TVG was
depl oyed i n Lexington, Kingland showed an increase in
attendance at that first neet. | don't know what the
nunbers have been since then. The uh -- the [ast neet for
Ki ngl and and that was while they reported Kingland set a
record for |ive attendance.

MR LANDSBURG M. Pizance, that's the first tine



we're (unintelligible).
MR Pl ZANCE: Ckay. M. Chairman and Board again

just sitting in the back roomand | ooking at these two
presentations, but again -- nay be a sinpleton's thoughts
and |'maddressing M. Leight's coment.

MR, LICHT: Licht.

MR PIZANCE: M. Licht, if | were selling apples
and | said to you, I'mgoing to sell so many apples a
dozen and |'mgoing to give you 70 percent of the profits.
and another fellow said |'mgoing to sell 500 dozen appl es
and give you 50 percent of the profit, would you buy the
fellowthat's just going to sell the small anmount of
appl es? Because you thought you nmade a better deal ?

In other words, you have to | ook at
distribution and think what is the opportunity for vol une
and distribution versus what's the nmark up on not nuch
distribution. | nade a comment earlier today, and anyone
can refute it.

To the best of nmy know edge, today is if the
person you |license previously today starts tonorrow, they
have t hree thousand custoners. Now, whatever they're
margin is on that, probably isn't going to generate the

kind of incone you're |looking for the state, | would
think. It's going to take thema long tinme for themto
build that. And you need to focus on that, | think

rather than the deal

MS. MORETTI: You know, if | may, M. Pizance, |
agree with a lot of the things that you said, but | think
that we're walking a little bit -- we're wal king away from
what our charge is here.

A new | aw has been inplenented in California
to allow for ADW W as a Board, as a regul atory Board,
appoi nted by the CGovernor are here to approve or deny or
del ay applications.

And for as nuch as we all want a new fan
base, and this is why this whole | aw got passed in the
first place, we have certain requirenments fromwhich we
are coming fromin terns of our vote as to who does or
does not get licensed in the state and -- so just because
someone sells nore apples or doesn't, that doesn't nean
that we don't get to give that person or that group a try.
If they fulfill the obligation, again -- if they fulfill
the obligations that we and the | aw have | aid out.

So this is where we're coming from W all

want what you say. | |ove what TVG does. |'ve watched
themfor a long tine. But | think that we have an
obligation to make sure that we do our best -- as best we
can to carry out what we're here for.

MR PIZANCE: | agree 100 percent with that, but
that really wasn't the point that | was making. | was

trying to talk to M. Licht, specifically about margins
and profitability.

In other words, what am | getting paid for
this bet. And what I'mtrying to say to you whet her one
person pays you 4.3 and the other one 1.7. |If you believe
that the 4.3 is a better deal but you only get five sales
i nstead of 500, you've lost. You thought you nade the
best deal, but you didn't. You just have to understand



01 that, that's -- when you're talking risk -- that's

02 sonething when both of these firnms start in this progress
03 we don't know one which will be the greatest.

04 | watched the presentation. This roomhas as
05 far as nedia and delivery and distribution, et cetera.

06 think it's pretty clear, who's got the edge today. What

07 it's going to be in a nonth or two, | don't know, but I
08 know where |'d bet.

09 (Audi ence Appl ause)

10 MR LANDSBURG  Lonnie.

11 MR, BLONIEN: Thank you M. Chairnman and nenbers.

12 Rod Blonien representing Los Alamtos Quarter Horse Racing
13 Association. Wiat really is before us is the TVG |icense
14 application to do ADWfor Los Al amitos.

15 We have had a | ot of discussion about

16 Thoroughbred racing -- this is the opportunity for Los

17 Alamtos Quarter Horse racing to access nillions to

18 mllions of hones in the country avail able through the TVG
19 system --

20 MR, CHI LLI NGWORTH:  Sherwood Chillingworth with Cak Tree
Raci ng.

21 You've been asking for specifics and | think I have one

22 for you at any rate.

23 To denonstrate the effectiveness of TVG Doug
24 Burgess is here in the audience fromCBAI. He and | put
25 on the Cal Cup every year. And we tried the mllion

26 dollar guarantee Pick Six for three years of the |ast

27 five. O two of the last three we were well below the

28 mllion dollar guarantee. W did $874,000 | think in 1998

01 and $972,000 in 1999.

02 One of Mark's associates called nme back in
03 Septenber and said, Chilli how about our doing somnething
04 for the Cal Cup and in return you can have a race for us.
05 And | said, okay let's talk about it. So it suddenly

06 occurred to me, | called back and |I said, let's get them
07 to put the purse -- for the two weeks prior to Cal Cup,
08 stress our nillion-dollar guarantee Pick Six. And the
09 fact of the matter is, for the first time in the history
10 of OCaktree and Cal Cup, we exceeded the mllion-dollar
11 guarantee. And they did a terrific job in pronoting it.

12 I"mjust saying this is a great exanple of

13 the reach of TVG to get to the people you want to get to
14 Now, what -- this bring in new nenbers and | can't

15 denonstrate that, but -- new fans. But it does show that
16 they have an honest inpact. Thank you.

17 MR LICHT: Thank you, John. W have a coupl e of
18 other people who will be speaking.

19 MR, LI CCARDO Ron Liccardo, Pari-Mituel Enployees.
20 | have to say the same thing | said before, which is I'm

21 opposed to the application because | don't believe they
22 satisfy the provision where you discuss anything with
23 | abor about jobs.

24 So until sonmebody di scusses with ne about
25 jobs. | guess we voted -- one person that has been
26 approved. Thank you.

27 MR LANG M. Chairman and nenbers, Joe Lang.

28 Mark WIlson here with TVG and the conpany asked nme to sort
0143



of followup with M. Liccardo's statenent, just to make
it clear, there are a couple of issues that are left to
resolve with regard to noving a hub into the state of
California.

Once those issues are resolved, | think it's,
in fact, TVG s desire and intent to sit down and get
negotiations with M. Liccardo and the Pari-Mtuel d erks'
Union to have those enpl oyees and those jobs be, in fact,
union jobs; and | think that we can comit to that. It
was part of the discussions with regard to the legislation
this year. And | think in the spirit of goodw Il and
fulfilling comitnents that that woul d happen

MR LANDSBURG: |I'mnot sure | quite understood
what you just said. Does that mean you are going into
negotiation? You are not interested in negotiation?

You' ve never been interested or will be? But you're not
t here.

MR LANG | think -- I'Il let M. WIson expand on
this, but the point that M. Liccardo is raising is when a
hub is located in the state of California, which TVGis
not yet. But when a hub is located in California, the
conmmitnment and the spirit of the aw was to nake those
enpl oyees, uni on enployees, and in fact that conm tnent
woul d be uphel d.

MR, LICHT: Are you an enployee of T -- T -- TVG?

MR LANG |'ma consultant. |'mthe registered
| obbyi st for TVG --

MR, LANDSBURG Let ne come back to what | think is

cruci al here.

TVG has its studios here. | think that's a
plus, but we're tal ki ng about people within the racing
i ndustry who by what you are asking us to license, wll
| ose sone of their jobs because the audience, an unproven
ability to bring in a new audi ence, is going to nmean a
| esseni ng of audi ence, probably, and jobs going bye-bye.
And | don't think we can in good conscience give you a
license until we know that you are going to support that
kind of group within this -- within this state.

Because that's what this is all about. That's
what this neeting is all about. What's good not only for
TVG, and not only for horsemen, but what's good for al
t he people who are working inside racing. | don't hear it
now.

MR WLSON:. 1'd like to respond to that. Today we
have 200 plus jobs in California. At the studio it is in
support and capacities. Qur parent conpany, News
Cor poration and Fox has enornous investnment in union and
nonuni on jobs, and they're part of us --

MR LANDSBURG. -- racing, racing?

MR WLSON: -- we're a business unit of that
conpany.

MR, LANDSBURG. -- pl ease.

MR WLSON In Oegon, where we have custoner
service representatives, those are about 30 to 35 jobs.
W& have a tax rate issue, which is also very inportant to
Cal i fornia.

If the tax rate issue, is such, that that tax
rate is the same as what we pay in Oregon, we'd be happy



to nove down here, and we'd have an incentive to do so.
Because we would want all of the those jobs in one
location fromthe efficiency standpoint. |If the tax rate
i s much higher, what happens is that under the statute
horsenmen and racetrack partners get less significantly
| ess than they otherwi se would. So these issues --

MR, LANDSBURG. -- are there jobs?

MR WLSON: No. |If the tax rate in California,
M. Chairman, is 1.2 percent or higher there's a ful
percentage point that is taken away from horsenmen and the
racetrack in California. |f we can get resolution on that
very inportant issue, we have every incentive to have al
of our enployees in one place, but that's a very inportant
i ssue for every single person in this audi ence. Because on
scale, it can ambunt to a trenendous anount of noney. But
the statute and the regulations itself, the statute and
regul ations clearly authorize approval of an out-of-state
hub. And we conply with those statutory and regul atory
requi renents. Thank you.

MR LANDSBURG In so far as |abor is concerned?

MR WLSON: Yes.

MR, LANDSBURG. | just want to be sure, that's all

MR WLSON Yes, M. Chairnman.

MR LANDSBURG. -- | don't want to be out on those
linbs. But -- now, what about this goodw Il prom se that
we just heard? What is that going to anpbunt to?

MR WLSON. M. Chairman, | just explained that
assum ng the tax rate issue could be handl ed because it
has an enornous inmpact on scale to horsenen and the
racetracks --

MR, LANDSBURG. But that's a negative, Mark. That's
a negative. Are you going to go up and ask for that? Are
you going to try and try to put that --

MR WLSON Yes. Yes. Yes. W're working on
that now. Qur counsel is working on that issue now But
it does cost us noney to nove jobs and to nove operations
down, which we want to do because it woul d better from our
st andpoi nt to everything under one roof.

MR, LANDSBURG Any nore discussion? |'msorry.

MR HALPERN. Ed Hal pern, California Thoroughbred
Trainers. | would just like to renew ny objections I
raised to the earlier licensing application. And to point
out that I, like nbost, amvery confused about all this.
The rush to judgenent has created that confusion for al
of us. M. WIson points out that at |east, not as far as
Los Alanmitos is concerned, but at |east as far as the
upcom ng neets, the agreenment will be between the
horsemen' s organi zation and the racetracks, not between
the horsenen's organi zations and TVG Yet in the prior
situation with Magna the contract signed by Magna is
actually not by the racetrack, but it's by Express -- Jim
Mc Al pine is President of XpressBet. So you got the
different entities comng to contracts and it may well be
the correct procedure, but |I don't understand it. And

given that none of us seemto, it would be nice to know
that we all understood what was going on before we -- we
approve the application.

Thank you.



MR LICHT: Wuld it be safe to say that you on
behal f of the CTT do not believe the statutory paraneters
adequately protect the horsemen?

MR HALPERN. | believe that there are --
apparently, sone things in the statute that are left to
confusion. Wether were -- yes. | would say that it does
not adequately protect the horsenen.

MR LICHT: 1'd like to hear fromM. Van de Kanp
on that, too and hear TOC s reconmendation on this
application.

MR VAN DE KAMP: W expect to negotiate with them
with respect to Hollywood Park and the other tracks that
are sending signals out of state. | can't speak -- and
don't want to interfere with respect to Los Alanmtos. And
| guess I'mnot going to object to their Iicense here
today. Because what happens in the next couple of nonths
over there, you know, may not be very nuch to tal k about.
But once you get to the Hollywood Park neeting, obviously,
at that point, there will be a different contract. |'m
| ooking forward to, you know, talking with Mark and
wor ki ng our way through that with himat that tine.

MR LICHT: [I'Il ask John a question then, behind
that -- or Mark.

One of the things that convinced ne, in

connection with Magna's application or from XpressBet is,
basically, as | see it, there's no cannibalization because
it's the same to the horsenen, or virtually the saneg,
what ever arena the bet is placed in. And that's one --
that's the only thing that concerns ne with the TVG
application.

MR, WLSON. Again, in our application
Conmi ssi oner Licht, other than this variable, which I'm
unawar e of, which neans that the hub fee that we charge
five and a half percent for, apparently, Magna's systemis
taki ng sonething less. That's the only variabl e that
we're dealing with here today. And again, | think the
proper way to reviewthat is, is that were in hopefully,
800, 900,000 California hones with real television, and
real prograns and wagering platforns today.

So whatever that variable is, | don't know.
M. Van de Kanp has said, that fromthe TOC s perspective
that they view where we're at today differently than where
MEC is today, with primarily the Internet wagering service
and a satellite service that can be seen by 3,000 peopl e.
There's quite a bit of difference.

And | would presune that if Magna is
successful and does build real distribution, that fee may
increase or stay the sane. | don't know But there is a
qualitative and a quantitative difference between where
we're at today on that point.

MR HARRI'S: Just a point of information, how | ong
are we proposing to approve these |licenses for?

THE BOARD: Two years.
MR HARRIS: Is it tw?

THE BOARD: -- the nornmal termof a license is two
years. The Board could, of course, condition it
differently.

MR HARRIS: -- you really got two different nodels



here, which are really involved, you know, different types

of marketing strategies -- bothers ne to do these for two
years w thout having a chance to revisit them
MR VAN DE KAMP: John Van de Kanp, again. | don't

want to add nore confusion to this business, but again, in
terms of nodels, we now have one until Novenber 15 with
MEC. That is a nodel that's been negotiated and approved
by both the tracks, and MEC, XpressBet, whatever you want
tocall it.

Wth respect to TVG the horsenmen in
California, they will be working out, in a sense, a nodel
that may be different in some ways than it is with MEC
That will all depend, and we'll be back before you |I'm
sure. Because for themto carry California races out of
state, they're going to have to have an understanding with
us, and I'msure that we'll work productively together to
try to get there

So right now, you have the Los Al anitos
situation in front of you, and for the remainder of the
year, basically, because they have Hol |l ywood Park. They
have Del Mar. They have Fairplex. They have CGak Tree,

really up until that tine. You'll have different
horsenen's agreenents that might be different fromthe
ones that they have at Los Alanmitos. So the nodel -- al
I"'msaying -- is it could well change, depending on the
final understandi ng we have.

MR HARRIS: -- as far as the TVG nodel, do they

have any plans in Northern California or does Northern
California fairs have any talks with the TOC?

MR WLSON. Chris, you might want to speak to this
poi nt, but we've had nunerous discussions with Chris
Korby, in ternms of the fairs, and we'd be delighted to
enter into a relationship with themto show nore fair
raci ng on TVG

MR, LICHT: On an exclusive basis?

MR WLSON. Exclusive or nonexclusive, their
choi ce.

MR, LANDSBURG. M. Liebau

MR, LI EBAU. Yes, Jack Liebau from Magna
Entertainment. | would just like to state what the Magna
position is.

W bel i eve that anybody that neets the
criteria for the license, should be Iicensed. W think
that multiple providers in the marketplace will serve the

California industry well and that conpetition will be good
for everybody.
Thank you.
MR ALLRED: Ed Allred, Chairman of Los Al amitos
Race Course. | want to reiterate what Jack just said.

W are in favor of the Magna nodel being

approved and we're also certainly very in favor of the TVG
nodel al so.

Because we believe in TVG W think they' ve
showed today what effective their marketing nodel is. CQur
horsenmen are strongly in favor of it. And we're ready to
go ahead. And we appreci ate your approval of our -- the
application for TVG

MR SPERRY: Let nme, if | mght add, ask you a



guestion. You have a current agreenent with Dish to cover
800, 000 people or whatever it is. Is it an exclusive
agreenent that says that you can't put your television on
DirectTV, as an exanple, currently?

MR WLSON: No, Comm ssioner Sperry, there is no
such restriction. Qur agreenment with D sh was negoti at ed
a couple of years ago, and it's for carriage of TVG on a
| ong-term basis, on every single platformD sh has,
whether it's their -- they do different marketing tiers,
but whether it's Top 100 Platform Top 400 Platform Top
40 Platform TVG s on all those tiers, and we'll be
| ong-term

MR SPERRY: You nentioned that there was
negoti ati ons going on fromone conpany to buy the other
I's there separate negotiations in the event if that fails
that you're trying to get on DirecTV? Wich probably
covers nore people in Southern California than any other
Network there is.

MR WLSON:. As best we can tell to your point,
Conmi ssi oner Sperry, DirectTV has around one mllion

Californian hones. Dish has about 700,000 Californian
hones, but you probably know that D sh was successful in
buying Direct TV? The big question is, is whether or not
that will get regulatory approval over the next nine to
twel ve nonths. |If it does get regul atory approval, we
believe -- in a position, it doesn't have the constant

di al ogue with DirectTV today about worki ng out our own
deal. And obviously, for DirectTV it has a big presence
here. Qur ability to be licensed in this market will be
very inportant. Because that's how they obviously nake
sone noney, too

MR, SPERRY: Well, then obviously it hel ps the
people in California so you don't have to buy nore than
one di sh?

MR WLSON: R ght.

MR, LANDSBURG.  Further discussion

MR KORBY: Chris Korby, California Authority
Racing Affairs. 1'd just like to confirmwhat Mark
of fered before, that we are in discussions with TVG for
carriage of the California fairs.

MR LICHT: 1'd Ilike to just go over one nore thing
with Mark and reiterate, because | think your product is
just sensational and I'ma big fan of TVG s, but I'm
really concerned of -- | understand what M. Pizance said,
if we can increase the betting volunme, uhm it's better to
i ncrease the betting volunme even if it's at a reduced rate
for the horsenen. | understand that principle.

VWhat |'m concerned about is if we don't

i ncrease, and we're -- and we've had our canni balizing or
our existing fan base, and |I'mnot sure that the evidence
is clear that what you' ve done before isn't just that, so
that if you do cannibalize, it's not a good result for the
California horsemen. And therefore, | mght be nore
confortable with a shorter termas |ong as these higher
rates are in effect, until we can see what happens with
the canni bal i zati on.

MR LANDSBURG (Good idea

MR WLSON: If | could speak to that Conm ssioner



Licht. The experience in the other states where there is
tel evision, whether it's Pennsylvania or New York, shows
that purses have grown dramatically. And in both of those
states, to Magna's point earlier today, there is a fairly
broad television distribution. |In Kentucky, for instance,
other than with two mllion dollars -- pronoted and hit
| ast year, purses went up substantially for the four years
that we've been in that state.

And again, | think racing will be |ike any
other sport. The critical elenment is that if there's a
br oader distribution, demand for the product goes up, and
purses should go up as a result. W' ve seen that every
where el se that account wagering has been inpl ement ed.

And | think the same will be true here.

MR HARRIS: | would agree with Roger that -- |
nmean, | feel that it -- the likelihood that it's going to
be an excellent nodel. But it seens that if the XpressBet

ef fectively only goes through towards the end of this

year, that it keeps everybody on an equal playing field of
-- that this will generally go to possibly, |ike, Decenber

31st or -- sonething.
MR, LANDSBURG.  Suzanne, based on the fact that TVG
is going to -- if we approve the license, will it be

broadcasting for the nonent out-of-state racing and
Quarter Horse racing? WII the sanme support be avail able
for just the Los Alanmitos Racing? And let us say they
don't get a Hollywood contract, just for argunment sake.
The sane pronotional trust for TV Quide for -- for
Quarter -- you were the one who represented TV Quide, so
I'"'mconing to you as a whol e.

MS. MEEKS:. Yes. Absolutely in every |aunch
envi ronnent and every environment today that TVGis
i nvol ved. Al of our platforms, magazine, online, |IPG and
channel support.

MR, LANDSBURG. -- will be set for this process at
Los Al ?

MS. MEEKS: (No audi bl e Response)

MR, LANDSBURG. We'd like to be sure that it's al
in place because we only have this shot for now.

Mark, did you want to say sonethi ng?

MR WLSON:. No, sir.

MR, LANDSBURG. Is there further coment?

MR HARRIS: 1'll nove that we approve the TVG
license, except only through the end of 2002.

MR, LANDSBURG Is there a second?

MS. MORETTI: -- don't understand why you wanted --

MR HARRIS: Onh, okay. As | understood it, because
if they got the Iicense and sonehow t he nodel didn't work,
that the cannibalization, you know, was significant, and
it looked |like the fee structure is just not appropriate,
that we have a chance to revisit it. | don't think it's
looking at it as being punitive, it's just prudent to be
able to take another look at it after a year to see what
t he nunbers are | ooking |ike.

MR LANDSBURG: That's the notion. 1Is there a
second?

MR LICHT: | second it.

MR LANDSBURG. All in favor?



THE BOARD: Aye.

MR LANDSBURG: |'msorry, can | count those
pl ease.

M5. MORETTI: -- sorry to be slow right now But |
want to approve the application notion --

MR LICHT: For the one year that John proposed?

M5. MORETTI: The Board is for two years --

MR LANDSBURG Well, there's a notion on the
table, that notion was to be voted on

May | have the vote, please, again.

(Hand count) The vote is two, three, four
five. The nmotion is approved. Your |icense application
per the decision of this Board is to -- for the year 2002.

I's that what your notion was; correct?

MR HARRI'S: Yes.
MR, LANDSBURG | just want to nake sure. | nove

that we revisit it at the end of 2002.
MR HARRI'S: Yes.
THE BOARD: Does anybody want to take a break?
(Break in Proceedi ngs)
(A break was taken in the Proceedi ngs at

3:00 p.m, and the Meeting was reconvened at

3:21 p.m)

(Ms. Granzella is not present)

MR, LANDSBURG Ladi es and gentl enmen, we are noving
on in the agenda, which | would hope to be able to find
anongst all of these papers. Here it is.

W are at Item 7, Discussion and Action by
the Board on the Application for License to Conduct Advance
Deposit Wagering by Autotote Enterprises Incorporated.

John Reagan, would you pl ease give us your
staff report.

MR, REAGAN. Certainly, Conm ssioners. |In the
application of -- presented by Autotote Enterprise they
have dates of operation for their out-of-state hub 363 days
per year. They will not operate on Easter or Christnas.

Hours of operation Monday through Saturday,
10:30 a.m to the close of racing; Sunday 11:00 a.m to the
cl ose of racing; and Sunday through Thursday close will be
approxi mately 12:30 a.m Friday and Saturday closing wll
be approxinmately 1:00 a.m

Staff has notes, a nunber of items still
m ssing. They have no contracts with California
associations as listed in the still needed itens.

horsenmen's approvals are not here yet, and neither is the
entity that will provide the advertising services, the
$500, 000 financial security -- excuse ne, they have it, it
will expire, also the deposit information does not specify
California account holders only have one access to one
deposit per each racing day. Essentially, we have a
nunmber of concerns and M. Payton is here representing
Autotote and will speak to those

MR, PAYTON: Thank you. Dave Payton with Autotote
Systenms. |'mone of the subsidiaries of Scientific Ganes
whi ch al so owns and operates Summertive (phonetic)
Enterprises. So that's why |I'mhere today, today to
represent them

Qoviously, it's tough for Autotote



Enterprise to follow presentations |like we've seen so far
this norning and the afternoon. That's not the really not
the venue that they offer today, but this is uh, really
kind of a different approach or a different aspect of the
new | aw that | think needs to be considered on the
enterprise, these things need to be considered in the fact
that the regulations allow for out-of-state hubs to apply
for (unintelligible) services and yet there's the
difficulty of being able to get licenses in our agreenents
with tracks to actually being able to nove forward. So
that's kind of the reason that it's, um um that we
thought it was worth it for us to address this.

