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ARCADI A, CALI FORNI A, THURSDAY, JANUARY 19, 2006
10: 00 A. M
- 00o-
MS. FERM N: Hello, | amlIngrid Fermn. W
are here for the regular nmeeting of the California
Horse Raci ng Board, which is being held on Thursday,

January 19, 2006, conmencing at 10:00 a.m, at the

Arcadia City Hall, 240 West Huntington Drive,
Arcadia, California. The nmeeting will open at
10: 00 a.m, then the Board will adjourn into

Executive Session with the regular neeting commencing
at approximately 10:30 a. m
(Hal f - hour Executive Session held.)

MS. FERM N: We will reopen the meeting at
the time, but before we go on, | would just like to
ask everyone to please state your nanme and the
organi zation that you represent for the court
reporter. Thank you.

MR. SHAPI RO: I would like to wel come
everybody to the January meeting of the California
Horse Raci ng Board, and we have a | ong agenda; but
before we get started, | would like to make a few
remar ks.

First and nost inmportantly, | would like to

thank John Harris. John has led this board for the
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past few years and has been a conmm ssioner for many
years before then.

When | first came on the Board a year ago,
John was the first person who called me and wel comed
me to the Board, and since then besides formng a
friendship with him | found himto be the npst
untiring person that is dedicated to the overal
wel fare of the horse racing business in California.

I think it is rare when you find somebody
that is of the stature of John Harris who will devote
as much time and energy as he does to the genera
wel fare of this industry. And it is an honor both to
follow him as chairman on this Board, but | think it
is an honor for the entire industry -- to sing his
rendition of his song, "Happy Trails to You," because
t hankfully John has continued to serve on the Board,

I think the industry deserves to thank John. John
deserves out thanks. So, John, thank you

MR. HARRI S: Thank you, M. Chairman.

MR. SHAPI RO: I would also like to make a
coupl e of comments moving forward in terns of ny
bei ng chairman. Over the |ast year what we have seen
is an industry influx and |ots of challenges. W see
| ess horses, |ess owners, and we see |less fans, and

some of our tracks in jeopardy.
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In my role, | hope to try

to bring unity to

this industry and try to bring everybody together as

much as possible. And in trying, that we can al

| ook at the CHRB being not just as a regul atory

agency, but an agency that is here to help and

promote this industry so that we can have a firm and

good future.

I have also heard periodically that people

have said oh, he, nmeaning me, is ali

gned with one

i nterest or anot her. And | wanted to address that,

because frankly most of us that sit
only people in this entire roomthat
financial interest in what happens.

I do not have a financi al

up here are the

have no

stake in which

raci ng associati on or organization succeeds. This is

done out of our pure passion and desires to see a

score thrive and succeed.

So, | want to make sure that everyone

realizes that as we sit here truly unbiased, our

desire is to see this industry succeed. And | wil

make myself available at all times at any segnment of

the industry so long as those people com ng forward

are |l ooking for the overall benefit

not just of the specific interest.

of this industry,

So, | do hope that everyone will work
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cooperatively over the next year, and | think that
everyone needs to be held accountable to protect the
integrity of our gane, and that includes the CHRB
staff, and officials.

So, having said that, | hope |I can do sone
amount of justice as John did as chairman, and we can
move forward and have a successful 2006.

The first order of business is to approve
the m nutes fromthe nmeeting of Decenmber 1st, which
are in the packets. Does anybody have any comments
on the Board to those m nutes and corrections?

MR. HARRI S: I think there was one. On the
di scussi on we had about the -- | think the "No" votes
were fromnme and it shows here --

MR. SHAPI RO: Okay. We will make that
change as noted. Are there any other changes?

MS. WAGNER: Comm ssi oner?

MR. SHAPI RO Yes.

MS. WAGNER: Just so | get the -- could you

tell me where you are reading at?

MR. HARRI'S: Yeah, it is on page --

MR. SHAPI RO: It is on page 6.

MS. WAGNER: Page 67

MR. SHAPI RO: Page 6, right. Just above
the jockey --

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Are there any other corrections, additions,

changes?

There being none, do | have a motion to

approve the amendnents?

SHAPI RO: Second?

GRANZELLA: I .

ANDREI NI : l.
MOSS: l.

Bl ANCO: I .
FERM N: I .
MORRETT]I : I
HARRI S: I .

GRANZELLA: l.

> » 35 53 35 DDH 3D

MORRETTI : (No audi bl e response.)

SHAPI RO: All those in favor?

SHAPI RO: The motion is approved.

The next agenda itemis the Medication

Commi ttee. Comm ssi oner Bianco, would you like to

report on the Medication Commttee?

MR. BI ANCO:. We had a neeting this morning

and we put on hold for about a 30-

the approval of a rough draft on new regul ati ons.

will try to have some meeting over

60-day peri od

e

t he next nmonth

with the interested parties to get some clarification

and finalization of what has been proposed on
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medi cation itens.

Wth that, there was no further business.
So, we have a meeting that will be scheduled in the
next week, | would assume, for all the interested
parties. Thank you.

MR. SHAPI RO:. Thank you. Comm ssi oner
Harris and | both attended that neeting, and I
believe what we are going to try to do is have a
series of meetings so that all segments of the
i ndustry, all breeds will be able to give input into
the proposed RMIC guidelines, uniformrules, and
penal ti es.

And it is a essential that we ask everybody
who is a participant in the industry to get to the
members including the vets, the trainers, the owners,

so that everybody has notice of this meeting and can

wei gh in on that. So, | think it is an inmportant
meeti ng. So, thank you. G ven that item | believe
that we will omit item No. 3 fromthe agenda.

Moving to item No. 4, discussion and action
by the Board on the proposed addition of Rule 1920.1,
Hei ght ened Surveill ance.

MS. WAGNER: Jacquel i ne Wagner, CHRB St aff,
this proposal Rule 1920.1 was originally proposed as

an emergency regul ation at the recommendati on of the
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Ad Hoc Conmmittee.

At that time the Ad Hoc Conmm ttee had
concl uded that abnormal changes in some horse's
wi nni ng patterns, unusually high winning percentages,
and routine drug tests results -- prohibitive |levels
were resulting in at |east the perception that some
horses were receiving medication that they should not
be receiving.

And these horses are testing were not
testing positive in the post-race and hearing tests.
In response, 1920.1 was proposed as an energency
regul ation. Unfortunately, the OAL di sapproved that
proposal as an enmergency test. And in response, we
have revised the regulation to address the concerns
that the OAL raised.

The rule provides that any horse, stable,
or trainer that is on the prem ses as defined by the
Board's rules may be subject to heightened
surveillance during period of ten days inmmedi ately
precedi ng and during any race neeting if such horse,
stable, or trainer has certain nedication violations
within a specific time.

The rule also specifies the criteria that
the Board will |l ook at -- the specific criteria that

the Board will look at to place a horse under
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surveill ance. That rule is included in the packet
for review, and staff would recommend that the Board
direct us to go ahead and initiate the 45-day comment
peri od.

If I my, in that reconmendati on | woul d
also like to bring to the Board's attention that
under A subsection 1, we could make reference to the
criteria that a horse, or stable, or trainer
receiving in excess of three medication violations
warranty a category C or D penalty within the
precedi ng 36 nonths, and subsequent to that Section 2
al so references the category A or B penalty within
the preceding 12 nonths.

Referring to the previous itemthat we just
di scussed and the fact that that itemis indeed on
hol d, we nmay be able to take into consideration going
forward with this at this particular time.

MR. SHAPI RO: Thank you.

MR. HARRI S: One comment | had. I was not
cl ear. It seenmed to me that anyone on the back
stretch should be subject to heightened surveill ance
if -- 1 certainly hate to say that to be in the
hei ght ened surveill ance category, you have to neet
one of these criteria.

It may well be that there is someone who is
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felt needed hei ghtened surveillance for whatever
reason, | would hate to say that we did not have a
that | atitude. It may be that the rational person
woul d say these fol ks would be prinme candi dates, but
| hate to see it limted where if we decided to do
hei ght ened surveillance on sonebody who did not meet
these categories, that would be in violation of
somet hi ng.

MR. SHAPI RC: | agree with you. When | saw
this, and | saw under A the five itens that were
listed, my first question was, where did these come
from Who wrote these? And | had questions and
concerns about the way that we were doing this. Who
wr ot e these?

MS. FERM N:  Those cane out of the Ad Hoc
security meeting when it was first discussed at
hei ght en surveill ance.

MR. SHAPIRO: Well, my understanding is
that we went in under an urgency basis to try and get
approval to have hei ghtened surveillance, and we were
turned down by OAL?

FERM N: As an enmergency.
HARRI S: Just as an energency.

FERM N: That was just as an emergency.

2 3 B

SHAPI RO:  Ri ght .
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MS. FERM N: The concept was not turned
down.

MR. SHAPI RC: Correct. And my view is | am
not really confortable with the requirements that we
have to neet here. I think that John is correct. | f
for some reason we want to have hei ghtened
surveill ance anywhere within the enclosure because of
some suspicious activity or concern, |I'm concerned

that we are being limted by these rules here.

MS. FERM N: I think maybe Derry has sonme
i nput here. I think we have that right now.
MR. HARRI S: | don't see if we have the

right, why are we doing it this way?

MR. KNI GHT: Yeah, | know that canme up
initially because there was concern because you are
al ready doing this in some instances. But | do think
that that is a legitinmte concern.

I think we ought to play around with the
| anguage a little bit to make sure -- the problem you
have is once you get sonething this specific

downstream there is going to be argunents nade with

some basis that -- this is the only basis you have to
do that. So, | think we ought to do something either
that makes -- this is not the exclusive authority for

taking this kind of action.
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MR. SHAPI RO: Let me ask you a question
Do you feel that right now the CHRB has the ability
and right to install video cameras anywhere within
the enclosure that it would choose, or place guards
where ever it would choose, or have hei ghtening
surveillance at its discretion. Do we have t hat
right in your opinion?

MR. KNI GHT: I have not | ooked at this for
a long tine. But my recollection at the tinme we
first |l ooked at it that was our view, yes. You do

have that authority.

14

MR. SHAPI RO: So, if we have that authority

now and it is not limted by factors that are
outlined here in this rule, I'mnot sure why to we
are taking the action to enact this rule.

So, personally if you are of that opinion
and we al ready have these powers, then |I would

propose that we not proceed any further with this

rule, unless |I'm m ssing something.
MR. MOSS: Well, | think this canme about
because everyone is concerned. So, | believe these

meetings that were taking place, the Ad Hoc neetings,
were full of a |lot of passionate people that wanted
to do sonething about what was consi dered a serious

situation.
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I mean, if we are saying that we can do
this wi thout, you know, we can create surveill ance
wi t hout having a law any time we |ike, well, then
fine.

MR. SHAPIRO. Well, that is why | asked the
question | did. It is my understanding from what
Derry just said that this rule isn't addi ng anything,

and in fact maybe limting the power that we already

have.

MR. HARRI S: It sounds like if you don't
fit these categories -- regardless, it's not
i ntrusive. It's not like by doing it you are

hanmpering a person's ability to operate.

MR. DERRY: Well, ny recollection --

MS. FERM N: Wel'l - -

MR. DERRY: Go ahead.

MS. FERM N: I was just going to say what
if 1 through 5 were elim nated?

MR. SHAPI RO: Well, again that gets to the
poi nt, and maybe we need for Derry to weigh in on
t his. | agree that the original intent here was to
cover all basis to make sure that if we chose to put
in cameras on a particular barn, or guards on a
particul ar barn, or anything that we felt was to

protect the integrity of the game, that we were being
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belt suspenders with this rule.

Now, if you are telling us, and naybe we
need you give us a opinion, whether we have that
right now or not. This rule as it is currently
written | am concerned we weakens our ability.

MR. KNI GHT: Well, let nme go back. Part of
the issue is that if you have standards that you are
using, criteria if you will, for taking certain
action, which obviously would inpact the trainers and
the owners that are involved, there is a certain
stigma -- a mnimumthat presumably attaches to the
fact that your horse has been sequestered fromthe
rest of the horses.

If you are using criteria under State | aw,
you can't just do this on an Ad Hoc basis if you in
fact have rules. And the way | recall this came up
in terms of regulation was there was a discussion of
a checklist of what was going to be used for purposes
of taking this action.

Apparently that was -- | don't know if this
is going on now, but apparently on an Ad Hoc basis
this was already happening to sone ext ent anyway, and
these were sone of the criteria that had apparently
triggered these Ad Hoc actions.

However, if you are going to develop a
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checklist that you give to the stewards that says if
any of these things happen, then here's what you are
to do. That requires a regul ation.

And | think that is kind of how we got into
the need for regul ation here, because | think the
first | saw for exanmple, | saw the list of these
trigger events, if you will, and that concerned nme
froma regul ation standpoint that you do have to have
a regul ation.

If you are going to give your staff a
checklist that they | ook at and when A, B, and C
occur, they're suppose to do something else, then
that requires a regul ation

That is kind of how we got where we are, |
think. MWhile you may have the ability to do this on
an Ad Hoc basis, you don't have the ability
necessarily to have these criteria that you operate
under.

MR. HARRI S: But if we suggest criteria, by
doing that, we are saying if you don't neet these
criteria then you could not be subject, and | think
we want it where anybody can conceivably
subject -- if the opinion of the investigators or
executive directors that they warrant a closer | ook.

MR. MOSS: Yeah, but sonebody is saying --
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well, let's say a horse's, you know, the history has
dramatically inmproved -- performance of horses from
training -- on nmultiple occasions.

And we don't have this in writing as Derry
has nmenti oned. Somebody would feel we are picking on
them that we are being unfair to them Even t hough
we have the right to do that, if it is not witten
down, he m ght charge us with being unfair in sone
way -- and put cameras in his barn, and all that Kkind
of thing. When this would allow us to do that
wi t hout even any nention.

MR. HARRIS: Well, if we have some
suspicion, but the person doesn't fit the needs and
we want to do it, | would hate to -- the guy who goes
to set up the camera, he says you can't have a canera
there, because | do not nmeet the criteria. | haven't
won a race since --

MR. MOSS: Well, then the camera woul dn't
be there.

MR. HARRI'S: Well, maybe the guy is doing
sonmet hi ng, but just the fact that he's wi nning races
doesn't necessarily mean he's doing sonmething. W
want the ability to be very flexible, and | guess it
gets down to rights of unreasonable search and

seizure and all these kinds of things. It is pretty
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noni ntrusive. W' re not saying we're going to go out
to the guy's car any tinme he conmes in.

MR. SHAPI RO: \What | would suggest is that
we delete itenms under subsection A itenms 1 through 5
and that we just keep the | anguage there that
says -- end the sentence "and during any race meeting
if such horse, stable, or trainer is within the
encl osure or within the prem ses overseen by the
CHRB, " and then just |eave in paragraph B.

That basically allows us to use whatever
measures that we feel and deem are appropriate for
protecting the integrity of the game, but not be held
to specific standards.

I mean, there may be a horse that is
i mproving dramatically from the claimng ranks or
other classifications, and it says on multiple
occasi ons, or what happens if a win ratio is at 24.5
percent ?

These itenms -- is ny opinion is just too
limting. So, | would propose that if we feel we
need to have such a rule to protect the integrity,
then | would simply say that we should delete these
itens.

It's my understanding these itens were kind

of reflective or responsive to when we were asking
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for emergency status. So, |'m not sure we need them
anynore.

MR. MOSS: The only question | have is we
are a Board and we meet once a nonth, the stewards
are active every day, and they need sonme gui dance
perhaps. That is the question | have.

MR. HARRI S: It's not the stewards -- the
stewards woul dn't be the ones to inplement this. You
have to keep in mnd they're going to hear the case.
But the ones that are really doing this are
i nvestigators, which we have got several in each
track.

So, the investigators are the ones that are
actually interested in heightened security.

MR. JAMGOTCHI AN: May | address this
matter? It really affects what | am here for. Wy
name is Jerry Jangot chi an. M. Moss, you bring up
somet hing that is very significant. Somebody
mentioned that the stewards don't make decisions to
post guards at stalls when that is absolutely not
true.

MR. SHAPI RC: Okay. M . Jangotchian, I'm
going to have to interrupt you --

MR. JAMGOTCHI AN: This is inportant. You

can't cut me off.
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MR. SHAPI RC: If you want to talk -- | can
cut you off. Do not talk about any specific
i nstances.

MR. JAMGOTCHI AN: Ri ght. In a nonspecific
manner, it is been proven and shown that stewards can

send security guards to stalls and keep horses from
bei ng removed from the grounds or renove horses from
stalls without any hearings. There is somebody in
this roomright now who had her horse taken by the
stewards wi thout a hearing.

My horse has security guards posted at its
stall and was not allowed to be rempved fromthe
grounds. So, M. Moss brings us sonething you al
ought to listen to. There have to be specific
criteria to give stewards direction. I f not,
stewards at the request of Ms. Ferm n or anybody el se
can do whatever they want. You need to specific
criteria. Thank you.

MR. SHAPI RO:. Thank you. What | would
suggest is that -- | would recommend that we ask for
our attorney general to go back and | ook at it and
advi se the Board nore specifically on what our
existing rights are now, what this rule does both to
l[imt them or increase them so that we can make a

more informed decision if that would be okay with the
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rest of the Board.

MR. Bl ANCO: Fine with me.

MR. SHAPI RO: There being none, then that
is what we'll do and we'll nove forward.

Item No. 5, discussion and action by the
Board on two proposed anmendment of Rule 1472, Rai
Construction and Track Specifications, to acconmodate
the installation of polymer or wax coated sand racing
surfaces.

MS. WAGNER: Jacquel i ne Wagner, CHRB staff.
At our | ast Board neeting in December, the issue of
Pol ytracks and installation of them on California
race tracks was discussed. Polytrack as you know are
currently used in Europe and parts of the United
St at es. And they're viewed by many in the industry
as a promsing long-termsolution to the problematic
organi c race tracks surfaces.

The proposed amendment to Rule 1472 woul d
allow for the installation for Polytrack here in
California. Specifically, the amendment woul d
provi de that a polymer or wax coated sand track
surface shall conformwi th the m ni num
recommendati ons of the manufacturer regarding the
percent of cross -- and then the requisite drain

installation.
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I*ve discussed this |language with Craig
Fravel . He may be able to run some additiona
information to you. That staff would reconmend to
the Board direct us finished a 45-day commentary on
this rule.

MR. SHAPI RO:. Thank you. Do any of the
comm ssioners have any coment? Does anybody in the
audi ence?

MR. HARRI'S: Are we checking -- | think it
is a good idea to obviously allow Polytrack but is
that part of a track's obligation to verify that
those percentages are correct? | have never seen
anybody go out there and | ook at it.

MR. SHAPI RO I don't know. I know that we
do a track inspection before the beginning of each
race neeting. Now, whet her or not sonmebody actually
measured these percentages | don't know. Per haps we
could hear fromthe staff or sonme of the industry who
woul d advi se us. M. Schiffer?

MS. MORRETTI: | just have a question about
it too, and then perhaps you will be able to address
it. In terms of -- | think Jacqueline you said
according to the manufacture's whatever -- nmy concern
about the Polytrack is in terns of method of

application and quality control of the materials
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bei ng used.

And is there one way to do it? |Is there
one -- is there a ratio of certain sand to the
polymers, to the this, to the that, that makes it the
best qualified track so that if Hollywood decides to
do it, or Del Mar decides to do it, do we know that
we are going to have the same consistency at both
tracks? The whole quality control issue is one |I'm
concerned about.

MR. SHAPI RO: My understanding is that the
formula is different at every track.

MR. HARRI S: It's custom zed.

MR. SHAPI RC: Based on weat her, humdity, |
mean all those are factors you -- but California's
Pol ytrack expert is standing at the m crophone.

MR. FRAVEL: Craig Fravel, Del Mar
Thor oughbred Cl ub. I think that is a very legiti mte
question, but the actual fornula itself is a rather
wel | kept secret. It's kind of Iike the m xture for
maki ng Coca- Col a. But by enlarge, there is very
cl ose approxi mati on between the various quantities of

mat eri al s used.

For exanmple, | can tell you the basic
criteria for the sand that's utilized. And that's
not a big secret. It is supposed to be in excess of
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90 percent Silica so that it is sufficiently hard so
that you woul dn't have break down and conpacti on
i ssues that you would have with a normal race track.

So, there are some standards that | think
woul d be useful to make sure the Board is apprised of
what those are. And ultimately | think -- there are
ot her folks out there who will or will in the future
make sim | ar surfaces.

So, | wouldn't suggest that Polytrack will
be the only one ever nmade. I think as a reasonabl e
goal it would be a great thing if all the race tracks
in California were very simlar from a performnce
standpoint. So, |I'mnot sure if that answered your
question, but it is pretty specific in terms of
what's in there. I don't think you have a huge
variation in quality control issues.

MR. SHAPI RO But goi ng towards
Comm ssioner Morretti's conmment, how do we know
that -- how do you know that the formula as used is
going to work and be safe so that there isn't a
problem -- but | guess if any track surface --
they're all different today anyway, aren't they?

MR. FRAVEL: ©Oh, yeah. They're al
rather -- well, Santa Ana and Del Mar are probably

relatively close in ternms of there actual content,
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but still not identical. And they are all different.
Part of that is environnmental. I mean the
situation at Del Mar is different than in Holl ywood
from an underground soil standpoi nt. And al so
material. There is virtually no way to assure that
each and every batch of this stuff is going to be the

sane.

That they are doing test m xes shortly at
Hol | ywood Park of various sand sources and other
t hi ngs. And | think the logical answer to that is we
just all need to work together and nonitor how that's
done, and we should sit down and di scuss that very
i ssue. I don't think we have any objection to
figuring out to provide those kinds of assurances.

MR. SHAPI RO: Have you revi ewed these
proposed specifications, and are they broad enough?

MR. FRAVEL: The only thing we really
tal ked about is the percent of slope in the turns and
in the straight-away. Basically an application in
Europe at a turfway park, they have attempted to get
as flat a surface as possible and the straight-away,
and a two and a half percent or slightly greater
grade in the turns.

And the reasons for that | think are
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si nmpl e. One of the rationales for banking other than
the centrifugal force issues of horses going around
turns is to provide particularly in the straight-away
appropriate drainage for race tracks.

In our tracks currently all drain to the
inside, which is beneficial in ternms of getting water
off, but also it creates biases, and either dead or
alive rails, speed biases or anti-speed biases and
all that kind of stuff.

The beautiful thing about the overall
Pol ytrack installation is that it starts fromthe
bottomup. And it features a very state of the art
drai ning system and subsurface that will be very
consi stent between the various race tracks assuni ng
they all follow the engi neering guidelines that has
been suggested to everyone.

And basically it drains vertically. The
wat er goes right through and drains out through the
drai nage system so that you don't need water running
off the top when it's raining.

So, there is a substantially |ower degree
of need for banking from a drainage standpoint. You
still have some banking in turns, but both according
to anecdotal evidence and some testing that we have

had done by the University of Maine as well as
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sonmeone over at Davis that the shear strength of the
surface is much greater than a traditional race
track.

In other words, it doesn't break out from
under the horse's hoof even though it has very
friendly conmpaction so that the horses losing their
footing on the way around the turn, at |east from
everything |'ve been told at Turfway Park and in the
UK is really not an issue. So, the shear strength of
the product makes up for the |lack of banking in the
turns if you will.

And unfortunately he's not here, | know
Ri chard Mandella is a huge proponent of trying to
elimnate some of the grade particularly in the
strai ght -aways of the race tracks because he just
doesn't feel it's good for horses to be running at a
tilt all the time. And | think probably nost
trainers would feel that way. If you can reduce
banki ng particularly in the straights that's
i mportant. So, that's the genesis of what we're
asking for here.

MR. HARRI S: I sort of wonder if really we
shoul d be regul ati ng banks. It seems like it should
be up to the horsemen and tracks and what they think

is the best bank rather than the CHRB comi ng in and
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saying this is the bank you should have.

MR. SHAPI RO: I don't have an opinion on
it. I don't know why it is in our rules to begin
wi t h.

MR. FRAVEL: | think it was in the rules to

begin with because there was rather a significant
| ack of consistency 10 or 15 years ago when we
adopted these regul ations that govern track safety.

And M. Fontana is here. W went through a
whol e sl ew of meetings within the industry to cone up
with some clear safety criteria, which | think has
been well received nationally in terns of how race
tracks should be handled on a consistent basis on
every track California, the safety rail

We all meet certain m nimumrequires, and
the inspection of the requirements that the CHRB has
under those regul ati ons has been hel pful in making
sure you don't | ose sight of those issues. But |
think this is one in particular item where we all are
| ooking for the answer to the race track surface
i ssue.

And now we think we have a very prom sing
one, and the feedback we have gotten is that we don't
need quite the specificity on that particular item

regardi ng sl ope.
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MR, SHAPIRO: Well, if it makes sense that
if horses could run on a truly flat surface versus
one that's got a crown, or has got a slope, or
sonmething like that, that does not contribute to you
woul d think to better soundness.

| did participate with Del Mar and a bunch
of other people in a presentation of the 22nd
Agriculture District and you showed at that tine a
presentation, which was hel pful to themto
under st andi ng what Polytrack is.

I would suggest as you may recall in our
February meeting, you promi sed to bring a discussion
back on track surfaces. | would ask you bring that
presentation so that all the Board nmenbers and
anybody who hasn't seen how Polytrack is actually
installed and what's involved with the draining
system and the base, and everything, they could be
more enlightened on it, because | think it would be
hel pful in understanding --

MR. FRAVEL: And | should also add in the
future that we have been working with Wayne Macker oy
and Dr. McPeterson on project as well as Sue Stover.
| think that our scientific ability to evaluate the
shear strength and conpaction issues related to these

race tracks will inmprove dramatically in the next
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year.

They' re devel opi ng equi pment, MPeterson
is, that will help us measure on a day-to-day basis
what's going on with the racing surface. And that
will have utility for Polytrack or traditional racing
surfaces as well. So, | think the opportunity is
there to get nore and nore scientific about this
particul ar issue.

MR. MOSS: Just one little question,
because | know Del Mar has so many other events on
that race track over the course of a year. Has
anybody made any kind of finding as to how this
affects Polytrack

MR. FRAVEL: Well, we have discussed t hat
at length with Martin Hall and the devel oper and --
the only thing that really goes on a regular basis on
than track other some horse events is how the |ights,
which is the thing that goes on the outside of the
race track, and we've di scussed that.

Even currently that stays on the outside 12
feet or so. And we don't think it is really
problematic on that basis. But he's not actually
concerned with the vehicular traffic over the
surf ace.

MR. SHAPI RO: Does anybody el se have any
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coment ?

MR. SCHI FFER: My name Dan Schiffer. I
represent Pacific Coast Quarter Horse Racing
Associ ation. W are concerned about this amendment
for several reasons, one being that often tines the
deci sions are made by the Board, by the industry
wi t hout taking into account the different interests
i ncluding the quarter horses.

And at this point, the polymer track has
not been studies as to suitability for the quarter
horse as a quarter horse racing surface. W
understand that the AQHA is presently contenplating a
study. We are going to attenpt to push the AQHA to
move that study forward as a priority and see what we
can find out about the suitability.

We understand that the manufacturer of the
Pol ytrack that everybody is |ooking at has not done
studi es regardi ng quarter horses, and it concerns us
because if this regulation is a precursor to a
mandate that all tracks are to put in this type of a
surface and the manufacturer hasn't done their
homework on this, are we going to be bound by
Thoroughbred type standards which may not be
appropriate for the quarter horse racing industry.

In that regard, we would |like you to move slowy and
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to take into account the quarter horse.

MR. SHAPI RO: I think your point is well
taken. Wuld you be more comfortable that if the
revisions that we were tal king about apply to those
race nmeetings that were Thoroughbred race neetings.

And then when the data is in that the old
standards woul d exist for tracks that are not of a
Pol ytrack type surface, or the breeds the same |I'm
sure with a harness. I have no idea how it would

wor k for harness racing.

You are right. W have focused on
Thor oughbred racing. I don't think anybody's intent
at least, |I'm not aware of anyone's intent to try and

put this into use in a situation would be
appropri ate.

But we also want to make it avail able for
those tracks that do put in Polytrack That the rules
will permt it, and | understand that for quarter
horse racing or harness racing that that may have to
follow in terns of any mandate the Board decides to
make in the matter. Would you be satisfied if
basically the status quo --

MR. SCHI FFER: I do believe the quarter
horsemen believe that we should be flexible in

regards to the use of this. And we do, if it is a
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surface conducive for our industry, we definitely
will embrace it.

And | don't think that the |anguage as it
is other than the word manufacturer is problematical
unl ess we go to the next step where the Board is
mandating this surface is to be used.

What my point is, is if the AQHA as an
outside body is doing the study and the manufacturer
doesn't adopt it -- that study for whatever reasons,
we may bl ocked into a configuration that is not
appropriate for our industry. And | think that is
t he basis of our concern.

MS. MORRETTI : Do you know when that study
will be conpleted?

MR. SCHI FFER: It hasn't been a priority,
but we are going to try and push it as a priority.

So, | don't have --

MR. HARRIS: All this regul ation does, it
says if you have a Polytrack you are not bound by the
percent ages of sl opes. If you don't have a Polytrack
you are, which |I don't know if we should even delve
into that.

But clearly this only inpacts slopes on
Pol ytracks, and | could see where obviously quarter

horse people need to | ook at. Although, there is no
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real evidence that it should be a problemwith
guarter horses.

MR. SCHI FFER: Not so far. We don't know
at this point.

MR. SHAPI RO: We understand that, but we
need to make sure that our rules are flexible enough
to allow those tracks that decide that they want to
put in a Polytrack or that the rules will allow them

to do so and not be in violation of our rules.

MR. SCHI FFER: I understand.
MR. SHAPI RO: I think that's our intent.
MR. SCHI FFER: I think our main problem

with the proposed | anguage is the use of the term
manuf acturer's specification, where it may be a nore
general term could be used such as the best
specification or safety, or whatever. I''m not sure
of the | anguage.

MR. SHAPI RO: Can | suggest that you come
back in the comment period or propose to us a
revision that you would find that would be acceptable
to you and so that we can then incorporate it into
the rule.

MR. HARRI S: I would inplied that obviously
the track -- is going to have input into it. So, it

is not strictly the manufacturer --
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MR. SCHI FFER: Thank you

MR. SHAPIRO: | think we should al so make
the point that we keep calling it Polytrack I'm not
sure that it isn't when we say Polytrack what we are
referring to is a Polytrack type of surface. It may
be Tepeda.

I know M ke Di ckenson has a conpeting
product that's called Tepeda. It is the sane type of
an idea, but | don't think we are mandating that it
must be a specific manufacturer's track surface.

MR. LI EBAU: M. Shapiro, ny nane is Jack
Li ebau and | am from Hol | ywood Par k. I think the
term Pol ytrack as much meani ng and has gotten to be
any sort of track that is other than a dirt track.

I am certainly not an expert on Polytrack
and not in M. Fravel's league in this, but | have
just returned from England. And the tracks that are
now being installed by Martin -- aren't referred to
as Polytracks. They're referred to as Echotracks.

And what the difference is | don't know.
But one of the main problens that there is now that
Commi ssion Morretti brought up is |I don't think you
can ever specify what goes into this "Polytrack".

The most successful Polytrack | think is

at -- in England. It has a conponent called jelly
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cable in it. And the new tracks over at Hanmpton and
at Turfway do not have jelly cable. And that m ght
be a reason why there is no kickback.

But with that said, | would just like to
say with respect to this regulation | would certainly
think it needs to be adopted. If it in any way
inhibits the future installation of "Polytrack," but
I was wondering if Derry could coment as to whether
you could incorporate in a State regulation sonme
unknown manufacture's specifications.

So, | guess I'"'mwith M. Schiffer here in
t hat maybe the regul ation could delete the reference
to the manufacturer's specifications, which are one,
we don't know who the manufacturer is, we don't know
what the specifications are, and we are incorporating
sone private specifications if they even do exist in
State regul ation, which I would think there m ght be
a problemwi th, but I would certainly care on it.

MR. SHAPI RO: I think the point is well
taken, and | don't know if we should be referring to
it as a polymer base, or a synthetic track, or |ack
of a proper term-- | kind of hate to keep using the
word Polytrack when there are other manufacturers --
to be that we are licensing or intending to |license

only one manufacturer.
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So, | think that's a good point and that we
shoul d | ook to not just adopt one manufacturer. So,
if staff will look at that, I'lIl work with Derry.

MR. SHAPI RO: I think that is probably a

trade name similar to Polytrack is what Echotrack
woul d be. It is the sanme issue -- M chael Dickenson
calls it Tepeda, but it is really the same idea

Wth that nmoving forward, | would entertain
a notion to approve this with the coments
i ncorporated that have been made if we can. | just
want to see it move al ong. It's got to go out for
conmment .

MR. HARRI S: I don't know if we could just
take out -- basically we are saying you guys just
have to figure out how the slope works. Could we
just take out that it is -- the polymer or wax coat
in sand track surfaces shall not have to conformwith
the sl ope references?

MR. SHAPIRO: Or just be acceptable to the
Board at which point we would have the latitude to
have the presentation of what's made to the Board.

We can then make sure it is safe

MR. HARRI'S: Well, | think whoever pays the

$8, 000, 000 hopefully is smart enough to figure out --

MR. SHAPI RO: That is why not being track
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experts | think we are going to approve it. But |'m
saying the sanme thing.

MR. HARRI S: Yeah.

MR. SHAPI RO Ckay. So, will you make --
someone make such a notion?

MR. HARRI S: I just nove that the slope
provisions in this section will not apply to polymer
or wax coated track surfaces.

MS. MORRETTI : I thought that is why we are
doi ng this.

MR. HARRI S: Well, right now you coul dn't
put a polymer track in if it didn't comply with our
sl ope criteria. W are saying the polynmer track --
sl ope criteria. So, we're just saying what goes into
exenmpt polymer tracks -- the slope criteria.

Obvi ously just because we exempted this --
obvi ously the track and horsemen are going to have
i nput of what they conme up with.

MR. KNI GHT: How about making it subject to
Board's approval ?

MS. MORRETTI: Yeah, because | think we
have to have parameters because we don't know enough
about this.

MR. KNI GHT: Exactly.

MR. HARRI S: Ri ght. Well, | guess you can
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approve it, but obviously as mllions and mllions of
dollars are invested in the horses and tracks, |
don't know if it is our role to say what sl ope we
want. You want these guys to figure out what's going
to work for them

MR. MOSS: So, | think we need it exenmpt --

MR. HARRI S: I think going we just need to
exempt polymer tracks fromthe slope --

MR. SHAPI RO:. Well, and | think that going
to the other comment is that in Item No. 3 at the
very | ast page, "And they shall conform to acceptable
standards to the CHRB." And | am not finding what
t hose standards are because they'|ll be presented to
us |I'm assum ng as part of any installation of a
track.

MR. FRAVEL: Craig Fravel again. As |
recall when we wrote the regulations 10 or 15 years
ago, we provided in them that specific provisions
could be waived by the Board if the proponent of the
change made an application to do that and provided
ampl e rational for -- and for exanple Del Mar woul d
do something a little different on the ten-foot
requi rement because of the configuration of our
track.

So, | think if you just simply wrote sone
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| anguage to the affect that the Board can wai ve that
particul ar requi rement upon presentation of an
application therefore by a race track, that probably
woul d get us where we want to go. The whole idea is
to shorten the time franme that we have.

MR. SHAPI RO Correct.

MR. FRAVEL.: I f Del Mar were going to do
this for example, time is running tight for -- al npst
'06, but even if we wanted to do it for '07, we can't
wait for nine nmonths of rule making to take place to
do these things. So, the idea is to give you guys
and us the ability and that's all we're | ooking for.

MR. SHAPI RO: That's all we're trying to
do.

MR. FRAVEL: If it means that we conme back
to the Board with an application that specifies the
justification for the waiver of those sl ope
requirements, | don't think anybody is going to
object to that.

MR. SHAPI RO: Ckay. So, do you want to
i ncorporate that into your motion?

MR. HARRI S: I still don't why we need the
sl ope requirenents for polymer track. I think we
don't know -- obviously, the tracks and the pol yner

manuf acturers shoul d deci de that. I just don't think
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we need a requirenment.

MR. FRAVEL: Well, at some point, you
probably need some -- you know, | amnot a big fan of
regul ati ons, but you do need to nake sure that -- for

exanmpl e, part of the reason you can elimnate the
sl ope is because of the drainage system you are going
to put in.

Now, sonebody could say in five years from

now who's not at this neeting and buy Holl ywood Park

next month, "Well, | don't want to put in the
drai nage system but | want to put in the Polytrack
top surface.” Well, there's a |lot of reasons why you

may not want to have them do that.

So, | think the issue -- you don't want to
elimnate it entirely. I think it does make sonme
sense to try and maintain these -- and to the extent
we can nore consistent to achieve that. But | think

if we just put it in the application and unless it

applies for a waiver of that particular requirenment

and clarify that, we'll be good.
MS. FERM N: Let me just suggest, | think
Jackie is looking like she has a very confused | ook

on her face, and |I'm wondering whet her maybe she can
work with Craig Fravel and conme up with sonmething

t hat woul d kind of neutralize it and make it
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acceptable to both license applicants as well as
| ooki ng at our rule.

MR. SHAPIRO: Well, the only concern | have
then is if this has to go out for how many days?

MS. WAGNER: 45 days. What we're doing
right nowis trying to come up with the | anguage that
we will ultimately submt for the 45 day peri od.

So, | can get with Craig and we can come up
with some | anguage that can enconpass what we
di scussed here possibly to elimnate the sl ope
requi rement that will just basically allow for the
installation of a Polytrack here in California
wi t hout going into a |ot of specifics.

MR. SHAPIRO: And | woul d suggest that we
basically do as Craig said, which is to make sone
form of a notwithstanding. The Board has the
approval -- has the right to approve any vari ations
to this, you know, as exceptions.

MS. WAGNER: I will get with Craig, and
we'll come up with the |anguage that will just allow
for the installation requirenents.

MR. KNI GHT: Can | make anot her suggestion?
Rat her than using polymer or maybe using that, but
perhaps you want to use polymer, synthetic, wax coat,

or simlar tracks, or something |like that because it
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seenms to me, | nean, | don't know what's out there
but is wax coated and polynmer, are they the only ones
that are wax coated?

MS. WAGNER: That | anguage, | consulted
with Craig Fravel on that particul ar |anguage, and
that was the -- that we canme up with in order to
elim nate addressing the trade name Pol ytrack. I f we
need to el aborate, that is to include other
descriptions. W certainly can do that.

MR. SHAPI RO: Ckay. So, will you
incorporate all that into your nmotion M. Harris?

MR. HARRI S: Sort of. | guess we have get
it started. Essentially, we don't want to inhibit
t he progress.

MR. SHAPI RO:  Absol utely.

MR. HARRI S: I would first -- if we're
enforcing the rule we have now, | guarantee you if
you see a puddle in the track some place that doesn't
have a sl ope, so, that would be a bit of a project
for us this afternoon for surveying --

MR. SHAPIRO: We'll get you a hose and
we'll get you some boots, and we'll let you go out
and make a puddle and we'll watch you. Is there a
second to M. Harris' -- Connmissioner Harris'

MR. MOSS: Second.
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MR. SHAPIRO: M. Moss. All those in
favor?

MS. GRANZELLA: I .

MR. ANDREI NI : I .

MR. Bl ANCC: l.

MS. FERM N: | .

MS. MORRETTI :

MR. HARRI S: |

MR. SHAPI RO: OCkay. Thank you. Item No.

7, discussion and action by the Board on the request
of the Bay Meadows -- did | mss 67?

MR. DERRY: Yes.

MR. SHAPIRO: Thank you. Okay. Di scussi on
and action by the Board on two proposed amendnents to
Rul e 1974, Wagering Interest. One, repeal of Rule
1974 and 1606, which elim nates coupled entries or
two, to amend Rule 1974 to provide that the
wi t hdrawal of one horse from a wagering interest that
consists of more than one horse constitutes the
wi t hdrawal of the coupled entry for wagering purposes
only, and any horse remaining in the coupled entry
shall run for purse only.

M. Moss?

MR. MOSS: Yeah, this is J. Moss of

Pari-Miutuel -- the feeling was that in this day and
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age, no better should be stuck with a horse that
needed to be bet on.

And so, there were many different ways to
deal with it, and | think the most -- the |ess
conplicated way is just to elimnate a couple entries
so the people could have nore betting interests, and

it would be an easier situation for everybody

concerned. So, | make a motion that we elimnate
entries.

MR. SHAPI RO: "1l let you make the motion
in one second. I happen to agree with you
whol eheartedly, but I'll see if anybody has any other

comments. Audience, on it?

MR. HARRI S: | clearly think -- 1 nmean,
there is three different ways to go. These people
have a lot to do, or elimnate a couple entries, or

there was one proposal if there is one party

scratched -- or entry is scratched for wager
purposes, | think that was not a good idea.
But | could see that with a -- the counter

argunent that m ght be made is the concern that
person will try to influence the race with two
uncoupl ed entries, and there is some concern on that.
But we're doing that with trainers now. So, | do not

see - -
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MR. SHAPI RO: | agree with you totally.
We're doing it with trainers now. It is only if the
same -- | thought it was interesting |ast week when
Fol klore ran -- it was a great exanple.

In that situation, had Fol klore scratched,
and | think it went off at 1 to 5, or 2 to 5, well
t hat one would have worked out because people woul d
have gotten the other winner, but clearly the other

horse woul d have been big prize.

So, | think that given -- since there
doesn't seemto be any discussion, | will now
entertain --

MR. HARRI S: I think there m ght be sone

audi ence di scussion on it.

MR. SHAPI RO: That's what | asked and
didn't see anybody step up. Do you have anything to
say about this? Nobody wants to do anything. Thank
you very much.

MR. MOSS: Ron Charles and |, we brought
this to the attention at the Pari -Mituel comm ttee
meeting. We thought it was something that we should
at least try in uncoupling the entries rule, add to
field size. And it just seens |like this day and tine
that we are running such short fields that it is an

opportunity to increase field size, which increase
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MR. SHAPI RO Anybody el se?
MR. COUTO: Drew Couto, Tho

of California. I am going to propose

an argunment that has been shot down every tine.

"Il just be consistent.
There was one alternative k

here, and that is the option of conti

roughbred Owners

one last time

So,

not menti oned

nuing to offer

the entry for purposes of preserving wagering

integrity for those who question whether or not a

horse is sinmply entered as a rabbit v
| egiti mate purpose to conpete.

So, you would offer the ent

also allow the player to bet the individual

their own. So, if they actually pref
shot in the entry, they have the abil
better price on that horse versus the

And what that actually does
may have two horses runni ng, you now
betting entries. And when he have sh
horse field, seven horse fields seem

regular, at least in California, if vy

ersus a

ry and you woul d

er the | onger
ity to get a
shorter.

is while you
have t hree
ort fields, si

to be the

ou have an entry

with six horses, you only have five betting

i nt erests.

If you allow the entry in e
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six horse field you actually have ei ght betting

i nterests. The conmbi nations are better from the

player's perspective. The public is protected in

having the entry continue, and players who find val ue

in the longer priced horse actually have the ability

to bet the | onger priced horse.

But really the difference between what is

bei ng proposed and what | am proposing is sinmply that

you're preserving the protection afford the betting

public by continuing to offer the ent

there really aren't these concerns of

ries so that

whet her there's

a rabbit or pace horse versus legitimte runner.

The down side to this proposal, which |
will admit, is as M. Charles would be the first to
poi nt out, it makes it more difficult for a race

track to post the results you can have multiple

combi nati ons and nultiple wagers, because there would

be an entry payoff price and an individual payoff

price.

But in today's day and age,

when we offer

exactas, and qui nelas, and whips, and triples, and

trifectas, and | can't all the wagers that we offer

on every race and carry fromrace to

race, and the

type of electronic technology we have at the race

track, the difficulties in posting those prices |
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don't think is that difficult.

And | certainly don't think our betters are
not sophisticated enough to recognize which is their
payoff and which is not their payoff. So, there is
one nore alternative as |'ve said |'ve been
consi stently shot town. I just wanted to be
consi stent here today.

MR. SHAPI RO: I's anybody doing it today?

Is that done anywhere?

MR. COUTO: | don't know.

MR. HARRI S: It is confusing that --
couldn't you effectively do that and wanted to, you
could just bet both horses and it would be the sanme
out cone. You could just bet however you're going to
bet, just bet on both of them and you would certainly
have the sanme --

MR. COUTO: You could have al ways done
t hat . But again, the entry was created to protect
the betting public against that opportunity. \What
you're saying now is your investment has to be
doubl ed when it cones to making the wager versus
today you don't have to double that wager.

MR. HARRIS: But the outcome would be the
same t hough.

MR. COUTO: Sur e. The outconme is the sane.
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If | bet every horse in the race too, |I'mgoing to
get a winner every one, but | may not get value and |
may not nmake noney.

MR. ALDRI DGE: Ed Al dridge, Los Alamtos.
There is one inconsistency that | see in what Drew
has just mentioned. There are three possibilities.
And one is the long shot, say one of the entry
horses, and if he wins, then also the people that bet
the entry will also be winners, and actually it wil
pay | ess. It won't be a long shot. It will pay |ess
than a |l ong shot.

So, it doesn't nake any sense to ne. | f
under st and what he's saying correctly. So, | don't
understand why that would possi bly be beneficial.

MR. CHI LLI NGWORTH: Sherwood Chillingworth.
I think we have -- we have people here -- who are
confused by three-way payoff. And I think there's
enough confusion with this gane already. I hate to
oppose anything M. Couto proposes because he's a
very intelligent guy.

But | think we are trying to get televised
into the racing track and to give them a three-way
payoff, and the No. 1 comes up, and they say, "Well,
| had No. 1A," but you didn't win, | think it's not a

good i dea. I think if we don't couple trainers, it
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makes no sense to couple any other group.

MR. SHAPI RO:. Thank you

MR. KEMPF: Just a quick one, Doug Kenpf
with American -- Local 280. Our deal would be
certainly receptive to anything that makes wagering
sinpler. And certainly M. Moss' suggestion of just
getting rid of entries all together. It is in the
easi est and certainly the nost facilitative to an
end. And I'Ill support that. Thank you.

MR. SHAPI RO: Thank you. Ckay. M. Moss,
woul d you like to restate your --

MR. MOSS: I think a nmotion to repeal Rule

1974 and 1606 involves the elim nation of coupl ed

entries.

MR. SHAPI RO:. Thank you. Is there a second?

MR. HARRI S: Second.

MR. SHAPI RO: Any nore discussion? There
bei ng none, all in favor?

MS. GRANZELLA: l.

MR. ANDREI NI : I .

MR. BI ANCO: |

MS. FERM N: I .

MS. MORRETTI : |

MR. HARRI S: I .

MR. SHAPIRO. All opposed? None. The rule
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is passed.

MS. WAGNER: Comm ssi oner Shapiro, just for
clarification, what we have just done is given --
staff is going to initiate the notice period with the
option of a 45-day commentary --

MR. SHAPI RO Ri ght . I think we would like
to get it done as fast as possible.

MR. HARRI S: I"'m not sure. I think this is
a racing -- the way it is now, given the owner has
two horses he is going to enter in a race, and that
race overfills, one of the second preference. Now, |

don't know if that would change with this, or would

that -- would we have to do anything on that?
MR. SHAPI RO: I don't know why that would
change. I mean, the same horses have been given the

race. That is just for wagering purposes.

MS. FERM N: He's saying if it overfills,
do they get --

MR. LI EBAU: Jack Liebau, Hollywood Park.
This m ght be a little bit out of the order, but
per haps on the agenda at the next meeting there would
be an action on waving the rule so that we woul dn't
have to wait for the repeal and the 45 days and
everything else so that we can have the i medi ate

benefit of what is being suggested.
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I f we have the
know.

MR.
I think we are
There are a lo
all these theo
m ght come abo
necessarily be
to just force

MR.

MR.

Ani t a. I wanted to foll ow-up on Comm ssioner

comment about
to be included
And
owner does ent
overfilled, he
process, | thi

needs to be co

SHAPI RO: | think that

latitude to do that, |

HARRI S: I would like t

is a great idea

mean, | don't

o nove it along.

going to get some coments on this.

t of horse players out
ries of race fixing or

ut as a result of this,

there that have

what ever t hat

which | don't

lieve. I think it m ght not be right

it through.
SHAPI RO: Ckay.

HAMERLY: Ri ck Hamerly

the entry process. It

from Sant a

hi nk that needs

in your thought process.

in fact, what happens t

oday when an

er two horses in a race that is

's asked to defer one.

nk we need to decide if

ntinued if we do elimnate in fact

wagering interest.

MR.

MR.

thi nk that we

MR.

PETERS SHORTHAND

MOSS: I think --

Just for entry

t hat process

HARRI S: It ought to be decided, but

woul d need a racing rul

HAMERLY: Well, we want
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consi stent throughout the State and keep it the same
way. I would think you would want to continue the
same process as far as the entries go. You wouldn't
want to exclude another owner from being included in
the race.

SHAPIRO. | think --
MOSS: I think that is true.

HARRI S: That is the fair way to do it.

5 2 3 3

SHAPI RO: So, | don't know if you want

a rule, but t hink that has been a policy that has
been i npl ement ed. I don't think that is a rule.

MR. HAMERLY: |If that were considered, |
think everyone would be satisfied.

MR. HARRI S: Absol utely.

MR. MOSS: Fine.

MR. HARRI'S: So, we've decided to wait for
a couple mnutes for comment.

MR. SHAPIRO: Well, | think that we'll have
to put it out. I don't think the current race neets

are necessarily |ooking to make i mmedi ate change, and

i f Conm ssioner Harris believes that there nay be

comment, | would hate to do anything that would not
allow the public to have comment. So, | think we'l
have to wait. But maybe we can get this done by --

in a nore expeditious way.
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MR. HARRI S: Basically, if we put it out
now, we'd have comments in 45 days -- in 60 days form
now, we could effectually.

MR. SHAPI RO: Okay. The next agenda item
is No. 7, discussion and action by the Board on the
request of the Bay Meadows Foundation to distribute
charity racing proceeds in the ampunt of $58,064 to
21 beneficiaries.

MR. REAGAN: This is John Reagan, CHRB
staff, we find this request to be in order in
compliance with the distribution of required byl aw,
and we recommend you approve it.

MR. SHAPI RO | do have one comment, and
that is | would ask that the charitable -- | received
an email from the Jockey's Guild requesting that we
not di sburse noneys to the Disabled Riders Endownent.

Apparently, there is still conflict within
the Guild and certain different funds. And
therefore, | would recommend that we approve this,
but that we not approve the Di sabl ed Ri ders Endowment
at this tine.

| don't want this to be m sconstrued that
I'm not |ooking to harm any of the disabled riders,
but there is concern over what organization or who's

in charge of that organization. Therefore, | would
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request that we approve this, but that we hold back
our approval with respect to that particul ar.

MR. REAGAN: We can do that, yes.

MS. WAGNER: Until when?

MR. SHAPIRO: Until there is a resolution
as to who is in fact in control of the Disabled
Ri ders Endowment . Currently, | believe that it's M.
Gregani an. There are serious charges agai nst M.
Gregani an, and the Guild has requested that -- and |
support that. Ct herwise, |'ll make that notion

MS. GRANZELLA: Are you just putting that
on hol d?

MR. SHAPI RO: | am approving this request,
except for the Disabled Riders Endowment, and |I'm not
approving the distribution of the nmoneys to that end.
So, that would stay within the Bay Meadows Foundati on

at this tinme.

MR. MOSS: | second.

MR. SHAPIRO: All those in favor?
MS. GRANZELLA: I

MR ANDREI NI: |

MR. Bl ANCO: I .

MS. FERM N: I .

MS. MORRETTI : |

MR. HARRIS: |.
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MR. SHAPI RO Di scussi on and action by the
Board on the request of Hollywood park Racing
Charities to distribute charity racing proceeds in
the anount of $194,375 to 25 beneficiaries.

MR. REAGAN: Conmi ssioner, |ikewise this
request for distribution is in order, and we
reconmend approval. We will also the make the same
note that the Chairman Shapiro has just noted in this
charitable distribution also.

MR. SHAPI RO Wth --

MR. MORRETTI : I just have one comment.
woul d li ke to commend Hol |l ywood Park racing for
having their distribution be 67 percent
i ndustry-rel ated as opposed to the Bay Meadows
Foundati on, which was only 50 percent.

| certainly understand the reason to -- and
the need to give out to the conmmunity, but | think
that there are a lot of really wonderful worthwhile
foundations in the horse racing world that should be
given more a |look at in the future.

MR. SHAPI RO M. Liebau?

MR. LI EBAU: Jack Liebau from Bay Meadows.
Wth respect to the Bay Meadows Charitable foundation
as Conmm ssioner can attest, over the years dating

back 1992, we have been sued numerous ti mes.
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In order not to cause any waves when New
Associ ati on Bay Meadows Racing Association started, |
t hought that | would reappoint them I now view that

as a m stake and can assure Conmi ssioner Morretti

that the -- association we will distribute the funds
ourselves. And we will be at a hundred percent for
charities.

MR. HARRI S: Just for clarification,
formerly those foundati ons were completely
i ndependent, but now there is a latitude for --

MR. LIEBAU: There is latitude for tracks
to distribute the funds.

MR. SHAPIRO: M. Liebau, do you know if
Hol | ywood Park would |like to take the same approach
as Bay Meadows?

MR. LI EBAU: I don't think so. I think we
have been very pleased over time with Holl ywood
Par k.

MR. SHAPI RO: I[tem No. 9, discussion and
action by the Board on the business and econonic
effect of requiring all California racing
associ ations to make their audi o-visual racing
program avail able to any |licensed ADW provider.

Bef ore we have any di scussions, this issue

has created a lot of stir in the industry, for which
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I am responsible. And | would like also |et
everybody know that earlier this week I met with
Senat or Dean Flores and Senator Ed Vincent, and with
Senator Flores | discussed this item

The | egislature as you know had planned in
response to this itemto have a hearing. In the
di scussion | had with Senator Flores, we agreed that
it would be probably be best for the industry if he
and | and others in the industry worked together to
eval uate just what ADWis doing, has done, and can do
for the industry as a whole in the future.

As a result of that, this itemis not

intended to be an action item today, but nore of an

informative discussion that | will hope every
interested party will give their views.

In the near future, | believe there will be
a neeting that will be called where we will | ook into

this in greater detail so that we can come to a
fruitful conclusion as to what is best for the
i ndustry.

As you know, there was a sunset clause on
ADW wagering that expires in 2008. And so, | think
it is inmportant for everybody to focus on this issue
to see how it can use ADWto our nmaxi num benefit.

That being said, | would suggest that we listen to
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the industry, unless anybody else wants to make a
coment in advance to that. So, M. Couto, you got
there first.

MR. COUTO:. Thank you. Dr ew Cout o,

Thor oughbred Horses of California. There's been, as
I think everybody knows, quite a bit of discussion
about ADW and rel ati onshi ps between the industry.
And a |l ot of confusion of that role played by
horsemen, by the ADW by racing associ ations.

And in an attenpt to sort of put in
perspective where we are in ADW how we got to where
we are, and the roles each played, TOC has prepared a
presentation that 1'm going to run through very
qui ckly so that we can make this a manageabl e
di scussi on.

But it is rather lengthily. W are passing
out for you some copies of the presentation. You see
there is a lot of slides. W are going to do this
relatively quickly. W welconme any questions that
you may have, but |I'll try to get through this within
10 to 12 minutes if you can bear with ne.

Atime line of California ADW I icensi ng and
advance deposit wager |icensing, August 13th, 2001,
passage of AB471 authorized advanced deposit

wagering. And in November of that year at the CHRB
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meeting, this Board approved and passed CHRB ADW
regul ati ons.

As part of those regulations -- as part of
the | aw that was passed, which is Business and
Pr of essi ons Code 19604, the |egislature and power of
the horse racing Board with the ability to regul ate
all aspects of ADWincluding the licensing process.

That authority was given to the horse
racing Board to review the license and make the
requi rements for ADW providers in order to be
licensed in the State of California. And in doing
so, the CHRB required an agreement between the ADW
provi der and horsemen.

It's not in the statute. It's not in the
regul ations. But in reviewing the transcripts of the
hearing you will find consistently that requirement.
And that requirement has been fulfilled by all of the
ADW conpani es and TOC since 2002 the first year with
the exception of this current year and one ADW
provi der.

So, again your predecessors required an
agreement between the horsenen and t he ADW conpani es.
Now, in every purse contract between the TOC and
Cali fornia Thoroughbred Raci ng Associ ati on, and

pl ease understand, my discussion today is only
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l[imted to the Thoroughbred industry. It is not
related to the Quarter horses. It is not related to
St andar dbreds and -- but sinply with regard to the

rel ationshi ps between Thoroughbred interests.

Every purse agreenent since 1995 between
TOC and a racing association has included a provision
init relating to owner's proprietary rights. And in
particular, there is a section related to the use of
the signal for bicomercial enterprises, whether it
i ncludes conputer interactive wagering, et cetera,
t hat has been there since 1995.

And it requires that the racing
associ ations negotiate obtain with TOC prior consent
before the usage of the signal for any commerci al
purposes. That's a requirenment that has existed as
part of the contract since 1995.

Now, again, on the time line, in January of
2002, the first year in which ADW was permtted
begi nning on the 10th of January, there were
negoti ati ons between TOC and each of the ADW
provi ders that were seeking licenses in California.

Representing the two primary ADW conpani es
were Mark W I son for TVG and Express Bet being Jack
Li ebau. And they advocated that the ADW provider

shoul d receive a hub fee of 6.5 percent, both on
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wagers by California residents on California races
and as well as inported Thoroughbred signals.

Their position was that they should receive
6.5 percent. Wth regard to Express Bet, M. Liebau
at that time advocated that NBC was prenegotiated to
its own hub rate.

In other words, Express Bet would negotiate
with Santa Anita a fair hub rate of 6.5 percent.
M. WIson on behalf of TVG advanced that TVG could
negotiate the hub fee with its founder tracks, which
founder tracks were equity partners, had speci al
i nterest.

Those included Los Alam tos and Hol |l ywood
Par k, Churchill -- and that Los Alamitos could set
the hub fee rate for Thoroughbred races inmported into
the State based on its contract with TVG

The controlling | aw regardi ng hub fees is
19604. And it says with regard to either a wager
pl aced on a California signal or an inmport signal,
the ADWis entitled to receive no nore, not to exceed
6.5 percent.

The statute doesn't identify what the rate
it is. It simply says it is capped at 6.5 percent.
And the rate is actually something negotiated by the

parties. Now, a hub fee, |'ve been referring to
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that. MWhat is that? A hub fee is sinmply the
conmpensation paid to an ADW provider for facilitating
or handling a wager -- an ADW wager placed by a
California resident.

And what is a hub fee? To explain that,
you have to understand there are distributions on
live races in the State of California fromthe take
out. This is a blended rate we are using for an on
track wager of 19.22 percent.

And then you see the distributions bel ow,
State license fee, Equine research, workers' conp,
county taxes. And we finally get down to tracks,
conmm ssi ons, and purse revenues and comm SSi ons.

And the numbers there indicate whatever the
percentage is distributed for track conmm ssions
purses. As you can see, Ontrack provides the
greatest return to race tracks and to purses.

The colum all the way to the right, this
is based on 2000 ADW fi gures. Had a 6.5 percent hub
fee been used, the recovery to the industry would
have been the | owest that we get for every wager
made.

And the sanme is true with regard to
i mported races. Using a 6.5 percent hub fee, you can

see that percentages distributed to tracks as
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comm ssions and to horsemen as purses would have been
exceptionally low or the | owest return

So, again going back to 2002, the time |line
on January 24th, TOC reached an agreement with
Express Bet with regard to what the hub fees would
be, and it was -- Express Bet was licensed that day
based on the representati on that an agreement had
been reached with TOC. And | will tell you it was
not 6.5 percent. It was substantially bel ow that.

Continuing on the time line there were
meetings in March when all three ADW provi ders were
licensed. Also in April and November and in
Decenber.

And the fact is that in November after
di sputing the need for an agreement with TOC, TVG
continually disputed that they executed an agreement
in December of 2002. And the agreenment clearly said
that they would receive |less than 6.5 percent. It
was signed by their president Mark W1l son and John
VanDeCanp with no race track signing. It was purely
bet ween and ADW company and TOC.

And again that's in the very first year
that ADW was permitted in the State of California,
signed Decenmber 16, 2002 before TVG was relicensed

for the follow ng year. So, they fulfilled that
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portion of the agreenent.

Looki ng TVG s hub fees for 2002 and 2005
you can see they were always | ess than six and half
percent. They also included in their hub fees a
gquarter percent they passed on to the California
i ndustry, the quarter percent tax, the Oregon hub,
and the half percent that they pay in dues to NTRA

Now, what was the objective of controlling
hub fees from TOC' s perspective? Well, we saw it as
our opportunity to optim ze revenues distributed to
California Thoroughbred interests including race
tracks, horsemen in the form of purses, breeders, but
yet to insure that there was a fair return and fair
conpensation to our ADWdi stribution partners. That
is how we saw them was as partners.

Now, if you look at |ast year, the bl ended
rate -- the bl ended hub fee rate on live races for
the ADW providers was actually 5.71. That's the
bl ended rate, which produced on |live races a recovery
to both track and purses that was somewhere between
an on track wager and a satellite wager. The
percent ages were there.

And we reached that by TOC negotiating the
hub fees with ADW providers to do so. The sanme again

is true for imported Thoroughbred races. W
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negoti ated the hub fee.

In 2005, it meant that the industry again
recei ved conpensation sonewhere between an on track
wager and at satellite facility wager. So, it was
again the process of negotiation between TOC and each
of the ADW providers including TVG

Now, what is the effective control on the
hub fee rate? Well, if we |look at the years 2002
t hrough 2005 for TVG, those are the effective hub fee
rates that they were able to recover for California
Thor oughbred races for imported Thoroughbred races,
with a total hub fee of approximtely 5.9.