Autotote Enterprises has been in the
busi ness for the |last nine years. The state of

Connecticut has authorized California wagering for about
20 years and they decided to privatize nine years ago and
that's when Autotote Enterprises cane in and bought the
servi ces and has been providing services. Since then it

has increased handle over -- in this operation over 60
percent. Wth that --
MR, LANDSBURG |'msorry. Please repeat the nane

of the Operation because | was --

MR, PAYTON. Autotote Enterprises.

MR LANDSBURG: No. | neant the increase in the
handl e - -

MR, PAYTON. Ch, handle, it was 60 percent increase
i n handl e.

MR LANDSBURG. At where?

MR PAYTON: At the Connecticut off-track.

MR, LANDSBURG Yes. (kay. Thank you | got it
Now.

MR PAYTON: Sorry. They currently -- it's a

relatively small operation to what we've heard so far
today. The current active account holders with
Connecticut tel ephone accounts are only about $5,000, and
they do about $20 million in handle per year. So they're
basically a relatively small operation, but they do
provi de services to over 30 states in the U S.

Initially in the outset with Autotote
Enterprises taking over, they actually took wagers from
California residents. 1In Autotote being one of the main
service providers to the racetracks in Canada or

California, obviously, it was a conflict of interest for
Connecticut to continue doing that. Plus with the
questions of whether or not account wagering was | egal
froma California resident, Connecticut stopped

i medi ately and hasn't taken any California wagers,
residents' wagers for years now.

Connecticut Teletrack doesn't offer Internet
services. It's not authorized in Connecticut. There's no
plans at this point to be able to take that path. They
don't provide TV, that's not their ganme, the business that
they're in. Being Autotote Enterprises is owned by
Scientific Games. What we are i s a wagering conpany t hat
run an off-track operation with tel ephone betting all owed.

So we have an operator tab system operator
t el ephone (unintelligible) systemwhen we have an
automated systemwith an IBR and that's what we offer. W



have a web site that identifies to people how they can --
how t hey get access to open an account, nmake deposits,

withdrawal s, all those things. And it's been, like
said, we perceive --
we're -- right then, it is a very successful operation for

the small venue that we operate in

You have to renenber the tel ephone betting
network around the country actually has been very popul ar
for along tine with New York and Pennsyl vani a bei ng
really, the forefront, and Connecticut, obviously, being
the much snal | er geographic region to deal wth.

Un it is a point of ours that enterprises

operates southern rules and regul ati ons governed by the
Connecti cut Departnent of (unintelligible) Revenue. So
it's (unintelligible) and legally operated entity, you
know, wi thout (unintelligible) nystique and all that
stuff. So | thought that was worth pointing out.

The real concern is that we've nmade --
addressed or tried to address -- this the ability to be
able to get contracts with various associations, and we
just haven't been able to do that. So not making that
step, we didn't see that there was any really ability for
us do anything with horsenen's organization at this point
or anybody else. So that's kind of where we stand, but,
you know, we view the ADWas an opportunity for an
out-of-state hub to be able to apply to them to subnit a
Iicense application. W provided the bond and what not, so
we're very serious to do this. W're just really not sure
what we can do next. So we'd like to continue to be able
to make -- nake steps to reach agreenents with the
associ ations, and, um you know, that's kind of where we
st and.

MR, LANDSBURG. You do have |icenses for simulcast?

MR, PAYTON. Yes. Yes. And that's one point. The
application they did subnmit -- they listed all of the
tracks that they currently offer under a tel ephone betting
systemthat included all California associations, and that
wasn't the intent. They weren't trying to say that they
can -- they would offer those wagers to everybody w t hout
the contracts, so they also listed all the G eyhound

tracks and all the Jai Alai (unintelligible) and all that
stuff.

MR LANDSBURG Clarify for me, | don't know, can
-- can Connecticut accept tel ephone wagering on California
raci ng through the sinulcast outlet?

MR PAYTON:  They' ve taken wagers fromtheir
account hol ders --

MR, LANDSBURG -- fromtheir account hol ders?

MR, PAYTON: -- in California races, yes.

MR LANDSBURG Ri ght.

MR, PAYTON: That's the sinul cast agreenent that
are in place with all the associations.

MR, LANDSBURG. And it covers your telephonic
recei ver bets? Just -- so | clarify.

MR HARRIS: That is on a neet-by-neet basis.
I would understand it though, that at any given neet, has
to give you perm ssion, which going forward | woul d think
Sout heren California tracks and horsemen woul d be hesitant



to do that --

MR PAYTON: |'mnot privy to what will happen, but
| do know that their -- it's been -- they've been another
outlet -- another guest outlet, just as anybody else in
the country has been

MR LANDSBURG. What -- what -- let us say you have
the agreenents, just so | can fathomthis and understand.
Let's say you had the agreenents with the track since your
operation is rather contained in Connecticut --

MR PAYTON:  Un- huh.

MR LANDSBURG. -- how would that serve as an
advantage to you? | nmean, why would you seek it is what
really --

MR PAYTON: It was -- the opportunity was we had
anot her state of potential account hol ders, new account
hol ders that Connecticut could then open up a marketing
canpaign and try to develop a new clientele.

MR, LANDSBURG. But you had it anyway?

MR PAYTON:  Well, we didn't, we hadn't taken
wagers fromCalifornia residents on the account -- on the
t el ephone betting side. That's what we haven't done.

MR, LANDSBURG Well, my -- ny -- you can't
take California residents -- you couldn't have taken
California residents anyway?

MR, PAYTON. California racing to the other 30
states, those people can nake a wager today. W
don't -- we won't allow the California resident to open an
account in Connecticut. So our goal with this application
was allow us to do that.

MR LANDSBURG | see.

MR, HARRI'S: The reason they can make a wager today
i s because, for instance, on the Santa Anita or the Gol den
Gate, um licensee agreenment there was a whol e series of
outlets that were approved by the horsenen's organization
al so, and | presune that yours was one of that series.

But that is on a neet-by-neet basis, and going forward,
I"msure it remains to be seen that that will --
MR, PAYTON. Exactly. You're afraid that the

traditional sinulcast contracts was the goal we need to
neet .

So ny personal point is -- after listening to
everything else today, it just seens interesting after
we've heard the |egislation that has been placed and the
rules that are placed, there are rules for out-of-state
hubs. Um it doesn't seemthat there's an opportunity for
out-of-state hubs to actually to be able to participate.

MR, LANDSBURG. | suppose if they won't
license you by the racing association. Ckay.
MR PAYTON: That's just the point that we nade,

guess. |I'mnot sure where to take that.
Again, |'mAutotote Systens --
MR, LANDSBURG | understand
MR, PAYTON: We're just -- ny goal is to make

everybody happy.

MR LANDSBURG  John

MR, VAN DE KAMP: John Van de Kanp, TOC. We've not
talked with themat all about this, and we don't think
that this one should get a |license.



But it highlights, | think, an issue we have
to confront. Because we've been sending our simnul cast
signals out of state to a nunmber of sinulcast sites and
that is sonehow getting routed into ADWs systens, |ike
t he Connecticut one. And we're going to have to have
separate contracts and tracks are going to have to agree
with us on that, and we're going to have to work our way
through this with the tracks to make there's a transfer

basically fromthe strict sinulcast contract to sonething
nore akin to an ADWcontract. | don't know if that nakes
a lot of sense, but | think in the next three or four
nonths, there's going to be a lot of shake up, and --

MR LANDSBURG: | think given Autotote's problem
it will not only be Autotote, but there won't be a
hub any where, other than these two for California -- or

three or four.

VAN DE KAWMP: |f that's the --

. LANDSBURG. Unl ess you base your hub in
California and then begin the process of securing --
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MR, VAN DE KAMP: O least -- sublicensing like
Youbet ?

MR, LANDSBURG. That's right.

MR, VAN DE KAMP: And that may well be that they

cone in as sort of a sublicensee and they agree that
account holders in Connecticut, for exanple, can bet
t hrough that kind of thing.

MR, PAYTON. They can now. And we get a reduced
rate on that. W should be able to get a better rate on
it. Exactly.

MR, LANDSBURG. Hello. The light bulb went on.

MR, WOOD: But you do nake a good point, M.

Van de Kanp, about the subcontractor on the person that
can pi ggyback on anot her applicant, as Youbet nade for TVG
that is an area that we have to | ook at.

MR. VAN DE KAMP: Right.

MR, BADOVI NAC. Greg Badovinac. Right now, |

bel i eve the Autotote application is significant in the
sense of the last report | saw said that there were 12
advance wagering deposit systens providers in the United
States. If you include Autotote, you had four applied
her e.

The contract with Magna, the contract with
TVGis going to limt the conpetition, the true
conpetition for California residents to opening accounts
and bet on California races, which is going to exclude
entities like Autotote, |ike the Fairgrounds, like GChio
Tab or Brisbet or any of the other eight entities that are
in the business, doing a good job for their custoners,
that would give California residents an opportunity for
choice that they don't have because of the setup that we
have between the two approved systens.

And, um | don't wish to speak for Autotote,
but | do believe that in Connecticut that the tel ephone
wagering is an adjunct to its off-track betting, say that
we have at the Fairs. And it's just an adjunct to that,
SO you go to the big tele-theaters in Connecticut that |
don't think M. Van de Kanp intends for the people to go
to the tele-theaters in Connecticut not to be able bet on



California races. | believe that our other intent is to
nake sure that if you go to these other tracks that the
California races have a full and fair opportunity to be
bet upon by those custoners at those tracks whether they
be in Florida, New York (unintelligible), et cetera.

MR HARRI'S: Yeah. | think the issue is

t hough that at sone of those tracks there's on, you know,
track satellite custoner, there al so doing tel ephone
betting out of that hub wherever it is. It's just a

t el ephone betting part is where -- for the conputer or
whatever is the part that we're really interested in

MR, LANDSBURG: At the nonment, we don't have
outreach to them As we have no -- no ability to tel
them not to take tel ephone bets fromtheir clientele on
California under the simnulcast agreenent.

| don't think that -- we can rule
California, but we can't rule Connecticut. | nean, that's
what it really cones down to

And | bring to TOC and to all of those who
remai n present who have now i nvaded our account wagering
that this sublicensing nay be a way to allow others in
because | believe one of our Board nenbers said that the
nore systens that are supplying noney to California
racetracks, the better. And it -- it certainly nmakes
sense. So we'd like you to cone --

MR, BADOVI NAC. Excuse ne, M. Chairman. |[If |
could add one nore thing | want to address during the open
neeting. Perhaps it could be incunbent upon the Board to
| ook nore favorably upon those entities seeking a racing
license that are nmore willing to share that |icense -- to
share that signal, that ability to take advance deposit
wagers with other entities so that we can expand that
base. It's not sonething that you can do directly, but
it's, you know -- well, we would look a little nore

favorably if you allowed this and won't necessarily affect
your ultimate decision, but it could be a good opinion of
t he Board.

MR LANDSBURG W will think about it. | have to
t hi nk about it.

I's there any further comment about the
Aut ot ot e request?

In that case, may | request a notion?
t hi nk once again, we don't have grounds here for -- under
the rules and regul ations that have been pronul gated by
our good | egislature, and our regulations, the |Iaw and the
regul ations to approve this license. So | guess the
notion has to be at this point, all in -- the notion on
the table is to not approve this |icense.

MR WOOD, JR.: Do we have (unintelligible) a
notion for it?

MR HARRIS: So should we just table it because
it's inconplete or should we just disapprove? | don't
know what the best problemwth the --

MR PAYTON: | would ask -- Autotote Enterprises
I"msure would still Iike the opportunity to be able to
see if they can't secure sonme contracts with the racing
(unintelligible).

MR LANDSBURG: W are -- sonebody make the notion



to table --

MR HARRIS: Yeah. 1'Il nove that we table the
Autotote notion, and hold on to the |license application
MR LANDSBURG: | think we should add until we get

-- until they have licenses in place in California.

MR, LI CHT: Second it.

MR LANDSBURG: All in favor

THE BOARD: Aye.

MR, LANDSBURG. Any oppose?

UNKNOWN:  Nobody.

MR LANDSBURG: Ckay. M. (unintelligible) the
application has been tabled for this monent waiting for
further information from Connecti cut.

MR HARRIS: M. Chairman, | have an itemthat
relates to Item5, which is the approval of the XpressBet
application. Wen | voted to do so, | was under the
i mpression that that application did term nate on COctober
31, 2002. Because that was part of the horsenen's
agreemnent .

And subsequently, when | nade the notion on
the TVG Application, | felt that was being consistent to
make it go a year. So |I'mnot sure exactly what the
notion was, but | think the intent of the notion was --

MR, LANDSBURG \Well, clarify it right now All
we're approving is the Los Alanitos portion of the --
because that's that all they have in ternms of
horsemen |icense

MR HARRIS: Well, they have a license -- that's
the reason | was concerned here that that could
(unintellibible) over a year versus two years.

MR, LANDSBURG. But that's why we linited it to a
year only because the potential for cannibalization had

reared its ugly head during our discussion and it was
decided that we would want to revisit this question at the
end of the year. The end of the year in this case would
have been the end of 2002.

MR HARRI'S: Yeah. |[|'mokay on that one. [It's just
on the Magna one that the intent there would be that -- it
woul d al so be the end of the year -- or the end of their
year, which is going to be -- well, basically at the end
of the year.

MR LANDSBURG Well, if -- with Magna if we did
that, one the principal tracks would never -- we'd never
be able to get a result fromone of their principa
tracks. | believe -- | didn't -- | think it was Roger who
made the notion who should really speak to it.

MR, LI CHT: It was ny intent that it would be the
end of the year, and | guess was remss or -- that if it
wasn't stated specifically, |I don't know what the right
way to do it would be, but to amend the notion or what
we're going to do early tonorrow is to make sure that
that's clear.

THE BOARD: |'mnot sure what the original notion
was because | don't think we have it at hand, but |
believe that we need to clarify what that -- at this tine.

MR LANDSBURG: M understandi ng of what | voted
on, was at the end of this year, we would cone back and
revisit the license of themfor the second year



MR LI CHT: That's nmy --
MR WOOD: You're tal king about the |icense

for XpressBet?

MR LICHT: Yes.

MR WOOD: For both?

MR LANDSBURG: No. W had voted -- if -- the
rationale for not doing that with Magna and not limting
it that notion was nade seconded for -- only for TVG

MR HARRI'S: Yeah. But going back to the Magna
notion -- uh, | interpreted that to be in confornmance with
the horsenen's agreenent that they had, which expired at
the conclusion of, um of the neet.

When | said, basically, any neet be run in
California by a TVG on track on Qctober 31st, until the
concl usion of that neet, whatever that is, but that
definitely wouldn't be a two-year |icense

MR, LANDSBURG  For Magna?

MR HARRI'S: Yeah

MR, LANDSBURG O XpressBet. XpressBet is a
two-year license. It does not have a hold.

The TVG license has a hold at the end of the
year for revisiting and that was the condition of approval.

So at the end of this year, Magna woul d have
to take a close | ook at cannibalizing and about the
relationship of their signal to their prom se. Those are
the things that we'll be revisiting anyway at the end of
this year. So it would be --

MR WOOD: |If the TOC contract expires and not
renewed yet, it will be revisited at the tine?

MR, LANDSBURG. Yeah. |If the Magna doesn't have a

noti on they can't nove forward.

MR WOCD: Ch, I'mafraid (unintelligible).

MR, LANDSBURG  Yeah. That's what the notion was,
and that's what was approved by the Board.

MR TOME: If |I may, before we |eave the esteened
and bel oved account wagering di scussion --

MR, LANDSBURG  Bel oved by whon?

MR TOME: The renuainder of this audience | take
it. But -- Norm Towne, again, representing the three
Northern California fairs and Local 280.

| wanted to rai se one issue that hasn't been
rai sed today. None of the -- neither of the two
applications that were approved has an agreenent with
fairs, with any fairs. The fairs are the off-track betting
franchise in California.

MR LANDSBURG | --

MR TOME: Yes.

MR LANDSBURG | believe that -- | believe that
Chris Korby said they are in negotiations, favorably
pursuing it and believing that they will close. That's
what Chris Korby said.

MR HARRIS: No, they don't have them though

MR, TOMNE: They don't have them t hough

MR, LANDSBURG They don't have them at the nonent.

MR TOME: And ny point in naking this statenment
is that at |east 25 percent of the custoners that are
currently playing horse races in California are at these
facilities, and are those facilities custoners. And when



you tal k about cannibalization, that is a significant
portion of the revenues that accrues to horse racing in
Cal i fornia.

MR LANDSBURG: That's still up to the fairs to
nmake the deal

MR TOME: | understand that. | just wanted to --

MR LANDSBURG: Ckay. Well, it's still up -- that
-- if they don't nmake the deal, we'll have a significant

hol d on account wagering, but that nay or may
not be an inportant factor

MR HARRIS: Well, as | understand the |egislation
on -- there's different types of cannibalization. The
canni bal i zati on of the satellite, there would be a hold on
that through the legislation, if that does nove to a ADW
bet .

MR TOME: In theory, yes. Except that the npst
canni balized facility will be the |least reinbursed under
the current schedul e.

MR, LANDSBURG. They may have the | east expense

MR, BIANCO | thought voting on Magna not two year
license. | thought it expired at the end of the year when
their -- TOC actually expired the contract, | don't know
how we can -- if there's a stipulation where sonebody is
the requirenent that they're supposed to be under
contract, and the contract expires Cctober 31st --

MR, LANDSBURG Then they can't take -- then they
can't take further bets if they don't have a horsenen's
contract.

MR BIANCO Right. But do we license themfor two
years if they don't have, you know, the full conplenent of
what they need?

MR, LANDSBURG. Um they can -- the can be
i censed, but not operating. Not operating on behal f of
California race track.

MR WOOD: | think an exanple of that would be
in the sumertine when their -- when XpressBet has an
agreenent with harness racing, but it does not cover the
19-day period of tine for the Cal Expo or state fairs, as
Nor m was tal ki ng about a m nute ago.

There's a 19-day period of tine where they
wi Il not have an agreement with anyone. So either a
license isn't in effect for that time, they' re not
eligible to participate in any (unintelligible) because
they don't conply the regul ations.

MR BIANCO Right. | understand.
M5. GRANZELLA: Did we go forward with that?
MR LANDSBURG. | think we voted on that. W voted

on that.

VMR DUNBY: G eg Dunby (phonetic). Did | that
right that if | as a custoner choose XpressBet, as things
stand right now that when the Harness Association in
Sacranmento is not operating, that | amnot permtted to
make a bet through XpressBet, is that what | just heard?

MR WOOD, JR.: That's correct. But what you
didn't finish your statement with saying is that if they
can (unintelligible) arrangement with Cal Expo, at the

state fairs in, that 19-day period of time, they will --



you will be able to exercise your right with XpressBet.
That's what's under the negotiations with the fairs as we
speak. There is agreenent with Capital Racing right now

MR DUNBY: Right. Gkay. And unless just assune
they sign an exclusive agreenment with XYZ Corp. Then if |
called as a California person, that they're going to say
for that period of tine, "I"'msorry sir, we can't take
your bet on anything?" | nmean, a race -- obviously, not
in California, but if | want to make a bet on Saratoga or
Arlington Park, that they're going to say, "W're sorry,
sir, you're fromCalifornia, we can't take your noney."

I's that what |'m hearing?

THE BOARD: (No audi bl e response)

MR DUNBY: M. Chairman, you keep tal ki ng about
expandi ng and bringi ng new people in, how are we going to
explain that to a new custoner who says, this is great
you won't take my bet.

MR WOOD: It's not going to have to be
expl ai ned to himbecause it's going to be taken care of
with the agreenents in place.

MR HARRIS: Can | --

MR DUNBY: | nmean -- renenber -- renenber, the
prem se was, as now, it just -- because -- because of the
Chai rman has stated he did not want to hear what's goi ng
on in the future, it was as of now And if they don't get
t hat agreenent, because the fair signed an exclusive with
sonebody el se, then | as the customer --

MR WOOD: Sane thing with Los Alanitos's
contract or agreenent with the horsenmen end of Decenber
the 17th. Decenber 17th to Decenber 31st, they have no
agreenment with anybody. So yes, that's partly right. And
we di scussed that many tines during --

MR, DUNBY: No. | understand. | -- | just wanted
to --

MR WOOD: It's clear.

MR, BADOVI NAC. -- to make it perfectly clear, so
that the there is no misunderstanding with them --

MR WOOD: -- clear and those discussions with

t he Board thensel ves.

MR LANDSBURG. Mwving on. Sorry. W are at
Item 8, Discussion and Action by the Board on the |icense
anmendnment for the Los Angeles Turf Cub to add the
Kentucky Derby Future Wager to the Pari-nutuel format.
Thi s one cane solely.

MR, REAGAN. Conmissioners, this is a request from
the L.A. Turf Cub. For the first tine we are in a
position where we can offer the future wager represented
-- the wager itself is in three separate pools: February,
March and April.

O course, the pool is calculated after the
Kentucky Derby on May 4th, which, in this case, would be
during the Hollywod Park nmeet, so the two neets will work
together to see that that is all taken care appropriately.
This is the first time we can offer this in that the ARC
has put together a rule |last year, we can use the ARAS

ARCl rule and the tote can handle it, so these two
organi zati ons have deci ded to work together and present
t his pool and see what happens.



MR LI CHT: It's a whips wager only; right?
(unintelligible) exotics (unintelligible).

MR REAGAN. It's actually just Wn. Just win.

MR LI CHT: Wth an exotic takeout?

MR REAGAN. No. |It's actual for Kentucky it's a
16-percent pool, which is fairly close to our 15.43. So
and like | say, it is a Kentucky pool at Churchill, so
we'll betting into their. Once the Kentucky Derby is run
then we can calcul ate the pool and those three pools can
t hen be resol ved appropriately.

MR LI CHT: What we pay -- what do we pay Kentucky
for that, John, three-and-a-half percent or sonething?

MR LANDSBURG: Is three votes good enough to
answer that?

MR HARRIS: Wat notion to see Magna and
Churchill (unintelligible).

MR, LI CHT: Wel |, just roughly. | don't need the
exact .

AUDI ENCE MEMBER: -- last minute negotiations with
representative Churchill Downs. |It's sonmewhere between
three and three-and-a-half, and let's say we'll pay -- we

won't pay nore than three-and-a-half, and |I'm hoping for
t wo- and- a- hal f .

MR HARRI'S: Have you got it through TVG and have
they signed it?

AUDI ENCE MEMBER: |' m hopi ng to hear sonething.

MR, LI CHT: | nmove that we accept this proposal

M5. MORETTI: Second it. Second it.

MR, LANDSBURG. | had one nore (unintelligible) on
di scussion. May | hold your --

MR, LI CHT: Sure just a second.

MR, LANDSBURG. If we are in fact going to get the
lion's share of the wager, or just offering another way
for California to spend their noney in -- in distant
| ocations, not that they wouldn't anyway, but | would |ike
it known that once any tine we approve taking noney out of
this state, we better have a good enough reason for having
done it. Because all we're doing is massacring the noney
that available to tracks here.

MR HARRIS: | think this is going to be a
relatively small anount of noney but it gives a |lot of
interest. | know-- | don't think he was going to bet a

trenmendous amount but it just gives interest in racing in
gener al

MR, BAEDEKER: Ri ck Baedeker, Hollywood Park. The
host fee, the three -- two-and-a-half to three-and-a-half
percent goes to Kentucky, the bal ance stays here.