Rat her than the 6.5 percent that they asked
for, by giving them something |ess we actually saved
$3, 000, 000 plus for California Thoroughbred tracks,
horsenmen, and breeders, and by mani pul ati ng or not by
mani pul ati ng, but by negotiating a different hub fee
with all of the ADW conmpanies, TOC saved again for
Thor oughbred tracks, horsemen in terms of purses, and
breeders over 8.6 mllion dollars in the first four
years that ADW has been there.

So, I'm going to repeat that between 2002
and 2005, TOC increased revenues to California
tracks, horsenmen, and breeders by over 8.6 mllion

dol |l ars by negotiating different hub fees with the
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Now, how does TOC neasure the performance
of ADW? We have | ooked at six factors in particular
One, the success in devel oping new fans. Two, an
increase in revenues because handle figures sinmply
really don't mean a whole lot -- is the key driver

here.

We try to analyze ADW performance in termns

of quantifying the shift and handle from satellite
or on track facilities to ADW compani es.

We have also attenpted to anal yze whet her
there has been canni balization versus true growth.
We have al so | ooked at expanded distribution of our
si gnal s. Have these conpani es taken our signals to
new mar kets out of the State, and how many markets
are the in out of State?

And | astly, we have attenpted eval uate
whet her excl usive broadcaster wagering agreenents
have generated greater revenue for certain partners.

Looking at the first one, success in

69

devel opi ng new fans. It's a little like interpreting

foreign | anguages, trying to figure out whether or
not there really has been any growth.
The simple fact is that no California

Thoroughbred race track other than Del Mar has
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experienced increase attendance since ADW was
| egalized in 2002. In fact, attendance figures
| ooked like this for the five primary Thoroughbred
meets. And you have an individual graph provided to
each you.

Del Mar is the top facility there. And you
can see that since 2002, their nunbers have increased
whil e ever other association here has decreased.

The second series of factors are al
related. That is, increasing revenues, quantifying
the shift and handl e, and canni balization versus true
growth. And so, | have just a couple quick charts to
show you.

But before | do that, | want to say that we
| ook at handl e and revenue both for 2001 and 2005.

It shows 2001 because that was the |ast year before
ADW was aut hori zed, and 2005 because that was our

| ast conpl eted year in which ADW occurred. W tried
to ook at the change in relative percentages from
each of the sources, both for handle and revenue.

So, if we |ook at handle with the colum on
the left being 2001 and the colum on the right being
2005, this is handle in California on Thoroughbred
signals, that's both inported signals and live

raci ng.
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We see that there was an increase of 3.5
percent overall, but that on track wagering decreased
by 12.2 percent, at |east 12.2 percent, and off track

wagering was down by at |east 12.8 percent.

So, whether that's -- we clearly see a
shift. Again there is an increase of 3.5 percent.
That's in nom nal nunmbers. |If you adjust for

inflation, that is actually a decrease in handl e of
over 7.3 percent.

So, between 2001 and 2005 total handle on
Thoroughbred races in California has decreased in
real dollar terms adjusted for inflation by 7.3
percent .

Now, we | ook at purse revenues. And again,
this is in nom nal nunbers. Vhile handle increased
3.5 percent, Thoroughbred purse revenues were
actually down 1.3 percent. And that is because you
saw hire return dollars on wagers placed on track,
where now ADW at a | ower rate.

And despite the increase, they have not
of fset the loss of dollars |lost at the race track.
So, again adjusting fromnom nal terms of a | oss of
1.3, the actual loss to purse revenues was over was
11 percent, 11.6 percent. These nunbers are all

derived -- provided for by the CRIBS system That is
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the basis.

So, let's |ook at what has happened out of
state. In that time period, we've seen out of state
revenues on our races, on wagers placed on California
signal s, handl es has gone up 2.3 percent.

It is inportant to see though what the
sources of those increases were. Again a 2.3 percent
in handle, adjusted for inflation, that's an 8.3
percent decrease out of the state.

And again as | said | would like to | ook at
sources. MWhat this chart shows you again, the colum
on the left being 2001, the colum on the right 2005,
is that our actual |argest growth component out of
the state, the purple there, are the | egal rebaters.
The | egal rebaters have provided our greatest out of
state source of handle between 2001 and 2005.

If we | ook at purse revenues, in one sense
there is some good news in terms of purse revenues.
Purse revenues have increased in that period of time
by 11 percent.

Now, interestingly purse revenues derived
out of state are based on host fees charged for the
California signal. And | think our race track
partners will admt TOC has been l|largely setting the

price of the California Thoroughbred signal out of
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state. And the process under the Interstate Horse
Raci ng Act requires our consent.

TOC has al ways conditioned our consent
differently than other states where they sinply give
perm ssion to a race track to send the signal. W
conditi on our consent on receiving a certain
percentage for the signal. W set the price out of
the state.

And by managi ng and anal yzi ng t hese nunbers
despite a small increase in handle, we have actually
increased the purse revenues by 11 percent in those
four years.

Now, unfortunately again adjusting for
inflation, while in nomnal terms we have seen an
increase of 11 percent adjusted for inflation, it's
really been a half a percent decrease.

So, while we can somewhat proudly say we
have done an okay job, we have still have not kept up
with where we'd |ike to see purse revenues.

Of the last two figures or measures that we
use in judgi ng ADW performance is expanded
di stribution of signals in new and out of the state
mar ket s.

And with regard to at | east one ADW conpany

TVG, we sort of termed it the "Let Mkey Try It
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Approach" to distribution of our signal out of the
state.

What do we mean by this? TVG while
t hey' ve expanded cable and satellite distribution out
of state, they only accept wagers in a total of 12
states, one of them being California. I got this
list off their website two days ago.

Rat her than distribute beyond 12 states,
they sinply sublicense conpanies |ike You Bet and Wn
Ti cket, and charge those sublicensees a significant
fee for handling wagers on TVG signals.

Yet they do not charge the same sublicense
fees to the | egal offshore rebaters. They continue
to allow themto operate without objecting to the
fact that both RGS and | RG and Totonkua, they do the
same thing that You Bet does. They do the sane thing
that Wn Ticket does.

They have tel ephone and Internet account
wagers that accept wagers fromall through the US,
and yet TVG doesn't sublicense them So, this
question of exclusivity, we see that they're applying
it sometimes with regard to You Bet and W n Ticket
and others, but they're not applying with regard to
the RGSs, the Totonkua. There's probably eight nore

conpanies | could list.
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These are the 12 states that TVG s website
i ndi cates that they are accepting wagers in. So,
again the California signal offered through TVG is
only going into 11 other states. The California
signal offered through Express Bet is going into a
total a 37 states.

If we | ook at You Bet, we have 39. It's ny
understanding from the You Bet representatives they
actually take it to 40 states.

Now, again, in measuring ADW performance,
we | ook at how much revenue do each of these ADW
providers -- how much purse revenue do they generate
for the California Thoroughbred industry out of state
usi ng our signals?

In 2005, You Bet was the | eader. They
generated for Thoroughbred interests for Thoroughbred
purses over 1.1 mllion. Express Bet much aligned --
Express Bet generated for Thoroughbred interests here
in California. Last year they generated $431, 000,
slightly over that.

TVG using our signals out of state
generated for the entire year of 2005 |less than
$390, 000 of purse revenue using our signal. So,
agai n, derived out of state, TVG generated |ess than

$390, 000 for California Thoroughbred horses | ast year
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both for fairs and race tracks.

They sent, however, over 1.7 million
dollars to out of state interests for wagers placed
on out of state signals by Californians. So, again,
t hey brought into California, using our Thoroughbred
signal, less than $390, 000, and they sent out of
state over 1.7 mllion dollars.

Since 2002, since ADW has been |icensed and
permtted in the State of California, both in state
and out of state wagers transacted or facilitated by
TVG, and as you can see, the large majority of that
has been in state. They have produced in the four
years approxi mately $24,000,00 in purses with wel
over 90 percent of that comng fromw thin the State
of California.

At the sane tinme on those sane signals, our
California signals, hub fees paid to TVG has exceeded
$30, 000, 000.

The last in this long presentation relates
to have exclusive broadcast wagering agreenments
generated greater revenues. Qur view is not for
California owners, breeders, or race tracks, as
said year it was $390, 000 sinply.

So-cal l ed exclusive arrangenents have | ed

at least to TOC to concerns regarding possible
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antitrust violations including tying arrangements,
and horizontal and vertical restraints to trade that
could be in violation with the Cartwright Act.

And TOC has called for the Horse Racing
Board to request the AG to investigate these concerns
and determ ne for us whether or not sonme of the
practices that have been engaged in by TVG do violate
the Cartwright Act.

And they would include not only the tying
arrangements, but arrangements under sublicense
agreenents that nmay have the inpact of price fixing
or allocation of comrercial markets and possible
di stributor relationships.

So, from TOC s perspective having gone
t hrough these numbers, we have concerns. They
haven't delivered what we hoped they would deliver.
And we think that ADW needs a much cl oser | ook either
by this Board or by a commttee of this Board.

And we hope that the CHRB will want ask to
seek the California Term General's office to
i nvestigate the practices. And two, hold an in-depth
hearing on this subject and on this matter. Thank
you for your tine. If there are any questions,
woul d be glad to answer.

MR. SHAPI RO: Thank you. That was a very
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i nMpressive presentation. Does anybody on the Board
have any questions? It is a |lot of material to try
to digest in 15 mnutes, but I think that it is very
hel pful for us to understand what the true econom c
i mpact of ADW wageri ng has been.

And it would certainly allow us to |ook to
see how we would be able to utilize ADW nore
effectively. Is there anybody else in the audience
that would like to address this matter?

MR. HI NDMAN: Good norni ng, Comm ssioner
Shapiro and menbers of the comm ssioner. I*'m John
Hi ndman, Vice-president and general counsel to TVG
Tony Alamato is handing just a very short
presentation, just a few slides to run through, kind
of give you an overview of how we think we are going,
and some of the benefits that our relationship with
the California Racing Association have brought back
to your partners and to the industry.

Starting on the first page, we'll talk a
little bit about TVG has relationships with five --
California Racing Association -- and |'ve used here
for purposes of conparison 2001 to 2004 based on the
CHRB' s annual report.

As you can see, in that time period

nati onal handle, all tracks across the country, al
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sources handl e accrued 3.4 percent. All sources
handl e on California tracks accrued 5 percent.

W thin that amount, you can see that for
TVG s exclusive California tracks, handle increased
8.19 percent, which is nore than twice the nationa
rate of growth.

Turn to your next slide. You can see a
sim lar chart regarding purse revenues from TVG s
exclusive tracks -- in California. As you can see,
on the national |evel, purses from 2001 to 2004
i ncreased 2.3 percent.

California purses total also increased 2.3
percent versus TVG s exclusive tracks increased 4.75
percent. Again, twice the national rate of growth.

Turn to your next slide. Let's tal k about
what we view are sone of the reasons for success in
this area. The first is, we believe is our
tel evision coverage. TVG tel evises over 5,000
California races a year into 18 mllion househol ds
nati onwi de.

TVG is available to 100 percent of
California households if they elect to get it. And
TVG is available to 50 states on Direct TV and Echo
Star, both national -- providers, and in 38 states

vi a cabl e.
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Second point is ADWfrom our view and from
what we think the nunbers tell has been nore
productive in California than any other jurisdiction
in the United States in just four short years.

So far it has created $1, 000, 000,000 in
total wagering over that time and increased wagering
on an annual basis than jurisdictions that have had
ADW for 20 to 30 years -- and New York.

And over one $140,000,000 in revenue has
been returned to the California racing industry
pursuant to California Business and Professions Code
Section 19604.

TVG has performed well. We have the nmost
TV distribution and the most ADW handle. \When we
were before you in January 2002, we stressed the
i mportance of television and stressed our plans to
significantly increase television distribution.

Since that time our, television
di stribution has grown about 150 percent from
approximately seven and a half mllion houses to over
17 and a half mllion househol ds today.

In ternms of California ADW we generated
more handl e, and therefore nore revenue got to the
racing i ndustry than the other |icensees combi ned. I

would like to invite Tony Alamato up here for a
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moment to discuss our horse racing coverage and sone
of the inmpacts that are relationships with California
race tracks have from our business.

MR. ALAMATO: Tony Al amato, Seni or
Vi ce- president and Executive of TVG. |'m just going
to talk briefly about progranm ng because | think
that is my area of expertise obviously. And it is
al so one of the strikes of our network.

TVG, we believe, has set the standard in
horse racing coverage. Although, we would like to
get a lot better and we are working towards that. W
broadcast live 14 plus hours a day pronoting all the
popul ar races around the country.

We televise live from 16 different tracks
around the world. W have exclusive rights, and
that's one of the things we're tal king about today is
exclusivity.

Excl usive rights to over 20 tracks around
the world, including Churchill Downs, Bel nont Park,
Del Mar, Hollywood Park, Kingman, Oak Tree, Santa
Anita, Los Alamitos, and Saratoga. And just | ast
year we added Japanese Racing Association as an
exclusive partner -- successful Japanese racing, yet
they chose to do an exclusive deal with TVG

We provide race analysis, betting
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strategies. You're all famliar with our
programm ng, so | won't go too in depth about it.

This April, TVG will be relaunching our
network with a brand new graphics design and a series
of shows are going to be geared towards getting new
fans interested in horse racing. And we're excited
about that.

Why is exclusive inportant for TVG? Well,
TVG has to conpete with hundreds of television
net wor ks all of which feature exclusive content.

Di stribution of -- depend on the ability for TVG to
of fer a unique product in an increasingly crowded
tel evision world.

If you ook at TVG s model, it is the sane
as the nmodel that is adopted by other networks that
feature NASCAR, PGA, NFL, NBA, and every other form
of sports and entertai nment progranmm ng in the United
St at es.

To put it simply, during college footbal
season when | turn on ny TV on Saturday norning, |
don't see the Notre Dane football game on channel 2,
channel 4, channel 5, channel 7, and ESPN. It's just
not the way it is done in sports television.

The conti nued success of great success in

tel evision and ADW busi ness is dependent on the
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continuation of TVG s nmodel . Loss of exclusivity
creates a freerider program elim nating TVG s
incentive to invest in television programm ng and
di stribution.

And to put that in sinple terns, what that
means is if TVGis televising races that every other
ADW and the country can take wagering on, and we are
not receiving conpensation for that, there is no
incentive for TVG to produce quality television.

At that point, you are better off just
doing an Internet conpany, because other people are
freeriding off of your programm ng, they have no
over head, and they're the ones who are capitalizing
on your prograns.

If TVG were to |ose exclusivity in
California, this would result in a shift of our
progranmm ng technol ogy to exclusive tracks, which
means that you see | ess production fromthe race
tracks that we do in California.

Interference with TVG s excl usive
relationships with California tracks would not
result -- would not be in the best interest of
California racing.

We believe that TVG s business model is

proven. It enables the broadcast television
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di stribution for horse racing. All of our
di stribution deals in the country are done it because
of our exclusive deals. It provides incentive for us
to create quality television progranmm ng.

It generates a high rate of return to the
racing industry, and it consistently generates the
hi ghest growth rates for wagering in the racing
i ndustry and the most volunme in wagering.

MR. SHAPI RO. Thank you

MR. ALAMATO: Any questions?

MR. SHAPI RO: Yes. If I could as, | don't
know, both you. First of all, I don't think -- at
| east from nmy perspective, | don't question the
excel l ence of your TV coverage. It is unparall el ed.

I mean, you guys do great things. Your TV is
fantasti c. I'm an avid watcher.

So, | just want to thank you and conpli ment
you. I think your TV is great. | see that show you
do at Los Alamtos. I see all the things you've
done. You went live. I forget what it's call ed.
Live Access, | think, at Del Mar, and the Eclipse
Award. You guys do wonderful job there.

The di fference, though, is that when you
|l ook -- or when you hear the data from TOC and you

| ook at what you are tal king about, and | know much
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about television, but |I'mlearning, okay.

When | see that TV nodels are the sane as
model s docked by the networks, NASCAR, PGA, et
cetera, |'m assum ng that they provide advertising
revenue, which is the econom c engine that allows
them to do that.

And unfortunately for reasons | don't know,
there isn't enough advising revenue to support TVG
And so, you are a wagering conpany. I ask this to
try and understand it better.

But when you hear that TVG only accept --
appreci ate that you are broadcasting in 50 states,
but you are only accepting wagers in 12 states.

MR. ALAMATO: But our licensees are
accepting wagers in all these states. So, whatever
rates it's showing on TVG --

MR. SHAPI RO: I*'m not done yet. I
understand that you have |licensees that are then
covering that. But you are having to -- those
i censees are having to pay you a fee for that
signal, which means that there is | ess revenue then
for them or you to give back to the industry so that
there would be nore noneys available to help the
track, and the horsemen, and the purses.

Again, the idea here is how can the
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i ndustry work to get the mpst out of ADW and you guys
make a profit and you guys exi st. I"m not trying
to -- this is not one conpany over another.

But when you hear the statistics, racing is
in trouble. It has -- California has to get its
purse revenues up.

Now, | hear the argument over excl usive
tracks. But if they weren't exclusive tracks and it
was open to other people that m ght pay nore to have
a conpetitive factor involved, wouldn't racing be
better if sonebody else was willing to pay nore that
woul d result in nore to the tracks and nore to the
purses.

Again, this is a discussion. I'm not
comng -- this is not a concl usion. But how does it
translate into dollars to benefit the horse racing
i ndustry in California, because that is all | care
about .

MR. HI NDMAN: To cover a few of your
remarks, | think you're right. TVGis reliant on
wagering revenues to pay for television. Ct her
net works are relying on advertising. But the point
is, you have to have a secure revenue streamto pay
for the costs of producing and distributing

t el evi si on.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

87

And we feel it is the nost inmportant
conponent. We well the last five years has had the
hi ghest and mpst consistent growth rates. W feel
that it is working in bringing new fans to the sport.

We al so have a licensing program with our
two |licensees. Together, TVG has two |icensees --
are the three |l argest ADW in the United States.

Anybody in any state where it's renotely
possible to bet on California races signal through
ADW can do it today. Those three conpani es represent
about a billion dollars in handle a year. Their
combi ned growth rate is well over 20 percent. TVG s
growth rate is well over 30 percent.

So, what we are arguing -- what we're
saying is this model is working. Thi s nmodel has
wor ked. It will continue to work. it's creating the
hi ghest growth available in the industry.

We agree we need to maxim ze ADW but what
we are saying to you is, we believe very strongly
that you have to build an engi ne market and pronote
racing to get ADW out there. And we are doing that.
And we feel very strongly it's working for the
i ndustry.

I think the stats bear it out. And you

wer e tal king about revenue. I think the fact that
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TVG' s exclusive tracks in California, the fact that
their revenues are growing twice as fast as the
national rate, which includes tracks that have
revenues from alternative gam ng. I think we're off
to a good start.

And so, from our perspective, we feel very
good. We feel very optim stic about the future, and
we feel that systemis working very well. Thank you

MR. ALDRI DGE: Ed Aldridge, Los Alanmitos
Chairman. As nmost of you know |'m a TVG buff and
supporter and for a | ot of good reasons. Sone of
them are unique to nmy situation, our situation

And so, | do not want to address all of the
things involved in the Thoroughbred i ndustry except
to say that M. Couto's inpressive presentation, it's
li ke all things of that type, one has to | ook at the
whol e picture.

There are obviously a | ot of reasons far
beyond the influence of account wagering that have
over the last four to five years have inmpacted all of
us in racing. They include horse conpetition,
of f shore book making, card rooms in the casinos, gas
prices, traffic, all of those things take their toll.
It's not as sinmple as analyzing, and | know that

everybody knows that. But | think it's worth at
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| east mentioning that.

We are in no way interested in having
anyt hing but an exclusive provider. |In a large
conpany, Newscorp with assets are unbelievabl e has
come into the picture and has | ost who knows how nuch
money over the last five years in getting this nodel
of f the ground.

We have been talking for the |last 15 years
that we have to |ike baseball, basketball. W have
to get television exposure. That's what it's al
about. We are getting television exposure. It's
increasing all the tinme.

You take this away from them there won't
be any television exposure, at |least for California
racing. Why would they do it and all ow everybody
el se to suck the blood out of the them and not spend
the kind of money it takes to have it up there. |It's
expensi ve

True, TVG has taken a very conservative
position in trying to expand the California
Thoroughbred and -- signals into other states. There
are large conmpanies with very deep pockets. And many
have -- | don't know the reasons exactly. I'"ve been
t ol d.

And then you have reasons to believe that
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aggressive attorney generals in sone states where
it's a gray area. There's no -- or enabling
| egi sl ation, and they have deep pockets. I would
suspect that is the reason. Hopefully that can be
overcome in the com ng years so that there will be a
great increase in the direct use of TVG and not
through their licenses to other betting conpanies.

So, we are so happy with what has happened.
Peopl e can race horses -- and for so many different
reasons, people in Texas and Okl ahoma can race horses
in California now that never would have before
because they can watch them live, and they m ght --

So, for that reason that's a very inportant
reason for us. We were struggling. W have
prospered under this thing. It is an increasingly
| arge part of our handle every day.

Our pick four bet has gone from $8,000 to
several times over a hundred thousand and al ways over
of $50, 000, and usually in the range of $70- to
$80, 000. Our pick four bet has come from obscurity,
because they've taken under their w ng.

They' ve done this actually -- all
California tracks' pick four bet has expanded
greatly. And | think it is largely because of the

influence of TVG. And a lot of it's nmoney -- the
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overwhel m ng share in our case conmes from account
wageri ng.

So, | just couldn't -- | am so grateful to
t hem I think we should all be grateful to them W
recogni ze they have some work to do in expanding
California signal out of state both for -- that's
sonet hi ng they need to work on.

Vet her or not the fees are correct are al
subject to review and negotiation over tinme and
everything. That can be done. I'"m perfectly happy
with the arrangement we have.

So, | can't say enough about them We |ove
them We'd die without them That is all | can tel
you.

MR. SHAPI RO. Thank you.

MR. SCHI FFER: Dan Q. Schiffer for the
BCQHRA, and |I'm here echo the comments of
M. Aldridge. TVG has taken the Quarter horse night
raci ng out of the dark ages and into the public
living room It is a tremendous boom for the Quarter
horse and our industry, and we are truly indebted to
them whatever their shortcom ngs.

So, we ask that the Board and all others
consi der what they have done, and the chances they

have taken in doing that. Thank you.
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MR. SHAPIRO:. Are there any other ADW - -

MR. SHREWD: M . Chairman, Jeff Shrewd
representing UBet.com I'"'m here to obviously talk
about the issue with Drew and the previous speakers.
There are probably a couple of ones that ought to
clean up from our perspective.

I want to commend M. Couto for his
presentation. He brought to light a [ot of inmportant
facts that are difficult to understand and difficult
to put into this kind of setting.

One of the things that was said, however,
that | need clear up with regards to the rebate
shops, there is no licensing fee drawn by TVG for the
| RG and RGS conpani es because those contracts dealt
directly between those "rebate shops," RGS and | RG
and the track. Because it is telephone only, there
is no stream ng. So, it is a contract that TVG
doesn't have a hand in.

However, TVG does have a hand in a | ot of
ot her contracts and has a hand in a |ot of other
agreements between ADW providers and race tracks.

And really this whole conversation to nme is
about conpetition. It is about conpetition between
t he ADW providers. It is conmpetition between the

i ndustries of different states against one another.
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I ndeed it's about the conpetition of an
i ndustry agai nst other industries -- other sports
i ndustries. Horse racing is conmpeting agai nst other
sports.

So, when we | ook at that conpetition, you
say You Bet right now, because of the exclusivity,
has a conpetitive advant age. You Bet has the
br oadest offering of content, the broadest offering
of race tracks of any ADWin the country.

We have virtually everything there is
running. There are two or three m nor exceptions.

But | got to tell you, we're paying for that
exclusivity.

We have paid since 2002 over $68, 000,000 to
compani es whi ch are hol ding exclusive licenses on
track content. TVG reports their earnings. W're 25
percent or better than TVG s earnings.

So, the conpetitive nature of this business

has created this exclusive nodel. TVG says the
exclusive nodel is working for them Well, it's not
wor ki ng for the sublicensees, | can tell you

And while we're on the subject of
exclusivity, Tony tal ks about you got to have
exclusivity to make TV worKk. That's the way the

thing works. And the advertising models are supposed
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to help support those exclusive arrangenents.

PGA is on all three networks, ABC, CBS,
NBC. NFL is on FOX and CBS. \Why don't they
advertising revenues? Because they don't have any
coverage. They don't have enough coverage to get a
rati ng point.

You know who first put horse racing on TV
in southern California, specifically on FOX? It was
Santa Anita. And why hasn't Santa Anita shown in the
afternoons of live racing on FOX Sports West?
Because those exclusive arrangenents that keep them
out .

We think exclusivity is bad for racing. It
stifles conpetition. The conpetition that this
i ndustry has to rely on to succeed in the sports

worl d, exclusivity has done nothing but create a

fal se subsidy for a bad model. And that bad model is
TVG. It doesn't work.
TVG is not the only one, | can tell you

Magna tried to do the same thing to us in 2005, and
if it weren't for TOC, and I'll thank them again

publicly, TOC came and said no, wait a m nute. W

got to have broader distribution for out signal. You
guys cannot have -- product in California or nobody
is going to have it. I thank TOC for that.
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They canme in and stepped up and fixed what
woul d be an otherwi se darker cloud hangi ng over the
California racing program So, Magna attenpted it,
and got it fixed. TVG has executed -- we paid them
literally dozens of mllions of dollars to subsidize
their bad prograns. And we see no handl e differences
when TVG is Tel evising a race.

I mean, they talk about the reason that the
sublicense fees are paid is because we are riding
their coattails of TV. It's ridiculous. There is no
handl e difference when Hol |l ywood Park's eighth race
is on. There's no handle difference in Texas, or
Chi o, or Kentucky.

We go out and recruit those custoners,
develop them We spend nore noney in new custoner
recruitment than any of the ADWs. In fact, | would
venture to guess all of them conbined. Seven figures
a year in new fan recruitnment outside the horse
raci ng i ndustry.

We, UBet.com is the |eading ADWin the
country by handle. A third of our business conmes
from California. You saw the nunbers that TOC put
up, three tinmes the amount of purse revenues in the
State of California. AlIl of that in spite of these

excl usi ve deal s.
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conpetition is the key here. You' ve got

| evel playing field for all ADW to conpete fairly

with the content at hand, to conpete on the features

and functionality and marketing crowns. And we are

not going to fix it here today.

I brought four gentleman --

gentl emen here to introduce to you.
CEO of UBet.com Charl es Chanpion,
Gener al Counsel, Scott Sol onmon, our

Poul. We're here to show you that

t hree ot her

The Chair man,

CFO Gary Strew ,

- Lavari gani

we're ready that

we're ready to roll up our sleeves and fix this

probl em together with TOC, together

wi th Magna,

together with TVG, and together with you.

We've got to fix this mode

crashes, because it's not working for

TVG, and | dare say that it may not

TVG very | ong. | yield to questions,

MR. SHAPI RO: Thank you for

| appreciate it.

before it

anybody but

be working for

M. Chai r man.

your comments.

MR. ALAMATO: Tony Al amato again, TVG I

just want to address a couple points.

First off, |

appreciate the education of television from Jeff

Shrewd. "1l be |looking forward to watching the

Superbowl in a few weeks on any TV network | choose.
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MR. SHAPI RO Ckay. Okay.

MR. ALAMATO: I also would |like to say
that it was mentioned that televised races, that
there is no inpact on races being televised by TVG
That is flat out not true. We know for a fact that
ADW handle is up to ten tinmes as high on a racing we
show and the racing we do not show. So, there is a
di fference there.

Anot her issue that was brought up is the
fact that we have a FOX show every day. There were
FOX shows on locally in the past up to an hour a day.
We do shows now that are up to three hours a day for
maj or events like the -- four hours a day.

Santa Anita was being shown on FOX and
Santa Anita would be shown on FOX if they were an
excl usive or nonexclusive track of TVG They choose
not to be.

And | think the big issue here is racing
really needs to decide what the big picture is here.
Are we trying to fight over every crunb, or are we
trying to help the sport grow, not just from a
wageri ng standpoint, but froma marketing standpoint.

TVG presents the opportunity for horse
racing to have a 24-hour a day marketing tool in

California racing specifically. W believe that we
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do have better race tracks. That's what you get with
TVG aside from just honme wagering.

MR. SHAPI RO:. Tony, again, this forum today
is really meant to try and understand and hear from
various parties, okay. So, | don't think anybody
needs to refute other people's facts. | understand
you have a different opinion. I don't have a problem
with that.

And again, | certainly appreciate the
television that TVG does. No one is questioning the
great television that you do.

MR. ALAMATO: Commi ssi oner Shapiro, it's
i mportant to keep in mnd that the wagering and
tel evision go hand-i n-hand. I f people think that the
wagering component is going to go away and TVG is
going to continue to produce the same quality
programm ng that we're produci ng now and that we
expect to get better, it's not going to happen

MR. SHAPI RO. Thank you.

MR. HARRI S: Sorry to interrupt. I'"m not
really clear. It seens, say with the You Bet
exanpl e, they essentially don't get anything from a
bet made in California by a Californian on a
California race. It all goes to TVG. \What incentive

do they have to really grow their --

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

99

MR. ALAMATO: John Hi ndman can address that

better than | can. I"mjust the TV guy.

MR. HI NDMAN: I would make two points about
t hat . I think if you |l ook at You Bet's business and
their -- as seen on an overall basis, their yield,

the percentage they keep from a bet after paying TVG
is higher than TVG s. So, they're keeping --

MR. SHAPI RC: On a California wager?

MR. HI NDMAN: I"m tal king about for their
conpany.

MR. HARRI S: As | understood, they don't
get anything on a California wager.

MR. HI NDMAN: On TVG tracks?

MR. SHAPI RO Yes.

MR. HI NDMAN: Yes, well, | mean they pay
different royalties to different people.

MR. SHAPI RO: No, answer his question.

MR. HI NDMAN: I did.
MR. SHAPI RO: I didn't hear the answer.
MR. HI NDMAN: I was talking -- he is

correct on an overall basis.

MR. SHAPIRO: So, he's correct. On a
California track -- exclusive track, You Bet accepts
t he wager, they don't make any noney; is that

correct?
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MR. HI NDMAN: That is correct, yes. And

the other point | wanted to make is | ooking at the
handl e situation and everything el se. I know t hat we
are not here to refute each other, but |I do know that

You Bet does carry a couple hundred race tracks.

They carry nmore tracks than anybody.

And they carry about -- sonewhere in the
nei ghbor hood of 20- that they give -- in relationship
from us. In any given quarter, a percentage of their

handl e, second, third, and fourth quarter of the
year, they're from our basket of the tracks -- is 50
percent . So, it's a very large proportion of their
handl e that they're deriving --

MR. SHAPI RO:. That may be. But again, we
are concerned what dollars end up in California
benefiting the California industry.

MR. HI NDMAN: I under st and.

MR. MORRETTI : Can | ask you a question?
John, sorry. And | would like to thank everyone who
presented because this is very informative, and it is
a conpl ex issue. But | do have a real basic
question, and | have -- | understand the exclusivity
and reciprocal and all of that.