MR, LANDSBURG. The bal ance stays here

MR, BAEDEKER: The lion's share is staying in

California. |It's a very popular wager in other states and
it's really satisfying.
MR LANDSBURG. And if -- | thought it stayed in

t he Kentucky pools though. Are we creating our own poo

her e?

MR BAEDEKER: It's just -- it's just like a silent
-- it's just like betting on a race from Kentucky, we send
the host fee back to Kentucky.

MR LANDSBURG Right. Ckay.



THE BOARD: It's not right for themto nove.
MR LANDSBURG: Now, if you'd like to continue with
your second.

M5. MORETTI: | second ny first.
MR, LANDSBURG  Second by Ms. Moretti.
And all in favor?

THE BOARD. Aye.

MR, LANDSBURG. And one opposed.

UNKNOWN:  One opposed.

MR LANDSBURG. One opposed. (Unintelligible).
It's just sucking bad noney out of --

MR HARRIS: W do it everyday though. | nean,
everyday of the year.

MR LANDSBURG: But not to the wager -- that's the
sucker bet of all time. Your horse doesn't run you don't
get a bet.

MR, BADOVI NAC. Greg Badovinac. M. Chairnan,
there's two things. One, that's popular in Las Vegas,
that's how | got Sunday Silence 20 to 1 with his Kentucky
Derby; and Nunber two, is that | would hope that Horse
Raci ng Board woul d support changing the California | aw of
seven days before the actual event. So that we could
actual ly host sonething like that oursel ves.

MR, LANDSBURG. Thank you, onward. That's been
approved six to one.

Di scussion and action by the Board on the
request of the Bay Meadows COperating Conpany --

MR WOOD: Excuse nme. Just for the record,
it's five to one, Ms. Granzella is not here.

MR, LANDSBURG. There's five to one. Sorry. | was
voting for her.

Anyway, discussion and action by the Board on
t he request of the Bay Meadows Operating Conpany to
retroactively anend its license for the spring and fall
neets of 2001. The anmendnment woul d desi gnate the Bay
Meadows Foundation as the charity days distributing agent.

MR REAGAN. Conmissioners, this is a slightly
unusual item let ne give you a little background.

For many years Bay Meadows was required by
law to have charity dates and distributions, and for many
years that required and i ndependent distributing agent,
whi ch was the Bay Meadows Foundation. Sone |aw changes
al | owed Bay Meadows, in their opinion, to act as their own
di stributing agent, which many of the associ ati ons now do.

Based on sone prior settlenments with the Bay
Meadow Foundations, the foundation took issue with that
choice that Bay Meadows made. They took -- apparently
took some legal action, and in order settle that action,
Bay Meadows did so with the Foundation and as part of that
settlenent, Bay Meadows is here requesting that there be a
retroactive appoi ntnent of the Bay Meadows Foundation as

the distributing agent for 2001, and I know on their
future applications that they will probably have the Bay
Meadows Foundation listed also. So the Bay Meadows
Foundation is back as the distributing agent, essentially.
MR, LANDSBURG. But they must bring their reports
to us and their bal ances as wel |l ?
MR REAGAN:. Yes.



MR, LANDSBURG  Thank you.

I's there any nore discussion? A notion -- is
there a notion to --
MR BIANCO | nake a notion.
MS. MORETTI: I'Il second it.

MR, LANDSBURG. Commi ssioner Bianco and seconded by
Commi ssi oner Moretti.
Al in favor?
THE BOARD: Aye.
MR LANDSBURG. All those opposed? One absent.
Movi ng on.

Di scussion and action by the of the request
that Hol |l ywood Park Charity's Incorporated to distribute
$233,100 in Charity Proceeds to 40 beneficiaries.

MR REAGAN. Commi ssioners, the list of the mnute
(unintelligible) is included in the package, with over --
with approximately 54 percent of that noney going to the

horse racing related -- horse racing industry, race
rel ated associ ati ons, we reconmmend that you approve this
request.

MR, LANDSBURG | just want to be sure. Tranquility

Farnms is what? Question. There's no one from --

M5. MORETTI: Rick is.

MR, LANDSBURG |I'msorry. Rick what is
Tranquility Farnms? Just for nmy own information.

MR, BAEDEKER: It's an organization for retired
race horses.

MR LANDSBURG Retired. It is retired race
hor ses.

MR, BAEDEKER: |'mgoing to asterisk that. That
"Il get back to you if that's not the case, but we did
this a couple of nonths ago. And |'m al nbst positive
(unintelligible).

MR, REAGAN. M. Chairman, and we do review this in
the sense that we do check with the attorney general's
Ofice to make sure they are registered. They do have CT
nunbers.

MR LANDSBURG | just wondered what its function
was that's all.

MR, REAGAN. Yeah. Yeah. (unintelligible) nmany
either at this tinme of day.

MR, LANDSBURG ~ Any further discussion?

"Il take a notion on --

M5. MORETTI: I'Il nove that we accept this.

MR, BI ANCO.  Seconded.

MR, LANDSBURG. Moved and seconded. All in favor?

THE BOARD: Aye.

MR, LANDSBURG  Opposed? For the record,
unani nmously.

Staff report on the foll ow ng concl uded
races: Churchill Downs Fall Operating Conpany at
Hol | ywood Park for Novenber 7th, 2001 through Decenber
17th, 2001. Um Pacific Racing Association at CGolden Gate
Fi el ds for Decenber 26, 2000 through Decenber 17th, 2001
and Bay Meadows QOperating Conpany at Bay Meadows from
April 4th through Novenber 5th, 2001 and Los Al amitos
Quarter Horse Racing Association at Los Al anmtos
from January 5 through Decenber 16t h.



MR, REAGAN.  Conmi ssioners, our standard set of
reports here. Just one note, this is the tine of year
when we generally try to have the Pacific Racing and the
Bay Meadows side by side for conparison

Over the last several years, we've nade
nurmerous adjustnents to the Northern schedule, and it's
very difficult to sonetines show bits and pi ece versus
others. W get sone strange nunbers. But |ike show ng
the entire year even though the neet at Col den Gate may
not be officially conpleted right now, we're trying to
show raci ng year versus racing year, and just like this
year, we're also doing that for Los Alamitos. So at |east
we're trying to be consistent in showing that. |In fact,
today we may a slight adjustnment to the Bay Meadows
Pacific again. So that's what we're doing here, and if
you have any questions, I'Il try to answer them

MR HARRIS: (unintelligible) reports. It mght be
good to include like the anount of purses that are in that
generate a given neet, today so that (unintelligible) can

handle it.

MR, REAGAN. We'Il be glad to do that.

MR, LI CHT: | have a question for Rick on
Hol | ywood.

Wiy was the attendance up so dramatically
and -- on track handl e down on Friday nights?

MR, BAEDEKER: Ch, yeah. WelIl, no. As a natter of
fact, we had the sane nunber of Friday nights the previous
year. W characteristically only run two Friday's before
Thanksgi ving. On track attendance was up to -- aside from
the fact that we just do our business so darn well.

MR, LI CHT: CGood managenent .

MR, BAEDEKER: Yeah. But other than that, it was
-- it followed a trend around the country, post 9-11, the
raci ng busi ness has -- had been up after that tine, at
| east through the end of the year. And | think we
benefited in that way. M personal intuitive guess is
t hat peopl e stayed cl oser to home over the Thanksgi vi ng
weekend than in previous years.

W saw a shift in on track business to inport
busi ness, which is consistent with previous neets. And so

on track business was down just slightly. | wll say,
however, that had we not been rai ned out over the biggest
weekend of the season, Thanksgivi ng weekend, | think we

woul d have been up in all categories. W are very pl eased
given the bad |uck of the weather, that the nunbers
weren't solid as they were.

MR, LANDSBURG. Any other conments or questions?

Once again, there are always nore m nuses
than pluses. By the way that bothers ne, but only ne.

M5. MORETTI: | would just |like to nake a conment
to just thank the Board nenbers who worked so diligently
and the staff for all the work that they did to
acconmodat e today' s neeti ng.

MR, LANDSBURG It's an anmazi ng anount of work.
second Conmmi ssioner Mretti's comrent. The anount of work
that staff and many of the Board nenbers put in on this,
you know, it's amazing. And that they were able to pul
it together, despite nmy m sgivings about issuing the



licenses, which | don't mnd having on public record.
This -- the work was absolutely stunning on the conm ttee.

Movi ng on, to Conmttee Reports,
Vi ce- Chai rman Roger Licht, Conmttee Chairman of
Pari-Mituel Committee tell us about today's victory.

MR LI CHT: Well, to fill in some of the gaps

on today's schedul e, because we m ght be bored, we had a
Pari-Mituel neeting in the norning, and we discussed
alternate runners in the Pick Three and the Pick Four and
sort of scuttlebutt to me and around the track is that it
woul d be a good thing to do.

We are now going to have alternates in the
Pi ck Four, starting basically, inmediately, as soon as
possi ble. The Pick Three we have deferred because the
cost appeared to be overwhel ming. W were told
approxi mately one thousand man hours in progranmmng tine
in order properly inplenent alternates on Pick Three, so

we will start with Pick Fours.

As far as having different payoffs on the
various, like on the Pick Six, in case of a dead heat, the
extrenme exanple is a 20 to 1 shot and dead heats are only
2 to 5 shots, again that one 2,500 hours in programi ng
timte we were told by Autotote. And so the conmittee
decided to defer any action on that for awhile, as well.

VWhat we have decided to do on both of the
proposal s that were not enacted was to take those ideas to
the RClI Raci ng Conmi ssioners International that woul d
di scuss there and see what, if anything, would be done on
a national basis.

The Pick Six pool is something that was
di scussed. John Reagan and his staff are maki ng a constant
review of the large size Pick Six payoffs to nmake sure, as
| like to say, there is a level playing field to see
that -- where the Pick Six's are being hit, the size of the
tickets and so forth. And | think that that goes al ong
with our charter, reassuring our public that it is a fair
gane on the front side as well as the back side, and that
everybody really does have an equal chance to hit a Pick
Si X.

MR, LANDSBURG. And we tal ked somewhat about
findi ng pronotabl e peopl e who mi ght voluntarily cone
forward to say, yeah, | won $33,000 for a $6.00 bet. Just
as a pronotional device. Because every tinme we spend,
apparently it produces sone excitenment and interest in the
m nds of the unwatched.

Movi ng on to General Business, is there any
conmuni cations or its request for future action of the
Boar d?

| have one. W had discussed and targeted
February as the due date for conmittee reports on the

Filinmet report, however, | believe now that given the
stress of this week and the next session that we should
nmove that forward to April. And be safely into one of our

nore conmon neetings. And we are so going to do that for
t hose of you who may be prinmed for the discussion of the
comittee reports on the Filinet.

A d business, issues that may be raised for
di scussi on?



Wth that we bring to a close, the public
part of the session. The Board will now go into an
Executive session.

Thank you all who remain. You're really
wonderful . | think we have now set a record for Board
neeti ngs.

(Board Meeting adjourned at 4:05 p.m)
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	 01 Monrovia, California, Thursday, January 24, 2002
	 02 10:34 a.m.
	 03
	 04
	 05 MR. WOOD, JR.: Good morning Ladies and Gentlemen
	 06 and welcome to the regular scheduled meeting of the
	 07 California Horse Racing Board. I'd like to respectively
	 08 request that everyone please take their seats, so we can
	 09 begin with this morning's meeting.
	 10 As I stated earlier, this is a regularly
	 11 scheduled meeting of the California Horse Racing Board.
	 12 It's being conducted on Thursday, January the 24th, at the
	 13 Holiday Inn in Monrovia, California.
	 14 Present at today's meeting are 
	 14 Present at today's meeting are 
	 15 Chairman Alan Landsburg, Vice-Chairman Roger Licht, 16 Commissioner William Bianco, Commissioner Sheryl 17 Granzella, Commissioner Marie Moretti, and 18 Commissioner John Sperry. Commissioner John Harris will 19 join the meeting in progress. He's been tied up in 20 traffic, and will hopefully be on his way. 21 Before we go forward with the meeting this 22 morning, I would respectfully request that if you have 23 testimony to give in front of this Board, that you please 24 state your name and your associ

	0007 01 to speak, but you need to state your name and your 02 association when you start talking in front of the Board. 03 With that I would like to turn this over to 04 our Chairman, Mr. Alan Landsburg. 05 MR. LANDSBURG: One of the first orders of 06 business, I would like to introduce the newest member of 07 the California Horse Racing Board, Mr. John Sperry. 08 Mr. Sperry has a long association in the 09 labor movement. He is President of the United Food and 10 Commercial Workers Union, Local 324, and he
	0008 01 in a room that I've nicknamed, with some arbitrary feeling, 02 the room of "Greed and Need". 03 We're moving on to the minutes of our last 04 meeting and asking for the approval of the minutes of our 05 regular meeting, November 30th, 2001. 06 Do we have any changes or suggestions? 07 MR. LICHT: -- I'll move for the approval. 08 MS. MORETTI: Seconded. 09 MR. LANDSBURG: Moved and seconded. 10 All in favor? 11 THE BOARD: Aye. 12 MR. LANDSBURG: Moved. Those minutes are approved 13 as written. 14 The ne
	0008 01 in a room that I've nicknamed, with some arbitrary feeling, 02 the room of "Greed and Need". 03 We're moving on to the minutes of our last 04 meeting and asking for the approval of the minutes of our 05 regular meeting, November 30th, 2001. 06 Do we have any changes or suggestions? 07 MR. LICHT: -- I'll move for the approval. 08 MS. MORETTI: Seconded. 09 MR. LANDSBURG: Moved and seconded. 10 All in favor? 11 THE BOARD: Aye. 12 MR. LANDSBURG: Moved. Those minutes are approved 13 as written. 14 The ne
	 17 at Cal-Expo, commencing March 1st through July 27th. 18 MS. WAGNER: The Application for License to Conduct 19 a Horse Racing Meeting of Capitol Racing, LLC at Cal-Expo. 20 They are proposing to race from March 1st through July 21 27th, 2002. The association is proposing to 22 race 90 nights with 1,095 races or 11.7 races per night. 23 They are requesting that if sufficient 24 horses are available, they would like to race three 25 additional days, those being July 10th, 17th, and 24th, 26 for a total 93 

	0009 01 and July, that would be 15 races per night. The first 02 post time is 5:35 p.m. daily. 03 The analysis indicates that they're missing 04 the fire clearance, that has been received. And staff 05 would recommend that the Board approve the application as 06 presented. 07 MR. LANDSBURG: Thank you. And are there any 08 further comments about this license? 09 Jackie, would you come a little closer to the 10 microphone. 11 Can you hear in back? Just checking to be 12 sure everybody is hearing. 13 AUDIENCE 
	0010 01 comment Mr. Chairman just as a -02 MR. LANDSBURG: I'm not sure if (unintelligible). 03 MS. MORETTI: Just as a Sacramento area resident, I 04 just wanted to congratulate Alan and his staff. The night 05 racing has been, I think, rather successful and 06 well-received by the entire region. So I say keep up the 07 good work. 08 MR. LANDSBURG: Any further comments? 09 In that case, I encourage a motion to approve 10 the Application. 11 MR. BIANCO: I make a motion. 12 MS. GRANZELLA: I second it. 13 MR. L
	-

	 19 Next Item on the agenda is discussion and 20 action by the Board on the request of Bay Meadows and 21 Golden Gate Fields to amend the Board the approved 2002 22 race dates. 23 MR. REAGAN: Good morning Commissioners, John 24 Reagan, CHRB staff, that's R-E-A-G-A-N. 25 The essence of this request is to move one 26 week from Bay Meadows to Golden Gate Fields. Specifically, 27 that week would be November 6th through November 11, 2002. 28 The request is a joint request from Bay Meadows and 
	0011 01 Pacific. We have no input from the horsemen at this point 02 and others perhaps might be of some interest, though we 03 would recommend you hear from others before, to see if 04 there is any discussion on this request. 05 MR. LANDSBURG: Well, we are open to discussion on 06 this request. Does this fall inside or outside the 07 Breeders' Cup, just out of curiosity. Does this date fall 08 into -- I don't know the dates for 2002. 09 MR. REAGAN: No. No, it doesn't. 10 MR. LANDSBURG: It doesn't. It's alr
	0012 01 staff had to go through putting together the calendars for 02 this year, it just got out of wack and wasn't timely to 03 bring it up, and so we knew we'd adjust it later. Thank 04 you. 05 MR. LANDSBURG: Until the race dates committee 06 comes back at session; right? 07 MR. TUNNEY: Well, we wanted to get it over before 08 that. No. (Unintelligible) the last of our 09 (unintelligible). 10 MR. LANDSBURG: I'm sorry. Are there any other 11 discussions with this request? 12 Can we entertain a motion to ap
	 21 MR. TUNNEY: Thank you. 22 And item 4, discussion and action by the 23 Board on the Application for License to Conduct Advance 24 Deposit Wagering from . 25 MS. WAGNER: Jackie Wagner, CHRB staff. Youbet has 26 filed this application to participate as an out-of-state 27 multi-jurisdictional wagering hub for the purpose of 28 advance deposit wagering. They are proposing to operate 
	Youbet.com

	0013 01 seven days a week. Their hours of operation will be 02 approximately 7:00 a.m. to 11:00 p.m. Pacific Standard 03 Time. 04 Youbet contracts with Television Games 05 Network, or TVG, as we'll refer to it from now on. And 06 they use TVG's wagering technology, and their automated 07 telephone applications for the acceptance of online 08 pari-mutuel wagers of horse racing on the following 09 associations: The Los Alamitos Racing Association, 10 Churchill Downs, which is at Hollywood Park, Del Mar, Los 1
	0014 01 Advance deposit wagering licenses, if 02 approved by the Board, will take their place as what some 03 would call, absolute necessities to ensure California's 04 racing survival. At least that's what I've been told. 05 But we have a history of white knights who think like 06 (unintelligible), whose enactments promise to rescue the 07 racing. First came Sunday racing, then exotic wagering, 08 then offtrack wagering, license relief and then today's 09 simulcast wagering. Sadly they only become hospices
	0014 01 Advance deposit wagering licenses, if 02 approved by the Board, will take their place as what some 03 would call, absolute necessities to ensure California's 04 racing survival. At least that's what I've been told. 05 But we have a history of white knights who think like 06 (unintelligible), whose enactments promise to rescue the 07 racing. First came Sunday racing, then exotic wagering, 08 then offtrack wagering, license relief and then today's 09 simulcast wagering. Sadly they only become hospices
	 23 received back in record time, and now, we arrive at the 24 crossroads. 25 The activities to ensure ADW triggered a 26 legislative for us to make it possible. There followed by 27 the CHRB actions, which created a path. A desire for ADW 28 has been evidenced by our current (unintelligible). 

	0015 01 Pressure's building to get it underway. If it is done in 02 slipshod fashion, we will likely waste the pinup public 03 relations opportunity. By the time it's right we'll be 04 back to simply cannibalizing in the entrenched 05 (unintelligible). So we must lead surely and comfortably 06 into this new, brave new opportunity. 07 Is this going to be another slice-and-dice 08 or fan base? They are largely gray, tired and bent by the 09 (unintelligible) be careful. 10 The promise of ADW is the possibility
	0016 01 haven't heard is inspiring visions of how to turn this 02 last corner. I haven't heard why deposit wagering can be 03 the salvation of racing. I haven't heard why and how 04 benefits will accrue to the State, the people of 05 California and the industry, and the thousands of 06 (unintelligible) as well as horsemen whose livelihood is 07 derived from racing. So we'll now proceed to look at 08 what's being offered. 09 I for one, wanted to be assured that what we 10 are enacting is a rebirth and not la
	 25 (Commissioner Harris arrives) 26 MR. LICHT: Thank you, Alan. 27 We've had the opportunity to review all of 28 the applications with respect to Youbet, which is our 
	0017 01 current agenda Item. The number one concern is the 02 financial security. There's been no evidence presented to 03 us of the $500,000 bond that's required. I'd like to ask 04 Ron Luniewski or someone from Youbet to address 05 that issue. 06 MR. WOOD: We need to reflect for the record 07 also Mr. -- that Chairman -- that Mr. Harris has 08 (unintelligible). 09 MR. LUNIEWSKI: Ron Luniewski with . Roger, 10 an answer to your question, we submit -- just to give you 11 a little history of the bond issue a
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	0018 01 America, I believe, that you are talking about, the 02 January letter. I don't think it says it's an 03 unconditional assurance that they're going to post the 04 bond for you. And also the law requires us to have -05 actually to have that bond in hand before we can approve 06 an application, unless your reading of it is different 07 than mine. 08 MR. LUNIEWSKI: My understanding was and -- candidly, 09 Roger, I didn't focus on the details, but what my legal 10 counsel told me is that it was unconditi
	-
	-

	 27 think we have to get to that today, is -- I don't see 28 anything in the law that gives you the authority to 
	0019 01 basically sublicense someone else's rights and bootstrap 02 your application that way into approval. 03 MR. LUNIEWSKI: Let me give you -- once again, on the 04 request for the TVG contract, we received that on Monday 05 and we sent the contracts out. We brought several copies 06 of the contracts with us because we recognized that was an 07 issue. The actual contract itself. 08 And I do want to note that when we did 09 submit our application, the TVG contract was in the 10 application, although it wa
	0020 01 statutory or legal in nature. 02 So we believe we've solved that issue on -03 on regulatory issues. On top of that, we're working with 04 all the horsemen groups, and to date we received a letter 05 that we literally just got last night from the Quarter 06 Horse folks and we're in discussions the Thoroughbred 07 Owners of California and we're very optimistic that we can 08 get something done in just the next couple of days. 09 MR. LICHT: And the last issue that I have is -10 and maybe TVG needs to a
	0020 01 statutory or legal in nature. 02 So we believe we've solved that issue on -03 on regulatory issues. On top of that, we're working with 04 all the horsemen groups, and to date we received a letter 05 that we literally just got last night from the Quarter 06 Horse folks and we're in discussions the Thoroughbred 07 Owners of California and we're very optimistic that we can 08 get something done in just the next couple of days. 09 MR. LICHT: And the last issue that I have is -10 and maybe TVG needs to a
	-
	-
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	0021 01 didn't choose to view that issue from a legal perspective. 02 We simply went out to our track partners and asked them to 03 consent to the relationship, and those that did. Youbet 04 has the rights now to take wagers on their races. 05 MR. LUNIEWSKI: So once again, Commissioner Licht, 06 back to the point is that -- (unintelligible) quickly we 07 do have the correct consents that there would be no 08 statutory requirements, which is maybe a timing issue. 09 MR. LICHT: Any comments from any of the ot
	Youbet.com


	0022 01 simply we can get it on a table, we can get a deal done. 02 I want to make one thing clear, we have a 03 record for this, it's always been Youbet views that the 04 horsemen -- you know, the content is king and the horsemen 05 drive that content; and we believe that, you know, at a 06 minimum with ADW the horsemen should remain whole, and we 07 think that with  especially the out-of-state 08 wagering that we can really help these guys. 09 Once again, it's just, you know, we're 10 trying to catch up t
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	0023 01 What we set out to do is simply build the 
	0023 01 What we set out to do is simply build the 
	 02 best technology, the best platform for the interactive 03 distribution channel, mainly led by the Internet today. We 04 believe that the interactive distribution channel for horse 05 racing is going to expand and other appliances, like 06 wireless will come into play. 07 If you look at the Youbet product, Roger, 08 and I'll get into that. I think that California we employ 09 70 people in California today. As we grow the business, 10 we're going to grow more people. 11 We're sitting here with a massive t