However, is it true that California signals

only go to 12 states, but the other conpani es sends
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out to 37 states?

MR. HI NDMAN:  No, | think --

MR. SHAPIRO: Are you asking, is it true
that TVG is only accepting wagers in 12 states on
California --

MR. HARRI S: If they're a licensee, which
is You Bet --

MR. SHAPI RO: That's correct. | understand
they're licensees, but they're charging then a fee to
that licensee, which means if there is |ess revenue
that can conme back to California, because they're
having to pay sublicense fee.

So, the question first question is, is it
true that you only accept wagers in 12 states?

MR. HI NDMAN:  Yes.

MR. SHAPI ROC: Yes, okay. And you license
your signal to -- let's just use You Bet because
they're here. You Bet pays you something for that
signal; is that correct?

MR. HI NDMAN:  Yes.

MR. SHAPI RO:  Okay. If there wasn't a You
Bet, and this is theoretical, if there wasn't a You
Bet and you decided to accept wagers in all the
pl aces that You Bet did, you would either make nore

nmoney or we say nho, pay the horsemen, pay the
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i ndustry that money, there would be nobre com ng into
the industry; is that not correct?

MR. HARRI S: I don't think -- 1 think it"'s
neutral to California purses and conmm ssions if
someone bets on TVG

MR. SHAPI RO: No, that's not my point. My
point is that you are charging You Bet a fee for your
signal. You Bet in turn makes an agreement with the
tracks and the horsenmen in California for the
Cal i fornia product that they're accepting wagers on.

They have to take into account what they
have to pay you, which then tells them how nuch they
can afford to pay the horsenen and the tracks; is
that right?

MR. HI NDMAN: There is no difference
bet ween what a -- to my know edge and under st andi ng
what the California tracks --

MR. SHAPI RO Well, then let's ask You
Bet - -

MR. HI NDMAN: No, -- if TVG took the bet or
You Bet took the bet.

MR. HARRIS: The problemis between You Bet
and TVG is essentially the license fee is the total
amount of the hub fee.

MR. SHAPI RO: No, but | guess what |'m
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saying is TVG could accept a |l ower hub fee, okay. | f
you were accepting wagers directly and there wasn't a
m ddl eman, woul dn't you be able to conversely -- You
Bet just accepted to -- if they didn't have to pay
you a fee, they would be able pay nore noney back to
the tracks and horsenmen; isn't that true?

MR. HI NDMAN: Actually --

MR. SHAPI RO: No? Let's ask You Bet.

MR. HI NDMAN: I mean, we are speaking in
hypot heti cal s.

MR. COUTO: Actually, we're not speaking in
hypot heti cal s. I can't reveal the rates, but | will
tell you this, there are certain states that TVG
consi ders exclusives that You Bet, |'ll let Chuck
come up and tell you, nmust pay them a fee whenever
they accept a wager on a California track.

Let's ook at this. Let's | ook at three
di fferent ADW conpani es, TVG, You Bet, and American
Tab. They can each handl e wagers on TVG s excl usive
tracks. I f TVG handl es wager, they pay us X

If You Bet handles that same wager in a
non- TVG state, it's a Del Mar race, they handle it in
a non-TVG state, they pay us X plus 80 percent. | f
t hey handl e that same wager in a TVG state, they only

pay us X
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The third conmpany, American Tab, if they
handl e a Del Mar wager in a non-TVG state, they pay X
times two and a half.

If they take that same wager in a TVG
state, they pay us X. So, there's a huge difference
because of the exclusivity that we get on the same
signal depending on what state it is occurring.

Now, the funny thing is, TVGis
di stributing the audio-visual in all of those states,
but there's only certain states that they can claim
as exclusive states for the 12 up there.

So, there's a huge difference in return to
our industry. There's a huge difference, as is there
is a huge cost to You Bet when they have to pay TVG
The yield on a California wager, 1'll let Chuck talk
to you about this, to You Bet in an exclusive state
i s al nost nothing.

And as any business is making nothing
selling a product, they're going to be forced to sel
sonmet hing else in order to make noney, just as, and
this is the last part, just as when TVG does not have
Cali fornia product, when they don't have Santa Anita,
when Bay Meadows shuts down on that seven, TVG wil
have no California product.

And what they will do is drive their
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pl ayers, Californians included, to the products,

whi ch means they will drive them we see it every
year, to non-California races. And we will receive
| ess.

All we are trying to do -- and this is a
matt er of negotiation between the parties. It's not

really regulation. W are trying to protect
California signals to maxi m ze what's being returned.
['ll let Chuck address the econom c issues for them

MR. CHAMPI ON: Chuck Champi on, Chair man,
CEO of UBet.com Just to clarify a couple things
about the economcs in California. It is in fact
true that any wager that we take on a TVG track in
the State of California yields us nearly nothing.
Our overall average in the State of California is
about 1.6 percent total.

We are required according to our sublicense
agreenment that we signed with TVG approximtely a
maxi mum of 8.5 percent on any wager that we take on a
TVG track. That consists of five and a hal f points
to TVG, and three points to the host track -- or 3.5
percent to the horse track and five percent to TVG

In fact, and | can't coment too nmuch on
this because we're in litigation now in Del aware over

this very issue because there is a supplemental host
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fee that we're required to pay in California to get
our content on TVG tracks.

TVG s position is litigation is that is not
a host fee. It is a supplenmental host fee. It has
nothing to do with host fee. W basically owe them
another three mllion dollars for the rights to take
the content out of California. In essence, TVG is
telling us that we should in fact go Negative on
bets.

MR. SHAPI RO: VWhat is this suppl emental
host fee?

MR. CHAMPI ON: The suppl emental host fee is
the relationship between the track and the
horsemen -- that You Bet is required to pay to the
track in order to receive the signal

And there is a relationship between the
track and the rel ationship between the horsemen, and
wherefore You Bet to receive the signal. W believe
it is part of our agreenent. TVG s position is it's
excl usi ve. It's not part of the agreenent.

So, again, | can't get into too much of the
| egal discussion, but I think it's suffices to say by
their behavior that they not only believe that we
should in fact make zero on the signal in California,

we should go negative on the signal in California.
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Now, what You Bet has done over the |ast
three and half years that | have been with the
conpany in 2002 is try to maintain a relationship
within California, where California racing would be
the most productive -- that you can find.

We believe in California racing. W think
it is critically important. And we understand it's
in trouble. Our fastest growi ng custonmer segnent at
You Bet is 21 to 30 year ol ds. It's because we
mar ket pop site with ESPN.com and CBS. And we are
spending mllions of dollars to devel op that nmarket,
because we think it is inmportant.

We also curtail any and all marketing
efforts within 25 mles of a race track because
canni bali zation is inportant to us as well. You
basically have told us what we need to do as an ADW
provider in California and how we can be productive,
and we've tried to do that.

We've m nim zed the anount of handl eship
from California by Californians -- or California
content, and by non-Californians, because we think
that California racing is in trouble.

But frankly, on other tracks where we have
|l ow yields, we have marketing progranms in place that

move custonmers from |l ow yield tracks to higher yield
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tracks. I've got a responsibility as a public
conpany to maxim ze revenues to the best of ny
ability. And we have in fact done that.

So, when John Hi ndman tal ks about out
mar gi ns being in 67 percent rate, he's absolutely
correct. That is true. I can't tell you whet her
they're greater than his or not, because all of his
financial quite frankly are not disclosed are not
di scl osed.

So, his revenues, his handle numbers -- his
handl e nunmbers are discl osed. Hi s revenues are not
di scl osed. His yield numbers are not disclosed. But
it means that what |'m doing is |I'm pronoting harness
tracks that have | arger take outs and where we have

nmore favorable --

It means that |'m pronoting tracks in other
states where |I'm not paying these fees. It means
that | am promoting those. And it means by pronoting
one, |'m not pronoting others.

So, | can't comment on whether or not the

i ssues that Drew had brought up about antitrust are
accurate or not. But | can tell you that the effects
of these relationships have the same outcones. It
inhibits our ability to pronote California to the

extent we want to. And it affects California racing.
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Now, having $65, 000, 000 for the privilege
of having these exclusives, |I'Il tell that if you
| eave themin place, we will try to do our best to
t ake advantage of that and to pronmote California and
to do what we can within the limts that we have

We're not up here asking you to get rid of
t hose exclusivities, because we pay for them They
are an advant age. I fully admt that. We use it
because we have all the content.

But I'lIl also tell you that we truly
believe that they are the worst thing that can occur
in this industry. You need to have as much
distribution of this signal as possible. Not to have
it on Express Bet is not in California's interest.

It will hurt us. Be very clear, giving content that
now does not go on Express Bet to Express Bet is
going to hurt You Bet. There will be

canni bali zati on.

And we in fact will suffer as a result of
it. But it is undeniable that the tracks will enjoy
a benefit and horsemen will enjoy a benefit. Pur ses
will increase, and likely handle will increase

because the content is better on that platform So,
now | will yield to questions that the Board may

have.
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MR. SHAPIRO: Well, | think it is very
informative. And again -- | don't know if anybody
from Express Bet is here. I would |like to Express
Bet, but -- oh, you're right there. 1'd like to get
a mllion dollars dropped in my |ap also.

Thank you, M. Chanpi on.

MR. DURY: Scott Dury on behalf of Magna

Ent ertai nment. I know this gone on for a while, so
will be very brief with my commrents. We believe the
exclusivity model is bad for the industry. | say

that with two different hats on.

I say that with my race track hat on behal f
of Santa Anita and CGolden Gate Fields. W would as
broad distribution as possi bl e. I also say with nmy
Express Bet hat on that Express Bet doesn't believe
the exclusivity model is good for the industry.

Now, M. Shrewd made a comment earlier that
at one point several years ago we were attenpting an
exclusive nmodel ourself, somewhat in defense to the
position TVG was taking, and you know what, we
| earned from out m stake. It just doesn't work.

It's not good for the industry. It's not good for
t he horsenen.
And it's particularly not good for the

fans. They're the one group who is not represented
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here today, but let's remember the conpl aint that we
all hear all the tine. How cone | have to have a TVG
account to get Hollywood Park, but this account to
get Santa Anita, and how come with You Bet | can get
both? It doesn't make any sense why don't all the
provi ders have all the content. That's what we
beli eve makes the npst sense. Let's let the market
deci de. I f Express Bet fails and TVG prospers
because they have a better product, so be it. Let's
just make it a level playing field. That's basically
it.

MR. SHAPI RC: You are you like TVG are in
the TV business. VWhat we have heard is that the TV

busi ness requires that you have these excl usive

arrangements to distribute the product exclusively.
Now, you are in the TV business. If there

was -- do you also take the same position that -- you

are in 37 states or something like that. And if you

had the distribution that they have, would you
require that there be this exclusive arrangement so
you woul d broadcast TV to all the states and simlar
to what TVG does today?

MR. DURY: Well, we don't agree with them
qui te honestly. And you made the coment earlier,

which is we believe one hundred percent accurate our
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i ndustry is a wagering driven industry. W are not
an advertising driven industry.

So, ny answer would be different if we were
maki ng all the money on advertising but we're not.

G ven that we are driven by wagering, if there's two
channel s sonmeone can go to and wager on, all the
better.

It's also -- we can't forget how many race
tracks there are out there. It's not that if -- you
can have two channels showi ng different race tracks
for that matter. I f everybody could wager on both
tracks, doesn't necessarily mean that you would be
showi ng the signal at the same time on both stations.
You could be showi ng different signals.

But the inmportant part is let's do what the
fans tell us they want. Let's let our fans decide if
they want to sign up for You Bet, Express Bet, or TVG
and once they've signed up and they're with a
provider they like, let them bet everything.

MR. SHAPIRO. Am | also correct in mnmy

understanding that -- let's use Del Mar or Holl ywood
Par k, an exclusive TVG track, okay. It's exclusive.
They get to do the television. They pronote their

wager. Why can't Express Bet -- is the exclusive

t hat says Express Bet can't even accept a wager on
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t hat because they have the exclusive content?

MR. DURY: Correct.

MR. HARRI S: I'"m not clear a Magna's
position that you don't feel exclusive contracts are
good, but don't you require exclusive contracts now
on your own tracks?

MR. DURY: No, we don't. We provide our
content to You Bet. We provide -- and this doesn't
apply to California because they're not licensed in
California, but we provide our content to America
Tab. We provide our content to Connecticut OCak TV.
We provide our content to Phil adel phia Park Phone
Bet .

There may be some |'m forgetting off the
top of ny head, but Magna tracks are available to
ot her account wagering providers. W did several
years ago have -- again, we tried out the exclusive
model . We heard loudly and clearly from our partner
horsemen from various regul ators across the country
and nmost inportantly fromthe fans that they didn't
l'i ke that nodel. So, we discontinued that.

MR. HARRI S: And the right to achieve that
exclusivity say for You Bet as | understood is
basically the whol e thing. Basically You Bet is

simlar with Express Bet. They don't nake noney on a
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Cali fornia bet.

MR. DURY: You Bet is not forcing the
exclusivity. What You Bet has done is they've gone
to party who holds the exclusive right and said |et
me sublicense it, and they were told, fine, you can
sublicense it, but in return we want all your nobney
so that you're not going to make any noney on a
wager. We don't have that nodel.

MR. HARRI S: So, basically You Bet makes
nmore noney on a wager on a Magna track than they do
at a wager TVG track?

MR. DURY: Well, | mean, yes. W have
negoti ated an arrangement with You Bet. You Bet does
make noney, honestly they probably would tell you
they don't make as noney as they would |ike, and we
would tell you they probably make nore than they
shoul d, which neans there was a good negoti ation and
we canme out somewhere in the m ddle.

MR. HARRI S: I was assum ng that You Bet's
arrangement with effectively Express Bet was the sane
as their relationship with TVG

MR. DURY: Not at all. And when | say You
Bet makes noney when they accept a wager on a Magnha
track, the same thing applies America Tab, to

Phi |l adel phia -- to all the other off track systens
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that we provide our content to.

We believe that the best thing for the
raci ng industry and the fans is to | et everybody
carry all the content. Let the fans deci de and have
the nmost opportunities to wager.

MR. SHAPI RO: Why shouldn't we just have
one TV signal or whoever wants to put on a show and
just let every conpany though be able to wager. The
problem | have is why not -- if it's Hollywood Park
or Santa Anita, and one conpany is closed out from
taking a wager, | do not understand why that has to
be. If they want the exclusive television because
television dictates that, why shouldn't that be
all owed? That is the part | just don't follow.

MR. DURY: | believe it should be. | agree
with your position, but we heard TVG say that they
want the exclusive wagering rights. So, that's been
their position --

MR. SHAPI RO: That wagering rights and
tel evision have to go hand-i n-hand, and | guess |I'm
sayi ng why can't they continue to have the exclusive
television rights at their exclusive tracks, but the
other -- you're the only other television conmpany or
HRTV -- why can't Express Bet accept wagers there?

just feel again that we are limting our breath of
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exposure to accept wagers.

MR. DURY: We, Express Bet, are open to any
reasonabl e solution to this problem It is clearly a
problem We've all tal ked about it for an hour now,
and |'m not sure exactly what the answer is.

We're willing to work with the horsenen,
the comm ssion, with TVG with You Bet, with
everybody, to come up with something that makes
sense. In fact, we tried very very hard to do that.
Thus far it is within up successful

MR. SHAPI RO Well, thank you. Is there
anybody in the audience that needs to address this
any further? As we said at the onset we're not going
to be able to conclude this. I think this is a very
serious matter.

I think that we have to | ook at what's good
for the industry as a whole, how we can hel p our
tracks have nore revenue, how we can raise our
purses. It's foolish to think that we're going to
get any kind of slot revenue anytinme soon

And if he can enhance our ADW nodel to
i mprove our purses that will attract more horses,
more horsenmen would -- get nmore revenue to the tracks
so they'll make inmprovenents and nmake the facilities

more confortable, | think that's what we're charged
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to do. So, unless anybody has any other conment, |
think that we should nove on.

And | know this has been long, if there
isn't anybody that is here specifically to address
Item No. 10, which is the discussion on suggestions
to stop and |limt illegal gambling if California by
of fshore entities, | would recommend that we defer
that agenda itemin the interest of time. Does
anybody have any objections to deferring that iten?

There being none then let's defer that.
The next one is report fromthe Ad Hoc Comm ttee on
the progress of establishing procedures for insuring
public disclosure and accuracy of jockey weights.

I will report, and it's very short that a
presentation was made at the RClI Board neeting as we
had agreed the Ad Hoc neeting put together a |ist of
the uni form standards that would be put forth and
hopefully be adopted nationally.

At the neeting in March of this year, those
proposed rul es and standards are going to be
submtted to RCI once we can get buying fromthem
but I think we would be in the position of adopting
new standards which would ensure public exposure

di scl osure. So, | don't think there is nmuch else to

report on that at this time unless anybody has
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coment on it. There being none, we'll go on to Item
No. 12.

Item 12 is discussion and action by the
Board regarding conpliance with a Perenptory Wit of
Mandate i ssued by the Court in California Harness
Hor semen's Associ ation versus CHRB. I would first
| ook to our Deputy Attorney General, who quickly made
it to the podium and get his comment.

MR PINAL: Thank you, M. Chairman. Randy
Pi nal , Deputy Attorney General. On November 29, 2005
CHRB staff received a Perenptory Wit of Mandate
i ssued by the clerk of the Court to the Board
directing the Board to nullify and invalidate its May
2003 decision regarding inpact fees including Capito
Raci ng, California Harness Horsenmen's Association,
Los Alam tos Quarter horse Racing Association, and
Paci fic Coast Quarter horse Racing Association.

This meeting is the first regularly
schedul ed neeting after staff received the Wit for
whi ch di scussion and action can loftily be taken
pursuant to public notice requirenments in the Bagl ey
Keen Open Meeting Act.

Yesterday, | learned that Los Alamtos filed a
noti ce of appeal on January 13, 2006. In the notice

of appeal Los Alam tos chall enges the judgment and
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Wit of Mandate as well as the court's denial of an
order to -- of an earlier notion to dismi ss filed by
this Board, Los Alam tos, and PCQHRA.

Under Code of Civil Procedure Section 1094.5
subdivision G, if an appeal is taken from-- the
agency's decision or order of the state pending the
determ nati on of the appeal unless the Appellate
Court orders otherwi se. Also under Code of Civil
Procedure Section 916 subdivision A, the proceedings
in the trial court including enforcement of a
judgnment or order are -- while an appeal is pending
unl ess the trial court or a court of appeal orders
ot herwi se.

At this time, we have no information
suggesting the court has lifted the automatic stay in
order -- the Wit pending appeal. So, unless --
until the trial court or a court of appeal directs
the Board to enforce the writ, we advise the Board to
take no action at this tine.

MR. SHAPI RO: Thank you. In Iight of that,
I would recommend that the Board follow the deputy
attorney general's advice and not take action. Does
anybody have a problemwith that? Fine.

Item No. 13 regarding discussion and action

by the Board regarding the noneys Capitol Racing LLC
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is required by the Business and Professi on Code
section to share, per written Horsemen's Agreenent,
with California Harness Horsenmen's Association for
harness meetings, from 1997 to 2004, and fornul ation
of plan if deadline for distributing the funds.

M. Pinal?

MR. Pl NAL: Randy Pinal, Deputy Attorney
Gener al . I want to clarify what appears to be an
oversight in the staff analysis on this particular
agenda item It was nost |ikely an unintentiona
oversi ght because as the Board knows someti mes these
i ssues can be conplicated and conpl ex. So, | just
wanted to Clarify the staff analysis says, and |
quote, "The horse racing |law indicates that this
source of funds should be split 50-50 with the
horsemen pursuant to a written agreement."

Just to clarify, the horse racing |aw
specifically section 19605.7 subdivision C states
that .5 percent of the total amount handl ed by each
satellite and wagering facility shall be di stributed
according to a written agreement for each race
meeti ng between the |licensed racing association and
t he organi zation representing the horseman in that
particul ar meeting.

In June of 2005, the Board held the
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| anguage in the horsemen's agreement section 13B,
bet wen CHHA and Capitol Racing for the periods of
1997 through 2004 required Capitol to split the
pronoti on fund nmoney 50-50 with the horsenen. I just
wanted to make sure that the record was clear in that
respect.

MR. SHAPI RC: Thank you

MR. PI NAL: It has also come to ny
attention since the |last Board nmeeting, a new round
the litigation has commenced between Capitol Racing
and CHHA and other entities that includes resolution
of the promotion fund issue. The attorneys for both
Capitol and CHHA are here today. And perhaps the
Board could have them confirmthat the litigation
t hat enconpasses the promotion fund issues that are
currently before the court. Based on these new facts
and to avoid duplicate and parallel proceeds before
this Board and the trial court, we recommend that the
Board not take any further action on the pronmotion
fund i ssue reference agenda item 13 until the courts
have resolved this matter and that includes
exhaustion of all party's Appellate remedies.

MR. SHAPI RO. Thank you. I would like to
just confirmthat. Is there any | egal counsel here

and CHHA or from Capitol? Can one or the other
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pl ease confirm whether or not this matter is in fact
subject to litigation.

MR. MANDEL: Jerry Mandel on behal f of the
Cali fornia Harness Horsenmen's Associ ati on. Good
afternoon everybody. | suspect as nobst things that
i nvolve these disputes, it's not quite that clear.
The status of things is as follows. I think that
M. Pinal would agree that previously in response to
the Board's ruling that Capitol Racing is required to
di sburse the pronotional fund that Capitol Racing
initiated a Mandanus action, yet another lawsuit in
Sacr ament o.

It is my understanding as well as
M. Pinal's | think, | can only speak for nyself,
t hat action has not been prosecuted for some reason,
nor has there ever been a stay of this Board's
previ ous decision. This Board hasn't issued a stay
order. The Court hasn't been asked to nor has issued
a stay order. The this lawsuit sinmply was filed
since then

To clarify what M. Pinal just said, you
may or may not be aware that recently Capitol Racing
filed yet another |awsuit against Los Alamtos race
course, Scott W nk, Sacramento Harness Associ ation,

and CHHA. That lawsuit deals with 612 npney issues
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that you're famliar with having to do with the
i mpact fee negotiations, disgorgement issues, unjust
enrichment issues and the |iKke.

In response to that lawsuit that was
recently filed and served on Decenber 16th, and when
| say served, it was served on CHHA and Los Al am tos
CHHA responded by filing a cross-conpl ai nt agai nst
Capi tol Raci ng. In that cross-conplaint there are a
number of issues that are raised, which the Board is
wel | aware of.

One of those issues that has been raised is
to seek conpliance with this Board's prior ruling in
connection with the pronotional fund issue. That is
to say we have said we would like the court to
enforce that ruling by the issuance of a formal
judgnment for the million and a half plus interest,
or alternatively for some reason has Capitol Racing
has urged in its other lawsuit that the pronotional
fund decision by this Board is not valid for sone
reason, that you did not have authority for some
reason, that the court should then determ ne that
i ssue.

MR. SHAPIRO. So, if | can interrupt you, |
think that was a | ong yes.

MR. MANDEL: It is a long yes, except that
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one of the things that CHHA is doing is relying on
your previous decision. That's why I'mtrying to be
clear.

MR. SHAPI RO I understand, but at the very
end in the event you don't -- there is sonething
faulty with the actions we've taken, you've
neverthel ess asked the court to in its own right find
that the court would find --

MR. MANDEL: It's a delicate bal ance only
in the context that Capitol Racing's is that the
Board does not have the power to do what it did. W
say you did.

MR. SHAPI RO: | appreciate that. | don't
know if there is any chance that the parties here are
ever going to wake up and realize that they ought to
get in a roomand try to work some of this stuff out.
I don't know how anybody can afford all these
attorneys fees. It's not for me to worry about, but
this is ludicrous.

Having said that, in light of the new
| awsuits, the old lawsuits, the lawsuits still to be

filed, and | would recommend to the Board that we

take no action at this tine. I don't want to deny --
MR. CHEI T: | am David Cheit. I"'mwi th the
same firmas M ke Green. David Cheit, Stevens and

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

125
O Connel for Capitol Racing. "Il sit down with
M. Mandel just as soon as | get this ADWthing
strai ghtened out.

MR. SHAPI RO: Well, when you do, and you
must be highly skilled. If you could give us all the
mermor andum on it, we would appreciate it.

MR. CHEIT: This is on the record. |
better stop short of prom sing a solution. I think
the i ssues of whether the Board has jurisdiction to
take action on this are properly before the courts.

I think the courts are the right place to do it. | f
M. Pinal recommends that the Board take no further
action, we would certainly favor that, because we
think this -- where it bel ongs.

MR. SHAPI ROC: Okay. Thank you. Before you
go away, is there any chance that you could get your
client to sit with themand try to work through sone
of these issues? | know you guys are putting Kkids
t hrough coll ege on this. But is there any chance
that you could sit down --

MR. CHEIT: Only one kid.

MR. SHAPI RO: Fine. We're not getting our
ki ds through coll ege hearing this. Is there any
chance that you could try to work some of this out?

I mean, this is just on going, on going, and | really
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ask that you go back to your clients and see if they
won't try to find some sanity and resolve some of
this.

MR. CHEIT: There's always hope. There's
al ways a chance. We have proposed that all parties
to all disputes sit down and nediate --

MR. SHAPI RO: Well, they suggested, and
wi th due respect to that, | believe an offer to put
forth to binding arbitration or if some form of
medi ation was put forth to your client by his client,
CHHA, he has a lot of clients. And | would really
suggest that if there is any way to do it, that that
be used, because frankly we have other issues that
are inmportant to this industry and we're spending too
much tinme dealing with the fight. So, that is my two
cents.

MR. CHEI T: | appreciate that, and | do
have the same hope as well.

MR. SHAPI RO Pl ease ask your client. In
light of that, | recomend that the Board take no
actions on the matter at this time. Does anybody
have a problem with that? There not being any we are
going to hopefully get through this.

General busi ness. I's there anything that

needs to cone up under general business?
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MR.  JENSON: Dr. Ron Jenson, working on the
CHRB m crochi p program | just wanted to give the
Board a brief update on the activities that -- this
di scussion concerning the mcrochip program for the
CHRB began | ast sunmer.

And it began based on the fact that the
United States Department of Agriculture had mandat ed
that all livestock including the horses be able to be
electronically identified by somewhere around 2009,
and also by the fact that the racing industry has
|l ong wanted some method of determ ning and keepi ng
better track of the comi ngs and goings, the ins and
outs of horses com ng and going into the racetrack.

We were nmade aware that the USDA is going
to make project noney avail able for these activities.
The 1 ong and short of it is we applied for about a
$200, 000 grant to inplant about 4000 horses in
sout hern California and develop a tracking mechani sm
bet ween five | ocations where horses are stabled when
they're racing in southern California.

We were awarded about $97,500, which is
approxi mately half of those fees that are necessary
for this study. | |l earned just this morning that
various racing entities have gotten together with

Scott W nk, | believe, and have agreed to provide
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anot her $97,500 for this project.

MR. SHAPIRO: Well, that's wonderful

MR. JENSON: Yeah, that is pretty good
news. I brought them as well, unless |I do not want
to | eave out anybody who worked on that, but it was
certainly an appreciated effort.

The inner agency agreement is about to
be -- is ready for signature. You have to appreciate
that the funds are made available -- | mean the grant
fund is made avail able by the USDA. It's
adm ni stered by the CDFA, California Department of
Food and Agriculture, it's going to be spent by the
CHRB.

So, it's been a long process, but that
i nter ADC cooperating is ready for signature. The
dat abase that is being devel oped by the Enconpass
Sol utions, which is a subsidiary of the Jockey Club
Informati on Systems, has the database nearly conmplete
and is up for testing.

So, the next step | think we'll begin with
the premises |.D., the tracks that were involved, the
| ocations that are involved in this final project
study as well as all the race tracks and --
definitely have to have a premse |1.D

It is a fairly sinple project and a fairly

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

129

sinpl e procedure, and we'll get started on doing
that. Then after we get the personnel in place to
identify the horses to inplant the horses and
basically get started.

I would like to enphasize this as a pil ot

proj ect. The use of the mcrochips for
identification has been utilized in severa
countries. However, the tracking process is new, so
this is indeed a pilot project. There will sone
changes that will have to be made as we go and that
we will |learn as we go.

I think there has been sort of a business
plan, if you will, which is not the right term but I
believe that the draft of the interagency agreenent
that has been circulated to the Board nmenbers, which
basically outlines the procedures that we propose to
go through on this project.

Sonewhere down the road, the Board wil

have to determ ne whether this will be a mandatory
t hi ng. I think it should all be based on the results
of this pilot project. But sonething to keep in

m nd, and | know that we've had discussion about it.
Probably at some point in time there will be a
mandat ory thing anmended by the Board.

The final thing I would like to tell you is
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that is recently there was a good article in the
Thoroughbred Times on M crochi ps, which explains some
of the use and some of the evolvi ng uses that m ght
be associated with m crochi pping of livestock in
particul ar horses. It's in the Thoroughbred Tinmes a
coupl e days ago, January 17th. Thank you.

MR. SHAPI RO: Thank you, Dr. Jenson. And |
think it is terrific that we are going to get this
pil ot project off the ground. I do think that now it
is new news, at least to ne, that there is some
mat chi ng funds to help get the program set. And |
think that we should see a conmpl ete business plan for
l ack of other.

And as you know, we are noving to try to
replace you which will be hard to do as a Medica
Di rector. But | think that in that process we should
i nvolve also the new enpl oynment director to oversee
this and work to get this program moving. And so,
just want to thank you for your work, and thank you
on this.

MR. HARRI S: Go ahead.

MR. CASTRO: MWy nanme Richard Castro, |
represent Pari-Mituel Enployees Guild Local 280.

Goi ng back to the Internet discussions | just want to

say -- the ADW stuff?
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MR. SHAPI RO. Yes.

MR. CASTRO: I just want to say that |
found those presentations very educational, very
informative, and | want to thank nmy friends in the
racing i ndustry for the presentation that they put
on.

The only thing | want to | eave you with is
I want to make sure that in your efforts to solve
these problenms that we get included in the process
rat her than excluded. That is all. 1'm being nice.
Bl ack Mol d.

MR. SHAPI RO: M. Castro, don't Black Mol d

MR. CASTRO: I"m going to Black Mold you

MR. SHAPI RO: No, you will be included.
You should be included. We all are well aware of
your position.

MR. CASTRO: You know, | got pretty hot.
I'm going to take nmy jacket off.

MR. SHAPI RO: Does anybody el se have
anyt hing --

MR. CASTROC: Bl ack nold. | do have
sonmet hi ng on Bl ack Mol d.

MR. SHAPI RC: No, rel ax.

MR. CASTRO: No, no. It's a good one.
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Your gentleman here, Ken Labey, | believe his name
is. W've had a talk, and he's agree to include us
in the process in the future. And for that, | want
to say thank you to the CHRB staff and comm ssi oner.
God Bl ess You.

MR. SHAPI RO. Thank you. And have a nice
Chri stmas, Santa.

MR. JAMGOTCHI AN: Comm ssi oner, Jerry
Jangot chi an.

MR. SHAPI RO: Before you start, |'m going
to ask that -- we will listen to whatever it is you
choose to speak on so long as it does not involve any
matter where a conplaint or any litigation or
investigation is taking place. W are not allowed to
hear that, okay.