	0024 01 We market him correctly, which we know how to do. We make 02 a lot of mistakes. We've done a lot of things right 03 marketing to people. We believe we know how to reach 04 those guys. We can turn them onto horse racing in that 05 medium. Fast forward that 10 years now, he may be a $2.00 06 better. He may not be a bettor. He may be an owner. He 07 may be a big player. Well, we believe in that media. We 08 can reach those guys and we got the best products. 09 To indirectly answer your question, we did
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	0025 01 they're not really solved and you really don't have the 02 horsemen's approval today? 03 MR. LUNIEWSKI: Well, we -- on the Los Alamitos side, 
	0025 01 they're not really solved and you really don't have the 02 horsemen's approval today? 03 MR. LUNIEWSKI: Well, we -- on the Los Alamitos side, 
	 04 we have TVG consent and approval from the Quarter Horse 05 horsemen. We are working with the TOC. I'm sure that 06 Mr. Van de Kamp will come up and give his views to 07 where -- and he'll tell you that we're working in good 08 faith. And I'm -- you know, see what John has to say. 09 And the other folks that we've reached out to is the 10 harness side, the Cal-Expo. We've got a good relationship 11 with those folks. 12 MR. LICHT: I think that, from -- speaking from 13 myself personally, I'm not comfortab

	0026 01 terms of what we've -- all the work that's gone into 02 putting these applications together. They need to be 03 filled out before we can approve them. 04 MR. LUNIEWSKI: I agree with you, Commissioner. 05 A suggestion would be though, that we feel as though that, 06 you know, literally it's paperwork, and some are between 07 this table and that table. And, you know -- but if we can 08 validate the bond, it seems to the biggest outstanding 09 issue, we're ready to go. Maybe we can delegate to the 10 E
	0027 01 you. 02 MR. HASSON: I can uh, answer some further 03 questions on the topic. 04 Joe Hasson, . Joe Hasson, 05 H-A-S-S-O-N. I can answer some further questions on the 
	0027 01 you. 02 MR. HASSON: I can uh, answer some further 03 questions on the topic. 04 Joe Hasson, . Joe Hasson, 05 H-A-S-S-O-N. I can answer some further questions on the 
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	 06 issue with the bond and financial security, if you wish. 07 MR. LICHT: I mean, as far as I'm concerned 08 personally, and other people (unintelligible) because the 09 law is very clear, it is has to be a bond, period. It 10 doesn't say financial security, I believe and -11 MR. HASSON: Well, they're other financial 12 security. That's what it says. 13 MR. LICHT: Right. So what are you afraid -- what 14 are you worried about? 15 MR. HASSON: Well, what we did when we were 16 notified on the 11th of January
	-


	0028 01 certificate put together and -- as collateral. And 02 obviously, if you go through the agreement in you're -03 and CHRB's a party to this agreement, and Bank of America 04 is the intermediary to make sure that you're notified and 05 this collateral is protected. 06 And if that wasn't sufficient, you know, give 07 us some guidance on what is sufficient, so we can post the 08 CD, and we'd more than happy to comply, immediately. 09 MR. LICHT: Roy, can you address that. 10 MR. WOOD: Well, I think they n
	-

	0029 01 anyway, that's why some of things are late, so I guess 02 that maybe your anticipation will come true. 03 MR. HASSON: I hope so. 04 MR. VAN DE KAMP: Mr. Chair, John Van de Kamp of 05 TOC. I wanted to step in here, at least comment about the 06 application of Youbet, and I don't differ, I think, with 07 your recommendation. 
	 08 But I would like to just say that our TOC 09 committee that's been mentioned, Mr. Couto, Mr. Charles, 10 and myself visited with Mr. Luniewski, at their site. Spent 11 some time with them. In fairness to them, Ron approached 12 me down in Tucson, I think it was, or thereabouts, about 13 trying to work this thing through. 14 We regard Youbet's product as a distribution 15 channel. We belive there should be many distribution 16 channels. The problem, and I get back to what Mr. 17 Landsburg has said, is th
	0030 01 Cuba Gooding's statements in that? We're saying, "Show us 02 the distribution." Because we fully agree that 03 distribution is king here, and has to be broad. 04 We have an audience of 22 million adults in 05 California that we've been provided the opportunity to 06 reach. We're not, frankly, very happy with any of the 07 proposals that we're going to see today, in the sense that 08 they are getting out there to the maximum extent. We also 09 believe though that they're probably -- we need to get a 
	-

	0031 01 whatever you're using as your contract with a live race 02 meet, to make sure that's really clear and understandable 03 to all of us in advance of the meeting. 04 I mean, any comments from Bill? 05 MR. BIANCO: I'd like to just want to find out what 06 the state of California's economy right now. I'd like to 07 find out just how many jobs you're going to create in the 08 state of California, or how many are we going to, you 09 know, lose in the state of California? 
	 10 MR. LUNIEWSKI: (unintelligible) just to be clear. 11 We are currently headquartered in California. I guess, as 12 I mentioned before, we employ 70 employees. 13 The macro answer is, as our business grows we 14 will add more people, as it relates to running our 15 operations, including customer service, what we call racing 16 operations and the software developed. So we'll certainly 17 employ people there. 18 We have seen in our past operating history 19 that as it relates to the current fan, we increase
	0032 01 trip. I'm just not going to go, but if I can do that 02 while I'm in my office, I'll do that. So that remains in 03 the increased frequency. And we believe that we would 04 actually lift the overall jobs in racing because I am a 05 horse racing company. 06 MR. LICHT: Well, I'd like to have the 07 Board -- I don't need if we need a motion, Tom, to defer 08 ruling on this application to our next meeting so the 09 application can be updated. Do we need a motion for that 10 effect or do we just -- okay.
	0033 01 representing the Los Alamitos Quarter Horse Racing 02 Association. Most of the conversation this morning has 03 dealt with the Thoroughbred situation. 04 I would like you to focus on the Quarter 05 Horse part of the coin. We have an agreement with our 06 horsemen on behalf of TVG and Youbet. Dr. Allred has 07 already consented to the assignment and we would like it to 08 begin as soon as possible. 09 We would respectfully request that you 10 consider granting a limited license, so that they could 11
	0033 01 representing the Los Alamitos Quarter Horse Racing 02 Association. Most of the conversation this morning has 03 dealt with the Thoroughbred situation. 04 I would like you to focus on the Quarter 05 Horse part of the coin. We have an agreement with our 06 horsemen on behalf of TVG and Youbet. Dr. Allred has 07 already consented to the assignment and we would like it to 08 begin as soon as possible. 09 We would respectfully request that you 10 consider granting a limited license, so that they could 11
	 12 Alamitos. And Further conditions of the license on 13 satisfying requirements relating to the bond. 14 As you know, Mr. Licht, that you spent a lot 15 of time, staff has spent a lot of time trying to move this 16 along as fast as we could. It would seem that it would be 17 good to continue to move it along. I think the 18 requirement as it pertains to Los Alamitos is technical. 19 It's important, and I think they can provide you with the 20 surety that you need, and we would ask you that issue a 21 limi

	0034 01 MR hARRIS: I move that we table it to the next 02 meeting. 03 MR. BIANCO: I second it. 04 MR. LICHT: Seconded? All in favor? 05 THE BOARD: Aye. 06 MR. LANDSBURG: I abstain. 07 MR. LICHT: Okay. We'll do the best we can to 08 encourage the staff to work with you to make sure 09 everything is complete for the next -- right, John? 10 MR. REAGAN: Absolutely. (unintelligible) 11 MR. LANDSBURG: Thank you. I'm now back to feeling 12 comfortable about talking. 13 Our next is the Item 5, Discussion and action
	0035 01 20,014 Delaware Incorporated has changed their name to 02 XpressBet, that should be noted for the record. They're 03 proposing dates of operation from January 1 through 04 December the 31st inclusive. Their hours of operation will 05 be during all times races are run, which could be up to 06 24-hours a day. Their hub will provide services for the 07 following associations: LATC at Santa Anita; Capitol 08 Racing LLC at Cal-Expo; Bay Meadows Race Course; and 09 Pacific Racing Association at Golden Gat
	0035 01 20,014 Delaware Incorporated has changed their name to 02 XpressBet, that should be noted for the record. They're 03 proposing dates of operation from January 1 through 04 December the 31st inclusive. Their hours of operation will 05 be during all times races are run, which could be up to 06 24-hours a day. Their hub will provide services for the 07 following associations: LATC at Santa Anita; Capitol 08 Racing LLC at Cal-Expo; Bay Meadows Race Course; and 09 Pacific Racing Association at Golden Gat
	 14 Incorporated, the Washington Trotting Association. We 15 have received the contract or Letter of Intent with Track 16 Play LLC, and the gentlemen that needed to be licensed by 17 the California Horse Racing Board have indeed been 18 licensed. This morning we did receive Horsemen's Approval 19 from the TOC concerning this application. And we just had 20 one concern, and that concern was for the period of between 21 July 28th through 29th is not covered in the agreements. 22 At this point staff would reco

	0036 01 Our prime concerns -- I've indicated once 02 before, California has the opportunity to lead racing into 03 the survival world of the 21st century. 04 If California racing can somehow join forces 05 to share individual dreams of wealth and create and this is 06 where I feel that we are -- we may be in a position to miss 07 the boat. Unless we have concentrated programs and media 08 exposure that will bring excitement into racing to a new 09 generation, we should not go forward. If we do have the 10 a
	0037 01 resident will be best served by competition in the 02 marketplace. 03 Today I have with me several people from 04 Magna Entertainment Corp, which I would like to briefly 05 introduce. They are Jim McAlpine, who's the 06 President and Chief Executive Officer of Magna 07 Entertainment; Ed Hannah, who's the Vice President and 08 General Counsel of Magna Entertainment; Andrew Gaughan 09 (phonetic), who's the Vice President of New Media 10 Initiatives; Bill Ridgens (phonetic), who's the Senior 11 Vice Pr
	0037 01 resident will be best served by competition in the 02 marketplace. 03 Today I have with me several people from 04 Magna Entertainment Corp, which I would like to briefly 05 introduce. They are Jim McAlpine, who's the 06 President and Chief Executive Officer of Magna 07 Entertainment; Ed Hannah, who's the Vice President and 08 General Counsel of Magna Entertainment; Andrew Gaughan 09 (phonetic), who's the Vice President of New Media 10 Initiatives; Bill Ridgens (phonetic), who's the Senior 11 Vice Pr
	 16 microphone to Jim McAlpine, who, as I indicated, is the 17 President and Chief Executive Officer of Magna 18 Entertainment. 19 MR. LANDSBURG: I would be happy -- I would just 20 like one clarification because you talked about, you know, 21 your agreement with TOC and the horsemen. 22 In part, number one, why is the agreement 23 stopped on October 31st or November 15, which would be -24 MR. LIEBAU: Right. The negotiations with TOC, 25 they expressed the view that any sort of agreement should 26 only be f
	-


	0038 01 result of when the Bay Meadows meet concludes, would be a 02 better cut off date because it would make sure that we 03 have adequate time to negotiate a renewal of the agreement 04 with the TOC. 05 MR. LANDSBURG: Would John Van de Kamp comment, 06 just for me, because when I see an exception in his 07 signature saying subject to execution and delivery of 08 definitive agreement, is that what that word is? I 09 can't -10 MR. VAN DE KAMP: That's correct. Yeah. This 11 agreement that was arrived at thi
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	0039 01 knows that and there's protection for all concerned. 02 I'll be glad to speak in a minute about the 03 economic terms of this, so people understand that. But 04 with respect to this date, we decided that we should have a 05 short-term contract with everyone. And this is not 06 inconsistent with that notion. Because we believe that 07 there is so much that's going to change in this coming 08 year, as they get up, as their distribution expands or not, 09 the changes in law here in California, as well 
	0039 01 knows that and there's protection for all concerned. 02 I'll be glad to speak in a minute about the 03 economic terms of this, so people understand that. But 04 with respect to this date, we decided that we should have a 05 short-term contract with everyone. And this is not 06 inconsistent with that notion. Because we believe that 07 there is so much that's going to change in this coming 08 year, as they get up, as their distribution expands or not, 09 the changes in law here in California, as well 
	 18 mean to hold you (unintelligible) but -19 MR. MCALPINE: No problem, Mr. Chairman. It's 20 important you get all the verification you need. And I'd 21 like to just maybe modify your introduction of this is a 22 meeting of Need and Greed. We characterized it and I 23 think you used the word yourself, as a meeting of 24 opportunity. 25 We're very excited to be here at this 26 threshold of what could be the new day for horse racing in 27 California. 28 As you know, we have become a significant 
	-


	0040 01 player in this business just over the last three years, and 02 have invested over more than $300 million dollars in racing 03 in California and considerable sums to develop the 04 technology to combine our live racing content with what's 05 needed to go forward in the technology area for the future. 06 We congratulate you and your group, your 07 commission and the employees on getting to this day 08 because there was a lot of speculation that, in fact, we 09 wouldn't be here on January 24th. So cong
	0041 01 of where we're at in this process and what we've 02 accomplished to date. So if you'll bear with me, I'd like 03 to refer to the slides. 04 (Video Presentation) 05 MR. MCALPINE: Basically, what I want to talk about 06 is MEC's account wagering experience. MEC's California 07 Account Wagering Operational and Marketing Plant and MEC's 08 Distribution status. 09 First of all, many of you know, that earlier 10 in 2001, we acquired a company called Ladbrook at the 11 Meadows (phonetic), and together with
	 20 services or back office for Youbet's activity through the 21 Pennsylvania hub. And in total, we handled $132 million 22 dollars of wagering through that business in 2001. 23 During this month, we have launched our new 24 brand for Call-A-Bet. It was referred to earlier, it's 25 XpressBet, and that's now the name of the applicant this 26 morning. And also this month, we launched , 27 our online wagering platform. 28 XpressBet on track marketing and sales 
	XpressBet.com

	0042 01 centers have been built and established at all MEC tracks 02 in California, and they will be open and operational the 03 moment that you tell us we can be in business. 04 This is just a demonstration of our new 05 logos and branding for XpressBet. This is just a picture 06 of what you see when you go to the Internet wagering 07 platform. 08 We have introduced live race video streaming 09 through our Internet platform. We've contracted with 10 world leading broadband video streaming service provider,
	XpressBet.com

	0043 01 looking for the best technology to serve our platform. 02 I'm going to play a bet call for you. 03 (Presentation on Audio) 04 MR. MCALPINE: That's actually a live bet being 05 transacted. The mail voice was the customer and the 06 female voice was the machine. You might wonder what the 07 accent is, it's neither American or Canadian. Because the 08 company that developed this technology is an Australian 09 company, and they're in the process of teaching their 10 computers to speak -- call it North A
	 22 A daily, one-hour, live, horse racing broadcast on FOX 23 Sportswest 2, which is distributed to three million cable 24 homes across the L.A. basin. And it's produced by our 25 production award winning team at Santa Anita. 26 We're also participating in a private 27 satellite horse racing service being launched by Roberts 28 Communications Network, Inc. The company is not going to 
	0044 01 be called NEWCO TV, they're in the process of registering 02 the name today, so I'm not at liberty to say what the 03 company's name is, but it will provide eight channels of 04 horses racing. The service has actually been launched 05 today, and it's in the free preview mode through the end 06 of February. As far as our involvement in this channel, 07 we will provide two live horse racing channels and one 08 live odds channel, out of the eight channels being 09 provided, as well as the video streami
	0045 01 This is not about taking the same customer and recycling 02 them through a new system. This is about growing the 03 business. The discussions that we've had through these 04 negotiations with the TOC and the couple of things that 05 were mentioned as it required to be in the definitive 06 agreement, I think reflect the seriousness of our interest 07 in pursuing this opportunity. We are not trying to 08 cannibalize anybody's business. We're trying to grow the 09 business and we're committed to growin
	0045 01 This is not about taking the same customer and recycling 02 them through a new system. This is about growing the 03 business. The discussions that we've had through these 04 negotiations with the TOC and the couple of things that 05 were mentioned as it required to be in the definitive 06 agreement, I think reflect the seriousness of our interest 07 in pursuing this opportunity. We are not trying to 08 cannibalize anybody's business. We're trying to grow the 09 business and we're committed to growin
	 24 establishing, and I applaud them for this, at the least 25 program that will eventually get them on television. I 26 think they'll find as TVG has found, that it is hard to do 27 that. But that, and this is where I fully agree with Mr. 28 Mr. Landsburg, is the name of the game for the future of 

	0046 01 California horse racing. 02 As we approach this with them, we wanted to 03 make sure that this was all upside for California's 04 horsemen. That they were protected adequately. If there 05 was to be cannibalization that the rates were such that it 06 was all upside. I think that the agreement that we 07 reached, will do that. According to the numbers that 08 Wilson Shirley (phonetic) has provided to me, based on the 09 contract that has been agreed upon this morning. 10 A California ADW wager on a C
	0047 01 here. 02 But under the agreement that we reach, we 03 would have a very substantial host fee that produces 04 virtually double what we would get today from a simulcast 05 bet from out of state. But more important than that, once 06 we get beyond the territories that are defined, there's 07 about 25 miles from the effective racetracks with any 08 agreements that MEC has, there would be no territorial 09 access fees, and the rate we would get back in California 10 in those situations for purse revenue
	 26 incentive towards promotion of the California racing 27 product, both within the state and out of state. We 28 cannot tell you at this point whether that will work or 
	0048 01 not, it's going to be up to MEC, but they have great 02 incentives to make it work, and I'm pleased with the 03 presentation that they made today. That they really 04 intend to focus on California, and as well they should. 05 Because the market that has opened up here, is such an 06 enormous one. 07 But I think the important thing to remember, 08 at least in terms of -- for the horsemen today, this is all 09 upside, and we're pleased that the agreement was reached 10 this morning. And I think we see
	-
	-

	0049 01 the basis that landscape as they put it, would probably 02 change within that year. We have no objection to that. 03 And we would have no objection if the license was limited 04 to one year or conditioned -- I'm sure it would be granted 05 as a two-year license that the license would be 06 conditioned upon the agreement with TOC being renewed for 07 the period of the license. 08 MR. LICHT: And then the other issue that I 09 have to discuss, and I'm definitely impressed by Jim and 10 Magna's presenta
	-

	 28 then they will be a subscriber to the service thereafter. 
	0050 01 MR. HARRIS: That's like Galaxy 3 is a big dish 02 satellite, we're not really talking about a, you know, 03 home, small dish satellite? 04 MR. GAUGHAN: No. In fact, Mr. Harris, it's a small 05 dish satellite. It's coming off the cave side, so it's a 06 high-powered satellite, and the TRN direct antenna is 07 under a meter in size. 08 MS. GRANZELLA: Can you tell me what 09 a (unintelligible) is? 10 MR. GAUGHAN: It's a -- you know, it's a technical 11 term, it's -- it's an indication of the waive leng
	-

	0051 01 going to buy this second satellite to put in his home, to 02 watch the races? How do you intend to do it? 03 MR. GAUGHAN: I think the answer to the new fan, and 04 we're aggressively pursuing this, we are -- with Bill 05 Bridgen on the Board, we're in active negotiation with 06 MSO's for digital carriage of our channels on a broader 07 base -08 MR. LICHT: What's an MSO? 09 MR. GAUGHAN: Multiple system operator. 10 MR. HANNAH: An MSO -- Ed Hanna, General Counsel 11 again, an MSO is the factory name a
	-

	0052 
	0052 
	 01 MR. LANDSBURG: What's a sign-up station? 02 MR. MCALPINE: We got the capability to train them 03 there on how to use the Internet and how to use the 04 telephone, and so that's basically the purpose of -- to 05 begin the market. We'll also be able to market satellite 06 service from that station, and it will be the focal point 07 at our California racetracks. 08 MR. LANDSBURG: At your racetrack you're not going 09 to be encouraging people to buy your selective service, 10 but it's not a betting station,
	-


	0053 01 account wagering in a new environment, and in that 02 specific example, there was not cannibalization, there was 03 absolute growth. And we're so believing in that that we 04 were prepared to give the sort of guarantee we've given in 05 this deal TOC. A pricing mechanism that insured, if we 06 were wrong, the horsemen make out the better. 07 MS. MORETTI: Could you address for us what where 08 we might be on growth for jobs with these new companies at 09 the new facilities? 10 MR. MCALPINE: Sure. I'd
	0054 01 California goes. I'm not concerned with the rest of the 02 country. I'm only concerned with getting our message out 
	0054 01 California goes. I'm not concerned with the rest of the 02 country. I'm only concerned with getting our message out 
	 03 to Californians and back from Californians in every 04 respect, the horsemen, the labor pool, and the general 05 public. 06 MR. MCALPINE: We have -- expect, subject to you 07 granting us license, to be in business tomorrow marketing 08 this account wagering system. We've got tremendous of 09 marketing material developed. We've got a full sign-up 10 kit developed. We have -- got an advertising campaign 11 ready to launch through the industry media. We have 12 direct mail programs ready to launch through 

	0055 01 broadcast hub, what about the betting hub will be -02 MR. MCALPINE: The betting company at Bay Meadows, 03 as well. 04 MR. LANDSBURG: At Bay Meadows. 05 MR. MCALPINE: It will be run through the tote 06 systems at Bay Meadows. That's right. 07 MR. LANDSBURG: And it will be totally automated? 08 Yes? 09 MR. MCALPINE: Yes. 10 MR. LANDSBURG: Totally automated? 11 MR. MCALPINE: Yes. 12 MR. LANDSBURG: That doesn't help -- oh, somebody 13 standing behind you (unintelligible) -14 MR. LICHT: (unintelligible)
	-
	-
	-
	-

	0056 01 to assist you. 02 MR. HARRIS: The operator's (unintelligible)? 03 Mr. MCALPINE: The phone bet is an automated, 04 touch-tone phone system or it's a voice activated 
	0056 01 to assist you. 02 MR. HARRIS: The operator's (unintelligible)? 03 Mr. MCALPINE: The phone bet is an automated, 04 touch-tone phone system or it's a voice activated 
	 05 telephone system. I showed you the new voice-activated 06 technology that we'll launch in the next couple of months. 07 MR. LANDSBURG: With a live customer service 08 backup? 09 MR. MCALPINE: Yes. There's a live backup. 10 MS. GRANZELLA: And it's live backup to the unions? 11 The (unintelligible) unions? 12 MR. MCALPINE: The back office support will be 13 handled through the Pennsylvania operation. So the 14 California business is the hub, the total hub in Bay 15 Meadows, it's the production facility at

	0057 01 MR. LANDSBURG: You've got some (unintelligible) 02 you're talking (unintelligible) We all know about that. 03 Ron, do you have something add to that? 04 MR. LICCARDO: Yes. Ron Liccardo of Pari-mutuel 05 Employees of California. I think either I have something 06 incorrect or you're not hearing it quite the way I 07 understand it. I don't know. I think Jack will clear it 08 up right away, I'm pretty sure. The CallBet or XpressBet 09 will be sent back to Philadelphia. The signal comes back 10 to Bay M
	-

	0058 01 But all those bets take place in California, from the 02 California up. 03 MR. LANDSBURG: Does that explain to you, Ron? 04 MR. LICCARDO: That explains part of it, yes. And 05 as you said so, (unintelligible), I believe earlier, we've 06 been on many thresholds in California to save racing and 
	0058 01 But all those bets take place in California, from the 02 California up. 03 MR. LANDSBURG: Does that explain to you, Ron? 04 MR. LICCARDO: That explains part of it, yes. And 05 as you said so, (unintelligible), I believe earlier, we've 06 been on many thresholds in California to save racing and 
	 07 bring new innovations, this is, like you said, another. 08 All the past history ones, labor has been in favor for and 09 labor hasn't done quite so well with. 10 As of yesterday, we have been negotiating 11 with Mr. Liebau for some possible jobs on track, not to do 12 with the hub. Because the hub as we understand and the 13 law, which is AB471, indicates the union (unintelligible) 14 historically does the job closest to the racetrack, gets 15 those jobs. That would be IBEW, New York Local 3. That 16 wo

	0059 01 at what is resulting from this. The basic agreement that 02 was entered into between the tracks and Local 280 provided 03 them with the security that they didn't otherwise have and 04 also compensation that they didn't otherwise have. 05 There is a Sunday premium that was paid to 06 some mutuel clerks, but not all of the mutuel clerks. It 07 was agreed that all mutuel clerks would be eligible for 08 that Sunday premium, provided that they had this sufficient 09 number of days. 10 There also was a sy
	0060 01 were only a few jobs, and the jobs paid in the 02 neighborhood of $12.50 an hour, that they weren't 03 interested in those jobs. It has subsequently turned out 04 that we were misinformed and given the wrong impression 05 and they are interested in those jobs. We have continued 06 to meet with them. We have given an undertaking to the 07 California Horse Racing Board that we will comply. That 08 we will fully comply with the provisions of AB40 and 471. 
	 09 And in this -- and I'm sure, as has been in the past 10 because I think we have a history of a very good 11 relationship with Local 280, that we'll work it out. 12 In event that we are not able to work it out, 13 we are willing to submit that issue to the California Horse 14 Racing Board for binding arbitration. And we can think of 15 no better Commissioner to be the arbitrator than our new 16 Commissioner, Mr. Sperry, which I'm sure has to be 17 acceptable to Local 280. Thank you. 18 MR. LICCARDO: What
	0061 01 manning clause. 02 MR. LICHT: But the license is only two years so 03 there isn't a sunset there. 04 MR. LICCARDO: What's the chances of them up and 05 running spending 10's of millions of dollars to get this 06 thing rolling and making money and you're refusing them 07 having it any longer? 08 MR. LICHT: Very good. 09 MR. LICCARDO: I appreciate that then, sir. 10 MR. LIEBAU: Mr. Liccardo, with your leadership, 11 the union has never taken a step back as far as 12 compensation. 13 MR. LICCARDO: Than
	0062 01 understanding that we turned down those jobs. I don't 02 think you'll ever hear Labor turning down a job. We're 03 willing to renegotiate. We're willing to talk about, to 04 try and upgrade a job, but not to turn down a job. That 05 wasn't our impression at all when we left that meeting. 06 MR. WOOD: Ron, how many jobs are involved? 07 MR. LICCARDO: We have no idea. Right now, we 08 don't know how many they're hiring for this kiosks that 09 they're going to running for these -- uh, of training 10 pe
	0062 01 understanding that we turned down those jobs. I don't 02 think you'll ever hear Labor turning down a job. We're 03 willing to renegotiate. We're willing to talk about, to 04 try and upgrade a job, but not to turn down a job. That 05 wasn't our impression at all when we left that meeting. 06 MR. WOOD: Ron, how many jobs are involved? 07 MR. LICCARDO: We have no idea. Right now, we 08 don't know how many they're hiring for this kiosks that 09 they're going to running for these -- uh, of training 10 pe
	 11 jobs there are because someone else at MEC is handling 12 that. But we're just looking for any jobs that we can 13 possibly get out of it. 14 MR. LIEBAU: I think that I'm now determined that 15 we're talking about 10 jobs or thereabouts. The law, as 16 I'm sure you're familiar with, requires that 17 classifications that have previously been unionized would 18 continue to be union positions. We think that there's 19 serious questions as to whether these positions fall within 20 any classification that is

	0063 01 not whether they are 10 jobs. We're talking about whether 02 they're going to be 10 union jobs, and there's nothing 03 wrong with that because mostly everybody at our facility 04 is unionized. But we're not -- we're not talking about 05 these jobs not existing. 06 MR. LICCARDO: We also show that there's jobs 07 out -- has to be jobs out in (unintelligible) satellite 08 industry. Because somebody is going to want to sign up 09 Fresno, and how they going to sign up in Fresno, a person 10 (unintelligib
	0064 01 I need to know that we have a time limited 02 in order to get in -- since you wanted the Board Member to 03 be involved, the time to be limited amount of 04 renegotiation or continuing the negotiations and the 05 larger plan from Ron as to what kinds of jobs that you do 06 rather than hold this long, long meeting and be able to 07 move it forward, limited in numbers of days? 08 MR. LIEBAU: Right. I would suggest that subject 09 to Commissioner Sperry, if he was in fact, going to get 10 volunteered f
	 13 MR. LANDSBURG: Well, I think we need in front of 14 this Board, a greater sense from Ron and from you, what 15 kinds of jobs we're talking about, what kinds of union 16 arrangements can be made, and that would fall to Mr. 17 Sperry, Commissioner Sperry, if he is willing to undertake 18 it, if he's not we may find another volunteer in the 19 audience. 20 MR. LIEBAU: Thank you. 21 MR. SPERRY: Thank you, sir. 22 MR. LANDSBURG: Therefore, I think you need within 23 a number of days that I have both position
	0065 01 that to the parties to determine the days. 02 I will take your comment in a moment. I had 03 one question here. Oh, I know what it was. 04 We never did complete, Andy. If you are to 05 go into business tomorrow based on a Board approval, how 06 many people would you be reaching in any sense of mass 07 media? Tomorrow, in California? 08 MR. GAUGHAN: I mean, that's always a hard question 09 to answer, but I can tell you that we have an extensive 10 marketing launch plan in place, which includes -11 MR
	-
	-

	0066 01 talking about California. 02 MR. HANNAH: I just wanted to -- because that's the 03 same channel -04 MR. LANDSBURG: I'm talking about California, 05 first? 06 MR. HANNAH: That same channel is on DIRECTV for six 07 hours a week, so it would pass every Californian home. 08 MR. LANDSBURG: That six hours a week doesn't cover 09 your racing? 10 MR. HANNAH: DIRECTV, no. 11 MR. LANDSBURG: So racing, live racing, the 12 excitement of racing -13 MR. HANNAH: There's -14 MR. LANDSBURG: What do we have? 
	-
	-
	-

	 15 MR. HANNAH: -- there's 3,000 world subscribers to 16 the satellite service. I'm not sure of how many are in 17 California, but they would have access, and the other mass 18 media that we have is through the Internet, which 19 basically is available to every home in California that 20 has a PC and an internet connection. 21 MR. MCALPINE: And in terms of marketing, not only 22 will we be doing the media advertising, the direct mail 23 pieces that I talked about, but within our own different 24 companies, 
	0067 01 MR. GAUGHAN: And, Mr. Landsburg, the other thing I 02 forgot to mention is the Santa Anita live program that 03 runs one hour daily in the L.A. basin to three million 04 homes. 05 MR. LANDSBURG: Post for five races. After five 06 races. 07 MR. GAUGHAN: Yes. 08 MR. LANDSBURG: Okay. We have a number of 09 comments. 10 There is no way -- when dinner comes around, 11 I'll let you know when we are going to have a break, but 12 until then, this is too important a moment in our time, and 13 in racing's tim
	0068 01 trainers, jockeys, will all increase our revenues. 02 Growing the business will also increase jobs out on the 03 racetrack. We don't want to see cannibalization -04 nothing is more depressing than going to the racetrack and 05 seeing, you know, 4,000 people at Santa Anita or at the 06 Hollywood Park and it's uh, totally depressing. You can't 07 bring a new person out there and have them feel enthused 08 or excited about it because it looks like a dying business 09 to them. 10 So we're very concerned
	0068 01 trainers, jockeys, will all increase our revenues. 02 Growing the business will also increase jobs out on the 03 racetrack. We don't want to see cannibalization -04 nothing is more depressing than going to the racetrack and 05 seeing, you know, 4,000 people at Santa Anita or at the 06 Hollywood Park and it's uh, totally depressing. You can't 07 bring a new person out there and have them feel enthused 08 or excited about it because it looks like a dying business 09 to them. 10 So we're very concerned
	-

	 17 shouldn't be three different systems. They shouldn't have 18 to being going through their dial, looking for various 19 channels of who they can see and where they can race, or 20 where, what and how do it. We've got to make it simple 21 for a new guy. It's just a matter of how we're going to 22 grow a new fan base? How are we going to do that, and 23 that is going to increase our revenues. Uh, whether we 24 get the same amount off track or on track, it really 25 doesn't matter. We've got to find a way f

	0069 01 Anita, or Golden Gate or to Hollywood Park or anyone is -02 that's just -- we have them already. Where are we going 03 to get the new bettors from? Where are we going to get 04 the new fans from? We haven't heard anybody here really 05 address that portion, that's our main concern. 06 Thank you. 07 MR. LANDSBURG: Thank you, Mr. Gleason. 08 MR. MCALPINE: Maybe I can try address that 09 quickly. 10 MR. LANDSBURG: No need for quick, let's get it 11 right. 12 MR. MCALPINE: No. I didn't mean that 13 disr
	-

	0070 01 MR. LANDSBURG: Anyone who worked with K-Mart? 02 MR. MCALPINE: No. We haven't gotten to those 03 people. But we seriously, have undertaken a great deal of 04 research, and we too our committed to the new customer, 05 which is why we do direct mail drops. We're not solely 06 talking about existing customers. 07 But we also believe, and our experience 08 tells us and the previous applicant mentioned as well that 09 there are many horse players who will go to the track a 10 certain amount of the time. 
	0070 01 MR. LANDSBURG: Anyone who worked with K-Mart? 02 MR. MCALPINE: No. We haven't gotten to those 03 people. But we seriously, have undertaken a great deal of 04 research, and we too our committed to the new customer, 05 which is why we do direct mail drops. We're not solely 06 talking about existing customers. 07 But we also believe, and our experience 08 tells us and the previous applicant mentioned as well that 09 there are many horse players who will go to the track a 10 certain amount of the time. 
	 19 with the best of all possible marketing programs, will get 20 you somewhere between two and three percent returns. 21 That's been the probability. 22 The distribution system that gets us out into 23 the public, so that you can say to a much larger, 22 24 million adults in California, is what we have to reach. 25 Now, that's all well and good to tell me about a marketing 26 program, but you're going to reach one-and-a-half maybe 27 two percent, and I don't know how many of those are going 28 to become cu

	0071 01 it's probably one percent of them. 02 But based on past marketing experience, what 03 I try to make clear is that we are here to issue you a 04 license. We look to ADW as a possible way to help this 05 industry, but if what we're doing is simply looking at a 06 very small potential customer base because very little, if 07 anything, has been done about outreach, then I have grave 08 warnings to you. I'm not happy. 09 As an individual Commissioner, I am not 10 happy. I'm unhappy. Because you are not m
	0072 01 description. 02 MR. MCALPINE: And again, you know, I don't think 03 among the applicants anybody frankly, has a greater 04 interest than we do. We've invested three hundred million 05 in physical assets in California where the races are run. 06 So we definitely want to bring more people to the tracks. 07 MR. LANDSBURG: I applaud that. I just don't like 08 the mechanism at the moment, which we're being asked to 09 put into effect to make Greek salad, out of -- with a due 10 respect to the Greeks. To 
	 21 The problem I have with the three 22 applications today, and I'm not here to oppose or to 23 support any of them, is nowhere will one account cover 24 every racing association in California. There's is 25 nothing on the proposal here that will allow me, a horse 26 racing fan in California, existing to make a bet on the 27 bulk of the Northern and Central California fair circuit. 28 In the current proposal before you, the last 
	0073 01 line of page 1 says that because there is no contract for 02 the bulk of August, they will be ineligible to accept 03 advance deposit wagering during, you know, late July to 04 late August. Well, what's that going to do for me who's 05 got an account with them should I choose to operate with 06 them. First of all, I'm not going to be able to bet on 07 anything in California, so even if I can bet through the 08 system, if it's legal, I'm going to be betting on 09 non-California races. 10 We need to b
	0074 01 MR. LANDSBURG: Thank you. 02 MR. HALPERN: Ed Halpern, California Thoroughbred 03 Trainers. 04 Mr. Chairman, Commissioners, we have submitted 05 letters to the Board and I would ask that those letters be 06 included in the record, as opposed to reading those 07 letters in the record. 08 (Letters submitted to the Board and are 09 attached hereto.) 10 MR. HALPERN: First, we would ask that any action 11 be deferred, pending a full review of all the terms of any 12 contracts that affect the horsemen or a
	0074 01 MR. LANDSBURG: Thank you. 02 MR. HALPERN: Ed Halpern, California Thoroughbred 03 Trainers. 04 Mr. Chairman, Commissioners, we have submitted 05 letters to the Board and I would ask that those letters be 06 included in the record, as opposed to reading those 07 letters in the record. 08 (Letters submitted to the Board and are 09 attached hereto.) 10 MR. HALPERN: First, we would ask that any action 11 be deferred, pending a full review of all the terms of any 12 contracts that affect the horsemen or a
	 23 details are subject to public scrutiny. 24 I believe the Board would be derelict in its 25 duty if it did not review these agreements. The fact that 26 the contract, an issue with this application was just 27 signed this morning, has not been seen by the Board, has 28 not been seen by my organization, and by the way, we 

	0075 01 represent 800 trainers who own thousands of horses in this 02 state and have had no say in this agreement, and also have 03 had no -- prior to last night, have had no indication of 04 any of the possible terms of the agreement, and even as of 05 this morning have no knowledge of the terms of the 06 agreement that was proposed by the TOC. That was all kept 07 secret until this morning, which does not help us, and I 08 don't think it will help the image of racing or the image 09 of the Board that a se
	0076 01 agreements between the parties. 02 Whenever Horsemen's Approval is required, the 03 current system fails on a constitutional basis. This may 04 well be the greatest thing that ever happened to horse 05 racing. The deal that was made between Magna and TOC maybe 06 a terrific deal, but at the moment we don't know it. It 07 may even be too good to be true. We don't know all of the 08 details of that contract. And apparently, from what the 09 parties have told you, they don't even know all the details 1
	 25 January 18th and January 23rd, both, both be put on 26 record. 27 MR. LANDSBURG: The two letters will be put on 28 record. 
	0077 01 Now, has there been any discussion since you 02 learned of this about -- we had discussed at great length 03 your letter and your complaint. That did not go unheard, 04 Mr. Halpern. 05 MR. HALPERN: And thank you, and I appreciate that. 06 MR. LANDSBURG: In trying to define the legal basis 07 for the conversation, it goes beyond the expertise of 08 individual businessmen. 09 We've asked the A.G. to look at it, the 10 initial reading is that within in California you may or 11 may not have a constituti
	0078 01 I have um -- I appreciate your coming 02 forward. I understand the plight. I understand the legal 03 grounds. And I don't understand why there wasn't 04 communication with you, but that will remain to be heard 05 by this Board throughout this day, so there will be more 06 to be said about this. And thank you for your comment. 07 MR. HALPERN: Thank you. I appreciate the comment. 08 MR. LICHT: I'm satisfied with the deal points of 09 the letter between TOC and Magna, and I don't think that 10 there's 
	 27 you much help, except to say that we certainly support the 28 widest possible dissemination, whether it be done by -- is 
	0079 01 your question in reference to whether it be done by one 02 organization or -03 MR. LICHT: No, just a general question, if 04 you feel that Magna's proposed distribution is 05 commercially reasonable in the sense that we justify the 06 issuance of the license to them? 07 MR. HALPERN: What I understand of Magna's proposed 08 distribution, it's very limited. And, you know, from a 09 businessman's point of view, since there are other people 10 out there who are willing to give us a much broader base 11 
	-
	-

	0080 01 going on here today is not the optimum. We're not 02 reaching 22 million people from any of the providers. 03 We're basically getting a start, and the pricing with 04 respect to Magna and MEC who is, in a sense, based on that 05 notion, but the short-term nature of the contract is to 06 act as an incentive so they get up and they get broader 07 distribution. 08 Basically, the legislation that was passed 09 was vendor-neutral. And unfortunately, the parties have 10 not been able to get together, to e
	0081 01 MR. LANDSBURG: Thank you, John. 02 MR. MORGAN: Good morning. My name is John Morgan, 03 and I've owned and operated a company called SoCal 04 Sportsbook, which is involved with Internet horse racing 05 and handicap. It has been for five years. And I'm a 06 professional horse player. The reason I tell you that, I 07 think you'll understand when I tell you my comments. 08 First of all, before I start I'm in favor of 09 somebody getting approved today. I haven't heard TVG, so 10 I'm not going to say wh
	0082 01 of the country. We have substantial amounts of money now 02 invested out of the country that we're just not going to 03 pull back in. So as we all sit here, worrying about, are 04 we doing this or that, the money is going out of 05 California and we need to have it here. 06 MR. LANDSBURG: I just want to say to you that 07 Board shares your concern -- has in the last three months 08 done more to investigate and find ways so that you won't 09 be able to or should not be able to continue your illegal 1
	-

	0083 01 Chairman of the, I guess the Concerned Horsemen's 
	 02 Committee. I'm a little bit confused, so I'd like to 03 start of by just asking a few questions. 04 The first one would be to John Van de Kamp, 05 Mr. Van de Kamp, where are you? 06 MR. VAN DE KAMP: Right here. 07 MR. WYGOD: What is the net worth of this 08 Delaware Corporation that you recommend going into this 09 contract with -- the 200014, the current net worth as of 10 today? 11 MR. VAN DE KAMP: I think you would ask this 12 (unintelligible). 13 MR. WYGOD: Well, you're doing the negotiations 14 wit
	0084 01 So, you know, that needs to be placed in the 02 record, too, today. Because at Del Mar Thoroughbred Club 03 has a contract with TVG. Mr. McAlpine, I think you can 04 answer the financial details on that. 05 MR. MCALPINE: XpressBet, Inc., which is the 06 companies current name is a brand new company. It's got 07 minimal capitalization, but is backed up by Magna 08 Entertainment Corporation and we can provide whatever 09 comfort anybody needs to support that statement. 10 MR. HARRIS: Well, what is the
	0085 01 met with Mr. Stronich and the people sitting in 02 front of me, he did request five or six minutes to my 03 stallion (unintelligible). I sent him back a letter that 
	0085 01 met with Mr. Stronich and the people sitting in 02 front of me, he did request five or six minutes to my 03 stallion (unintelligible). I sent him back a letter that 
	 04 stated that the mares weren't up to par, but we could for 05 relationship reasons supply him with two mares to his 06 stallion, but that's the extent of my business 07 associations and my conflicts of interest. I was just 08 trying to understand, since Mr. Van de Kamp was 09 recommending this, at least if he was aware who he was 10 dealing with and what the net worth of that entity. 11 Um, this is a very difficult thing for me to 12 say, but, um, starting at 8:00 o'clock this morning, going 13 to 9:20 t

	0086 01 the actual contract with them, and that the devil would be 02 in the details. 03 Um, um, they were extremely apprehensive, or 04 I think the right word might be horrified, of having a 05 deal here with Magna based upon the cannibalization that 06 would take place. And then I find out that the Board has 07 approved a transaction. So that must have taken place 08 between, oh, 9:20 and the beginning of this meeting. 09 Thoroughbred racing in California is at risk 10 here, and I'm extremely concerned th
	0087 01 the of the year, in ten months, even if you want to. It's 02 going to create a new form, a new way of doing business. 03 They are going to have tremendous leverage at that time, 04 and you're going to be at a very disadvantageous position. 05 Thank you for your time. 
	 06 MR. LANDSBURG: Like any good television program, 07 this is a perfect time for a commercial. We will 08 reconvene at 12:55. I again caution the Board. Members of 09 the Board, caution. Members of the Board, no discussion of 10 this outside this room. Thank you. 11 (A break was taken in the Proceedings at 12 12:43 p.m. and the Meeting reconvened at 13 12:59 p.m.) 14 MR. LANDSBURG: Ladies and gentlemen, the meeting 15 is now back in session. 16 Mr. Couto had raised his hand and we couldn't 17 hold for the
	0088 01 This morning, Mr. Charles and I did meet with Mr. Wygod 02 in an attempt to explain how the committee viewed this 03 process. And in the process we did have a confidential 04 conversation, and my fault, apparently we couldn't 05 delineate what was confidential and what wasn't. 06 We did express to Mr. Wygod our concerns 07 about all of the proposals and their potential for 08 cannibalization, and that every one of them, no matter 09 which one we were presented with, had certain dangers that 10 we we
	0089 01 MR. LANDSBURG: Thank you. 02 Are there further comments? Yes, Chris. 03 MR. KORBY: Thank you Mr. Chairman. Christopher 04 Korby, California Authority of Racing Affairs. I would 05 just like to confer what Mr. Liebau said earlier about 06 discussions that are under way between the fairs that 07 conduct live racing during the period that was referred to 
	0089 01 MR. LANDSBURG: Thank you. 02 Are there further comments? Yes, Chris. 03 MR. KORBY: Thank you Mr. Chairman. Christopher 04 Korby, California Authority of Racing Affairs. I would 05 just like to confer what Mr. Liebau said earlier about 06 discussions that are under way between the fairs that 07 conduct live racing during the period that was referred to 
	 08 earlier. Those conversations are active and being 09 conducted in good faith. There are not inconclusive, but 10 ongoing. Thank you. 11 MR. LANDSBURG: Right. It's my understanding that 12 -- is it correct, is my understanding; correct, that this 13 -- is your discussion subject to confirmation by the TOC? 14 Just a question. 15 It suddenly occurs to me that you're in 16 negotiations for the race for Magna. Whose responsibility 17 is it in this case? I just got lost for a minute? 18 MR. KORBY: Well, in t

	0090 01 First of all, I hold in my hand something -02 I stopped by Western Fairs Association the other day, and 03 Steve Chambers who is the Executive Director of Western 04 Fairs, an organization that represents fairs all over the 05 Western United States and Canada, gave me a page from the 06 California State Fair Program 1947. And in that program is 07 an advertisement from the Nevada Turf Club with phone 08 numbers. Phone betting was alive and well on an interstate 09 basis in 1947, in California and Ne
	-