So, if you want to address us on sonme
general subject that is not part of any specific
subj ect which is currently being dealt with by this
Board or any part of this Board, that is what we can
hear .

I f what you're hear to address us about is
sonet hing that is part of an investigation,
litigation, or conplaint we are barred fromlistening
to it.

MR. JAMGOTCHI AN:  You don't hear conpl aints
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from people with regards to Board matters; is that
what you're telling nme?
MR. SHAPIRO: We -- understand sonmet hing.

You have timed actions, which bar us from hearing

t hem

MR. JAMGOTCHI AN: The actions are agai nst
t he CHRB.

MR. SHAPI RO: I will turn to our Deputy
Attorney General, who we have to rely on. I simply

want to make sure that we are not --

MR. JAMGOTCHI AN: | accept that. The CHRB
has not been sued by me at all.

MR. SHAPI RO: | believe -- M. Knight, if
you woul d pl ease advise us, |I'maware that there is a
lawsuit that is pendi ng agai nst one of the people
that we license. And there is various comrunication.
There are all egati ons being made agai nst some of our
staff with respect to production of docunents. I
don't want to go into an area that would be inproper.

MR. KNI GHT: M. Jangotchian is represented
by counsel -- the defendant in a lawsuit -- is being
sued. He's represented by our office, by the
Attorney General's office.

And nmy advice to you would be that you not

have any di scussions with M. Jangotchi an about any
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of this relating -- anything to do with the conpl aint
he's made, a conpl ai nt about one of your stewards,
which is a potential disciplinary issue, which could
come before this Board.

And you have a lawsuit pending agai nst one
of your agents, and you should not be in
communi cation with him You're both represented by
counsel . If the counsel has some discussion, they
should have it with each other. The client should
not be out in front of his Board trying to push sone
poi nt that he may have that really pertains to his

conpl ai nt agai nst M. Sl ender.

MR.  JAMGOTCHI AN: I*'m not pushing anything
with regards to M. Sl ender. I'"'m hear to address the
Board on some concerns that | have. And that's
specifically what it's about. Pl us, | have an answer

for you on your ADW procedures.

Let nme give this to you, and then |'1|
provi de you - -

MR. KNI GHT: If this has to do with your
 awsuit or conplaints give that to your attorney and
ask himto give that to the attorney that's
representing M. Sl ender.

MR. JAMGOTCHI AN:  You can wish to review it

or not, | have the opportunity here, and | wil
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explain to you --

MR. SHAPI RO: No, you don't have the
opportunity. That's what we're trying to tell you.

MR. JAMGOTCHI AN: I have the opportunity to
address the Board. ' m not asking to say anything --

MR. SHAPI RO. We can cannot hear it.

MR. JAMGOTCHI AN:  You don't even know what
I *'m addr essi ng.

MR. SHAPI RO. Just give us the assurance it
has nothing to do with any of the matters that we've
been referring to.

MR. JAMGOTCHI AN: It has nothing to do with
my litigation with M. Slender.

MR. SHAPI RO Okay. And any matters --

MR. JAMGOTCHI AN:  Well, what matters are
you tal king about? Let me make my presentation, if
you feel there's something off balance, you can
address it. The first question | have is of horse
owners why |'m here.

"Il give you the answer to the ADW
questi on. This whole matter has been gone through
many, many times with regards to exclusive contracts
for revenue collection. Waste managenent has
exclusive contracts throughout many cities in the

Uni ted St ates.
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Interestingly enough, the cities now,
Beverly Hills is a classic exanmple, doesn't have
exclusive contracts anynmore. \What they have now are
franchi ses. Now, when the racing board -- |I'm was
interested in listening, but was there ever a right
to anybody like TVG in giving themthe right to
assign their rights to the rights that they have?

I mean, you allow people to sublease their

ri ghts. Is that something that is authorized under
the agreenments? It seems to me that if -- in this
particular case the trash franchisee, | can't

franchise ny trash service in the City of Beverly
Hills. I have to do it nyself.

By allowing TVG to franchise, or
sublicense, or create agreenents to generate noney,
the people that have m sstepped here are the people
t hat made the contact.

So, if somebody in this agency could | ook
at a trash conpany nodel, they'd see that the
i ndustry now i s not exclusive. It is directly a
franchi see or subl ease paynents directly to the
entity that has, in this particular case, the trash.
So, maybe your staff could consider that.

MR. SHAPI RO Thank you.

MR. JAMGOTCHI AN:  And allowing themto sign
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their rights it ridiculous. And speaking about
ridiculous, speaking as a horse owner now. I have a
hundred race horses. This is a very serious business
to me. \What occurred to nme at Del Mar race track
you've all become aware of, you've read the | awsuit.

My basis here is integrity of the racing
Board and the people that adm nistrate the rules.

Now, we have circunstances going on currently where
I've made public records requests as a citizen can do
to govern an agency.

The people that are providing the docunments
are not providing the docunents they have. They're
wi t hhol di ng the documents interestingly enough. Now,
as that package contains there is clear evidence that
we have a signed declaration by a former associate
steward who said that she sent six email
communi cations to Ms. Ferm n. Ms. Fermn's office,
Ms. Rose, Ms. Ross rather, has said no such
communi cati ons exi st.

MR. SHAPI RC: Ckay.

MR. JAMGOTCHI AN: This has nothing to do
with the |awsuit.

MR. SHAPI RO MR. Jangotchian, it does.

MR. JAMGOTCHI AN: It does?

MR. SHAPI RO: I"ve read -- please
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under st and

MR. JAMGOTCHI AN: -- Public Records Act.
MR. SHAPI RC: | understand. Ckay.
MR. KNI GHT: It's clearly rel ated.

MR. SHAPI RO It is related to the case
You are asking for this information related to your
case. We cannot hear it, okay? | suggest --

MR. JAMGOTCHI AN: Let me ask a genera
questi on.

MR. SHAPI RO: Let me finish. Have your
attorney contact our attorney. That is the proper
course of conmmuni cati on.

MR. JAMGOTCHI AN: The first issue | --

MR. SHAPI RO: Pl ease have him do that, and
then you will get a response.

MR. JAMGOTCHI AN: Don't worry. There wil
be di scovery propounded with regards to that. I''m
asking you as the Board, does the Board respect the
Public Records Act? Sinple question, does it wish to
follow the Public Records Act?

Does it wish to designate its enpl oyees and
request its employees to follow the Public Records
Act? That's the question. If it doesn't, then that's
fine.

MR. SHAPI RO But the Board at all tinmes
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1 wants to adhere to all of the regulations and the
2 acts that we are governed by.
3 Now, having said that, with respect to what
4 you're dealing with, it is related to your |awsuit.
5 | appreciate that you have invested so nmuch money in
6 horse racing, and | appreciate all that. I"m sinmly
7 asking you to please have your attorney deal with our
8 attorney so that we can properly adjudicate or deal
9 with the issues at hand. You are going about it
10 Wr ong.
11 MR. JAMGOTCHI AN: M. Knight just totally
12 spoke in something that we aren't even aware of. Up
13 until this morning at 10: 00, nobody from the State
14 had contacted by attorney with regards to M. Sl ender
15 at all.
16 So, if the State is going to pick up
17 representation for M. Slender, that's wonderful.
18 We'd |ike to communicate with the State. The State

19 has not addressed a defense from M. Sl ender.

20 MR. SHAPI RO: Again, please have your

21 attorney contact M. Knight. Can we just leave it at
22 that ?

23 MR. JAMGOTCHI AN:  We will as soon as

24 M. Knight advises us that he's representing

25 M. Sl ender.
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MR. SHAPI RO: I suggest that your attorney
contact M. Knight, and he can find out what
M. Knight's staff says, who he represents, who he
doesn't, what all the facts are. Pl ease address this
to M. Knight.

MR. JAMGOTCHI AN:  We'Il wait to see who
answers the Conpl ai nt.

MR. SHAPI RC: Is there anything el se?

MR. JAMGOTCHI AN: Yes, there is with
regards to another issue that | sent. It's in the
docunment cli pped. I requested a copy of the rules
whi ch the condition --

MR. KNI GHT: This all relates to his

l awsuit.

MR. JAMGOTCHI AN:  The rules of racing --

MR. SHAPI ROC: Okay. M. Jangotchian - -

MR. JAMGOTCHI AN: -- racing office --

MR. SHAPI RO: Do you need a set of rules?

MR. JAMGOTCHI AN:  Yes, | would like a set
of rules.

MR. SHAPI RO: OCkay. You give nme a business
card or address, and I will make sure that sonebody

fromour office sends you a set of rules you need.
Is there anything --

MR. JAMGOTCHI AN: Ms. Fermin told me
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there's no rules. There haven't been for two years.

MR. HARRI'S: The issue is, the rules are on
our website. I think the actual book of rules may
not have been published, but it's all there.

MS. FERM N: It hasn't been for, | believe
two years. The updated rules are on the website with
all changes and anendnents.

MR. HARRIS: So, everything is available to
t he public.

MR. KNI GHT: Again, this is a matter -- a
formal matter that's pending. There is going to be
formal response to his request. This is not
sonet hing that should be taken down here. It's not
on your agenda.

MR. JAMGOTCHI AN: First off, with regards

MR. SHAPIRO: Unl ess there is anything
totally unrelated to this --

MR. JAMGOTCHI AN: Yes, there is with
regards to the rules. How do the trainers know what
the rules are if there are no rule books avail able at
the CHRB office? It says in the condition book that
there -- is this current? Thank you. | appreciate
t hat .

MR. SHAPI RO Thank you.
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MR. JAMGOTCHI AN: That's good. That's al

| ask.
MR. SHAPIRO: Right. Thank you very nuch.
MR. JAMGOTCHI AN:  One other issue. Wth
regards to nore investigation. Is there a case

that's open?

MR. SHAPI RO:  Okay. Excuse ne. I don't
know -- if the mpre investigation has anything to do
related to anything that you have a cl ai m agai nst us

or an agent of us, if that's what you're referring

to, | suggest your counsel please contact our
counsel . It's the proper method of communication
M. Jamgotchian, | really hate being heavy

handed with you
MR. JAMGOTCHI AN: No, it's fine

MR. SHAPI RO: It's not fine. You are an

owner. You deserve to be respected. But you are
putting us in the -- position. Pl ease don't do that
Ckay.

You deserve every day in court that you
want . I have no problem with your pursuing anything
Do as you feel is in your best interest.

MR. JAMGOTCHI AN: | have done that.

MR. SHAPI RO Stay an active participant i

California racing. But pl ease understand, the
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position. So,

we're in, we're forced to take this

pl ease stop and have your counsel

contact our attorney.

MR.
have your enpl
MR.
meeti ng now.
needs to cone
MR.
M.

t he meeti ng.

JAMGOTCHI AN: But you aren't forced to
oyees violate the Public Records Act.
SHAPI RO: I"m going to adjourn the

If there is not anything el se that
before the Board?

JAMGOTCHI AN:  Thank you

SHAPI RO: There being none, | adjourn

Thank you.

(Meeting concluded at 2:30 p.m)
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	MS. FERMIN: Hello, I am Ingrid Fermin. We are here for the regular meeting of the California Horse Racing Board, which is being held on Thursday, January 19, 2006, commencing at 10:00 a.m., at the Arcadia City Hall, 240 West Huntington Drive, Arcadia, California. The meeting will open at 
	10:00 a.m., then the Board will adjourn into Executive Session with the regular meeting commencing at approximately 10:30 a.m. 
	(Half-hour Executive Session held.) 
	MS. FERMIN: We will reopen the meeting at the time, but before we go on, I would just like to ask everyone to please state your name and the organization that you represent for the court reporter. Thank you. 
	MR. SHAPIRO:  I would like to welcome everybody to the January meeting of the California Horse Racing Board, and we have a long agenda; but before we get started, I would like to make a few remarks. 
	First and most importantly, I would like to thank John Harris. John has led this board for the
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	past few years and has been a commissioner for many 
	years before then. 
	When I first came on the Board a year ago, John was the first person who called me and welcomed me to the Board, and since then besides forming a friendship with him, I found him to be the most untiring person that is dedicated to the overall welfare of the horse racing business in California. 
	I think it is rare when you find somebody that is of the stature of John Harris who will devote as much time and energy as he does to the general welfare of this industry. And it is an honor both to follow him as chairman on this Board, but I think it is an honor for the entire industry --to sing his rendition of his song, "Happy Trails to You," because thankfully John has continued to serve on the Board, I think the industry deserves to thank John. John deserves out thanks. So, John, thank you. 
	MR. HARRIS: Thank you, Mr. Chairman. 
	MR. SHAPIRO: I would also like to make a couple of comments moving forward in terms of my being chairman. Over the last year what we have seen is an industry influx and lots of challenges.  We see less horses, less owners, and we see less fans, and some of our tracks in jeopardy.
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	In my role, I hope to try to bring unity to this industry and try to bring everybody together as much as possible. And in trying, that we can all look at the CHRB being not just as a regulatory agency, but an agency that is here to help and promote this industry so that we can have a firm and good future. 
	I have also heard periodically that people have said oh, he, meaning me, is aligned with one interest or another. And I wanted to address that, because frankly most of us that sit up here are the only people in this entire room that have no financial interest in what happens. 
	I do not have a financial stake in which racing association or organization succeeds.  This is done out of our pure passion and desires to see a score thrive and succeed. 
	So, I want to make sure that everyone realizes that as we sit here truly unbiased, our desire is to see this industry succeed. And I will make myself available at all times at any segment of the industry so long as those people coming forward are looking for the overall benefit of this industry, not just of the specific interest. 
	So, I do hope that everyone will work
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	cooperatively over the next year, and I think that everyone needs to be held accountable to protect the integrity of our game, and that includes the CHRB, staff, and officials. 
	So, having said that, I hope I can do some amount of justice as John did as chairman, and we can move forward and have a successful 2006. 
	The first order of business is to approve the minutes from the meeting of December 1st, which are in the packets. Does anybody have any comments on the Board to those minutes and corrections? 
	MR. HARRIS: I think there was one. On the discussion we had about the --I think the "No" votes were from me and it shows here -
	-

	MR. SHAPIRO: Okay.  We will make that 
	change as noted. Are there any other changes? MS. WAGNER: Commissioner? MR. SHAPIRO: Yes. MS. WAGNER: Just so I get the --could you 
	tell me where you are reading at? MR. HARRIS: Yeah, it is on page -MR. SHAPIRO: It is on page 6. MS. WAGNER: Page 6? MR. SHAPIRO: Page 6, right. Just above 
	-

	the jockey -
	-
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	Are there any other corrections, additions, changes? There being none, do I have a motion to 
	approve the amendments? MS. MORRETTI: (No audible response.) MR. SHAPIRO: Second? MS. GRANZELLA: I. MR. SHAPIRO: All those in favor? MR. ANDREINI: I. MR. MOSS:  I. MR. BIANCO: I. MS. FERMIN: I. MS. MORRETTI: I MR. HARRIS: I. MS. GRANZELLA: I. MR. SHAPIRO: The motion is approved. The next agenda item is the Medication 
	Committee. Commissioner Bianco, would you like to report on the Medication Committee? 
	MR. BIANCO: We had a meeting this morning, and we put on hold for about a 30- or 60-day period the approval of a rough draft on new regulations. We will try to have some meeting over the next month with the interested parties to get some clarification and finalization of what has been proposed on 
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	 9
	 9

	 1 
	 1 
	medication items.

	 2 
	 2 
	With that, there was no further business.

	 3 
	 3 
	So, we have a meeting that will be scheduled in the

	 4 
	 4 
	next week, I would assume, for all the interested 

	TR
	parties. 
	Thank you.

	 6 
	 6 
	MR. SHAPIRO: 
	Thank you. 
	Commissioner

	 7 
	 7 
	Harris and I both attended that meeting, and I

	 8 
	 8 
	believe what we are going to try to do is have a

	 9 
	 9 
	series of meetings so that all segments of the 

	TR
	industry, all breeds will be able to give input into 

	11 
	11 
	the proposed RMTC guidelines, uniform rules, and 

	12 
	12 
	penalties. 

	13 
	13 
	   And it is a essential that we ask everybody 

	14 
	14 
	who is a participant in the industry to get to the 

	TR
	members including the vets, the trainers, the owners, 

	16 
	16 
	so that everybody has notice of this meeting and can 

	17 
	17 
	weigh in on that. 
	So, I think it is an important 

	18 
	18 
	meeting. 
	So, thank you. 
	Given that item, I believe 

	19 
	19 
	that we will omit item No. 3 from the agenda. 

	TR
	Moving to item No. 4, discussion and action 

	21 
	21 
	by the Board on the proposed addition of Rule 1920.1, 

	22  
	22  
	Heightened Surveillance. 

	23 
	23 
	MS. WAGNER: 
	Jacqueline Wagner, CHRB Staff, 

	24 
	24 
	this proposal Rule 1920.1 was originally proposed as 

	TR
	an emergency regulation at the recommendation of the
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	Ad Hoc Committee. 
	At that time the Ad Hoc Committee had concluded that abnormal changes in some horse's winning patterns, unusually high winning percentages, and routine drug tests results --prohibitive levels were resulting in at least the perception that some horses were receiving medication that they should not be receiving. 
	And these horses are testing were not testing positive in the post-race and hearing tests. In response, 1920.1 was proposed as an emergency regulation. Unfortunately, the OAL disapproved that proposal as an emergency test. And in response, we have revised the regulation to address the concerns that the OAL raised. 
	The rule provides that any horse, stable, or trainer that is on the premises as defined by the Board's rules may be subject to heightened surveillance during period of ten days immediately preceding and during any race meeting if such horse, stable, or trainer has certain medication violations within a specific time. 
	The rule also specifies the criteria that the Board will look at --the specific criteria that the Board will look at to place a horse under
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	surveillance. That rule is included in the packet for review, and staff would recommend that the Board direct us to go ahead and initiate the 45-day comment period. 
	If I may, in that recommendation I would also like to bring to the Board's attention that under A subsection 1, we could make reference to the criteria that a horse, or stable, or trainer receiving in excess of three medication violations warranty a category C or D penalty within the preceding 36 months, and subsequent to that Section 2 also references the category A or B penalty within the preceding 12 months. 
	Referring to the previous item that we just discussed and the fact that that item is indeed on hold, we may be able to take into consideration going forward with this at this particular time. 
	MR. SHAPIRO: Thank you. 
	MR. HARRIS: One comment I had.  I was not clear. It seemed to me that anyone on the back stretch should be subject to heightened surveillance if --I certainly hate to say that to be in the heightened surveillance category, you have to meet one of these criteria. 
	It may well be that there is someone who is
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	felt needed heightened surveillance for whatever reason, I would hate to say that we did not have a that latitude. It may be that the rational person would say these folks would be prime candidates, but I hate to see it limited where if we decided to do heightened surveillance on somebody who did not meet these categories, that would be in violation of something. 
	MR. SHAPIRO: I agree with you. When I saw this, and I saw under A the five items that were listed, my first question was, where did these come from. Who wrote these? And I had questions and concerns about the way that we were doing this.  Who wrote these? 
	MS. FERMIN: Those came out of the Ad Hoc security meeting when it was first discussed at heighten surveillance. 
	MR. SHAPIRO: Well, my understanding is that we went in under an urgency basis to try and get approval to have heightened surveillance, and we were turned down by OAL? 
	MS. FERMIN: As an emergency. 
	MR. HARRIS: Just as an emergency.
	 MS. FERMIN: That was just as an emergency. 
	MR. SHAPIRO: Right.
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	MS. FERMIN: The concept was not turned down. 
	MR. SHAPIRO: Correct. And my view is I am not really comfortable with the requirements that we have to meet here. I think that John is correct. If for some reason we want to have heightened surveillance anywhere within the enclosure because of some suspicious activity or concern, I'm concerned that we are being limited by these rules here. 
	MS. FERMIN: I think maybe Derry has some input here. I think we have that right now. MR. HARRIS: I don't see if we have the right, why are we doing it this way? 
	MR. KNIGHT: Yeah, I know that came up initially because there was concern because you are already doing this in some instances.  But I do think that that is a legitimate concern. 
	I think we ought to play around with the language a little bit to make sure --the problem you have is once you get something this specific downstream there is going to be arguments made with some basis that --this is the only basis you have to do that. So, I think we ought to do something either that makes --this is not the exclusive authority for taking this kind of action.
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	MR. SHAPIRO: Let me ask you a question. Do you feel that right now the CHRB has the ability and right to install video cameras anywhere within the enclosure that it would choose, or place guards where ever it would choose, or have heightening surveillance at its discretion. Do we have that right in your opinion? 
	MR. KNIGHT:  I have not looked at this for a long time. But my recollection at the time we first looked at it that was our view, yes. You do have that authority. 
	MR. SHAPIRO: So, if we have that authority now and it is not limited by factors that are outlined here in this rule, I'm not sure why to we are taking the action to enact this rule. 
	So, personally if you are of that opinion and we already have these powers, then I would propose that we not proceed any further with this rule, unless I'm missing something. 
	MR. MOSS: Well, I think this came about because everyone is concerned. So, I believe these meetings that were taking place, the Ad Hoc meetings, were full of a lot of passionate people that wanted to do something about what was considered a serious situation.
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	I mean, if we are saying that we can do this without, you know, we can create surveillance without having a law any time we like, well, then fine. 
	MR. SHAPIRO: Well, that is why I asked the question I did.  It is my understanding from what Derry just said that this rule isn't adding anything, and in fact maybe limiting the power that we already have. 
	MR. HARRIS: It sounds like if you don't fit these categories --regardless, it's not intrusive. It's not like by doing it you are hampering a person's ability to operate. 
	MR. DERRY: Well, my recollection -
	-

	MS. FERMIN:  Well -
	-

	MR. DERRY: Go ahead. 
	MS. FERMIN: I was just going to say what 
	if 1 through 5 were eliminated? 
	MR. SHAPIRO: Well, again that gets to the point, and maybe we need for Derry to weigh in on this. I agree that the original intent here was to cover all basis to make sure that if we chose to put in cameras on a particular barn, or guards on a particular barn, or anything that we felt was to protect the integrity of the game, that we were being
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	belt suspenders with this rule. 
	Now, if you are telling us, and maybe we need you give us a opinion, whether we have that right now or not. This rule as it is currently written I am concerned we weakens our ability. 
	MR. KNIGHT: Well, let me go back. Part of the issue is that if you have standards that you are using, criteria if you will, for taking certain action, which obviously would impact the trainers and the owners that are involved, there is a certain stigma -- a minimum that presumably attaches to the fact that your horse has been sequestered from the rest of the horses. 
	If you are using criteria under State law, you can't just do this on an Ad Hoc basis if you in fact have rules.  And the way I recall this came up in terms of regulation was there was a discussion of a checklist of what was going to be used for purposes of taking this action. 
	Apparently that was -- I don't know if this is going on now, but apparently on an Ad Hoc basis this was already happening to some extent anyway, and these were some of the criteria that had apparently triggered these Ad Hoc actions. 
	However, if you are going to develop a
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	checklist that you give to the stewards that says if any of these things happen, then here's what you are to do. That requires a regulation. 
	And I think that is kind of how we got into the need for regulation here, because I think the first I saw for example, I saw the list of these trigger events, if you will, and that concerned me from a regulation standpoint that you do have to have a regulation.
	 If you are going to give your staff a checklist that they look at and when A, B, and C occur, they're suppose to do something else, then that requires a regulation. 
	That is kind of how we got where we are, I think.  While you may have the ability to do this on an Ad Hoc basis, you don't have the ability necessarily to have these criteria that you operate under. 
	MR. HARRIS: But if we suggest criteria, by doing that, we are saying if you don't meet these criteria then you could not be subject, and I think we want it where anybody can conceivably subject --if the opinion of the investigators or executive directors that they warrant a closer look.
	 MR. MOSS: Yeah, but somebody is saying -
	-
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	 1 
	 1 
	well, let's say a horse's, you know, the history has

	 2 
	 2 
	dramatically improved --performance of horses from

	 3 
	 3 
	training --on multiple occasions.

	 4 
	 4 
	And we don't have this in writing as Derry 

	TR
	has mentioned. Somebody would feel we are picking on

	 6 
	 6 
	them, that we are being unfair to them. Even though

	 7 
	 7 
	we have the right to do that, if it is not written

	 8 
	 8 
	down, he might charge us with being unfair in some

	 9 
	 9 
	way --and put cameras in his barn, and all that kind 

	TR
	of thing. When this would allow us to do that 

	11 
	11 
	without even any mention. 

	12 
	12 
	MR. HARRIS: Well, if we have some 

	13 
	13 
	suspicion, but the person doesn't fit the needs and 

	14 
	14 
	we want to do it, I would hate to --the guy who goes 

	TR
	to set up the camera, he says you can't have a camera 

	16 
	16 
	there, because I do not meet the criteria.  I haven't 

	17  
	17  
	won a race since -
	-


	18 
	18 
	MR. MOSS: Well, then the camera wouldn't 

	19 
	19 
	be there. 

	TR
	MR. HARRIS: Well, maybe the guy is doing 

	21 
	21 
	something, but just the fact that he's winning races 

	22
	22
	 doesn't necessarily mean he's doing something. We 

	23 
	23 
	want the ability to be very flexible, and I guess it 

	24 
	24 
	gets down to rights of unreasonable search and 

	TR
	seizure and all these kinds of things. It is pretty
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	nonintrusive. We're not saying we're going to go out to the guy's car any time he comes in. 
	MR. SHAPIRO: What I would suggest is that we delete items under subsection A items 1 through 5 and that we just keep the language there that says --end the sentence "and during any race meeting if such horse, stable, or trainer is within the enclosure or within the premises overseen by the CHRB," and then just leave in paragraph B. 
	That basically allows us to use whatever measures that we feel and deem are appropriate for protecting the integrity of the game, but not be held to specific standards. 
	I mean, there may be a horse that is improving dramatically from the claiming ranks or other classifications, and it says on multiple occasions, or what happens if a win ratio is at 24.5 percent? 
	These items --is my opinion is just too limiting. So, I would propose that if we feel we need to have such a rule to protect the integrity, then I would simply say that we should delete these items. 
	It's my understanding these items were kind of reflective or responsive to when we were asking
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	for emergency status. So, I'm not sure we need them anymore. 
	MR. MOSS: The only question I have is we are a Board and we meet once a month, the stewards are active every day, and they need some guidance perhaps. That is the question I have. 
	MR. HARRIS: It's not the stewards --the stewards wouldn't be the ones to implement this. You have to keep in mind they're going to hear the case. But the ones that are really doing this are investigators, which we have got several in each track. 
	So, the investigators are the ones that are actually interested in heightened security. 
	MR. JAMGOTCHIAN: May I address this matter? It really affects what I am here for. My name is Jerry Jamgotchian. Mr. Moss, you bring up something that is very significant. Somebody mentioned that the stewards don't make decisions to post guards at stalls when that is absolutely not true. 
	MR. SHAPIRO:  Okay. Mr. Jamgotchian, I'm going to have to interrupt you -MR. JAMGOTCHIAN: This is important. You can't cut me off.
	-

	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	MR. SHAPIRO: If you want to talk --I can cut you off. Do not talk about any specific instances. 
	MR. JAMGOTCHIAN: Right. In a nonspecific manner, it is been proven and shown that stewards can send security guards to stalls and keep horses from being removed from the grounds or remove horses from stalls without any hearings.  There is somebody in this room right now who had her horse taken by the stewards without a hearing. 
	My horse has security guards posted at its stall and was not allowed to be removed from the grounds. So, Mr. Moss brings us something you all ought to listen to. There have to be specific criteria to give stewards direction. If not, stewards at the request of Ms. Fermin or anybody else can do whatever they want.  You need to specific criteria. Thank you. 
	MR. SHAPIRO: Thank you. What I would suggest is that --I would recommend that we ask for our attorney general to go back and look at it and advise the Board more specifically on what our existing rights are now, what this rule does both to limit them or increase them so that we can make a more informed decision if that would be okay with the
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	rest of the Board. MR. BIANCO: Fine with me. MR. SHAPIRO: There being none, then that 
	is what we'll do and we'll move forward. 
	Item No. 5, discussion and action by the Board on two proposed amendment of Rule 1472, Rail Construction and Track Specifications, to accommodate the installation of polymer or wax coated sand racing surfaces. 
	MS. WAGNER: Jacqueline Wagner, CHRB staff. At our last Board meeting in December, the issue of Polytracks and installation of them on California race tracks was discussed. Polytrack as you know are currently used in Europe and parts of the United States. And they're viewed by many in the industry as a promising long-term solution to the problematic organic race tracks surfaces. 
	The proposed amendment to Rule 1472 would allow for the installation for Polytrack here in California. Specifically, the amendment would provide that a polymer or wax coated sand track surface shall conform with the minimum recommendations of the manufacturer regarding the percent of cross --and then the requisite drain installation.
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	 1 
	 1 
	I've discussed this language with Craig

	 2 
	 2 
	Fravel. 
	He may be able to run some additional

	 3 
	 3 
	information to you. 
	That staff would recommend to

	 4 
	 4 
	the Board direct us finished a 45-day commentary on

	 5 
	 5 
	this rule.

	 6 
	 6 
	MR. SHAPIRO: 
	Thank you. 
	Do any of the

	 7 
	 7 
	commissioners have any comment? 
	Does anybody in the

	 8 
	 8 
	audience?

	 9 
	 9 
	MR. HARRIS: 
	Are we checking --I think it 

	10 
	10 
	is a good idea to obviously allow Polytrack but is 

	11
	11
	 that part of a track's obligation to verify that 

	12 
	12 
	those percentages are correct? 
	I have never seen 

	13 
	13 
	anybody go out there and look at it. 

	14 
	14 
	MR. SHAPIRO: 
	I don't know. 
	I know that we 

	15 
	15 
	do a track inspection before the beginning of each 

	16 
	16 
	race meeting. 
	Now, whether or not somebody actually 

	17 
	17 
	measured these percentages I don't know. 
	Perhaps we 

	18 
	18 
	could hear from the staff or some of the industry who 

	19 
	19 
	would advise us. 
	Mr. Schiffer? 