	0091 01 we're on, and that we like, but it's the Orient Express. 02 We need to get into the 21st Century with both feet. 03 Somebody needs to be spending a hundred percent of their 04 time on player and product development for horse racing. 05 And these entities that are here today, I think are in way 06 doing that, and that's a good thing. 07 But we believe that we need to focus on 08 California. That we should work with the California 09 product, and try to get it to the California customer. 
	 10 That should be the goal for the benefit of everyone in 11 California. And we're exploring the possibilities of 12 putting a system in place or coming back to this Board 13 with an application with a system that would operate 14 exclusively in California and would distribute that signal 15 if made available to us on a private basis. 16 Public television is very important. We 17 agreed with the entities that have said that this an 18 important component in this. The Internet is an extremely 19 important c
	0092 01 We shouldn't be at this point and somehow 02 we're here. We intend to have an inclusive system, not an 03 exclusive system. That's what we'd like to present to the 04 Board. And we would like to make presentations to all of 05 the entities in racing about how they could be 06 accomplished and get input as to how that could be 07 accomplished, but there shouldn't be a lot of duplication 08 of effort. 09 A public signal -- you know, we're willing 10 to do this on a public benefit basis where there's s
	0093 01 Horsemen's Association, we've entered into an agreement as 02 well, a nonexclusive agreement, but nonetheless an 03 agreement with Magna, and we wish them well in this 04 endeavor, and we ask the Board's support to help them 05 along. It was a very fair, and in some respects, generous 06 agreement, similar in respect to the generous nature of 07 the agreement with TOC. We thought that the Board would 08 want to know that. Thank you. 09 MR. LANDSBURG: Thank you. Ladies and gentlemen 10 we've listened
	0093 01 Horsemen's Association, we've entered into an agreement as 02 well, a nonexclusive agreement, but nonetheless an 03 agreement with Magna, and we wish them well in this 04 endeavor, and we ask the Board's support to help them 05 along. It was a very fair, and in some respects, generous 06 agreement, similar in respect to the generous nature of 07 the agreement with TOC. We thought that the Board would 08 want to know that. Thank you. 09 MR. LANDSBURG: Thank you. Ladies and gentlemen 10 we've listened
	 12 discussions? This is the time to speak, not later. 13 MR. LICHT: I'd like to ask Drew Couto, I didn't 14 understand his response, to tell you the truth. I should 15 ask while you're up. Can you come back and address the 16 questions that were raised regarding the overall TOC's 17 Board support of this letter agreement between Magna and 18 TOC and also the knowledge of the other Board members, if 19 the Board members are all on target and stuff. 20 MR. COUTO: I think this is probably better directed 21 t

	0094 01 authority on executing the final agreement. 02 MR. HARRIS: A follow-up question on that same 03 issue, which I'm not sure who's best to answer it, but 04 would TOC feel more comfortable if they had more time to 05 really explain this contract to the various horsemen and 06 trainer and all, or do you think that really we should 07 proceed today with what you have? 08 It looks like a good contract, but the 09 concern is it hasn't really had very much review. I 10 didn't see it all until today. It's da
	0095 01 agreement expires today if no license is granted so we're 02 back to scratch, if it's not passed today. 03 I think Mr. Mc Guil (phonetic) has to leave. 04 I'll confirm that. You have copies I think of the 05 agreement before the Board, are -- it's now public record. 06 And what -- where it will end up next, I don't know. 07 I have given a copy of the contract, with 08 the authority, I think, of the Board to Mr. Halpern to 09 take a look at today and I'm going to give him the 10 numbers. We are very 
	0095 01 agreement expires today if no license is granted so we're 02 back to scratch, if it's not passed today. 03 I think Mr. Mc Guil (phonetic) has to leave. 04 I'll confirm that. You have copies I think of the 05 agreement before the Board, are -- it's now public record. 06 And what -- where it will end up next, I don't know. 07 I have given a copy of the contract, with 08 the authority, I think, of the Board to Mr. Halpern to 09 take a look at today and I'm going to give him the 10 numbers. We are very 
	 14 Mr. Chairman, Gary Pizance, and I think I know most of the 15 people in the room. Those who don't know me I'm a 16 Californian, investor in the horse business. 17 And presently, am very proud to be the 18 Chairman of Thoroughbred Owners and Breeders of America, 19 which represents about 3000 of major owners that have big 20 investments in horses all over the country. 21 But I really have been enjoying listening to 22 the presentation this morning and I'd like to speak, 23 myself, with some notes that I 

	0096 01 question is what is the best way to reach new bettors. 02 That's what you're really talking about. 03 In my opinion, television is the answer to 04 popularizing racing, not the Internet. I don't have an 05 opposition to the Internet, my children play on it and work 06 all the games. It's a good video, but television is what 07 made major league sports in America. It made the NFL. It 08 made NASCAR. It made the NBA. It made any major sport, 09 something that was popular in the eyes of the American 10
	0097 01 There's been objections to exclusive 02 contracts, but I would even question your Board as one 03 that gives exclusive contracts to tracks when you give 04 them race dates. You get an exclusive contracts for that 05 period of time. So that's something that's done to 06 everybody and in every industry. 07 TVG offered source marketing fees, which was 08 money back to purses, which I as an owner with an 09 investment of millions of dollars in horses and trying to 10 keep the books balanced, am interest
	 16 TVG paid Kentucky last year, another State 17 where I have a farm, almost two million dollars in source 18 marketing fees. They deposited that money. It wasn't 19 bonds that we're going to get there, or not on time. The 20 money is there. They paid. So that was done. 21 Now, what we have, what I call, others 22 wanting to get sort of, into the game. But what medium 23 are they going to use? It's obvious that Internet is the 24 medium. The gentlemen in front of me today mentioned that 25 they have networ
	0098 01 investment are they prepared to put into this game? How 02 much to make this medium much larger and attract all these 03 new fans? No one should prevent competition. It's 04 wonderful. It's healthy. We use the term, free 05 enterprise. I get it mixed up with people that are 06 confused that really mean equal opportunity. They're two 07 different things, but it should be the same for everybody. 08 And that's fine, nobody discouraged that, but denying the 09 entire country and the State and San Diego 
	0099 01 gentlemen said, "We can make it anything you want." 02 That's fine, but the company that they invested in, is not 03 there anymore. 04 The promises, et cetera, in my opinion, and 05 the (unintelligible) that we've watched over a period of 06 time, and the disservice I think is happening, should 07 convince the Board, in my opinion, that TVG and the proper 08 source marketing fees are adequate ones for this State, 09 are the right way to go. And in my judgement, if they 10 have no issues with you, th
	0099 01 gentlemen said, "We can make it anything you want." 02 That's fine, but the company that they invested in, is not 03 there anymore. 04 The promises, et cetera, in my opinion, and 05 the (unintelligible) that we've watched over a period of 06 time, and the disservice I think is happening, should 07 convince the Board, in my opinion, that TVG and the proper 08 source marketing fees are adequate ones for this State, 09 are the right way to go. And in my judgement, if they 10 have no issues with you, th
	 18 you know, we ought to have the opportunity to do that, and 19 that's something I think this Board should take seriously 20 about. Thank you. 21 (Applause) 22 MR. LICHT: I agree with some of the things that 23 you said. Actually, most of what you said, and when -- I 24 think John Van de Kamp used the expression, something like 25 if he could build the ideal platform or something -- I 26 think that what you say is true, but unfortunately, we're 27 dealing with private enterprises. 28 This isn't NHRA, this

	0100 01 racing. This is owned by private companies. And their 02 profit-making opportunities have to be considered too. It 03 isn't only what's in the best interest of racing. And I 04 also think it's unfair to characterize that they haven't 05 put anything into the game. I think there's been 06 testimony here that they've put in $300 million dollars, 07 into the bricks and mortar that give us the opportunity to 08 have this game here. So I think that some of those 09 assertions aren't appropriate. 10 MR. P
	0101 01 In other words, I just think that the people 02 that do it right, and are there, and have the investment, 03 and are in business ought to go forward. And if somebody 04 wants to compete with them, run up different media or the 05 same media, or put up the same amount of money and compete 06 with them, that's marvelous free competition. We ought to 07 have that. But I wouldn't deny someone that's doing it 08 right. 09 MR. LANDSBURG: Thank you. Mr. Pizance, you and I 10 have disagreed in the past on t
	0101 01 In other words, I just think that the people 02 that do it right, and are there, and have the investment, 03 and are in business ought to go forward. And if somebody 04 wants to compete with them, run up different media or the 05 same media, or put up the same amount of money and compete 06 with them, that's marvelous free competition. We ought to 07 have that. But I wouldn't deny someone that's doing it 08 right. 09 MR. LANDSBURG: Thank you. Mr. Pizance, you and I 10 have disagreed in the past on t
	 20 breeders, owners and respective representatives -- and 21 their respective representatives. 22 The CHRB set the table for an orderly 23 procedure, but apparently what we've gotten into is a food 24 fight. The key to success of ADW is promulgation of 25 California racing under the most widely available 26 broadcast mechanisms. The TV signal will serve the 27 industry best will have to do far more than explain 28 wagering. The goal should be to create a program, which 

	0102 01 will bring new celebrity to the people in horses of 02 racing. We can refocus racing if we portray hero of 03 jockeys, trainers, horses with whom a new audience can 04 identify. If we can accomplish this identification within 05 the framework of displaying our races, then I believe we 06 will open the gate way to the hearts and minds with new 07 and lapsed fans. 08 This axiomatic in the world of sports, given 09 an audience someone and something for which to cheer, will 10 come to your arenas, and s
	0103 01 I've heard architectural renderings. And I would hope that 02 you can convince me that this will not be a matter of 03 turning you on and the next time we go to Santa Anita, 04 we'll be 1 of 47 people sitting in those grandstands, 05 which is my grandest fear in this. 06 So please convince me. I'm not convinced 07 yet by what I saw in the presentation, nor what I've heard 08 from you. I haven't heard that you have made arrangements 09 and contacts to get the full signal that you own and 10 cherish o
	0103 01 I've heard architectural renderings. And I would hope that 02 you can convince me that this will not be a matter of 03 turning you on and the next time we go to Santa Anita, 04 we'll be 1 of 47 people sitting in those grandstands, 05 which is my grandest fear in this. 06 So please convince me. I'm not convinced 07 yet by what I saw in the presentation, nor what I've heard 08 from you. I haven't heard that you have made arrangements 09 and contacts to get the full signal that you own and 10 cherish o
	 22 think -- I think -23 MR. LANDSBURG: You said within the time we've had. 24 If you need more time, I'm happy to give it to you. 25 MR. MCALPINE: We don't believe we need more time. 26 MR. LANDSBURG: No. I wasn't being -- I didn't 27 mean to be making a joke of your enterprise because I 28 think you've taken grand steps to here, but I think 
	-


	0104 01 there's a leap left to go. That's a personal impression. 02 MR. MCALPINE: And I think that as one of the 03 previous speakers said with any substantial opportunity, 04 there's risk. And we put our capital, and our human 05 resources behind this venture, and we'll continue to add 06 capital and human resources to this venture to grow and to 07 be something that you will say, yippee. 08 Because frankly, that's what we want as 09 well. And we don't see that the efforts we've taken to 10 date don't supp
	0105 01 MR. MCALPINE: Well, the reality is that we have 02 demonstrated in one of jurisdictions that we could grow a 03 business with 27,000 subscribers. We believe that we can 04 take capability and grow significantly in California that 05 would satisfy Californians and grow the wagering dollar in 06 California. 07 Another one of the gentlemen talked with 08 growth and talked with new customers, I, like you, believe 09 that the real new customer is somebody that we haven't 10 seen yet. 11 That's where our 
	0105 01 MR. MCALPINE: Well, the reality is that we have 02 demonstrated in one of jurisdictions that we could grow a 03 business with 27,000 subscribers. We believe that we can 04 take capability and grow significantly in California that 05 would satisfy Californians and grow the wagering dollar in 06 California. 07 Another one of the gentlemen talked with 08 growth and talked with new customers, I, like you, believe 09 that the real new customer is somebody that we haven't 10 seen yet. 11 That's where our 
	 24 that's right? I've given you my impression. I think we 25 still have a concrete plan, and if you will, a commitment 26 in hand that says, we are reaching an audience of "X" and 27 we plan -- in the next business plan, we are reaching "X 28 because we have made agreements to reach "X", we will 

	0106 01 reach "Y." We will reach "C." And if we don't, we have 02 failed. Now, that's a business plan that anybody who was 03 in this business, who is starting a new business should 04 have in mind. I haven't heard it, and I don't know what 05 content. The content you're talking about is wagering, 06 and that does not bring in new people. Because if they 07 don't know how to bet and haven't bet before, they're not 08 going to bet now. 09 I'm sorry, I don't mean to be -- this is my 10 passion and feeling abo
	0107 01 will open this door or not. I have gone as far as I can go 02 as an individual. 03 MR. HARRIS: I agree with Chairman Landsburg. If 04 you were come forward with a plan or maybe you have a plan 05 -- is there something that you could show to the racing 06 community that you're doing good forward to achieve a 07 certain amount of viewers are following -- of racing on -08 in some medium anyway? 09 MR. MCALPINE: Mr. Harris, we did submit a business 10 plan with our application. The business plan contemp
	0107 01 will open this door or not. I have gone as far as I can go 02 as an individual. 03 MR. HARRIS: I agree with Chairman Landsburg. If 04 you were come forward with a plan or maybe you have a plan 05 -- is there something that you could show to the racing 06 community that you're doing good forward to achieve a 07 certain amount of viewers are following -- of racing on -08 in some medium anyway? 09 MR. MCALPINE: Mr. Harris, we did submit a business 10 plan with our application. The business plan contemp
	-

	 26 ourselves, it's not going to happen instantly. It's going 27 to take a long time. It's going to take a considerable 28 amount of investment and energy and innovation to make it 

	0108 01 happen. And we very much would like the opportunity to do 02 that for the benefit of all us. 03 MR. LICHT: I have a question for you based 04 upon your concerns really. What more would you have 05 expected Magna to do as -- strictly with respect to 06 creating a broadcast or television opportunity, other than 07 make a deal with TVG like they've done already. 08 MR. LANDSBURG: In individual meetings with 09 executives of Magna, I was told, I believe, that -- and I 10 don't want to reveal things that
	-

	0109 01 wouldn't come in here and tell you that we've achieved 02 something we haven't yet achieved. 03 MR. LANDSBURG: Once again, it's -- it's uh -- what 04 was it -- promises, promises. I'm -- you know, we're 05 engaged, but we're not wed yet. And we're not over this 06 point, at this moment. 07 Once again, if there's more discussion, 08 please, I don't want to cut it off. 09 In which case, I will entertain a motion 10 from the Board either to -- I think in front of us are 11 three directions. 12 One, to 
	 28 MR. LANDSBURG: Thank you very much. We are at 
	0110 01 Item 6 on the agenda, discussion and action by the Board 02 on the Application for License to Conduct Advance Deposit 03 Wagering by ODS Technologies, L.P., D.B.A, TVG. 04 MS. WAGNER: Jackie Wagner, CHRB staff. The 05 application before you is from TVG. They have filed an 06 application to function as an out-of-state 07 multijurisdictional wagering hub. Their dates of 08 operation for the hub will be 365 days a year. The hours 09 of operation as proposed are 24 hours a day. 10 TVG will be providing 
	0111 01 Also with me in the audience today is our Chief Counsel, 02 Rich McNutt, who can explain issues that you might have 03 with any of our wagering platforms; Jason Bulger who's our 04 Director of Promotions, who will be handling our 05 presentation. Dr. Curt Barrett, who's our Compulsive 06 Gaming Expert and Advisor is also in the audience, along 07 with our counsel and others. 08 It's a pleasure to be before you, 09 Mr. Chairman and members of the commission and staff. I 10 listened very carefully to 
	0112 
	0112 
	 01 both in California, nationwide, and ultimately worldwide. 02 Our parent company of which we are simply a 03 business unit, an $8 billion dollar company, with enormous 04 resources and no long-term debt to speak of. We've 05 committed that our advertisements will contain a statement 06 that persons under the age of 21 are not allowed to have 07 accounts, and that all ads will have contact information 08 for recognized problem games support organizations. 09 We've engaged in independent third-party 10 inf

	0113 01 broadening the fan base for racing in California and 02 elsewhere. 03 We believe that there's been lots of 04 discussion about exclusivity, which we believe is a 05 business matter, and exclusivity is the predicate for 06 $150 million-dollar investment in this industry, much of 07 which has been invested in California in terms of jobs and 08 benefits. 09 We believe that broad distribution is the key 10 to creating new fans and to bring back into the business, 11 casual fans or lapsed fans. It's work
	0114 01 launched us through the state of Maryland and our 02 performance in that state has been ahead of expectation. 
	 03 So in summary, we believe that under all of 04 the statutory and regulatory criteria that's applicable to 05 granting a license to TVG, we're real; we've invested 06 money; we have real television, and real programs. 07 And what we would like to do, before I talk 08 to you a little bit of the overview of the company, is 09 also mention one other thing. Back in Del Mar the prudent 10 legislation has passed. We entered into an agreement to 11 protect purses, and, in fact, we sent around a California 12 pu
	0115 01 reach in California specifically. 02 Premium television programming, what is that? 03 Most of you've seen TVG. You can get it on Channel 405 04 throughout California. 700,000 Californians can do that. 05 And we wanted to give you just a brief look at some 06 snapshots of our program and design to address what the 07 Chairman of this Commission talked about emphasizing 08 personality -- emphasizing drama racing, and yes, giving 09 you the opportunity to make a wager or two. 10 (Video Demonstration) 1
	-

	0116 01 In California specifically, we're on Dish 02 Network throughout the state, like we are throughout the 03 country. And as mentioned, we announced the Adelphia 04 Digital Cable deal in the Los Angeles, which will be 
	0116 01 In California specifically, we're on Dish 02 Network throughout the state, like we are throughout the 03 country. And as mentioned, we announced the Adelphia 04 Digital Cable deal in the Los Angeles, which will be 
	 05 launched in the next 30 to 60 days as soon as consumer 06 notifications are given, presuming that we're able to get 07 approval to operate. We're pursuing aggressively, cable 08 distribution deals with other providers in California, 09 Time Warner and Cox. The leverage that we have through 10 our parent company, which provides guide and service, 11 guiding people to particular programs that they want to 12 watch on TVG, gives us the ability to do something that is 13 very critical. It allows us to go ou

	0117 01 in operation, a very sophisticated I.B.R. system now, for 02 over a couple of years. We've had a very sophisticated 03 online wagering platform, which we're putting on our new 04 version, which allows you to stay all on one page in the 05 next couple of three weeks. 06 And finally, our long haul to TVG is true 07 interactivity. Just makes common sense. You can wage 08 your own races from home using the device that's most 09 comfortable for you, the remote control. You'll have the 10 most interest in
	0118 01 Vice President and Customer Service is here, as well. We 02 have third-party age, residents and verifications secured 03 transactions. The new subscriber welcome kit, toll-free 04 customer support; and the state of the art responsible 05 wagering aware program that our licensee, Youbet 06 (phonetic) also adopted -- headed by our compulsive gaming 
	0118 01 Vice President and Customer Service is here, as well. We 02 have third-party age, residents and verifications secured 03 transactions. The new subscriber welcome kit, toll-free 04 customer support; and the state of the art responsible 05 wagering aware program that our licensee, Youbet 06 (phonetic) also adopted -- headed by our compulsive gaming 
	 07 expert Dr. Curt Barrett -08 Finally, the most important element of TVG is 09 the marketing power of Gemstar TV Guide International. 10 Racing will never pick up and will never grow, unless 11 we're able to take this sport and to market it to casual, 12 lapse and new fans. And in order to be able to do that, 13 to be real and in order to do that, you've got to have 14 significant resources. Racing can't find a better 15 marketing partner than Gemstar TV Guide. It's why we got 16 in the business. It's why
	-


	0119 01 MS. MEEKS: To reiterate what Mark said earlier, 02 that's 75 million unduplicated households reached weekly 03 by TV Guide products. Unduplicated. That means 75 04 million different households every week are reached with 05 our entertainment, and we believe that's offering horse 06 racing a whole new fan base who'll be exposed to your 07 events. 08 Why would we do that? Why would TV Guide and 09 all of it's products and services throw that kind of 10 weight behind TVG? Because TV is one of the most 
	0120 01 of what we did for TVG for the Kentucky Derby last year, 02 and it's just a sample of what we intend to do. 03 (Presentation of Video) 04 MR. WILSON: Mr. Chairman, members of the 05 Commission and staff, that's the overview of the reach and 06 the power of our parent company. To bring our marketing 07 program down to earth and to apply it on a state basis. 08 I wanted to have our Vice President of 
	0120 01 of what we did for TVG for the Kentucky Derby last year, 02 and it's just a sample of what we intend to do. 03 (Presentation of Video) 04 MR. WILSON: Mr. Chairman, members of the 05 Commission and staff, that's the overview of the reach and 06 the power of our parent company. To bring our marketing 07 program down to earth and to apply it on a state basis. 08 I wanted to have our Vice President of 
	 09 Marketing, Marcy Miller, who started with marketing uh 10 HBO, to give you an analysis and an overview of what we 11 are going to put into play in California to reach casual 12 and new fans with some degree of specificity. Marcy. 13 MS. MILLER: Thank you. And good afternoon 14 everyone. Let me start my presentation by addressing the 15 two issues, which seem to be of greatest concern to you, 16 Commissioner Landsburg and the rest of the Board and most 17 everybody in the room, and that is new fans and 1

	0121 01 watching TVG, I learned how to bet, and I've learned how 02 to handicap races. And if anybody knows me in this room, 03 and none of you do, but people who know me, know that 04 that's also phenomenal. 05 And I think consumers in California should 06 know about TVG. And here's how we plan to market our 07 product in 2002. We're going to concentrate our marketing 08 efforts in California. We'll reach potential new racing 09 fans with targeted direct response marketing. That means, 10 all of our advert
	Network.com

	0122 01 have an opportunity to buy TV Guide Magazine. And what 02 does that mean? That means, for TVG, it means for all 03 their cable partners, it means for our track and horsemen 04 partners that we can promote racing, big racing weekends 05 at the checkout counter, at the very moment when people 06 are buying their groceries. We also have TV Guide online. 07 And there are over four million unique visitors every 08 month who go to that web site. TVG will run 30-second 09 direct response television ads on 
	0122 01 have an opportunity to buy TV Guide Magazine. And what 02 does that mean? That means, for TVG, it means for all 03 their cable partners, it means for our track and horsemen 04 partners that we can promote racing, big racing weekends 05 at the checkout counter, at the very moment when people 06 are buying their groceries. We also have TV Guide online. 07 And there are over four million unique visitors every 08 month who go to that web site. TVG will run 30-second 09 direct response television ads on 
	 11 80 spots per week. And every week we'll put two full-page 12 ads in TV Guide Magazine in all nine California additions. 13 We'll be there on Saturdays for horse racing prime time, 14 between noon and 3:00 p.m. And we'll be there on 15 Wednesday's in the prime time listing section. And more 16 than that, TVG will have two horse racing covers in 17 California on TV Guide Magazine. That's a sample of our 18 TV Guide, TVG Magazine ad. And here's last year's TV 19 Guide Magazine Kentucky Derby cover. I think

	0123 01 ESPN, in which additional local broadcast advertising in 02 all cable systems launched in TVG in 2002. 03 That basically is an overview of what we want 04 to do for our marketing and advertising components to go 05 out and reach casual and new fans. And I'll take any 06 questions that you might have. Thank You. 07 MR. LANDSBURG: I have a number of questions. 08 MR. WILSON: Yes, sir. 09 MR. LANDSBURG: I think the most important is, 10 among the things that we're still in need, do you have a 11 horsem
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	0124 01 used to have a contract with them, we don't anymore. 02 Our first pure Thoroughbred track is 03 Hollywood Park coming up in late April. And under our 04 agreements, we don't own racetracks. We do television. 05 We're owned by a television company, obviously. So under 06 our agreements, our track partners negotiate with the 07 horsemen's group, in this case the TOC, to allow us to 08 take Hollywood Park signal outside of California and 09 beyond. And we have had discussions at the invitation of 10 th
	0124 01 used to have a contract with them, we don't anymore. 02 Our first pure Thoroughbred track is 03 Hollywood Park coming up in late April. And under our 04 agreements, we don't own racetracks. We do television. 05 We're owned by a television company, obviously. So under 06 our agreements, our track partners negotiate with the 07 horsemen's group, in this case the TOC, to allow us to 08 take Hollywood Park signal outside of California and 09 beyond. And we have had discussions at the invitation of 10 th
	 13 conversations have been cordial and productive, but I'll 14 let Rick speak to that directly. 15 MR. LANDSBURG: I would like to ask for just a 16 moment because we're going past something that was part 17 and parcel in the license agreement. I don't know that 18 the license agreement that you are requesting is valid 19 without a horsemen's negotiation. 20 Therefore, I put that question to our 21 Attorney General. Before you speak, John. 22 MR. BLAKE: Basically, granting the license if 23 they have an agr