	20       
	20       
	MS. MORRETTI: 
	I just have a question about 

	21 
	21 
	it too, and then perhaps you will be able to address 

	22 
	22 
	it. 
	In terms of --I think Jacqueline you said 

	23 
	23 
	according to the manufacture's whatever 
	--my concern 

	24 
	24 
	about the Polytrack is in terms of method of 

	25 
	25 
	application and quality control of the materials
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	being used. 
	And is there one way to do it?  Is there one --is there a ratio of certain sand to the polymers, to the this, to the that, that makes it the best qualified track so that if Hollywood decides to do it, or Del Mar decides to do it, do we know that we are going to have the same consistency at both tracks? The whole quality control issue is one I'm concerned about. 
	MR. SHAPIRO: My understanding is that the 
	formula is different at every track. MR. HARRIS:  It's customized. MR. SHAPIRO: Based on weather, humidity, I 
	mean all those are factors you --but California's 
	Polytrack expert is standing at the microphone. 
	MR. FRAVEL: Craig Fravel, Del Mar Thoroughbred Club.  I think that is a very legitimate question, but the actual formula itself is a rather well kept secret. It's kind of like the mixture for making Coca-Cola.  But by enlarge, there is very close approximation between the various quantities of materials used. 
	For example, I can tell you the basic criteria for the sand that's utilized. And that's not a big secret. It is supposed to be in excess of
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	90 percent Silica so that it is sufficiently hard so that you wouldn't have break down and compaction issues that you would have with a normal race track. 
	So, there are some standards that I think would be useful to make sure the Board is apprised of what those are. And ultimately I think --there are other folks out there who will or will in the future make similar surfaces. 
	So, I wouldn't suggest that Polytrack will be the only one ever made. I think as a reasonable goal it would be a great thing if all the race tracks in California were very similar from a performance standpoint.  So, I'm not sure if that answered your question, but it is pretty specific in terms of what's in there. I don't think you have a huge variation in quality control issues. 
	MR. SHAPIRO: But going towards Commissioner Morretti's comment, how do we know that --how do you know that the formula as used is going to work and be safe so that there isn't a problem --but I guess if any track surface -they're all different today anyway, aren't they? 
	-

	MR. FRAVEL: Oh, yeah. They're all rather --well, Santa Ana and Del Mar are probably relatively close in terms of there actual content,
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	but still not identical. And they are all different. 
	Part of that is environmental. I mean the situation at Del Mar is different than in Hollywood from an underground soil standpoint.  And also material. There is virtually no way to assure that each and every batch of this stuff is going to be the same. 
	That they are doing test mixes shortly at Hollywood Park of various sand sources and other things. And I think the logical answer to that is we just all need to work together and monitor how that's done, and we should sit down and discuss that very issue. I don't think we have any objection to figuring out to provide those kinds of assurances. 
	MR. SHAPIRO: Have you reviewed these proposed specifications, and are they broad enough? 
	MR. FRAVEL: The only thing we really talked about is the percent of slope in the turns and in the straight-away.  Basically an application in Europe at a turfway park, they have attempted to get as flat a surface as possible and the straight-away, and a two and a half percent or slightly greater grade in the turns. 
	And the reasons for that I think are
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	simple. One of the rationales for banking other than the centrifugal force issues of horses going around turns is to provide particularly in the straight-away appropriate drainage for race tracks. 
	In our tracks currently all drain to the inside, which is beneficial in terms of getting water off, but also it creates biases, and either dead or alive rails, speed biases or anti-speed biases and all that kind of stuff. 
	The beautiful thing about the overall Polytrack installation is that it starts from the bottom up. And it features a very state of the art draining system and subsurface that will be very consistent between the various race tracks assuming they all follow the engineering guidelines that has been suggested to everyone. 
	And basically it drains vertically. The water goes right through and drains out through the drainage system so that you don't need water running off the top when it's raining. 
	So, there is a substantially lower degree of need for banking from a drainage standpoint. You still have some banking in turns, but both according to anecdotal evidence and some testing that we have had done by the University of Maine as well as
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	someone over at Davis that the shear strength of the surface is much greater than a traditional race track.
	 In other words, it doesn't break out from under the horse's hoof even though it has very friendly compaction so that the horses losing their footing on the way around the turn, at least from everything I've been told at Turfway Park and in the UK is really not an issue. So, the shear strength of the product makes up for the lack of banking in the turns if you will. 
	And unfortunately he's not here, I know Richard Mandella is a huge proponent of trying to eliminate some of the grade particularly in the straight-aways of the race tracks because he just doesn't feel it's good for horses to be running at a tilt all the time. And I think probably most  trainers would feel that way.  If you can reduce banking particularly in the straights that's important. So, that's the genesis of what we're asking for here. 
	MR. HARRIS: I sort of wonder if really we should be regulating banks.  It seems like it should be up to the horsemen and tracks and what they think is the best bank rather than the CHRB coming in and
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	saying this is the bank you should have. 
	MR. SHAPIRO: I don't have an opinion on it. I don't know why it is in our rules to begin with. 
	MR. FRAVEL: I think it was in the rules to begin with because there was rather a significant lack of consistency 10 or 15 years ago when we adopted these regulations that govern track safety. 
	And Mr. Fontana is here. We went through a whole slew of meetings within the industry to come up with some clear safety criteria, which I think has been well received nationally in terms of how race tracks should be handled on a consistent basis on every track California, the safety rail. 
	We all meet certain minimum requires, and the inspection of the requirements that the CHRB has under those regulations has been helpful in making sure you don't lose sight of those issues.  But I think this is one in particular item where we all are looking for the answer to the race track surface issue. 
	And now we think we have a very promising one, and the feedback we have gotten is that we don't need quite the specificity on that particular item regarding slope.
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	MR. SHAPIRO: Well, if it makes sense that if horses could run on a truly flat surface versus one that's got a crown, or has got a slope, or something like that, that does not contribute to you would think to better soundness. 
	I did participate with Del Mar and a bunch of other people in a presentation of the 22nd Agriculture District and you showed at that time a presentation, which was helpful to them to understanding what Polytrack is. 
	I would suggest as you may recall in our February meeting, you promised to bring a discussion back on track surfaces. I would ask you bring that presentation so that all the Board members and anybody who hasn't seen how Polytrack is actually installed and what's involved with the draining system, and the base, and everything, they could be more enlightened on it, because I think it would be helpful in understanding -
	-

	MR. FRAVEL: And I should also add in the future that we have been working with Wayne Mackeroy and Dr. McPeterson on project as well as Sue Stover. I think that our scientific ability to evaluate the shear strength and compaction issues related to these race tracks will improve dramatically in the next
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	year.
	 They're developing equipment, McPeterson is, that will help us measure on a day-to-day basis what's going on with the racing surface.  And that will have utility for Polytrack or traditional racing surfaces as well.  So, I think the opportunity is there to get more and more scientific about this particular issue. 
	MR. MOSS: Just one little question, because I know Del Mar has so many other events on that race track over the course of a year.  Has anybody made any kind of finding as to how this affects Polytrack 
	MR. FRAVEL: Well, we have discussed that at length with Martin Hall and the developer and -the only thing that really goes on a regular basis on than track other some horse events is how the lights, which is the thing that goes on the outside of the race track, and we've discussed that. 
	-

	Even currently that stays on the outside 12 feet or so. And we don't think it is really problematic on that basis. But he's not actually concerned with the vehicular traffic over the surface. 
	MR. SHAPIRO: Does anybody else have any
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	 1 
	 1 
	comment?

	 2 
	 2 
	MR. SCHIFFER: 
	My name Dan Schiffer. 
	I

	 3 
	 3 
	represent Pacific Coast Quarter Horse Racing

	 4 
	 4 
	Association. 
	We are concerned about this amendment 

	TR
	for several reasons, one being that often times the

	 6 
	 6 
	decisions are made by the Board, by the industry

	 7 
	 7 
	without taking into account the different interests

	 8 
	 8 
	including the quarter horses.

	 9 
	 9 
	And at this point, the polymer track has 

	TR
	not been studies as to suitability for the quarter 

	11 
	11 
	horse as a quarter horse racing surface. 
	We 

	12 
	12 
	understand that the AQHA is presently contemplating a 

	13  
	13  
	study. 
	We are going to attempt to push the AQHA to 

	14 
	14 
	move that study forward as a priority and see what we 

	TR
	can find out about the suitability. 

	16 
	16 
	We understand that the manufacturer of the 

	17 
	17 
	Polytrack that everybody is looking at has not done 

	18 
	18 
	studies regarding quarter horses, and it concerns us 

	19 
	19 
	because if this regulation is a precursor to a 

	TR
	mandate that all tracks are to put in this type of a 

	21 
	21 
	surface and the manufacturer hasn't done their 

	22 
	22 
	homework on this, are we going to be bound by 

	23 
	23 
	Thoroughbred type standards which may not be 

	24 
	24 
	appropriate for the quarter horse racing industry. 

	TR
	In that regard, we would like you to move slowly and
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	to take into account the quarter horse. 
	MR. SHAPIRO: I think your point is well taken. Would you be more comfortable that if the revisions that we were talking about apply to those race meetings that were Thoroughbred race meetings. 
	And then when the data is in that the old standards would exist for tracks that are not of a Polytrack type surface, or the breeds the same I'm sure with a harness. I have no idea how it would work for harness racing. 
	You are right. We have focused on Thoroughbred racing. I don't think anybody's intent, at least, I'm not aware of anyone's intent to try and put this into use in a situation would be appropriate. 
	But we also want to make it available for those tracks that do put in Polytrack That the rules will permit it, and I understand that for quarter horse racing or harness racing that that may have to follow in terms of any mandate the Board decides to make in the matter. Would you be satisfied if basically the status quo -
	-

	MR. SCHIFFER: I do believe the quarter horsemen believe that we should be flexible in regards to the use of this. And we do, if it is a
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	surface conducive for our industry, we definitely 
	will embrace it. 
	And I don't think that the language as it is other than the word manufacturer is problematical unless we go to the next step where the Board is mandating this surface is to be used. 
	What my point is, is if the AQHA as an outside body is doing the study and the manufacturer doesn't adopt it --that study for whatever reasons, we may blocked into a configuration that is not appropriate for our industry. And I think that is the basis of our concern. 
	MS. MORRETTI: Do you know when that study will be completed? 
	MR. SCHIFFER: It hasn't been a priority, but we are going to try and push it as a priority. So, I don't have -
	-

	MR. HARRIS: All this regulation does, it says if you have a Polytrack you are not bound by the percentages of slopes. If you don't have a Polytrack you are, which I don't know if we should even delve into that. 
	But clearly this only impacts slopes on Polytracks, and I could see where obviously quarter horse people need to look at. Although, there is no
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	real evidence that it should be a problem with quarter horses. MR. SCHIFFER: Not so far. We don't know at this point. 
	MR. SHAPIRO: We understand that, but we need to make sure that our rules are flexible enough to allow those tracks that decide that they want to put in a Polytrack or that the rules will allow them to do so and not be in violation of our rules. 
	MR. SCHIFFER: I understand. 
	MR. SHAPIRO: I think that's our intent. 
	MR. SCHIFFER: I think our main problem 
	with the proposed language is the use of the term manufacturer's specification, where it may be a more general term could be used such as the best specification or safety, or whatever.  I'm not sure of the language. 
	MR. SHAPIRO: Can I suggest that you come back in the comment period or propose to us a revision that you would find that would be acceptable to you and so that we can then incorporate it into the rule. 
	MR. HARRIS: I would implied that obviously the track -- is going to have input into it.  So, it is not strictly the manufacturer -
	-
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	MR. SCHIFFER: Thank you. 
	MR. SHAPIRO:  I think we should also make the point that we keep calling it Polytrack I'm not sure that it isn't when we say Polytrack what we are referring to is a Polytrack type of surface. It may be Tepeda. 
	I know Mike Dickenson has a competing product that's called Tepeda. It is the same type of an idea, but I don't think we are mandating that it must be a specific manufacturer's track surface. 
	MR. LIEBAU: Mr. Shapiro, my name is Jack Liebau and I am from Hollywood Park. I think the term Polytrack as much meaning and has gotten to be any sort of track that is other than a dirt track. 
	I am certainly not an expert on Polytrack and not in Mr. Fravel's league in this, but I have just returned from England.  And the tracks that are now being installed by Martin --aren't referred to as Polytracks. They're referred to as Echotracks. 
	And what the difference is I don't know. But one of the main problems that there is now that Commission Morretti brought up is I don't think you can ever specify what goes into this "Polytrack". 
	The most successful Polytrack I think is at --in England. It has a component called jelly
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	cable in it. And the new tracks over at Hampton and at Turfway do not have jelly cable.  And that might be a reason why there is no kickback. 
	But with that said, I would just like to say with respect to this regulation I would certainly think it needs to be adopted. If it in any way inhibits the future installation of "Polytrack," but I was wondering if Derry could comment as to whether you could incorporate in a State regulation some unknown manufacture's specifications. 
	So, I guess I'm with Mr. Schiffer here in that maybe the regulation could delete the reference to the manufacturer's specifications, which are one, we don't know who the manufacturer is, we don't know what the specifications are, and we are incorporating some private specifications if they even do exist in State regulation, which I would think there might be a problem with, but I would certainly care on it. 
	MR. SHAPIRO: I think the point is well taken, and I don't know if we should be referring to it as a polymer base, or a synthetic track, or lack of a proper term --I kind of hate to keep using the word Polytrack when there are other manufacturers -to be that we are licensing or intending to license only one manufacturer.
	-
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	 1 
	 1 
	So, I think that's a good point and that we

	 2 
	 2 
	should look to not just adopt one manufacturer.  So,

	 3 
	 3 
	if staff will look at that, I'll work with Derry.

	 4 
	 4 
	MR. SHAPIRO: I think that is probably a 

	TR
	trade name similar to Polytrack is what Echotrack

	 6 
	 6 
	would be. It is the same issue -Michael Dickenson
	-


	 7 
	 7 
	calls it Tepeda, but it is really the same idea.

	 8 
	 8 
	With that moving forward, I would entertain

	 9 
	 9 
	a motion to approve this with the comments 

	TR
	incorporated that have been made if we can. I just 

	11 
	11 
	want to see it move along. It's got to go out for 

	12 
	12 
	comment. 

	13 
	13 
	MR. HARRIS: I don't know if we could just 

	14 
	14 
	take out --basically we are saying you guys just 

	TR
	have to figure out how the slope works. Could we 

	16 
	16 
	just take out that it is --the polymer or wax coat 

	17 
	17 
	in sand track surfaces shall not have to conform with 

	18 
	18 
	the slope references? 

	19 
	19 
	MR. SHAPIRO: Or just be acceptable to the 

	TR
	Board at which point we would have the latitude to 

	21 
	21 
	have the presentation of what's made to the Board. 

	22  
	22  
	We can then make sure it is safe. 

	23 
	23 
	MR. HARRIS: Well, I think whoever pays the 

	24 
	24 
	$8,000,000 hopefully is smart enough to figure out -
	-


	TR
	MR. SHAPIRO:  That is why not being track
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	experts I think we are going to approve it. But I'm 
	saying the same thing. MR. HARRIS: Yeah. MR. SHAPIRO: Okay. So, will you make -
	-

	someone make such a motion? 
	MR. HARRIS: I just move that the slope provisions in this section will not apply to polymer or wax coated track surfaces. 
	MS. MORRETTI: I thought that is why we are doing this. 
	MR. HARRIS: Well, right now you couldn't put a polymer track in if it didn't comply with our slope criteria.  We are saying the polymer track -slope criteria. So, we're just saying what goes into exempt polymer tracks --the slope criteria. 
	-

	Obviously just because we exempted this -obviously the track and horsemen are going to have input of what they come up with. 
	-

	MR. KNIGHT: How about making it subject to Board's approval? 
	MS. MORRETTI: Yeah, because I think we have to have parameters because we don't know enough about this. 
	MR. KNIGHT: Exactly. MR. HARRIS: Right. Well, I guess you can
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	approve it, but obviously as millions and millions of dollars are invested in the horses and tracks, I don't know if it is our role to say what slope we want. You want these guys to figure out what's going to work for them. 
	MR. MOSS: So, I think we need it exempt -MR. HARRIS: I think going we just need to exempt polymer tracks from the slope -
	-
	-

	MR. SHAPIRO: Well, and I think that going to the other comment is that in Item No. 3 at the very last page, "And they shall conform to acceptable standards to the CHRB." And I am not finding what those standards are because they'll be presented to us I'm assuming as part of any installation of a track. 
	MR. FRAVEL: Craig Fravel again. As I recall when we wrote the regulations 10 or 15 years ago, we provided in them that specific provisions could be waived by the Board if the proponent of the change made an application to do that and provided ample rational for --and for example Del Mar would do something a little different on the ten-foot requirement because of the configuration of our track. 
	So, I think if you just simply wrote some
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	language to the affect that the Board can waive that particular requirement upon presentation of an application therefore by a race track, that probably would get us where we want to go. The whole idea is to shorten the time frame that we have. 
	MR. SHAPIRO:  Correct. 
	MR. FRAVEL: If Del Mar were going to do this for example, time is running tight for --almost '06, but even if we wanted to do it for '07, we can't wait for nine months of rule making to take place to do these things. So, the idea is to give you guys and us the ability and that's all we're looking for. 
	MR. SHAPIRO: That's all we're trying to do. 
	MR. FRAVEL:  If it means that we come back to the Board with an application that specifies the justification for the waiver of those slope requirements, I don't think anybody is going to object to that. 
	MR. SHAPIRO: Okay. So, do you want to incorporate that into your motion? 
	MR. HARRIS: I still don't why we need the slope requirements for polymer track. I think we don't know --obviously, the tracks and the polymer manufacturers should decide that. I just don't think
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	 1 
	 1 
	we need a requirement.

	 2 
	 2 
	MR. FRAVEL: Well, at some point, you

	 3 
	 3 
	probably need some --you know, I am not a big fan of

	 4 
	 4 
	regulations, but you do need to make sure that --for 

	TR
	example, part of the reason you can eliminate the

	 6 
	 6 
	slope is because of the drainage system you are going

	 7 
	 7 
	to put in.

	 8 
	 8 
	     Now, somebody could say in five years from

	 9 
	 9 
	now who's not at this meeting and buy Hollywood Park 

	TR
	next month, "Well, I don't want to put in the 

	11 
	11 
	drainage system, but I want to put in the Polytrack 

	12 
	12 
	top surface." Well, there's a lot of reasons why you 

	13 
	13 
	may not want to have them do that. 

	14 
	14 
	So, I think the issue -you don't want to 
	-


	TR
	eliminate it entirely. I think it does make some 

	16 
	16 
	sense to try and maintain these --and to the extent 

	17  
	17  
	we can more consistent to achieve that. But I think 

	18 
	18 
	if we just put it in the application and unless it 

	19 
	19 
	applies for a waiver of that particular requirement 

	TR
	and clarify that, we'll be good. 

	21 
	21 
	MS. FERMIN: Let me just suggest, I think 

	22 
	22 
	Jackie is looking like she has a very confused look 

	23 
	23 
	on her face, and I'm wondering whether maybe she can 

	24 
	24 
	work with Craig Fravel and come up with something 

	TR
	that would kind of neutralize it and make it
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	acceptable to both license applicants as well as looking at our rule. MR. SHAPIRO: Well, the only concern I have then is if this has to go out for how many days? 
	MS. WAGNER: 45 days. What we're doing right now is trying to come up with the language that we will ultimately submit for the 45 day period.
	 So, I can get with Craig and we can come up with some language that can encompass what we discussed here possibly to eliminate the slope requirement that will just basically allow for the installation of a Polytrack here in California without going into a lot of specifics.
	 MR. SHAPIRO: And I would suggest that we basically do as Craig said, which is to make some form of a notwithstanding. The Board has the approval --has the right to approve any variations to this, you know, as exceptions. 
	MS. WAGNER: I will get with Craig, and we'll come up with the language that will just allow for the installation requirements.
	 MR. KNIGHT: Can I make another suggestion? Rather than using polymer or maybe using that, but perhaps you want to use polymer, synthetic, wax coat, or similar tracks, or something like that because it
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	seems to me, I mean, I don't know what's out there, but is wax coated and polymer, are they the only ones that are wax coated? 
	MS. WAGNER: That language, I consulted with Craig Fravel on that particular language, and that was the --that we came up with in order to eliminate addressing the trade name Polytrack. If we need to elaborate, that is to include other descriptions. We certainly can do that. 
	MR. SHAPIRO: Okay. So, will you incorporate all that into your motion Mr. Harris? 
	MR. HARRIS: Sort of. I guess we have get it started. Essentially, we don't want to inhibit the progress. 
	MR. SHAPIRO: Absolutely.
	 MR. HARRIS: I would first --if we're enforcing the rule we have now, I guarantee you if you see a puddle in the track some place that doesn't have a slope, so, that would be a bit of a project for us this afternoon for surveying -
	-

	MR. SHAPIRO: We'll get you a hose and we'll get you some boots, and we'll let you go out and make a puddle and we'll watch you. Is there a second to Mr. Harris' --Commissioner Harris' 
	MR. MOSS:  Second.
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	MR. SHAPIRO: Mr. Moss. All those in 
	favor? MS. GRANZELLA: I. MR. ANDREINI:  I. MR. BIANCO: I. MS. FERMIN: I. MS. MORRETTI: I MR. HARRIS: I. MR. SHAPIRO: Okay. Thank you. Item No. 
	7, discussion and action by the Board on the request 
	of the Bay Meadows --did I miss 6? MR. DERRY: Yes. MR. SHAPIRO: Thank you. Okay. Discussion 
	and action by the Board on two proposed amendments to Rule 1974, Wagering Interest. One, repeal of Rule 1974 and 1606, which eliminates coupled entries or two, to amend Rule 1974 to provide that the withdrawal of one horse from a wagering interest that consists of more than one horse constitutes the withdrawal of the coupled entry for wagering purposes only, and any horse remaining in the coupled entry shall run for purse only. 
	Mr. Moss? MR. MOSS: Yeah, this is J. Moss of Pari-Mutuel --the feeling was that in this day and
	  PETERS SHORTHAND REPORTING CORPORATION  (916) 362-2345 
	age, no better should be stuck with a horse that 
	needed to be bet on. 
	And so, there were many different ways to deal with it, and I think the  most --the less complicated way is just to eliminate a couple entries so the people could have more betting interests, and it would be an easier situation for everybody concerned. So, I make a motion that we eliminate entries. 
	MR. SHAPIRO: I'll let you make the motion in one second. I happen to agree with you wholeheartedly, but I'll see if anybody has any other comments. Audience, on it?
	  MR. HARRIS:  I clearly think --I mean, there is three different ways to go. These people have a lot to do, or eliminate a couple entries, or there was one proposal if there is one party scratched -- or entry is scratched for wager purposes, I think that was not a good idea. 
	But I could see that with a --the counter argument that might be made is the concern that person will try to influence the race with two uncoupled entries, and there is some concern on that. But we're doing that with trainers now. So, I do not see -
	-

	PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	MR. SHAPIRO: I agree with you totally. We're doing it with trainers now. It is only if the same --I thought it was interesting last week when Folklore ran --it was a great example. 
	In that situation, had Folklore scratched, and I think it went off at 1 to 5, or 2 to 5, well that one would have worked out because people would have gotten the other winner, but clearly the other horse would have been big prize. 
	So, I think that given --since there doesn't seem to be any discussion, I will now entertain -
	-

	MR. HARRIS: I think there might be some audience discussion on it. 
	MR. SHAPIRO: That's what I asked and I didn't see anybody step up. Do you have anything to say about this? Nobody wants to do anything. Thank you very much. 
	MR. MOSS: Ron Charles and I, we brought this to the attention at the Pari-Mutuel committee meeting. We thought it was something that we should at least try in uncoupling the entries rule, add to field size. And it just seems like this day and time that we are running such short fields that it is an opportunity to increase field size, which increase
	  PETERS SHORTHAND REPORTING CORPORATION  (916) 362-2345 
	handle. And so, we support it. Thank you. MR. SHAPIRO: Anybody else? MR. COUTO: Drew Couto, Thoroughbred Owners 
	of California. I am going to propose one last time an argument that has been shot down every time. So, I'll just be consistent.
	 There was one alternative knot mentioned here, and that is the option of continuing to offer the entry for purposes of preserving wagering integrity for those who question whether or not a horse is simply entered as a rabbit versus a legitimate purpose to compete. 
	So, you would offer the entry and you would also allow the player to bet the individual horses on their own. So, if they actually prefer the longer shot in the entry, they have the ability to get a better price on that horse versus the shorter.
	 And what that actually does is while you may have two horses running, you now have three betting entries. And when he have short fields, six horse field, seven horse fields seem to be the regular, at least in California, if you have an entry with six horses, you only have five betting interests. 
	If you allow the entry in each horse with a
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	six horse field you actually have eight betting interests. The combinations are better from the player's perspective.  The public is protected in having the entry continue, and players who find value in the longer priced horse actually have the ability to bet the longer priced horse. 
	But really the difference between what is being proposed and what I am proposing is simply that you're preserving the protection afford the betting public by continuing to offer the entries so that there really aren't these concerns of whether there's a rabbit or pace horse versus legitimate runner. 
	The down side to this proposal, which I will admit, is as Mr. Charles would be the first to point out, it makes it more difficult for a race track to post the results you can have multiple combinations and multiple wagers, because there would be an entry payoff price and an individual payoff price. 
	But in today's day and age, when we offer exactas, and quinelas, and whips, and triples, and trifectas, and I can't all the wagers that we offer on every race and carry from race to race, and the type of electronic technology we have at the race track, the difficulties in posting those prices I
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	don't think is that difficult.
	 And I certainly don't think our betters are not sophisticated enough to recognize which is their payoff and which is not their payoff. So, there is one more alternative as I've said I've been consistently shot town. I just wanted to be consistent here today.
	 MR. SHAPIRO: Is anybody doing it today? 
	Is that done anywhere? MR. COUTO: I don't know. MR. HARRIS: It is confusing that -
	-

	couldn't you effectively do that and wanted to, you could just bet both horses and it would be the same outcome. You could just bet however you're going to bet, just bet on both of them and you would certainly have the same -
	-

	MR. COUTO: You could have always done that. But again, the entry was created to protect the betting public against that opportunity. What you're saying now is your investment has to be doubled when it comes to making the wager versus today you don't have to double that wager. 
	MR. HARRIS: But the outcome would be the same though. MR. COUTO: Sure. The outcome is the same.
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	If I bet every horse in the race too, I'm going to get a winner every one, but I may not get value and I may not make money. 
	MR. ALDRIDGE: Ed Aldridge, Los Alamitos. There is one inconsistency that I see in what Drew has just mentioned. There are three possibilities. And one is the long shot, say one of the entry horses, and if he wins, then also the people that bet the entry will also be winners, and actually it will pay less. It won't be a long shot. It will pay less than a long shot. 
	So, it doesn't make any sense to me. If I understand what he's saying correctly. So, I don't understand why that would possibly be beneficial. 
	MR. CHILLINGWORTH: Sherwood Chillingworth. I think we have --we have people here --who are confused by three-way payoff.  And I think there's enough confusion with this game already. I hate to oppose anything Mr. Couto proposes because he's a very intelligent guy. 
	But I think we are trying to get televised into the racing track and to give them a three-way payoff, and the No. 1 comes up, and they say, "Well, I had No. 1A," but you didn't win, I think it's not a good idea. I think if we don't couple trainers, it
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	makes no sense to couple any other group. MR. SHAPIRO: Thank you. MR. KEMPF: Just a quick one, Doug Kempf 
	with American --Local 280. Our deal would be certainly receptive to anything that makes wagering simpler. And certainly Mr. Moss' suggestion of just getting rid of entries all together. It is in the easiest and certainly the most facilitative to an end. And I'll support that. Thank you. 
	MR. SHAPIRO: Thank you. Okay. Mr. Moss, would you like to restate your -
	-

	MR. MOSS: I think a motion to repeal Rule 1974 and 1606 involves the elimination of coupled entries. 
	MR. SHAPIRO: Thank you. Is there a second? MR. HARRIS:  Second. MR. SHAPIRO: Any more discussion? There 
	being none, all in favor? MS. GRANZELLA: I. MR. ANDREINI: I. MR. BIANCO: I. MS. FERMIN: I. MS. MORRETTI:  I MR. HARRIS: I. MR. SHAPIRO: All opposed? None. The rule
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	is passed.
	 MS. WAGNER: Commissioner Shapiro, just for clarification, what we have just done is given -staff is going to initiate the notice period with the option of a 45-day commentary -
	-
	-

	MR. SHAPIRO: Right. I think we would like to get it done as fast as possible. 
	MR. HARRIS: I'm not sure. I think this is a racing --the way it is now, given the owner has two horses he is going to enter in a race, and that race overfills, one of the second preference.  Now, I don't know if that would change with this, or would that --would we have to do anything on that? 
	MR. SHAPIRO: I don't know why that would change. I mean, the same horses have been given the race. That is just for wagering purposes. 
	MS. FERMIN: 
	MS. FERMIN: 
	MS. FERMIN: 
	He's saying if it overfills, 

	do they get -
	do they get -
	-


	MR. LIEBAU: 
	MR. LIEBAU: 
	Jack Liebau, Hollywood Park. 


	This might be a little bit out of the order, but perhaps on the agenda at the next meeting there would be an action on waving the rule so that we wouldn't have to wait for the repeal and the 45 days and everything else so that we can have the immediate benefit of what is being suggested.
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	MR. SHAPIRO: I think that is a great idea. If we have the latitude to do that, I mean, I don't know.
	 MR. HARRIS: I would like to move it along. I think we are going to get some comments on this. There are a lot of horse players out there that have all these theories of race fixing or whatever that might come about as a result of this, which I don't necessarily believe. I think it might not be right to just force it through. 
	MR. SHAPIRO: Okay. 
	MR. HAMERLY: Rick Hamerly from Santa Anita. I wanted to follow-up on Commissioner Harris' comment about the entry process. I think that needs to be included in your thought process. 
	And in fact, what happens today when an owner does enter two horses in a race that is overfilled, he's asked to defer one. Just for entry process, I think we need to decide if that process needs to be continued if we do eliminate in fact the wagering interest. 
	MR. MOSS: I think -MR. HARRIS: It ought to be decided, but I think that we would need a racing rule. MR. HAMERLY: Well, we want to be
	-
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	consistent throughout the State and keep it the same way. I would think you would want to continue the same process as far as the entries go. You wouldn't want to exclude another owner from being included in the race. 
	MR. SHAPIRO: I think -MR. MOSS: I think that is true. MR. HARRIS: That is the fair way to do it. MR. SHAPIRO: So, I don't know if you want 
	-

	a rule, but I think that has been a policy that has been implemented.  I don't think that is a rule. MR. HAMERLY: If that were considered, I 
	think everyone would be satisfied. MR. HARRIS: Absolutely. MR. MOSS: Fine. MR. HARRIS: So, we've decided to wait for 
	a couple minutes for comment. 
	MR. SHAPIRO: Well, I think that we'll have to put it out. I don't think the current race meets are necessarily looking to make immediate change, and if Commissioner Harris believes that there may be comment, I would hate to do anything that would not allow the public to have comment. So, I think we'll have to wait. But maybe we can get this done by -in a more expeditious way.
	-
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	 1 
	MR. HARRIS: Basically, if we put it out

	 2 
	 2 
	now, we'd have comments in 45 days --in 60 days form

	 3 
	 3 
	now, we could effectually.

	 4 
	 4 
	MR. SHAPIRO: Okay. The next agenda item 

	TR
	is No. 7, discussion and action by the Board on the

	 6 
	 6 
	request of the Bay Meadows Foundation to distribute

	 7 
	 7 
	charity racing proceeds in the amount of $58,064 to

	 8 
	 8 
	21 beneficiaries.

	 9 
	 9 
	MR. REAGAN: This is John Reagan, CHRB 

	TR
	staff, we find this request to be in order in 

	11 
	11 
	compliance with the distribution of required bylaw, 

	12 
	12 
	and we recommend you approve it. 

	13 
	13 
	MR. SHAPIRO: I do have one comment, and 

	14  
	14  
	that is I would ask that the charitable --I received 

	TR
	an email from the Jockey's Guild requesting that we 

	16 
	16 
	not disburse moneys to the Disabled Riders Endowment. 