	0125 01 the loop somehow on Thoroughbred racing out of state? 02 MR. WILSON: Commissioner Harris, that's exactly 03 correct. Under the statute, the approval to operate an 04 out-of-state hub, we have a contract with one racetrack. 05 We satisfy the requirements in the statute -- as the 06 Attorney General mentioned. 07 When it comes time, for instance, to take 08 Hollywood Park signal out of state, under the interstate 09 horse racing act, just like for any of their simulcast 10 agreements, consent is requi
	0126 01 MR. HARRIS: So that hadn't -- well, my concern was 02 that really hasn't taken place yet, though. Maybe Rick 03 knows. 04 MR. WILSON: No. There's negotiations on it taking 05 place. 06 MR. BAEDEKER: Rick Baedeker from Hollywood Park. 07 We submitted to the Board our license application for our 08 spring/summer meets, I think, as of today, and it likely 09 will be on the agenda next month, if not next month, 10 certainly March. 11 In that application, we will stipulate that 12 we will send our signal
	0126 01 MR. HARRIS: So that hadn't -- well, my concern was 02 that really hasn't taken place yet, though. Maybe Rick 03 knows. 04 MR. WILSON: No. There's negotiations on it taking 05 place. 06 MR. BAEDEKER: Rick Baedeker from Hollywood Park. 07 We submitted to the Board our license application for our 08 spring/summer meets, I think, as of today, and it likely 09 will be on the agenda next month, if not next month, 10 certainly March. 11 In that application, we will stipulate that 12 we will send our signal
	 15 recipient. In this case it will be TVG. So this issue is 16 going to come up again. Within the context of Hollywood 17 Park's application to conduct a race meet. Theoretically, 18 if we reached that point, and we did not have an agreement 19 with the horsemen, we would have a real problem. We would 20 either not be licensed or we would have to -- we would be 21 precluded from sending our signal to anybody, not just 22 TVG, without the horsemen's approval. 23 MR. WILSON: And I might mention, if I could 2

	0127 01 distributable revenue. It gets allocated according to the 02 statutory provisions. 03 For instance, even though we don't have an 04 agreement with Magna and Santa Anita, their horsemen at 05 that racetrack during -- at that their particular zone 06 gets monies according to the statutory distribution 07 system. This is very similar -- our source marketing 08 system, where we've given two and a half million dollars 09 to Kentucky horseman that's done by contractual 10 negotiations between the tracks a
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	0128 01 same, which are almost regardless -- basically, regardless 02 for the statutory and it's not contractual. 03 MR. VAN DE KAMP: John Van de Kamp, TOC. I'd like 04 to just try to place this all on some prospective today, 05 if I can. Because it is indeed a complicated situation 06 that we're walking into right here. 07 First of all, we value what TVG is doing, and 08 the direction their going in terms of distribution. 09 They're not going as far as we would like. I think if I 10 do my arithmetic, the a
	0128 01 same, which are almost regardless -- basically, regardless 02 for the statutory and it's not contractual. 03 MR. VAN DE KAMP: John Van de Kamp, TOC. I'd like 04 to just try to place this all on some prospective today, 05 if I can. Because it is indeed a complicated situation 06 that we're walking into right here. 07 First of all, we value what TVG is doing, and 08 the direction their going in terms of distribution. 09 They're not going as far as we would like. I think if I 10 do my arithmetic, the a
	 17 get licensed today with the Los Alamitos deal? There is a 18 variable and that is what they get as a hub provider. 19 Now, they have a contract as a hub provider, I gather with 20 Los Alamitos for a certain amount. That can vary by the 21 way, depending on with whom they're negotiating and what 22 is finally arrived at. So it's not just all a California 23 statutory distribution mechanism, but that's an important 24 variable and certainly it had its place with respect to 25 our negotiations with MEC. 26

	0129 01 day and during the night. So it's not just, you know, 02 during the Los Alamitos night portion. And the horsemen's 03 revenue go to the track that's running -- it could be a 04 Santa Anita, believe it or not, despite the fact that we're 05 at opposite ends of the situation here, depending on where 06 the better is located, a complicated thing that our CHRIMS 07 people are going to have to work in conjunction with them. 08 The statutory distribution from California 09 residents is pretty well set by 
	-

	0130 01 between what California horsemen would receive under the 02 TVG system and under the system that you negotiated with 03 Magna. 04 MR. VAN DE KAMP: I think based on -- I think the 05 traditional contract that they have, and I think this is 06 public knowledge, that the horsemen would get under that 07 contract about 1.4 percent at the end of the day. 08 Under our contract with MEC, the horsemen's 09 agreement, we will -- believe that on a blended basis 10 we'll be getting someplace between four and f
	0130 01 between what California horsemen would receive under the 02 TVG system and under the system that you negotiated with 03 Magna. 04 MR. VAN DE KAMP: I think based on -- I think the 05 traditional contract that they have, and I think this is 06 public knowledge, that the horsemen would get under that 07 contract about 1.4 percent at the end of the day. 08 Under our contract with MEC, the horsemen's 09 agreement, we will -- believe that on a blended basis 10 we'll be getting someplace between four and f
	 19 which is a separate issue that might be the subject of 20 negotiations between Hollywood Park and the TOC. 21 When we take wagers on races from out of 22 state, that was the entire purpose of this statute, is to 23 have a distribution system in place, so that when we took 24 a wager, for instance, on a New York race, that California 25 horsemen and California racetracks would participate in 26 that takeout distribution according to the statutory -27 MR. LICHT: Right. I understand that. 28 MR. WILSON: Th
	-


	0131 01 talked about, is that he has negotiated apparently, I'm 02 not party to this agreement obviously, but he's negotiated 03 an agreement that apparently has host track fee components 04 in it that is different than our standard deal that we've 05 done across the country. 06 Now, as it relates to the Hollywood Park meet 07 coming up, we satisfy the statutory regulatory criteria 08 for getting a license. If for whatever reason Hollywood 09 Park and the TOC, and we're always happy to be part of the 10 neg
	0132 01 thing Magna's going to do. They said to you in their 02 presentation, for instance, that they have agreements with 03 other tracks. 04 The whole purpose behind passing this 05 legislation was that we knew people were setting up 06 accounts in Pennsylvania and New York offshore betting on 07 what they wanted to bet on. So the principle for us 08 behind the legislation was, let's keep the money in this 09 state, regardless of what you're betting on. So the 10 horsemen can be properly compensated and t
	 21 MR. LICHT: I understand that. But I'm saying that 22 Saturday afternoon I've got a hundred bucks to bet. It's 23 better for the horsemen in California if I bet that on 24 Santa Anita track through ADW then if I bet it on the 25 fairgrounds through TVG? 26 MR. WILSON: It's the same percentage that's going 27 back under the statute. 28 MR. HARRIS: That's the part I don't understand. 
	0133 01 Because I understand that TOC has negotiated the better 02 arrangement than the statute arrangement. 03 MR. LICHT: Right. 04 MR. VAN DE KAMP: No there's a variable. And I 05 think we better make ourselves clear. I don't want to 06 have any misunderstandings. I don't know if Mr. Wilson's 07 not trying to cause that either. And this is a 08 complicated subject. It takes a little time to get it to 09 sink in. We've all found that out. 10 The kind of arrangement we worked out with 11 MEC provides for a 
	0134 01 advertising revenue in the day. 02 So to John Van de Kamp's point, it's 03 certainly in our best interest, and we're working as hard 04 as we can to get broader distribution. Because with 05 broader distribution you increase -- the advertising 06 component of our motto. 07 But I don't make apologies and I think we 08 should for what we have performed on to date, in terms of 09 building the distribution that we have. The wagering 10 platforms that we have. The marketing programs that we 11 put into p
	0134 01 advertising revenue in the day. 02 So to John Van de Kamp's point, it's 03 certainly in our best interest, and we're working as hard 04 as we can to get broader distribution. Because with 05 broader distribution you increase -- the advertising 06 component of our motto. 07 But I don't make apologies and I think we 08 should for what we have performed on to date, in terms of 09 building the distribution that we have. The wagering 10 platforms that we have. The marketing programs that we 11 put into p
	 23 percentage that's set out at six-and-a-half percent. 24 So I guess to your point, I can't comment on 25 whether or not a bet on Santa Anita under advance deposit 26 wagering is producing a slightly -- a slight bit more 27 revenue if it's done under the deal that he did there 28 versus under our system. Under the statutory 

	0135 01 distribution, it's the same. 02 MR. LICHT: I understand that. The statute is what 03 it goes to everybody. 04 MR. WILSON: It is. That's why we all worked hard 05 to pass it. 06 MR. LICHT: But my understanding is that the TOC 07 negotiated a more favorable -- my understanding it's a 08 fact, he's negotiated a more favorable deal with Magna 09 than what the statute requires. 10 MR. WILSON: And I assume that's correct. Again, I 11 haven't seen it. What we are doing requires an enormous 12 amount of mon
	0136 01 distribution network that will enhance what we're trying 02 to get, but it does look like the dollar -- say for 03 example, a dollar placed on Magna's -- a California 04 resident paid a dollar on Turf Paradise, will 05 return less to -- California, it would return more to 06 California invested through MAGNA, than invested through 07 TVG and maybe that's okay because of the total picture but 08 (unintelligible) it's not exactly the same deal. 09 MR. WILSON: That again, Commissioner Harris, I'm 10 sp
	0136 01 distribution network that will enhance what we're trying 02 to get, but it does look like the dollar -- say for 03 example, a dollar placed on Magna's -- a California 04 resident paid a dollar on Turf Paradise, will 05 return less to -- California, it would return more to 06 California invested through MAGNA, than invested through 07 TVG and maybe that's okay because of the total picture but 08 (unintelligible) it's not exactly the same deal. 09 MR. WILSON: That again, Commissioner Harris, I'm 10 sp
	 25 Mr. Chairman, that anyone undertakes as you well know. 26 We started into this with our eyes open. Our 27 fee is five dot five, that's where it started at the 28 beginning. We're very comfortable that in markets where 

	0137 01 we've been allowed to deploy with no question about that 02 deployment, whether it be Kentucky, whether it be 03 Maryland, now, hopefully, here in California if we get the 04 approval that we execute on distribution. 05 In Maryland, for instance, now, we're on all 06 of the Comcast Digital systems and that's important 07 because that gives us the ability over the next year or so 08 to do the remote control wagering, which we highlighted. 09 MR. LANDSBURG: In your experiences therefore, 10 Mark, ther
	-
	-
	-

	0138 01 MR. LANDSBURG: Apples and oranges, Mark. Don't 02 give me apples and oranges. On track attendance -03 MR. WILSON: -- I'm no Ferris Bueller. 04 MR. LANDSBURG: -- new fans is what we're talking 05 about. Now, as you haven't been able to accomplish new 06 fans, then what can we look to? 07 MR. BAEDEKER: Rick Baedeker, Hollywood Park. In 08 response to your question, I can answer as it relates to 09 Churchill Downs. 10 TVG has been in Kentucky for many years, 11 broadly distributed for the last two year
	-

	 27 we're (unintelligible). 28 MR. PIZANCE: Okay. Mr. Chairman and Board again, 
	0139 01 just sitting in the back room and looking at these two 02 presentations, but again -- may be a simpleton's thoughts 03 and I'm addressing Mr. Leight's comment. 04 MR. LICHT: Licht. 05 MR. PIZANCE: Mr. Licht, if I were selling apples 06 and I said to you, I'm going to sell so many apples a 07 dozen and I'm going to give you 70 percent of the profits. 08 and another fellow said I'm going to sell 500 dozen apples 09 and give you 50 percent of the profit, would you buy the 10 fellow that's just going to
	0140 01 A new law has been implemented in California 02 to allow for ADW. We as a Board, as a regulatory Board, 03 appointed by the Governor are here to approve or deny or 04 delay applications. 05 And for as much as we all want a new fan 06 base, and this is why this whole law got passed in the 07 first place, we have certain requirements from which we 08 are coming from in terms of our vote as to who does or 09 does not get licensed in the state and -- so just because 10 someone sells more apples or doesn
	0140 01 A new law has been implemented in California 02 to allow for ADW. We as a Board, as a regulatory Board, 03 appointed by the Governor are here to approve or deny or 04 delay applications. 05 And for as much as we all want a new fan 06 base, and this is why this whole law got passed in the 07 first place, we have certain requirements from which we 08 are coming from in terms of our vote as to who does or 09 does not get licensed in the state and -- so just because 10 someone sells more apples or doesn
	0141 01 that, that's -- when you're talking risk -- that's 02 something when both of these firms start in this progress 03 we don't know one which will be the greatest. 04 I watched the presentation. This room has as 05 far as media and delivery and distribution, et cetera. I 06 think it's pretty clear, who's got the edge today. What 07 it's going to be in a month or two, I don't know, but I 08 know where I'd bet. 09 (Audience Applause) 10 MR. LANDSBURG: Lonnie. 11 MR. BLONIEN: Thank you Mr. Chairman and me
	-


	Racing. 21 You've been asking for specifics and I think I have one 22 for you at any rate. 23 To demonstrate the effectiveness of TVG. Doug 24 Burgess is here in the audience from CBAI. He and I put 25 on the Cal Cup every year. And we tried the million 26 dollar guarantee Pick Six for three years of the last 27 five. Of two of the last three we were well below the 28 million dollar guarantee. We did $874,000 I think in 1998 
	0142 01 and $972,000 in 1999. 02 One of Mark's associates called me back in 03 September and said, Chilli how about our doing something 04 for the Cal Cup and in return you can have a race for us. 05 And I said, okay let's talk about it. So it suddenly 06 occurred to me, I called back and I said, let's get them 07 to put the purse -- for the two weeks prior to Cal Cup, 08 stress our million-dollar guarantee Pick Six. And the 09 fact of the matter is, for the first time in the history 10 of Oaktree and Cal C
	0143 
	0143 
	 01 of follow up with Mr. Liccardo's statement, just to make 02 it clear, there are a couple of issues that are left to 03 resolve with regard to moving a hub into the state of 04 California. 05 Once those issues are resolved, I think it's, 06 in fact, TVG's desire and intent to sit down and get 07 negotiations with Mr. Liccardo and the Pari-Mutuel Clerks' 08 Union to have those employees and those jobs be, in fact, 09 union jobs; and I think that we can commit to that. It 10 was part of the discussions wit
	-


	0144 01 crucial here. 02 TVG has its studios here. I think that's a 03 plus, but we're talking about people within the racing 04 industry who by what you are asking us to license, will 05 lose some of their jobs because the audience, an unproven 06 ability to bring in a new audience, is going to mean a 07 lessening of audience, probably, and jobs going bye-bye. 08 And I don't think we can in good conscience give you a 09 license until we know that you are going to support that 10 kind of group within this -
	-

	0145 01 If the tax rate issue, is such, that that tax 02 rate is the same as what we pay in Oregon, we'd be happy 
	0145 01 If the tax rate issue, is such, that that tax 02 rate is the same as what we pay in Oregon, we'd be happy 
	 03 to move down here, and we'd have an incentive to do so. 04 Because we would want all of the those jobs in one 05 location from the efficiency standpoint. If the tax rate 06 is much higher, what happens is that under the statute 07 horsemen and racetrack partners get less significantly 08 less than they otherwise would. So these issues -09 MR. LANDSBURG: -- are there jobs? 10 MR. WILSON: No. If the tax rate in California, 11 Mr. Chairman, is 1.2 percent or higher there's a full 12 percentage point that i
	-


	0146 01 MR. WILSON: Mr. Chairman, I just explained that 02 assuming the tax rate issue could be handled because it 03 has an enormous impact on scale to horsemen and the 04 racetracks -05 MR. LANDSBURG: But that's a negative, Mark. That's 06 a negative. Are you going to go up and ask for that? Are 07 you going to try and try to put that -08 MR. WILSON: Yes. Yes. Yes. We're working on 09 that now. Our counsel is working on that issue now. But 10 it does cost us money to move jobs and to move operations 11 do
	-
	-

	0147 01 given that none of us seem to, it would be nice to know 02 that we all understood what was going on before we --we 03 approve the application. 04 Thank you. 
	 05 MR. LICHT: Would it be safe to say that you on 06 behalf of the CTT do not believe the statutory parameters 07 adequately protect the horsemen? 08 MR. HALPERN: I believe that there are -09 apparently, some things in the statute that are left to 10 confusion. Whether were -- yes. I would say that it does 11 not adequately protect the horsemen. 12 MR. LICHT: I'd like to hear from Mr. Van de Kamp 13 on that, too and hear TOC's recommendation on this 14 application. 15 MR. VAN DE KAMP: We expect to negotiat
	-

	0148 01 connection with Magna's application or from XpressBet is, 02 basically, as I see it, there's no cannibalization because 03 it's the same to the horsemen, or virtually the same, 04 whatever arena the bet is placed in. And that's one -05 that's the only thing that concerns me with the TVG 06 application. 07 MR. WILSON: Again, in our application, 08 Commissioner Licht, other than this variable, which I'm 09 unaware of, which means that the hub fee that we charge 10 five and a half percent for, apparent
	-

	0149 01 THE BOARD: Two years. 02 MR. HARRIS: Is it two? 03 THE BOARD: -- the normal term of a license is two 04 years. The Board could, of course, condition it 05 differently. 06 MR. HARRIS: -- you really got two different models 
	0149 01 THE BOARD: Two years. 02 MR. HARRIS: Is it two? 03 THE BOARD: -- the normal term of a license is two 04 years. The Board could, of course, condition it 05 differently. 06 MR. HARRIS: -- you really got two different models 
	 07 here, which are really involved, you know, different types 08 of marketing strategies -- bothers me to do these for two 09 years without having a chance to revisit them. 10 MR. VAN DE KAMP: John Van de Kamp, again. I don't 11 want to add more confusion to this business, but again, in 12 terms of models, we now have one until November 15 with 13 MEC. That is a model that's been negotiated and approved 14 by both the tracks, and MEC, XpressBet, whatever you want 15 to call it. 16 With respect to TVG, the 

	0150 01 horsemen's agreements that might be different from the 02 ones that they have at Los Alamitos. So the model -- all 03 I'm saying -- is it could well change, depending on the 04 final understanding we have. 05 MR. HARRIS: -- as far as the TVG model, do they 06 have any plans in Northern California or does Northern 07 California fairs have any talks with the TOC? 08 MR. WILSON: Chris, you might want to speak to this 09 point, but we've had numerous discussions with Chris 10 Korby, in terms of the fair
	0151 01 approved and we're also certainly very in favor of the TVG 02 model also. 03 Because we believe in TVG. We think they've 04 showed today what effective their marketing model is. Our 05 horsemen are strongly in favor of it. And we're ready to 06 go ahead. And we appreciate your approval of our -- the 07 application for TVG. 08 MR. SPERRY: Let me, if I might add, ask you a 
	0151 01 approved and we're also certainly very in favor of the TVG 02 model also. 03 Because we believe in TVG. We think they've 04 showed today what effective their marketing model is. Our 05 horsemen are strongly in favor of it. And we're ready to 06 go ahead. And we appreciate your approval of our -- the 07 application for TVG. 08 MR. SPERRY: Let me, if I might add, ask you a 
	 09 question. You have a current agreement with Dish to cover 10 800,000 people or whatever it is. Is it an exclusive 11 agreement that says that you can't put your television on 12 DirectTV, as an example, currently? 13 MR. WILSON: No, Commissioner Sperry, there is no 14 such restriction. Our agreement with Dish was negotiated 15 a couple of years ago, and it's for carriage of TVG on a 16 long-term basis, on every single platform Dish has, 17 whether it's their -- they do different marketing tiers, 18 but 

	0152 01 Californian homes. Dish has about 700,000 Californian 02 homes, but you probably know that Dish was successful in 03 buying DirectTV? The big question is, is whether or not 04 that will get regulatory approval over the next nine to 05 twelve months. If it does get regulatory approval, we 06 believe -- in a position, it doesn't have the constant 07 dialogue with DirectTV today about working out our own 08 deal. And obviously, for DirectTV it has a big presence 09 here. Our ability to be licensed in t
	0153 01 increase, and we're -- and we've had our cannibalizing or 02 our existing fan base, and I'm not sure that the evidence 03 is clear that what you've done before isn't just that, so 04 that if you do cannibalize, it's not a good result for the 05 California horsemen. And therefore, I might be more 06 comfortable with a shorter term as long as these higher 07 rates are in effect, until we can see what happens with 08 the cannibalization. 09 MR. LANDSBURG: Good idea. 10 MR. WILSON: If I could speak to t
	0153 01 increase, and we're -- and we've had our cannibalizing or 02 our existing fan base, and I'm not sure that the evidence 03 is clear that what you've done before isn't just that, so 04 that if you do cannibalize, it's not a good result for the 05 California horsemen. And therefore, I might be more 06 comfortable with a shorter term as long as these higher 07 rates are in effect, until we can see what happens with 08 the cannibalization. 09 MR. LANDSBURG: Good idea. 10 MR. WILSON: If I could speak to t
	 11 Licht. The experience in the other states where there is 12 television, whether it's Pennsylvania or New York, shows 13 that purses have grown dramatically. And in both of those 14 states, to Magna's point earlier today, there is a fairly 15 broad television distribution. In Kentucky, for instance, 16 other than with two million dollars -- promoted and hit 17 last year, purses went up substantially for the four years 18 that we've been in that state. 19 And again, I think racing will be like any 20 othe

	0154 01 year, that it keeps everybody on an equal playing field of 02 -- that this will generally go to possibly, like, December 03 31st or -- something. 04 MR. LANDSBURG: Suzanne, based on the fact that TVG 05 is going to -- if we approve the license, will it be 06 broadcasting for the moment out-of-state racing and 07 Quarter Horse racing? Will the same support be available 08 for just the Los Alamitos Racing? And let us say they 09 don't get a Hollywood contract, just for argument sake. 10 The same promo
	-

	0155 01 MR. HARRIS: Oh, okay. As I understood it, because 02 if they got the license and somehow the model didn't work, 03 that the cannibalization, you know, was significant, and 04 it looked like the fee structure is just not appropriate, 05 that we have a chance to revisit it. I don't think it's 06 looking at it as being punitive, it's just prudent to be 07 able to take another look at it after a year to see what 08 the numbers are looking like. 09 MR. LANDSBURG: That's the motion. Is there a 10 second? 
	 13 THE BOARD: Aye. 14 MR. LANDSBURG: I'm sorry, can I count those, 15 please. 16 MS. MORETTI: -- sorry to be slow right now. But I 17 want to approve the application motion -18 MR. LICHT: For the one year that John proposed? 19 MS. MORETTI: The Board is for two years -20 MR. LANDSBURG: Well, there's a motion on the 21 table, that motion was to be voted on. 22 May I have the vote, please, again. 23 (Hand count) The vote is two, three, four, 24 five. The motion is approved. Your license application 25 per th
	-
	-