	17 
	17 
	Apparently, there is still conflict within 

	18 
	18 
	the Guild and certain different funds.  And 

	19 
	19 
	therefore, I would recommend that we approve this, 

	TR
	but that we not approve the Disabled Riders Endowment 

	21 
	21 
	at this time. 

	22 
	22 
	I don't want this to be misconstrued that 

	23 
	23 
	I'm not looking to harm any of the disabled riders, 

	24 
	24 
	but there is concern over what organization or who's 

	TR
	in charge of that organization. Therefore, I would
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	request that we approve this, but that we hold back 
	our approval with respect to that particular. MR. REAGAN: We can do that, yes. MS. WAGNER: Until when? MR. SHAPIRO: Until there is a resolution 
	as to who is in fact in control of the Disabled Riders Endowment. Currently, I believe that it's Mr. Greganian. There are serious charges against Mr. Greganian, and the Guild has requested that --and I support that.  Otherwise, I'll make that motion. 
	MS. GRANZELLA: Are you just putting that on hold? 
	MR. SHAPIRO: I am approving this request, except for the Disabled Riders Endowment, and I'm not approving the distribution of the moneys to that end. So, that would stay within the Bay Meadows Foundation at this time. 
	MR. MOSS: I second. MR. SHAPIRO: All those in favor? MS. GRANZELLA: I. MR. ANDREINI:  I. MR. BIANCO: I. MS. FERMIN: I. MS. MORRETTI: I MR. HARRIS: I.
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	MR. SHAPIRO: Discussion and action by the Board on the request of Hollywood park Racing Charities to distribute charity racing proceeds in the amount of $194,375 to 25 beneficiaries. 
	MR. REAGAN: Commissioner, likewise this request for distribution is in order, and we recommend approval. We will also the make the same note that the Chairman Shapiro has just noted in this charitable distribution also. 
	MR. SHAPIRO:  With -
	-

	MR. MORRETTI: I just have one comment. I would like to commend Hollywood Park racing for having their distribution be 67 percent industry-related as opposed to the Bay Meadows Foundation, which was only 50 percent. 
	I certainly understand the reason to --and the need to give out to the community, but I think that there are a lot of really wonderful worthwhile foundations in the horse racing world that should be given more a look at in the future. 
	MR. SHAPIRO: Mr. Liebau? 
	MR. LIEBAU: Jack Liebau from Bay Meadows. With respect to the Bay Meadows Charitable foundation as Commissioner can attest, over the years dating back 1992, we have been sued numerous times.
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	In order not to cause any waves when New Association Bay Meadows Racing Association started, I thought that I would reappoint them. I now view that as a mistake and can assure Commissioner Morretti that the --association we will distribute the funds ourselves. And we will be at a hundred percent for charities. 
	MR. HARRIS: Just for clarification, formerly those foundations were completely independent, but now there is a latitude for -
	-

	MR. LIEBAU: There is latitude for tracks to distribute the funds. 
	MR. SHAPIRO: Mr. Liebau, do you know if Hollywood Park would like to take the same approach as Bay Meadows? 
	MR. LIEBAU: I don't think so. I think we have been very pleased over time with Hollywood Park. 
	MR. SHAPIRO: Item No. 9, discussion and action by the Board on the business and economic effect of requiring all California racing associations to make their audio-visual racing program available to any licensed ADW provider. 
	Before we have any discussions, this issue has created a lot of stir in the industry, for which
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	I am responsible. And I would like also let everybody know that earlier this week I met with Senator Dean Flores and Senator Ed Vincent, and with Senator Flores I discussed this item. 
	The legislature as you know had planned in response to this item to have a hearing. In the discussion I had with Senator Flores, we agreed that it would be probably be best for the industry if he and I and others in the industry worked together to evaluate just what ADW is doing, has done, and can do for the industry as a whole in the future. 
	As a result of that, this item is not intended to be an action item today, but more of an informative discussion that I will hope every interested party will give their views. 
	In the near future, I believe there will be a meeting that will be called where we will look into this in greater detail so that we can come to a fruitful conclusion as to what is best for the industry. 
	As you know, there was a sunset clause on ADW wagering that expires in 2008. And so, I think it is important for everybody to focus on this issue to see how it can use ADW to our maximum benefit. That being said, I would suggest that we listen to
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	the industry, unless anybody else wants to make a comment in advance to that. So, Mr. Couto, you got there first. 
	MR. COUTO: Thank you. Drew Couto, Thoroughbred Horses of California. There's been, as I think everybody knows, quite a bit of discussion about ADW and relationships between the industry. And a lot of confusion of that role played by horsemen, by the ADW, by racing associations. 
	And in an attempt to sort of put in perspective where we are in ADW, how we got to where we are, and the roles each played, TOC has prepared a presentation that I'm going to run through very quickly so that we can make this a manageable discussion. 
	But it is rather lengthily. We are passing out for you some copies of the presentation. You see there is a lot of slides. We are going to do this relatively quickly. We welcome any questions that you may have, but I'll try to get through this within 10 to 12 minutes if you can bear with me. 
	A time line of California ADW licensing and advance deposit wager licensing, August 13th, 2001, passage of AB471 authorized advanced deposit wagering. And in November of that year at the CHRB 
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	meeting, this Board approved and passed CHRB ADW 
	regulations. 
	As part of those regulations --as part of the law that was passed, which is Business and Professions Code 19604, the legislature and power of the horse racing Board with the ability to regulate all aspects of ADW including the licensing process. 
	That authority was given to the horse racing Board to review the license and make the requirements for ADW providers in order to be licensed in the State of California. And in doing so, the CHRB required an agreement between the ADW provider and horsemen. 
	It's not in the statute. It's not in the regulations. But in reviewing the transcripts of the hearing you will find consistently that requirement. And that requirement has been fulfilled by all of the ADW companies and TOC since 2002 the first year with the exception of this current year and one ADW provider. 
	So, again your predecessors required an agreement between the horsemen and the ADW companies. Now, in every purse contract between the TOC and California Thoroughbred Racing Association, and please understand, my discussion today is only
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	limited to the Thoroughbred industry. It is not related to the Quarter horses. It is not related to Standardbreds and --but simply with regard to the relationships between Thoroughbred interests. 
	Every purse agreement since 1995 between TOC and a racing association has included a provision in it relating to owner's proprietary rights. And in particular, there is a section related to the use of the signal for bicommercial enterprises, whether it includes computer interactive wagering, et cetera, that has been there since 1995. 
	And it requires that the racing associations negotiate obtain with TOC prior consent before the usage of the signal for any commercial purposes. That's a requirement that has existed as part of the contract since 1995. 
	Now, again, on the time line, in January of 2002, the first year in which ADW was permitted beginning on the 10th of January, there were negotiations between TOC and each of the ADW providers that were seeking licenses in California. 
	Representing the two primary ADW companies were Mark Wilson for TVG and Express Bet being Jack Liebau. And they advocated that the ADW provider should receive a hub fee of 6.5 percent, both on
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	wagers by California residents on California races and as well as imported Thoroughbred signals. Their position was that they should receive 
	6.5 percent. With regard to Express Bet, Mr. Liebau at that time advocated that NBC was prenegotiated to its own hub rate. 
	In other words, Express Bet would negotiate with Santa Anita a fair hub rate of 6.5 percent. Mr. Wilson on behalf of TVG advanced that TVG could negotiate the hub fee with its founder tracks, which founder tracks were equity partners, had special interest. 
	Those included Los Alamitos and Hollywood Park, Churchill --and that Los Alamitos could set the hub fee rate for Thoroughbred races imported into the State based on its contract with TVG. 
	The controlling law regarding hub fees is 19604. And it says with regard to either a wager placed on a California signal or an import signal, the ADW is entitled to receive no more, not to exceed 
	6.5 percent. 
	6.5 percent. 
	The statute doesn't identify what the rate it is. It simply says it is capped at 6.5 percent. And the rate is actually something negotiated by the parties. Now, a hub fee, I've been referring to
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	that. What is that? A hub fee is simply the compensation paid to an ADW provider for facilitating or handling a  wager --an ADW wager placed by a California resident. 
	And what is a hub fee? To explain that, you have to understand there are distributions on live races in the State of California from the take out. This is a blended rate we are using for an on track wager of 19.22 percent. 
	And then you see the distributions below, State license fee, Equine research, workers' comp, county taxes. And we finally get down to tracks, commissions, and purse revenues and commissions. 
	And the numbers there indicate whatever the percentage is distributed for track commissions purses. As you can see, Ontrack provides the greatest return to race tracks and to purses. 
	The column all the way to the right, this is based on 2000 ADW figures. Had a 6.5 percent hub fee been used, the recovery to the industry would have been the lowest that we get for every wager made.
	 And the same is true with regard to imported races. Using a 6.5 percent hub fee, you can see that percentages distributed to tracks as
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	commissions and to horsemen as purses would have been exceptionally low or the lowest return. 
	So, again going back to 2002, the time line on January 24th, TOC reached an agreement with Express Bet with regard to what the hub fees would be, and it was --Express Bet was licensed that day based on the representation that an agreement had been reached with TOC. And I will tell you it was not 6.5 percent. It was substantially below that. 
	Continuing on the time line there were meetings in March when all three ADW providers were licensed. Also in April and November and in December. 
	And the fact is that in November after disputing the need for an agreement with TOC, TVG continually disputed that they executed an agreement in December of 2002. And the agreement clearly said that they would receive less than 6.5 percent. It was signed by their president Mark Wilson and John VanDeCamp with no race track signing. It was purely between and ADW company and TOC. 
	And again that's in the very first year that ADW was permitted in the State of California, signed December 16, 2002 before TVG was relicensed for the following year. So, they fulfilled that
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	portion of the agreement.
	 Looking TVG's hub fees for 2002 and 2005 you can see they were always less than six and half percent. They also included in their hub fees a quarter percent they passed on to the California industry, the quarter percent tax, the Oregon hub, and the half percent that they pay in dues to NTRA. 
	Now, what was the objective of controlling hub fees from TOC's perspective? Well, we saw it as our opportunity to optimize revenues distributed to California Thoroughbred interests including race tracks, horsemen in the form of purses, breeders, but yet to insure that there was a fair return and fair compensation to our ADW distribution partners. That is how we saw them was as partners. 
	Now, if you look at last year, the blended rate --the blended hub fee rate on live races for the ADW providers was actually 5.71. That's the blended rate, which produced on live races a recovery to both track and purses that was somewhere between an on track wager and a satellite wager. The percentages were there. 
	And we reached that by TOC negotiating the hub fees with ADW providers to do so. The same again is true for imported Thoroughbred races.  We
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	negotiated the hub fee. 
	In 2005, it meant that the industry again received compensation somewhere between an on track wager and at satellite facility wager. So, it was again the process of negotiation between TOC and each of the ADW providers including TVG. 
	Now, what is the effective control on the hub fee rate? Well, if we look at the years 2002 through 2005 for TVG, those are the effective hub fee rates that they were able to recover for California Thoroughbred races for imported Thoroughbred races, with a total hub fee of approximately 5.9. 
	Rather than the 6.5 percent that they asked for, by giving them something less we actually saved $3,000,000 plus for California Thoroughbred tracks, horsemen, and breeders, and by manipulating or not by manipulating, but by negotiating a different hub fee with all of the ADW companies, TOC saved again for Thoroughbred tracks, horsemen in terms of purses, and breeders over 8.6 million dollars in the first four years that ADW has been there. 
	So, I'm going to repeat that between 2002 and 2005, TOC increased revenues to California tracks, horsemen, and breeders by over 8.6 million dollars by negotiating different hub fees with the
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	ADW providers. 
	Now, how does TOC measure the performance of ADW? We have looked at six factors in particular. One, the success in developing new fans. Two, an increase in revenues because handle figures simply really don't mean a whole lot --is the key driver here. 
	We try to analyze ADW performance in terms of quantifying the shift and handle from satellite or on track facilities to ADW companies. 
	We have also attempted to analyze whether there has been cannibalization versus true growth. We have also looked at expanded distribution of our signals. Have these companies taken our signals to new markets out of the State, and how many markets are the in out of State? 
	And lastly, we have attempted evaluate whether exclusive broadcaster wagering agreements have generated greater revenue for certain partners. 
	Looking at the first one, success in developing new fans. It's a little like interpreting foreign languages, trying to figure out whether or not there really has been any growth. 
	The simple fact is that no California Thoroughbred race track other than Del Mar has
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	experienced increase attendance since ADW was legalized in 2002. In fact, attendance figures looked like this for the five primary Thoroughbred meets. And you have an individual graph provided to each you.
	 Del Mar is the top facility there. And you can see that since 2002, their numbers have increased while ever other association here has decreased. 
	The second series of factors are all related. That is, increasing revenues, quantifying the shift and handle, and cannibalization versus true growth. And so, I have just a couple quick charts to show you. 
	But before I do that, I want to say that we look at handle and revenue both for 2001 and 2005. It shows 2001 because that was the last year before ADW was authorized, and 2005 because that was our last completed year in which ADW occurred. We tried to look at the change in relative percentages from each of the sources, both for handle and revenue. 
	So, if we look at handle with the column on the left being 2001 and the column on the right being 2005, this is handle in California on Thoroughbred signals, that's both imported signals and live racing.
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	We see that there was an increase of 3.5 percent overall, but that on track wagering decreased by 12.2 percent, at least 12.2 percent, and off track wagering was down by at least 12.8 percent. 
	So, whether that's --we clearly see a shift. Again there is an increase of 3.5 percent. That's in nominal numbers.  If you adjust for inflation, that is actually a decrease in handle of over 7.3 percent. 
	So, between 2001 and 2005 total handle on Thoroughbred races in California has decreased in real dollar terms adjusted for inflation by 7.3 percent. 
	Now, we look at purse revenues. And again, this is in nominal numbers. While handle increased 
	3.5 percent, Thoroughbred purse revenues were actually down 1.3 percent. And that is because you saw hire return dollars on wagers placed on track, where now ADW at a lower rate. 
	And despite the increase, they have not offset the loss of dollars lost at the race track. So, again adjusting from nominal terms of a loss of 1.3, the actual loss to purse revenues was over was 11 percent, 11.6 percent. These numbers are all derived --provided for by the CRIBS system. That is
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	the basis. 
	So, let's look at what has happened out of state. In that time period, we've seen out of state revenues on our races, on wagers placed on California signals, handles has gone up 2.3 percent. 
	It is important to see though what the sources of those increases were. Again a 2.3 percent in handle, adjusted for inflation, that's an 8.3 percent decrease out of the state. 
	And again as I said I would like to look at sources. What this chart shows you again, the column on the left being 2001, the column on the right 2005, is that our actual largest growth component out of the state, the purple there, are the legal rebaters. The legal rebaters have provided our greatest out of state source of handle between 2001 and 2005. 
	If we look at purse revenues, in one sense there is some good news in terms of purse revenues. Purse revenues have increased in that period of time by 11 percent. 
	Now, interestingly purse revenues derived out of state are based on host fees charged for the California signal. And I think our race track partners will admit TOC has been largely setting the price of the California Thoroughbred signal out of
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	 state. And the process under the Interstate Horse 
	Racing Act requires our consent. 
	TOC has always conditioned our consent differently than other states where they simply give permission to a race track to send the signal.  We condition our consent on receiving a certain percentage for the signal. We set the price out of the state. 
	And by managing and analyzing these numbers despite a small increase in handle, we have actually increased the purse revenues by 11 percent in those four years. 
	Now, unfortunately again adjusting for inflation, while in nominal terms we have seen an increase of 11 percent adjusted for inflation, it's really been a half a percent decrease. 
	So, while we can somewhat proudly say we have done an okay job, we have still have not kept up with where we'd like to see purse revenues. 
	Of the last two figures or measures that we use in judging ADW performance is expanded distribution of signals in new and out of the state markets. 
	And with regard to at least one ADW company TVG, we sort of termed it the "Let Mikey Try It
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	Approach" to distribution of our signal out of the 
	state. 
	What do we mean by this? TVG, while they've expanded cable and satellite distribution out of state, they only accept wagers in a total of 12 states, one of them being California. I got this list off their website two days ago. 
	Rather than distribute beyond 12 states, they simply sublicense companies like You Bet and Win Ticket, and charge those sublicensees a significant fee for handling wagers on TVG signals. 
	Yet they do not charge the same sublicense fees to the legal offshore rebaters. They continue to allow them to operate without objecting to the fact that both RGS and IRG and Totonkua, they do the same thing that You Bet does. They do the same thing that Win Ticket does. 
	They have telephone and Internet account wagers that accept wagers from all through the US, and yet TVG doesn't sublicense them. So, this question of exclusivity, we see that they're applying it sometimes with regard to You Bet and Win Ticket and others, but they're not applying with regard to the RGSs, the Totonkua. There's probably eight more companies I could list.
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	These are the 12 states that TVG's website indicates that they are accepting wagers in. So, again the California signal offered through TVG is only going into 11 other states. The California signal offered through Express Bet is going into a total a 37 states. 
	If we look at You Bet, we have 39. It's my understanding from the You Bet representatives they actually take it to 40 states. 
	Now, again, in measuring ADW performance, we look at how much revenue do each of these ADW providers --how much purse revenue do they generate for the California Thoroughbred industry out of state using our signals? 
	In 2005, You Bet was the leader.  They generated for Thoroughbred interests for Thoroughbred purses over 1.1 million. Express Bet much aligned -Express Bet generated for Thoroughbred interests here in California. Last year they generated $431,000, slightly over that. 
	-

	TVG using our signals out of state generated for the entire year of 2005 less than $390,000 of purse revenue using our signal. So, again, derived out of state, TVG generated less than $390,000 for California Thoroughbred horses last year
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	both for fairs and race tracks. 
	They sent, however, over 1.7 million dollars to out of state interests for wagers placed on out of state signals by Californians. So, again, they brought into California, using our Thoroughbred signal, less than $390,000, and they sent out of state over 1.7 million dollars. 
	Since 2002, since ADW has been licensed and permitted in the State of California, both in state and out of state wagers transacted or facilitated by TVG, and as you can see, the large majority of that has been in state.  They have produced in the four years approximately $24,000,00 in purses with well over 90 percent of that coming from within the State of California. 
	At the same time on those same signals, our California signals, hub fees paid to TVG has exceeded $30,000,000. 
	The last in this long presentation relates to have exclusive broadcast wagering agreements generated greater revenues. Our view is not for California owners, breeders, or race tracks, as I said year it was $390,000 simply. 
	So-called exclusive arrangements have led at least to TOC to concerns regarding possible
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	antitrust violations including tying arrangements, and horizontal and vertical restraints to trade that could be in violation with the Cartwright Act. 
	And TOC has called for the Horse Racing Board to request the AG to investigate these concerns and determine for us whether or not some of the practices that have been engaged in by TVG do violate the Cartwright Act. 
	And they would include not only the tying arrangements, but arrangements under sublicense agreements that may have the impact of price fixing or allocation of commercial markets and possible distributor relationships. 
	So, from TOC's perspective having gone through these numbers, we have concerns. They haven't delivered what we hoped they would deliver. And we think that ADW needs a much closer look either by this Board or by a committee of this Board.
	 And we hope that the CHRB will want ask to seek the California Term General's office to investigate the practices. And two, hold an in-depth hearing on this subject and on this matter. Thank you for your time. If there are any questions, I would be glad to answer. 
	MR. SHAPIRO: Thank you. That was a very
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	impressive presentation. Does anybody on the Board have any questions? It is a lot of material to try to digest in 15 minutes, but I think that it is very helpful for us to understand what the true economic impact of ADW wagering has been.
	 And it would certainly allow us to look to see how we would be able to utilize ADW more effectively. Is there anybody else in the audience that would like to address this matter? 
	MR. HINDMAN: Good morning, Commissioner Shapiro and members of the commissioner. I'm John Hindman, Vice-president and general counsel to TVG. Tony Alamato is handing just a very short presentation, just a few slides to run through, kind of give you an overview of how we think we are going, and some of the benefits that our relationship with the California Racing Association have brought back to your partners and to the industry. 
	Starting on the first page, we'll talk a little bit about TVG has relationships with five -California Racing Association --and I've used here for purposes of comparison 2001 to 2004 based on the CHRB's annual report. 
	-

	As you can see, in that time period national handle, all tracks across the country, all
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	sources handle accrued 3.4 percent. All sources handle on California tracks accrued 5 percent. Within that amount, you can see that for TVG's exclusive California tracks, handle increased 
	8.19 percent, which is more than twice the national rate of growth. 
	Turn to your next slide. You can see a similar chart regarding purse revenues from TVG's exclusive tracks --in California. As you can see, on the national level, purses from 2001 to 2004 increased 2.3 percent. 
	California purses total also increased 2.3 percent versus TVG's exclusive tracks increased 4.75 percent. Again, twice the national rate of growth. 
	Turn to your next slide. Let's talk about what we view are some of the reasons for success in this area.  The first is, we believe is our television coverage. TVG televises over 5,000 California races a year into 18 million households nationwide. 
	TVG is available to 100 percent of California households if they elect to get it. And TVG is available to 50 states on Direct TV and Echo Star, both national --providers, and in 38 states via cable.
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	Second point is ADW from our view and from

	 2 
	 2 
	what we think the numbers tell has been more

	 3 
	 3 
	productive in California than any other jurisdiction

	 4 
	 4 
	in the United States in just four short years.

	 5 
	 5 
	So far it has created $1,000,000,000 in

	 6 
	 6 
	total wagering over that time and increased wagering

	 7 
	 7 
	on an annual basis than jurisdictions that have had

	 8 
	 8 
	ADW for 20 to 30 years 
	--and New York.

	 9 
	 9 
	And over one $140,000,000 in revenue has 

	10 
	10 
	been returned to the California racing industry 

	11 
	11 
	pursuant to California Business and Professions Code 

	12 
	12 
	Section 19604. 

	13 
	13 
	TVG has performed well. 
	We have the most 

	14 
	14 
	TV distribution and the most ADW handle. 
	When we 

	15  
	15  
	were before you in January 2002, we stressed the 

	16 
	16 
	importance of television and stressed our plans to 

	17 
	17 
	significantly increase television distribution. 

	18 
	18 
	Since that time our, television 

	19 
	19 
	distribution has grown about 150 percent from 

	20 
	20 
	approximately seven and a half million houses to over 

	21 
	21 
	17 and a half million households today. 

	22 
	22 
	In terms of California ADW, we generated 

	23 
	23 
	more handle, and therefore more revenue got to the 

	24 
	24 
	racing industry than the other licensees combined.  
	I 

	25 
	25 
	would like to invite Tony Alamato up here for a
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	moment to discuss our horse racing coverage and some of the impacts that are relationships with California race tracks have from our business. 
	MR. ALAMATO: Tony Alamato, Senior Vice-president and Executive of TVG.  I'm just going to talk briefly about programming because I think that is my area of expertise obviously. And it is also one of the strikes of our network. 
	TVG, we believe, has set the standard in horse racing coverage. Although, we would like to get a lot better and we are working towards that. We broadcast live 14 plus hours a day promoting all the popular races around the country. 
	We televise live from 16 different tracks around the world. We have exclusive rights, and that's one of the things we're talking about today is exclusivity. 
	Exclusive rights to over 20 tracks around the world, including Churchill Downs, Belmont Park, Del Mar, Hollywood Park, Kingman, Oak Tree, Santa Anita, Los Alamitos, and Saratoga. And just last year we added Japanese Racing Association as an exclusive partner --successful Japanese racing, yet they chose to do an exclusive deal with TVG. 
	We provide race analysis, betting
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	 1 
	strategies. You're all familiar with our

	 2 
	 2 
	programming, so I won't go too in depth about it.

	 3 
	 3 
	This April, TVG will be relaunching our

	 4 
	 4 
	network with a brand new graphics design and a series 

	TR
	of shows are going to be geared towards getting new

	 6 
	 6 
	fans interested in horse racing. And we're excited

	 7 
	 7 
	about that.

	 8 
	 8 
	Why is exclusive important for TVG?  Well,

	 9 
	 9 
	TVG has to compete with hundreds of television 

	TR
	networks all of which feature exclusive content. 

	11 
	11 
	Distribution of -depend on the ability for TVG to 
	-


	12 
	12 
	offer a unique product in an increasingly crowded 

	13  
	13  
	television world. 

	14 
	14 
	If you look at TVG's model, it is the same 

	TR
	as the model that is adopted by other networks that 

	16 
	16 
	feature NASCAR, PGA, NFL, NBA, and every other form 

	17 
	17 
	of sports and entertainment programming in the United 

	18 
	18 
	States. 

	19 
	19 
	To put it simply, during college football 

	TR
	season when I turn on my TV on Saturday morning, I 

	21 
	21 
	don't see the Notre Dame football game on channel 2, 

	22 
	22 
	channel 4, channel 5, channel 7, and ESPN. It's just 

	23 
	23 
	not the way it is done in sports television. 

	24 
	24 
	The continued success of great success in 

	TR
	television and ADW business is dependent on the
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	continuation of TVG's model. Loss of exclusivity creates a freerider program eliminating TVG's incentive to invest in television programming and distribution. 
	And to put that in simple terms, what that means is if TVG is televising races that every other ADW and the country can take wagering on, and we are not receiving compensation for that, there is no incentive for TVG to produce quality television. 
	At that point, you are better off just doing an Internet company, because other people are freeriding off of your programming, they have no overhead, and they're the ones who are capitalizing on your programs. 
	If TVG were to lose exclusivity in California, this would result in a shift of our programming technology to exclusive tracks, which means that you see less production from the race tracks that we do in California. 
	Interference with TVG's exclusive relationships with California tracks would not result --would not be in the best interest of California racing. 
	We believe that TVG's business model is proven. It enables the broadcast television
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	distribution for horse racing. All of our distribution deals in the country are done it because of our exclusive deals.  It provides incentive for us to create quality television programming. 
	It generates a high rate of return to the racing industry, and it consistently generates the highest growth rates for wagering in the racing industry and the most volume in wagering. 
	MR. SHAPIRO: 
	MR. SHAPIRO: 
	MR. SHAPIRO: 
	Thank you. 

	MR. ALAMATO: 
	MR. ALAMATO: 
	Any questions? 

	MR. SHAPIRO: 
	MR. SHAPIRO: 
	Yes. 
	If I could as, I don't 


	know, both you. First of all, I don't think --at
	 least from my perspective, I don't question the 
	excellence of your TV coverage. It is unparalleled. 
	I mean, you guys do great things. Your TV is 
	fantastic. I'm an avid watcher. 
	So, I just want to thank you and compliment you. I think your TV is great. I see that show you do at Los Alamitos. I see all the things you've done. You went live. I forget what it's called. Live Access, I think, at Del Mar, and the Eclipse Award. You guys do wonderful job there. 
	The difference, though, is that when you look --or when you hear the data from TOC and you look at what you are talking about, and I know much
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	about television, but I'm learning, okay. 
	When I see that TV models are the same as models docked by the networks, NASCAR, PGA, et cetera, I'm assuming that they provide advertising revenue, which is the economic engine that allows them to do that. 
	And unfortunately for reasons I don't know, there isn't enough advising revenue to support TVG. And so, you are a wagering company.  I ask this to try and understand it better. 
	But when you hear that TVG only accept --I appreciate that you are broadcasting in 50 states, but you are only accepting wagers in 12 states. 
	MR. ALAMATO: But our licensees are accepting wagers in all these states. So, whatever rates it's showing on TVG -
	-

	MR. SHAPIRO: I'm not done yet. I understand that you have licensees that are then covering that. But you are having to --those licensees are having to pay you a fee for that signal, which means that there is less revenue then for them or you to give back to the industry so that there would be more moneys available to help the track, and the horsemen, and the purses. 
	Again, the idea here is how can the
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	industry work to get the most out of ADW and you guys make a profit and you guys exist. I'm not trying to --this is not one company over another. 
	But when you hear the statistics, racing is in trouble. It has --California has to get its purse revenues up. 
	Now, I hear the argument over exclusive tracks. But if they weren't exclusive tracks and it was open to other people that might pay more to have a competitive factor involved, wouldn't racing be better if somebody else was willing to pay more that would result in more to the tracks and more to the purses. 
	Again, this is a discussion. I'm not coming --this is not a conclusion. But how does it translate into dollars to benefit the horse racing industry in California, because that is all I care about. 
	MR. HINDMAN: To cover a few of your remarks, I think you're right. TVG is reliant on wagering revenues to pay for television. Other networks are relying on advertising. But the point is, you have to have a secure revenue stream to pay for the costs of producing and distributing television.
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	And we feel it is the most important component. We well the last five years has had the highest and most consistent growth rates. We feel that it is working in bringing new fans to the sport. 
	We also have a licensing program with our two licensees. Together, TVG has two licensees -are the three largest ADWs in the United States. 
	-

	Anybody in any state where it's remotely possible to bet on California races signal through ADW can do it today. Those three companies represent about a billion dollars in handle a year. Their combined growth rate is well over 20 percent. TVG's growth rate is well over 30 percent. 
	So, what we are arguing --what we're saying is this model is working. This model has worked. It will continue to work. it's creating the highest growth available in the industry. 
	We agree we need to maximize ADW, but what we are saying to you is, we believe very strongly that you have to build an engine market and promote racing to get ADW out there. And we are doing that. And we feel very strongly it's working for the industry. 
	I think the stats bear it out. And you were talking about revenue. I think the fact that
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	TVG's exclusive tracks in California, the fact that their revenues are growing twice as fast as the national rate, which includes tracks that have revenues from alternative gaming. I think we're off to a good start. 
	And so, from our perspective, we feel very good. We feel very optimistic about the future, and we feel that system is working very well. Thank you. 
	MR. ALDRIDGE: Ed Aldridge, Los Alamitos Chairman. As most of you know I'm a TVG buff and supporter and for a lot of good reasons. Some of them are unique to my situation, our situation. 
	And so, I do not want to address all of the things involved in the Thoroughbred industry except to say that Mr. Couto's impressive presentation, it's like all things of that type, one has to look at the whole picture. 
	There are obviously a lot of reasons far beyond the influence of account wagering that have over the last four to five years have impacted all of us in racing. They include horse competition, offshore book making, card rooms in the casinos, gas prices, traffic, all of those things take their toll. It's not as simple as analyzing, and I know that everybody knows that. But I think it's worth at
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	least mentioning that. 
	We are in no way interested in having anything but an exclusive provider. In a large company, Newscorp with assets are unbelievable has come into the picture and has lost who knows how much money over the last five years in getting this model off the ground. 
	We have been talking for the last 15 years that we have to like baseball, basketball. We have to get television exposure. That's what it's all about. We are getting television exposure. It's increasing all the time. 
	You take this away from them, there won't be any television exposure, at least for California racing. Why would they do it and allow everybody else to suck the blood out of the them and not spend the kind of money it takes to have it up there. It's expensive. 
	True, TVG has taken a very conservative position in trying to expand the California Thoroughbred and --signals into other states. There are large companies with very deep pockets. And many have --I don't know the reasons exactly. I've been told. 
	And then you have reasons to believe that
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	aggressive attorney generals in some states where it's a gray area. There's no --or enabling legislation, and they have deep pockets. I would suspect that is the reason. Hopefully that can be overcome in the coming years so that there will be a great increase in the direct use of TVG and not through their licenses to other betting companies. 
	So, we are so happy with what has happened. People can race horses --and for so many different reasons, people in Texas and Oklahoma can race horses in California now that never would have before because they can watch them live, and they might -
	-