	0156 01 that we revisit it at the end of 2002. 02 MR. HARRIS: Yes. 03 THE BOARD: Does anybody want to take a break? 04 (Break in Proceedings) 05 (A break was taken in the Proceedings at
	 06 3:00 p.m., and the Meeting was reconvened at 07 3:21 p.m.) 08 (Ms. Granzella is not present) 09 MR. LANDSBURG: Ladies and gentlemen, we are moving 10 on in the agenda, which I would hope to be able to find 11 amongst all of these papers. Here it is. 12 We are at Item 7, Discussion and Action by 13 the Board on the Application for License to Conduct Advance 14 Deposit Wagering by Autotote Enterprises Incorporated. 15 John Reagan, would you please give us your 16 staff report. 17 MR. REAGAN: Certainly, Co
	0157 01 horsemen's approvals are not here yet, and neither is the 02 entity that will provide the advertising services, the 03 $500,000 financial security -- excuse me, they have it, it 04 will expire, also the deposit information does not specify 05 California account holders only have one access to one 06 deposit per each racing day. Essentially, we have a 07 number of concerns and Mr. Payton is here representing 08 Autotote and will speak to those. 09 MR. PAYTON: Thank you. Dave Payton with Autotote 10 S
	0157 01 horsemen's approvals are not here yet, and neither is the 02 entity that will provide the advertising services, the 03 $500,000 financial security -- excuse me, they have it, it 04 will expire, also the deposit information does not specify 05 California account holders only have one access to one 06 deposit per each racing day. Essentially, we have a 07 number of concerns and Mr. Payton is here representing 08 Autotote and will speak to those. 09 MR. PAYTON: Thank you. Dave Payton with Autotote 10 S
	 15 Enterprise to follow presentations like we've seen so far 16 this morning and the afternoon. That's not the really not 17 the venue that they offer today, but this is uh, really 18 kind of a different approach or a different aspect of the 19 new law that I think needs to be considered on the 20 enterprise, these things need to be considered in the fact 21 that the regulations allow for out-of-state hubs to apply 22 for (unintelligible) services and yet there's the 23 difficulty of being able to get lice

	0158 01 Connecticut has authorized California wagering for about 02 20 years and they decided to privatize nine years ago and 03 that's when Autotote Enterprises came in and bought the 04 services and has been providing services. Since then it 05 has increased handle over -- in this operation over 60 06 percent. With that -07 MR. LANDSBURG: I'm sorry. Please repeat the name 08 of the Operation because I was -09 MR. PAYTON: Autotote Enterprises. 10 MR. LANDSBURG: No. I meant the increase in the 11 handle -12
	-
	-
	-

	0159 01 California, obviously, it was a conflict of interest for 02 Connecticut to continue doing that. Plus with the 03 questions of whether or not account wagering was legal 04 from a California resident, Connecticut stopped 05 immediately and hasn't taken any California wagers, 06 residents' wagers for years now. 07 Connecticut Teletrack doesn't offer Internet 08 services. It's not authorized in Connecticut. There's no 09 plans at this point to be able to take that path. They 10 don't provide TV, that's 
	0159 01 California, obviously, it was a conflict of interest for 02 Connecticut to continue doing that. Plus with the 03 questions of whether or not account wagering was legal 04 from a California resident, Connecticut stopped 05 immediately and hasn't taken any California wagers, 06 residents' wagers for years now. 07 Connecticut Teletrack doesn't offer Internet 08 services. It's not authorized in Connecticut. There's no 09 plans at this point to be able to take that path. They 10 don't provide TV, that's 
	 17 have a web site that identifies to people how they can -18 how they get access to open an account, make deposits, 19 withdrawals, all those things. And it's been, like I 20 said, we perceive -21 we're -- right then, it is a very successful operation for 22 the small venue that we operate in. 23 You have to remember the telephone betting 24 network around the country actually has been very popular 25 for a long time with New York and Pennsylvania being 26 really, the forefront, and Connecticut, obviously
	-
	-


	0160 01 operates southern rules and regulations governed by the 02 Connecticut Department of (unintelligible) Revenue. So 03 it's (unintelligible) and legally operated entity, you 04 know, without (unintelligible) mystique and all that 05 stuff. So I thought that was worth pointing out. 06 The real concern is that we've made -07 addressed or tried to address -- this the ability to be 08 able to get contracts with various associations, and we 09 just haven't been able to do that. So not making that 10 step, 
	-

	0161 01 tracks and all the Jai Alai (unintelligible) and all that 02 stuff. 03 MR. LANDSBURG: Clarify for me, I don't know, can 04 -- can Connecticut accept telephone wagering on California 05 racing through the simulcast outlet? 06 MR. PAYTON: They've taken wagers from their 07 account holders -08 MR. LANDSBURG: -- from their account holders? 09 MR. PAYTON: -- in California races, yes. 10 MR. LANDSBURG: Right. 11 MR. PAYTON: That's the simulcast agreement that 12 are in place with all the associations. 13 
	0161 01 tracks and all the Jai Alai (unintelligible) and all that 02 stuff. 03 MR. LANDSBURG: Clarify for me, I don't know, can 04 -- can Connecticut accept telephone wagering on California 05 racing through the simulcast outlet? 06 MR. PAYTON: They've taken wagers from their 07 account holders -08 MR. LANDSBURG: -- from their account holders? 09 MR. PAYTON: -- in California races, yes. 10 MR. LANDSBURG: Right. 11 MR. PAYTON: That's the simulcast agreement that 12 are in place with all the associations. 13 
	-

	 19 to do that -20 MR. PAYTON: I'm not privy to what will happen, but 21 I do know that their -- it's been -- they've been another 22 outlet -- another guest outlet, just as anybody else in 23 the country has been. 24 MR. LANDSBURG: What -- what -- let us say you have 25 the agreements, just so I can fathom this and understand. 26 Let's say you had the agreements with the track since your 27 operation is rather contained in Connecticut -28 MR. PAYTON: Uh-huh. 
	-
	-


	0162 01 MR. LANDSBURG: -- how would that serve as an 02 advantage to you? I mean, why would you seek it is what 03 really -04 MR. PAYTON: It was -- the opportunity was we had 05 another state of potential account holders, new account 06 holders that Connecticut could then open up a marketing 07 campaign and try to develop a new clientele. 08 MR. LANDSBURG: But you had it anyway? 09 MR. PAYTON: Well, we didn't, we hadn't taken 10 wagers from California residents on the account -- on the 11 telephone betting 
	-
	-

	0163 01 traditional simulcast contracts was the goal we need to 02 meet. 03 So my personal point is -- after listening to 04 everything else today, it just seems interesting after 05 we've heard the legislation that has been placed and the 06 rules that are placed, there are rules for out-of-state 07 hubs. Um, it doesn't seem that there's an opportunity for 08 out-of-state hubs to actually to be able to participate. 09 MR. LANDSBURG: I suppose if they won't 10 license you by the racing association. Okay. 11
	-

	 21 But it highlights, I think, an issue we have 22 to confront. Because we've been sending our simulcast 23 signals out of state to a number of simulcast sites and 24 that is somehow getting routed into ADW's systems, like 25 the Connecticut one. And we're going to have to have 26 separate contracts and tracks are going to have to agree 27 with us on that, and we're going to have to work our way 28 through this with the tracks to make there's a transfer 
	0164 01 basically from the strict simulcast contract to something 02 more akin to an ADW contract. I don't know if that makes 03 a lot of sense, but I think in the next three or four 04 months, there's going to be a lot of shake up, and -05 MR. LANDSBURG: I think given Autotote's problem, 06 it will not only be Autotote, but there won't be a 07 hub any where, other than these two for California -- or 08 three or four. 09 MR. VAN DE KAMP: If that's the -10 MR. LANDSBURG: Unless you base your hub in 11 Califo
	-
	-
	-

	0165 01 believe the Autotote application is significant in the 02 sense of the last report I saw said that there were 12 03 advance wagering deposit systems providers in the United 04 States. If you include Autotote, you had four applied 05 here. 06 The contract with Magna, the contract with 07 TVG is going to limit the competition, the true 08 competition for California residents to opening accounts 09 and bet on California races, which is going to exclude 10 entities like Autotote, like the Fairgrounds, l
	0165 01 believe the Autotote application is significant in the 02 sense of the last report I saw said that there were 12 03 advance wagering deposit systems providers in the United 04 States. If you include Autotote, you had four applied 05 here. 06 The contract with Magna, the contract with 07 TVG is going to limit the competition, the true 08 competition for California residents to opening accounts 09 and bet on California races, which is going to exclude 10 entities like Autotote, like the Fairgrounds, l
	 23 California races. I believe that our other intent is to 24 make sure that if you go to these other tracks that the 25 California races have a full and fair opportunity to be 26 bet upon by those customers at those tracks whether they 27 be in Florida, New York (unintelligible), et cetera. 28 MR. HARRIS: Yeah. I think the issue is 

	0166 01 though that at some of those tracks there's on, you know, 02 track satellite customer, there also doing telephone 03 betting out of that hub wherever it is. It's just a 04 telephone betting part is where -- for the computer or 05 whatever is the part that we're really interested in. 06 MR. LANDSBURG: At the moment, we don't have 07 outreach to them. As we have no -- no ability to tell 08 them not to take telephone bets from their clientele on 09 California under the simulcast agreement. 10 I don't t
	-

	0167 01 favorably if you allowed this and won't necessarily affect 02 your ultimate decision, but it could be a good opinion of 03 the Board. 04 MR. LANDSBURG: We will think about it. I have to 05 think about it. 06 Is there any further comment about the 07 Autotote request? 08 In that case, may I request a motion? I 09 think once again, we don't have grounds here for -- under 10 the rules and regulations that have been promulgated by 11 our good legislature, and our regulations, the law and the 12 regulati
	0167 01 favorably if you allowed this and won't necessarily affect 02 your ultimate decision, but it could be a good opinion of 03 the Board. 04 MR. LANDSBURG: We will think about it. I have to 05 think about it. 06 Is there any further comment about the 07 Autotote request? 08 In that case, may I request a motion? I 09 think once again, we don't have grounds here for -- under 10 the rules and regulations that have been promulgated by 11 our good legislature, and our regulations, the law and the 12 regulati
	-

	 25 to table -26 MR. HARRIS: Yeah. I'll move that we table the 27 Autotote motion, and hold on to the license application. 28 MR. LANDSBURG: I think we should add until we get 
	-


	0168 01 -- until they have licenses in place in California. 02 MR. LICHT: Second it. 03 MR. LANDSBURG: All in favor. 04 THE BOARD: Aye. 05 MR. LANDSBURG: Any oppose? 06 UNKNOWN: Nobody. 07 MR. LANDSBURG: Okay. Mr. (unintelligible) the 08 application has been tabled for this moment waiting for 09 further information from Connecticut. 10 MR. HARRIS: Mr. Chairman, I have an item that 11 relates to Item 5, which is the approval of the XpressBet 12 application. When I voted to do so, I was under the 13 impressio
	-
	-

	0169 01 reared its ugly head during our discussion and it was 02 decided that we would want to revisit this question at the 03 end of the year. The end of the year in this case would 04 have been the end of 2002. 05 MR. HARRIS: Yeah. I'm okay on that one. It's just 06 on the Magna one that the intent there would be that -- it 07 would also be the end of the year -- or the end of their 08 year, which is going to be -- well, basically at the end 09 of the year. 10 MR. LANDSBURG: Well, if -- with Magna if we d
	 27 MR. LICHT: That's my -28 MR. WOOD: You're talking about the license 
	-

	0170 01 for XpressBet? 02 MR. LICHT: Yes. 03 MR. WOOD: For both? 04 MR. LANDSBURG: No. We had voted -- if -- the 05 rationale for not doing that with Magna and not limiting 06 it that motion was made seconded for -- only for TVG. 07 MR. HARRIS: Yeah. But going back to the Magna 08 motion -- uh, I interpreted that to be in conformance with 09 the horsemen's agreement that they had, which expired at 10 the conclusion of, um, of the meet. 11 When I said, basically, any meet be run in 12 California by a TVG on 
	-

	0171 01 motion they can't move forward. 02 MR. WOOD: Oh, I'm afraid (unintelligible). 03 MR. LANDSBURG: Yeah. That's what the motion was, 04 and that's what was approved by the Board. 05 MR. TOWNE: If I may, before we leave the esteemed 06 and beloved account wagering discussion -07 MR. LANDSBURG: Beloved by whom? 08 MR. TOWNE: The remainder of this audience I take 09 it. But -- Norm Towne, again, representing the three 10 Northern California fairs and Local 280. 11 I wanted to raise one issue that hasn't b
	0171 01 motion they can't move forward. 02 MR. WOOD: Oh, I'm afraid (unintelligible). 03 MR. LANDSBURG: Yeah. That's what the motion was, 04 and that's what was approved by the Board. 05 MR. TOWNE: If I may, before we leave the esteemed 06 and beloved account wagering discussion -07 MR. LANDSBURG: Beloved by whom? 08 MR. TOWNE: The remainder of this audience I take 09 it. But -- Norm Towne, again, representing the three 10 Northern California fairs and Local 280. 11 I wanted to raise one issue that hasn't b
	-
	-

	0172 01 you talk about cannibalization, that is a significant 02 portion of the revenues that accrues to horse racing in 03 California. 04 MR. LANDSBURG: That's still up to the fairs to 05 make the deal. 06 MR. TOWNE: I understand that. I just wanted to -07 MR. LANDSBURG: Okay. Well, it's still up -- that 08 -- if they don't make the deal, we'll have a significant 09 hold on account wagering, but that may or may 10 not be an important factor. 11 MR. HARRIS: Well, as I understand the legislation 12 on -- the
	-
	-


	0173 01 MR. BIANCO: Right. But do we license them for two 02 years if they don't have, you know, the full complement of 03 what they need? 04 MR. LANDSBURG: Um, they can -- the can be 05 licensed, but not operating. Not operating on behalf of 06 California race track. 07 MR. WOOD: I think an example of that would be 08 in the summertime when their -- when XpressBet has an 09 agreement with harness racing, but it does not cover the 10 19-day period of time for the Cal Expo or state fairs, as 11 Norm was talk
	0174 01 state fairs in, that 19-day period of time, they will -
	0174 01 state fairs in, that 19-day period of time, they will -
	-

	 02 you will be able to exercise your right with XpressBet. 03 That's what's under the negotiations with the fairs as we 04 speak. There is agreement with Capital Racing right now. 05 MR. DUNBY: Right. Okay. And unless just assume 06 they sign an exclusive agreement with XYZ Corp. Then if I 07 called as a California person, that they're going to say 08 for that period of time, "I'm sorry sir, we can't take 09 your bet on anything?" I mean, a race -- obviously, not 10 in California, but if I want to make a b
	-
	-


	0175 01 MR. WOOD: Same thing with Los Alamitos's 02 contract or agreement with the horsemen end of December 03 the 17th. December 17th to December 31st, they have no 04 agreement with anybody. So yes, that's partly right. And 05 we discussed that many times during -06 MR. DUNBY: No. I understand. I -- I just wanted 07 to -08 MR. WOOD: It's clear. 09 MR. BADOVINAC: -- to make it perfectly clear, so 10 that the there is no misunderstanding with them -11 MR. WOOD: -- clear and those discussions with 12 the Boa
	-
	-
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	0176 01 ARCI rule and the tote can handle it, so these two 02 organizations have decided to work together and present 03 this pool and see what happens. 
	 04 MR. LICHT: It's a whips wager only; right? 05 (unintelligible) exotics (unintelligible). 06 MR. REAGAN: It's actually just Win. Just win. 07 MR. LICHT: With an exotic takeout? 08 MR. REAGAN: No. It's actual for Kentucky it's a 09 16-percent pool, which is fairly close to our 15.43. So 10 and like I say, it is a Kentucky pool at Churchill, so 11 we'll betting into their. Once the Kentucky Derby is run 12 then we can calculate the pool and those three pools can 13 then be resolved appropriately. 14 MR. LI
	0177 01 AUDIENCE MEMBER: I'm hoping to hear something. 02 MR. LICHT: I move that we accept this proposal. 03 MS. MORETTI: Second it. Second it. 04 MR. LANDSBURG: I had one more (unintelligible) on 05 discussion. May I hold your -06 MR. LICHT: Sure just a second. 07 MR. LANDSBURG: If we are in fact going to get the 08 lion's share of the wager, or just offering another way 09 for California to spend their money in -- in distant 10 locations, not that they wouldn't anyway, but I would like 11 it known that on
	-

	0178 01 here? 02 MR. BAEDEKER: It's just -- it's just like a silent 03 -- it's just like betting on a race from Kentucky, we send 04 the host fee back to Kentucky. 05 MR. LANDSBURG: Right. Okay. 
	 06 THE BOARD: It's not right for them to move. 07 MR. LANDSBURG: Now, if you'd like to continue with 08 your second. 09 MS. MORETTI: I second my first. 10 MR. LANDSBURG: Second by Ms. Moretti. 11 And all in favor? 12 THE BOARD: Aye. 13 MR. LANDSBURG: And one opposed. 14 UNKNOWN: One opposed. 15 MR. LANDSBURG: One opposed. (Unintelligible). 16 It's just sucking bad money out of -17 MR. HARRIS: We do it everyday though. I mean, 18 everyday of the year. 19 MR. LANDSBURG: But not to the wager -- that's the 20 
	-

	0179 01 MR. LANDSBURG: Thank you, onward. That's been 02 approved six to one. 03 Discussion and action by the Board on the 04 request of the Bay Meadows Operating Company -05 MR. WOOD: Excuse me. Just for the record, 06 it's five to one, Ms. Granzella is not here. 07 MR. LANDSBURG: There's five to one. Sorry. I was 08 voting for her. 09 Anyway, discussion and action by the Board on 10 the request of the Bay Meadows Operating Company to 11 retroactively amend its license for the spring and fall 12 meets of 2
	-

	0180 01 the distributing agent for 2001, and I know on their 02 future applications that they will probably have the Bay 03 Meadows Foundation listed also. So the Bay Meadows 04 Foundation is back as the distributing agent, essentially. 05 MR. LANDSBURG: But they must bring their reports 06 to us and their balances as well? 07 MR. REAGAN: Yes. 
	 08 MR. LANDSBURG: Thank you. 09 Is there any more discussion? A motion -- is 10 there a motion to -11 MR. BIANCO: I make a motion. 12 MS. MORETTI: I'll second it. 13 MR. LANDSBURG: Commissioner Bianco and seconded by 14 Commissioner Moretti. 15 All in favor? 16 THE BOARD: Aye. 17 MR. LANDSBURG: All those opposed? One absent. 18 Moving on. 19 Discussion and action by the of the request 20 that Hollywood Park Charity's Incorporated to distribute 21 $233,100 in Charity Proceeds to 40 beneficiaries. 22 MR. REA
	-
	-

	0181 01 Farms is what? Question. There's no one from -02 MS. MORETTI: Rick is. 03 MR. LANDSBURG: I'm sorry. Rick what is 04 Tranquility Farms? Just for my own information. 05 MR. BAEDEKER: It's an organization for retired 06 race horses. 07 MR. LANDSBURG: Retired. It is retired race 08 horses. 09 MR. BAEDEKER: I'm going to asterisk that. That 10 I'll get back to you if that's not the case, but we did 11 this a couple of months ago. And I'm almost positive 12 (unintelligible). 13 MR. REAGAN: Mr. Chairman, an
	-
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	0182 01 Staff report on the following concluded 02 races: Churchill Downs Fall Operating Company at 03 Hollywood Park for November 7th, 2001 through December 04 17th, 2001. Um, Pacific Racing Association at Golden Gate 05 Fields for December 26, 2000 through December 17th, 2001; 06 and Bay Meadows Operating Company at Bay Meadows from 07 April 4th through November 5th, 2001 and Los Alamitos 08 Quarter Horse Racing Association at Los Alamitos 09 from January 5 through December 16th. 
	 10 MR. REAGAN: Commissioners, our standard set of 11 reports here. Just one note, this is the time of year 12 when we generally try to have the Pacific Racing and the 13 Bay Meadows side by side for comparison. 14 Over the last several years, we've made 15 numerous adjustments to the Northern schedule, and it's 16 very difficult to sometimes show bits and piece versus 17 others. We get some strange numbers. But like showing 18 the entire year even though the meet at Golden Gate may 19 not be officially com
	0183 01 handle it. 02 MR. REAGAN: We'll be glad to do that. 03 MR. LICHT: I have a question for Rick on 04 Hollywood. 05 Why was the attendance up so dramatically 06 and -- on track handle down on Friday nights? 07 MR. BAEDEKER: Oh, yeah. Well, no. As a matter of 08 fact, we had the same number of Friday nights the previous 09 year. We characteristically only run two Friday's before 10 Thanksgiving. On track attendance was up to -- aside from 11 the fact that we just do our business so darn well. 12 MR. LIC
	0184 01 Once again, there are always more minuses 02 than pluses. By the way that bothers me, but only me. 03 MS. MORETTI: I would just like to make a comment 04 to just thank the Board members who worked so diligently 05 and the staff for all the work that they did to 06 accommodate today's meeting. 07 MR. LANDSBURG: It's an amazing amount of work. I 08 second Commissioner Moretti's comment. The amount of work 09 that staff and many of the Board members put in on this, 10 you know, it's amazing. And that t
	0184 01 Once again, there are always more minuses 02 than pluses. By the way that bothers me, but only me. 03 MS. MORETTI: I would just like to make a comment 04 to just thank the Board members who worked so diligently 05 and the staff for all the work that they did to 06 accommodate today's meeting. 07 MR. LANDSBURG: It's an amazing amount of work. I 08 second Commissioner Moretti's comment. The amount of work 09 that staff and many of the Board members put in on this, 10 you know, it's amazing. And that t
	 12 licenses, which I don't mind having on public record. 13 This -- the work was absolutely stunning on the committee. 14 Moving on, to Committee Reports, 15 Vice-Chairman Roger Licht, Committee Chairman of 16 Pari-Mutuel Committee tell us about today's victory. 17 MR. LICHT: Well, to fill in some of the gaps 18 on today's schedule, because we might be bored, we had a 19 Pari-Mutuel meeting in the morning, and we discussed 20 alternate runners in the Pick Three and the Pick Four and 21 sort of scuttlebutt 

	0185 01 we will start with Pick Fours. 02 As far as having different payoffs on the 03 various, like on the Pick Six, in case of a dead heat, the 04 extreme example is a 20 to 1 shot and dead heats are only 05 2 to 5 shots, again that one 2,500 hours in programming 06 time we were told by Autotote. And so the committee 07 decided to defer any action on that for awhile, as well. 08 What we have decided to do on both of the 09 proposals that were not enacted was to take those ideas to 10 the RCI Racing Commis
	0186 01 Moving on to General Business, is there any 02 communications or its request for future action of the 03 Board? 04 I have one. We had discussed and targeted 05 February as the due date for committee reports on the 06 Filimet report, however, I believe now that given the 07 stress of this week and the next session that we should 08 move that forward to April. And be safely into one of our 09 more common meetings. And we are so going to do that for 10 those of you who may be primed for the discussion 
	With that we bring to a close, the public part of the session. The Board will now go into an Executive session. 
	Thank you all who remain. You're really wonderful. I think we have now set a record for Board meetings. 
	(Board Meeting adjourned at 4:05 p.m.) 