	So, for that reason that's a very important reason for us. We were struggling. We have prospered under this thing. It is an increasingly large part of our handle every day. 
	Our pick four bet has gone from $8,000 to several times over a hundred thousand and always over of $50,000, and usually in the range of $70-to $80,000. Our pick four bet has come from obscurity, because they've taken under their wing. 
	They've done this actually --all California tracks' pick four bet has expanded greatly. And I think it is largely because of the influence of TVG. And a lot of it's money --the
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	overwhelming share in our case comes from account 
	wagering. 
	So, I just couldn't --I am so grateful to them. I think we should all be grateful to them. We recognize they have some work to do in expanding California signal out of state both for --that's something they need to work on. 
	Whether or not the fees are correct are all subject to review and negotiation over time and everything. That can be done. I'm perfectly happy with the arrangement we have. 
	So, I can't say enough about them. We love them. We'd die without them. That is all I can tell you. 
	MR. SHAPIRO: Thank you. 
	MR. SCHIFFER: Dan Q. Schiffer for the BCQHRA, and I'm here echo the comments of Mr. Aldridge. TVG has taken the Quarter horse night racing out of the dark ages and into the public living room. It is a tremendous boom for the Quarter horse and our industry, and we are truly indebted to them whatever their shortcomings. 
	So, we ask that the Board and all others consider what they have done, and the chances they have taken in doing that. Thank you.
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	MR. SHAPIRO: Are there any other ADW -
	-

	MR. SHREWD: Mr. Chairman, Jeff Shrewd representing . I'm here to obviously talk about the issue with Drew and the previous speakers. There are probably a couple of ones that ought to clean up from our perspective. 
	UBet.com

	I want to commend Mr. Couto for his presentation. He brought to light a lot of important facts that are difficult to understand and difficult to put into this kind of setting. 
	One of the things that was said, however, that I need clear up with regards to the rebate shops, there is no licensing fee drawn by TVG for the IRG and RGS companies because those contracts dealt directly between those "rebate shops," RGS and IRG and the track. Because it is telephone only, there is no streaming. So, it is a contract that TVG doesn't have a hand in. 
	However, TVG does have a hand in a lot of other contracts and has a hand in a lot of other agreements between ADW providers and race tracks. 
	And really this whole conversation to me is about competition. It is about competition between the ADW providers. It is competition between the industries of different states against one another.
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	Indeed it's about the competition of an industry against other industries --other sports industries. Horse racing is competing against other sports. 
	So, when we look at that competition, you say You Bet right now, because of the exclusivity, has a competitive advantage. You Bet has the broadest offering of content, the broadest offering of race tracks of any ADW in the country.
	 We have virtually everything there is running. There are two or three minor exceptions. But I got to tell you, we're paying for that exclusivity. 
	We have paid since 2002 over $68,000,000 to companies which are holding exclusive licenses on track content. TVG reports their earnings. We're 25 percent or better than TVG's earnings. 
	So, the competitive nature of this business has created this exclusive model. TVG says the exclusive model is working for them. Well, it's not working for the sublicensees, I can tell you. 
	And while we're on the subject of exclusivity, Tony talks about you got to have exclusivity to make TV work. That's the way the thing works. And the advertising models are supposed
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	to help support those exclusive arrangements.
	 PGA is on all three networks, ABC, CBS, NBC. NFL is on FOX and CBS. Why don't they advertising revenues? Because they don't have any coverage. They don't have enough coverage to get a rating point. 
	You know who first put horse racing on TV in southern California, specifically on FOX? It was Santa Anita. And why hasn't Santa Anita shown in the afternoons of live racing on FOX Sports West? Because those exclusive arrangements that keep them out. 
	We think exclusivity is bad for racing. It stifles competition. The competition that this industry has to rely on to succeed in the sports world, exclusivity has done nothing but create a false subsidy for a bad model.  And that bad model is TVG. It doesn't work. 
	TVG is not the only one, I can tell you. Magna tried to do the same thing to us in 2005, and if it weren't for TOC, and I'll thank them again publicly, TOC came and said no, wait a minute.  We got to have broader distribution for out signal. You guys cannot have --product in California or nobody is going to have it. I thank TOC for that.
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	They came in and stepped up and fixed what would be an otherwise darker cloud hanging over the California racing program. So, Magna attempted it, and got it fixed. TVG has executed --we paid them literally dozens of millions of dollars to subsidize their bad programs. And we see no handle differences when TVG is Televising a race. 
	I mean, they talk about the reason that the sublicense fees are paid is because we are riding their coattails of TV. It's ridiculous. There is no handle difference when Hollywood Park's eighth race is on. There's no handle difference in Texas, or Ohio, or Kentucky. 
	We go out and recruit those customers, develop them. We spend more money in new customer recruitment than any of the ADWs. In fact, I would venture to guess all of them combined. Seven figures a year in new fan recruitment outside the horse racing industry. 
	We, , is the leading ADW in the country by handle. A third of our business comes from California. You saw the numbers that TOC put up, three times the amount of purse revenues in the State of California. All of that in spite of these exclusive deals.
	UBet.com
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	 What I'm telling you is that the competition is the key here. You've got to create a level playing field for all ADWs to compete fairly with the content at hand, to compete on the features and functionality and marketing crowns. And we are not going to fix it here today. 
	I brought four gentleman --three other gentlemen here to introduce to you. The Chairman, CEO of , Charles Champion, CFO Gary Strewl, General Counsel, Scott Solomon, our --Lavarigani Poul. We're here to show you that we're ready that we're ready to roll up our sleeves and fix this problem together with TOC, together with Magna, together with TVG, and together with you. 
	UBet.com

	We've got to fix this model before it crashes, because it's not working for anybody but TVG, and I dare say that it may not be working for TVG very long. I yield to questions, Mr. Chairman. 
	MR. SHAPIRO: Thank you for your comments. I appreciate it. 
	MR. ALAMATO: Tony Alamato again, TVG. I just want to address a couple points. First off, I appreciate the education of television from Jeff Shrewd. I'll be looking forward to watching the Superbowl in a few weeks on any TV network I choose.
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	MR. SHAPIRO: Okay. Okay. 
	MR. ALAMATO: I also would like to say that it was mentioned that televised races, that there is no impact on races being televised by TVG. That is flat out not true. We know for a fact that ADW handle is up to ten times as high on a racing we show and the racing we do not show. So, there is a difference there. 
	Another issue that was brought up is the fact that we have a FOX show every day. There were FOX shows on locally in the past up to an hour a day. We do shows now that are up to three hours a day for major events like the --four hours a day. 
	Santa Anita was being shown on FOX and Santa Anita would be shown on FOX if they were an exclusive or nonexclusive track of TVG. They choose not to be. 
	And I think the big issue here is racing really needs to decide what the big picture is here. Are we trying to fight over every crumb, or are we trying to help the sport grow, not just from a wagering standpoint, but from a marketing standpoint. 
	TVG presents the opportunity for horse racing to have a 24-hour a day marketing tool in California racing specifically. We believe that we
	  PETERS SHORTHAND REPORTING CORPORATION  (916) 362-2345 
	do have better race tracks. That's what you get with TVG aside from just home wagering. 
	MR. SHAPIRO: Tony, again, this forum today is really meant to try and understand and hear from various parties, okay. So, I don't think anybody needs to refute other people's facts. I understand you have a different opinion. I don't have a problem with that. 
	And again, I certainly appreciate the television that TVG does. No one is questioning the great television that you do. 
	MR. ALAMATO: Commissioner Shapiro, it's important to keep in mind that the wagering and television go hand-in-hand.  If people think that the wagering component is going to go away and TVG is going to continue to produce the same quality programming that we're producing now and that we expect to get better, it's not going to happen. 
	MR. SHAPIRO: Thank you. 
	MR. HARRIS: Sorry to interrupt. I'm not really clear. It seems, say with the You Bet example, they essentially don't get anything from a bet made in California by a Californian on a California race. It all goes to TVG. What incentive do they have to really grow their -
	-
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	 MR. ALAMATO: John Hindman can address that better than I can. I'm just the TV guy. 
	MR. HINDMAN: I would make two points about that. I think if you look at You Bet's business and their -- as seen on an overall basis, their yield, the percentage they keep from a bet after paying TVG is higher than TVG's. So, they're keeping -
	-

	MR. SHAPIRO: On a California wager? MR. HINDMAN: I'm talking about for their company. MR. HARRIS: As I understood, they don't 
	get anything on a California wager. MR. HINDMAN: On TVG tracks? MR. SHAPIRO: Yes. MR. HINDMAN: Yes, well, I mean they pay 
	different royalties to different people. MR. SHAPIRO: No, answer his question. MR. HINDMAN: I did. MR. SHAPIRO: I didn't hear the answer. MR. HINDMAN: I was talking --he is 
	correct on an overall basis. 
	MR. SHAPIRO: So, he's correct. On a California track --exclusive track, You Bet accepts the wager, they don't make any money; is that correct?
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	MR. HINDMAN: That is correct, yes. And the other point I wanted to make is looking at the handle situation and everything else. I know that we are not here to refute each other, but I do know that You Bet does carry a couple hundred race tracks. They carry more tracks than anybody. 
	And they carry about --somewhere in the neighborhood of 20-that they give --in relationship from us. In any given quarter, a percentage of their handle, second, third, and fourth quarter of the year, they're from our basket of the tracks --is 50 percent. So, it's a very large proportion of their handle that they're deriving -
	-

	MR. SHAPIRO: That may be. But again, we are concerned what dollars end up in California benefiting the California industry. 
	MR. HINDMAN: I understand. 
	MR. MORRETTI: Can I ask you a question? John, sorry. And I would like to thank everyone who presented because this is very informative, and it is a complex issue. But I do have a real basic question, and I have --I understand the exclusivity and reciprocal and all of that. 
	However, is it true that California signals only go to 12 states, but the other companies sends
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	out to 37 states? MR. HINDMAN: No, I think -MR. SHAPIRO: Are you asking, is it true 
	-

	that TVG is only accepting wagers in 12 states on California -MR. HARRIS: If they're a licensee, which is You Bet -
	-
	-

	MR. SHAPIRO: That's correct. I understand they're licensees, but they're charging then a fee to that licensee, which means if there is less revenue that can come back to California, because they're having to pay sublicense fee. 
	So, the question first question is, is it 
	true that you only accept wagers in 12 states? MR. HINDMAN: Yes. MR. SHAPIRO: Yes, okay. And you license 
	your signal to --let's just use You Bet because they're here. You Bet pays you something for that signal; is that correct? 
	MR. HINDMAN: Yes. 
	MR. SHAPIRO: Okay. If there wasn't a You Bet, and this is theoretical, if there wasn't a You Bet and you decided to accept wagers in all the places that You Bet did, you would either make more money or we say no, pay the horsemen, pay the
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	industry that money, there would be more coming into the industry; is that not correct? 
	MR. HARRIS: I don't think --I think it's neutral to California purses and commissions if someone bets on TVG. 
	MR. SHAPIRO: No, that's not my point. My point is that you are charging You Bet a fee for your signal. You Bet in turn makes an agreement with the tracks and the horsemen in California for the California product that they're accepting wagers on. 
	They have to take into account what they have to pay you, which then tells them how much they can afford to pay the horsemen and the tracks; is that right? 
	MR. HINDMAN: There is no difference between what a --to my knowledge and understanding what the California tracks -
	-

	MR. SHAPIRO: Well, then let's ask You Bet -MR. HINDMAN: No, --if TVG took the bet or You Bet took the bet. 
	-

	MR. HARRIS: The problem is between You Bet and TVG is essentially the license fee is the total amount of the hub fee. 
	MR. SHAPIRO: No, but I guess what I'm
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	saying is TVG could accept a lower hub fee, okay. If you were accepting wagers directly and there wasn't a middleman, wouldn't you be able to conversely --You Bet just accepted to --if they didn't have to pay you a fee, they would be able pay more money back to the tracks and horsemen; isn't that true? 
	MR. HINDMAN: Actually -
	-

	MR. SHAPIRO: No? Let's ask You Bet. 
	MR. HINDMAN: I mean, we are speaking in 
	hypotheticals. 
	MR. COUTO: Actually, we're not speaking in hypotheticals. I can't reveal the rates, but I will tell you this, there are certain states that TVG considers exclusives that You Bet, I'll let Chuck come up and tell you, must pay them a fee whenever they accept a wager on a California track. 
	Let's look at this. Let's look at three different ADW companies, TVG, You Bet, and American Tab. They can each handle wagers on TVG's exclusive tracks. If TVG handles wager, they pay us X. 
	If You Bet handles that same wager in a non-TVG state, it's a Del Mar race, they handle it in a non-TVG state, they pay us X plus 80 percent.  If they handle that same wager in a TVG state, they only pay us X.
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	The third company, American Tab, if they handle a Del Mar wager in a non-TVG state, they pay X times two and a half. 
	If they take that same wager in a TVG state, they pay us X.  So, there's a huge difference because of the exclusivity that we get on the same signal depending on what state it is occurring. 
	Now, the funny thing is, TVG is distributing the audio-visual in all of those states, but there's only certain states that they can claim as exclusive states for the 12 up there. 
	So, there's a huge difference in return to our industry. There's a huge difference, as is there is a huge cost to You Bet when they have to pay TVG. The yield on a California wager, I'll let Chuck talk to you about this, to You Bet in an exclusive state is almost nothing. 
	And as any business is making nothing selling a product, they're going to be forced to sell something else in order to make money, just as, and this is the last part, just as when TVG does not have California product, when they don't have Santa Anita, when Bay Meadows shuts down on that seven, TVG will have no California product. 
	And what they will do is drive their
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	players, Californians included, to the products, which means they will drive them, we see it every year, to non-California races.  And we will receive less. 
	All we are trying to do --and this is a matter of negotiation between the parties. It's not really regulation. We are trying to protect California signals to maximize what's being returned. I'll let Chuck address the economic issues for them. 
	MR. CHAMPION: Chuck Champion, Chairman, CEO of . Just to clarify a couple things about the economics in California. It is in fact true that any wager that we take on a TVG track in the State of California yields us nearly nothing. Our overall average in the State of California is about 1.6 percent total. 
	UBet.com

	We are required according to our sublicense agreement that we signed with TVG approximately a maximum of 8.5 percent on any wager that we take on a TVG track. That consists of five and a half points to TVG, and three points to the host track --or 3.5 percent to the horse track and five percent to TVG. 
	In fact, and I can't comment too much on this because we're in litigation now in Delaware over this very issue because there is a supplemental host
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	fee that we're required to pay in California to get 
	our content on TVG tracks. 
	TVG's position is litigation is that is not a host fee. It is a supplemental host fee. It has nothing to do with host fee. We basically owe them another three million dollars for the rights to take the content out of California. In essence, TVG is telling us that we should in fact go Negative on bets. 
	MR. SHAPIRO: What is this supplemental host fee? 
	MR. CHAMPION: The supplemental host fee is the relationship between the track and the horsemen --that You Bet is required to pay to the track in order to receive the signal. 
	And there is a relationship between the track and the relationship between the horsemen, and wherefore You Bet to receive the signal.  We believe it is part of our agreement. TVG's position is it's exclusive. It's not part of the agreement. 
	So, again, I can't get into too much of the legal discussion, but I think it's suffices to say by their behavior that they not only believe that we should in fact make zero on the signal in California, we should go negative on the signal in California.
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	Now, what You Bet has done over the last three and half years that I have been with the company in 2002 is try to maintain a relationship within California, where California racing would be the most productive --that you can find. 
	We believe in California racing. We think it is critically important. And we understand it's in trouble. Our fastest growing customer segment at You Bet is 21 to 30 year olds. It's because we market pop site with  and CBS. And we are spending millions of dollars to develop that market, because we think it is important. 
	ESPN.com

	We also curtail any and all marketing efforts within 25 miles of a race track because cannibalization is important to us as well. You basically have told us what we need to do as an ADW provider in California and how we can be productive, and we've tried to do that. 
	We've minimized the amount of handleship from California by Californians --or California content, and by non-Californians, because we think that California racing is in trouble. 
	But frankly, on other tracks where we have low yields, we have marketing programs in place that move customers from low yield tracks to higher yield
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	tracks. I've got a responsibility as a public company to maximize revenues to the best of my ability. And we have in fact done that. 
	So, when John Hindman talks about out margins being in 67 percent rate, he's absolutely correct. That is true. I can't tell you whether they're greater than his or not, because all of his financial quite frankly are not disclosed are not disclosed. 
	So, his revenues, his handle numbers --his handle numbers are disclosed. His revenues are not disclosed. His yield numbers are not disclosed. But it means that what I'm doing is I'm promoting harness tracks that have larger take outs and where we have more favorable -
	-

	It means that I'm promoting tracks in other states where I'm not paying these fees. It means that I am promoting those. And it means by promoting one, I'm not promoting others. 
	So, I can't comment on whether or not the issues that Drew had brought up about antitrust are accurate or not. But I can tell you that the effects of these relationships have the same outcomes. It inhibits our ability to promote California to the extent we want to. And it affects California racing.
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	Now, having $65,000,000 for the privilege of having these exclusives, I'll tell that if you leave them in place, we will try to do our best to take advantage of that and to promote California and to do what we can within the limits that we have. 
	We're not up here asking you to get rid of those exclusivities, because we pay for them. They are an advantage. I fully admit that. We use it because we have all the content. 
	But I'll also tell you that we truly believe that they are the worst thing that can occur in this industry. You need to have as much distribution of this signal as possible. Not to have it on Express Bet is not in California's interest. It will hurt us. Be very clear, giving content that now does not go on Express Bet to Express Bet is going to hurt You Bet. There will be cannibalization. 
	And we in fact will suffer as a result of it. But it is undeniable that the tracks will enjoy a benefit and horsemen will enjoy a benefit.  Purses will increase, and likely handle will increase because the content is better on that platform. So, now I will yield to questions that the Board may have.
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	MR. SHAPIRO: Well, I think it is very informative. And again --I don't know if anybody from Express Bet is here. I would like to Express Bet, but --oh, you're right there. I'd like to get a million dollars dropped in my lap also. 
	Thank you, Mr. Champion. 
	MR. DURY: Scott Dury on behalf of Magna Entertainment. I know this gone on for a while, so I will be very brief with my comments. We believe the exclusivity model is bad for the industry. I say that with two different hats on. 
	I say that with my race track hat on behalf of Santa Anita and Golden Gate Fields. We would as broad distribution as possible. I also say with my Express Bet hat on that Express Bet doesn't believe the exclusivity model is good for the industry. 
	Now, Mr. Shrewd made a comment earlier that at one point several years ago we were attempting an exclusive model ourself, somewhat in defense to the position TVG was taking, and you know what, we learned from out mistake. It just doesn't work. It's not good for the industry.  It's not good for the horsemen. 
	And it's particularly not good for the fans. They're the one group who is not represented
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	here today, but let's remember the complaint that we all hear all the time. How come I have to have a TVG account to get Hollywood Park, but this account to get Santa Anita, and how come with You Bet I can get both? It doesn't make any sense why don't all the providers have all the content. That's what we believe makes the most sense. Let's let the market decide. If Express Bet fails and TVG prospers because they have a better product, so be it.  Let's just make it a level playing field. That's basically it
	MR. SHAPIRO: You are you like TVG are in the TV business. What we have heard is that the TV business requires that you have these exclusive arrangements to distribute the product exclusively. 
	Now, you are in the TV business. If there was --do you also take the same position that --you are in 37 states or something like that. And if you had the distribution that they have, would you require that there be this exclusive arrangement so you would broadcast TV to all the states and similar to what TVG does today? 
	MR. DURY: Well, we don't agree with them quite honestly.  And you made the comment earlier, which is we believe one hundred percent accurate our
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	 112 industry is a wagering driven industry.  We are not an advertising driven industry. 
	So, my answer would be different if we were making all the money on advertising but we're not. Given that we are driven by wagering, if there's two channels someone can go to and wager on, all the better. 
	It's also --we can't forget how many race tracks there are out there. It's not that if --you can have two channels showing different race tracks for that matter. If everybody could wager on both tracks, doesn't necessarily mean that you would be showing the signal at the same time on both stations. You could be showing different signals. 
	But the important part is let's do what the fans tell us they want. Let's let our fans decide if they want to sign up for You Bet, Express Bet, or TVG and once they've signed up and they're with a provider they like, let them bet everything. 
	MR. SHAPIRO: Am I also correct in my understanding that --let's use Del Mar or Hollywood Park, an exclusive TVG track, okay. It's exclusive. They get to do the television. They promote their wager. Why can't Express Bet --is the exclusive 
	25  that says Express Bet can't even accept a wager on
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	that because they have the exclusive content? MR. DURY: Correct. MR. HARRIS: I'm not clear a Magna's 
	position that you don't feel exclusive contracts are good, but don't you require exclusive contracts now on your own tracks? 
	MR. DURY: No, we don't. We provide our content to You Bet. We provide --and this doesn't apply to California because they're not licensed in California, but we provide our content to America Tab. We provide our content to Connecticut Oak TV. We provide our content to Philadelphia Park Phone Bet. 
	There may be some I'm forgetting off the top of my head, but Magna tracks are available to other account wagering providers. We did several years ago have --again, we tried out the exclusive model. We heard loudly and clearly from our partner horsemen from various regulators across the country and most importantly from the fans that they didn't like that model. So, we discontinued that.
	 MR. HARRIS: And the right to achieve that exclusivity say for You Bet as I understood is basically the whole thing. Basically You Bet is similar with Express Bet. They don't make money on a
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	California bet. 
	MR. DURY: You Bet is not forcing the exclusivity. What You Bet has done is they've gone to party who holds the exclusive right and said let me sublicense it, and they were told, fine, you can sublicense it, but in return we want all your money so that you're not going to make any money on a wager. We don't have that model. 
	MR. HARRIS: So, basically You Bet makes more money on a wager on a Magna track than they do at a wager TVG track? 
	MR. DURY: Well, I mean, yes. We have negotiated an arrangement with You Bet. You Bet does make money, honestly they probably would tell you they don't make as money as they would like, and we would tell you they probably make more than they should, which means there was a good negotiation and we came out somewhere in the middle.
	 MR. HARRIS: I was assuming that You Bet's arrangement with effectively Express Bet was the same as their relationship with TVG. 
	MR. DURY: Not at all. And when I say You Bet makes money when they accept a wager on a Magna track, the same thing applies America Tab, to Philadelphia --to all the other off track systems
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	that we provide our content to. 
	We believe that the best thing for the racing industry and the fans is to let everybody carry all the content. Let the fans decide and have the most opportunities to wager. 
	MR. SHAPIRO: Why shouldn't we just have one TV signal or whoever wants to put on a show and just let every company though be able to wager. The problem I have is why not --if it's Hollywood Park or Santa Anita, and one company is closed out from taking a wager, I do not understand why that has to be. If they want the exclusive television because television dictates that, why shouldn't that be allowed? That is the part I just don't follow. 
	MR. DURY: I believe it should be.  I agree with your position, but we heard TVG say that they want the exclusive wagering rights. So, that's been their position -
	-

	MR. SHAPIRO: That wagering rights and television have to go hand-in-hand, and I guess I'm saying why can't they continue to have the exclusive television rights at their exclusive tracks, but the other --you're the only other television company or HRTV -- why can't Express Bet accept wagers there?  just feel again that we are limiting our breath of
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	exposure to accept wagers. 
	MR. DURY: We, Express Bet, are open to any reasonable solution to this problem. It is clearly a problem. We've all talked about it for an hour now, and I'm not sure exactly what the answer is. 
	We're willing to work with the horsemen, the commission, with TVG, with You Bet, with everybody, to come up with something that makes sense. In fact, we tried very very hard to do that. Thus far it is within up successful. 
	MR. SHAPIRO: Well, thank you. Is there anybody in the audience that needs to address this any further? As we said at the onset we're not going to be able to conclude this. I think this is a very serious matter. 
	I think that we have to look at what's good for the industry as a whole, how we can help our tracks have more revenue, how we can raise our purses. It's foolish to think that we're going to get any kind of slot revenue anytime soon. 
	And if he can enhance our ADW model to improve our purses that will attract more horses, more horsemen would --get more revenue to the tracks so they'll make improvements and make the facilities more comfortable, I think that's what we're charged
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	to do. So, unless anybody has any other comment, I 
	think that we should move on. 
	And I know this has been long, if there isn't anybody that is here specifically to address Item No. 10, which is the discussion on suggestions to stop and limit illegal gambling if California by offshore entities, I would recommend that we defer that agenda item in the interest of time.  Does anybody have any objections to deferring that item? 
	There being none then let's defer that. The next one is report from the Ad Hoc Committee on the progress of establishing procedures for insuring public disclosure and accuracy of jockey weights. 
	I will report, and it's very short that a presentation was made at the RCI Board meeting as we had agreed the Ad Hoc meeting put together a list of the uniform standards that would be put forth and hopefully be adopted nationally. 
	At the meeting in March of this year, those proposed rules and standards are going to be submitted to RCI once we can get buying from them, but I think we would be in the position of adopting new standards which would ensure public exposure disclosure. So, I don't think there is much else to report on that at this time unless anybody has
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	comment on it. There being none, we'll go on to Item No. 12. 
	Item 12 is discussion and action by the Board regarding compliance with a Peremptory Writ of Mandate issued by the Court in California Harness Horsemen's Association versus CHRB. I would first look to our Deputy Attorney General, who quickly made it to the podium and get his comment. 
	MR. PINAL:  Thank you, Mr. Chairman. Randy Pinal, Deputy Attorney General. On November 29, 2005 CHRB staff received a Peremptory Writ of Mandate issued by the clerk of the Court to the Board directing the Board to nullify and invalidate its May 2003 decision regarding impact fees including Capitol Racing, California Harness Horsemen's Association, Los Alamitos Quarter horse Racing Association, and Pacific Coast Quarter horse Racing Association.
	 This meeting is the first regularly scheduled meeting after staff received the Writ for which discussion and action can loftily be taken pursuant to public notice requirements in the Bagley Keen Open Meeting Act. 
	Yesterday, I learned that Los Alamitos filed a notice of appeal on January 13, 2006. In the notice of appeal Los Alamitos challenges the judgment and
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	Writ of Mandate as well as the court's denial of an order to --of an earlier motion to dismiss filed by this Board, Los Alamitos, and PCQHRA. 
	Under Code of Civil Procedure Section 1094.5 subdivision G, if an appeal is taken from --the agency's decision or order of the state pending the determination of the appeal unless the Appellate Court orders otherwise. Also under Code of Civil Procedure Section 916 subdivision A, the proceedings in the trial court including enforcement of a judgment or order are --while an appeal is pending unless the trial court or a court of appeal orders otherwise. 
	At this time, we have no information suggesting the court has lifted the automatic stay in order --the Writ pending appeal. So, unless -until the trial court or a court of appeal directs the Board to enforce the writ, we advise the Board to take no action at this time. 
	-

	MR. SHAPIRO: Thank you. In light of that, I would recommend that the Board follow the deputy attorney general's advice and not take action. Does anybody have a problem with that? Fine. 
	Item No. 13 regarding discussion and action by the Board regarding the moneys Capitol Racing LLC
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	is required by the Business and Profession Code section to share, per written Horsemen's Agreement, with California Harness Horsemen's Association for harness meetings, from 1997 to 2004, and formulation of plan if deadline for distributing the funds. Mr. Pinal?
	 MR. PINAL: Randy Pinal, Deputy Attorney General. I want to clarify what appears to be an oversight in the staff analysis on this particular agenda item. It was most likely an unintentional oversight because as the Board knows sometimes these issues can be complicated and complex. So, I just wanted to Clarify the staff analysis says, and I quote, "The horse racing law indicates that this source of funds should be split 50-50 with the horsemen pursuant to a written agreement." 
	Just to clarify, the horse racing law specifically section 19605.7 subdivision C states that .5 percent of the total amount handled by each satellite and wagering facility shall be distributed according to a written agreement for each race meeting between the licensed racing association and the organization representing the horseman in that particular meeting. 
	In June of 2005, the Board held the
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	language in the horsemen's agreement section 13B, between CHHA and Capitol Racing for the periods of 1997 through 2004 required Capitol to split the promotion fund money 50-50 with the horsemen.  I just wanted to make sure that the record was clear in that respect. 
	MR. SHAPIRO: Thank you. 
	MR. PINAL: It has also come to my attention since the last Board meeting, a new round the litigation has commenced between Capitol Racing and CHHA and other entities that includes resolution of the promotion fund issue. The attorneys for both Capitol and CHHA are here today. And perhaps the Board could have them confirm that the litigation that encompasses the promotion fund issues that are currently before the court. Based on these new facts and to avoid duplicate and parallel proceeds before this Board an
	MR. SHAPIRO: Thank you. I would like to just confirm that. Is there any legal counsel here and CHHA or from Capitol? Can one or the other
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	please confirm whether or not this matter is in fact 
	subject to litigation. 
	MR. MANDEL: Jerry Mandel on behalf of the California Harness Horsemen's Association.  Good afternoon everybody. I suspect as most things that involve these disputes, it's not quite that clear. The status of things is as follows. I think that Mr. Pinal would agree that previously in response to the Board's ruling that Capitol Racing is required to disburse the promotional fund that Capitol Racing initiated a Mandamus action, yet another lawsuit in Sacramento. 
	It is my understanding as well as Mr. Pinal's I think, I can only speak for myself, that action has not been prosecuted for some reason, nor has there ever been a stay of this Board's previous decision. This Board hasn't issued a stay order. The Court hasn't been asked to nor has issued a stay order. The this lawsuit simply was filed since then. 
	To clarify what Mr. Pinal just said, you may or may not be aware that recently Capitol Racing filed yet another lawsuit against Los Alamitos race course, Scott Wink, Sacramento Harness Association, and CHHA. That lawsuit deals with 612 money issues
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	that you're familiar with having to do with the impact fee negotiations, disgorgement issues, unjust enrichment issues and the like. 
	In response to that lawsuit that was recently filed and served on December 16th, and when I say served, it was served on CHHA and Los Alamitos, CHHA responded by filing a cross-complaint against Capitol Racing. In that cross-complaint there are a number of issues that are raised, which the Board is well aware of.
	 One of those issues that has been raised is to seek compliance with this Board's prior ruling in connection with the promotional fund issue. That is to say we have said we would like the court to enforce that ruling by the issuance of a formal judgment for the million and a half plus interest, or alternatively for some reason has Capitol Racing has urged in its other lawsuit that the promotional fund decision by this Board is not valid for some reason, that you did not have authority for some reason, that 
	MR. SHAPIRO: So, if I can interrupt you, I think that was a long yes. MR. MANDEL: It is a long yes, except that
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	one of the things that CHHA is doing is relying on your previous decision. That's why I'm trying to be clear. 
	MR. SHAPIRO: I understand, but at the very end in the event you don't --there is something faulty with the actions we've taken, you've nevertheless asked the court to in its own right find that the court would find -
	-

	MR. MANDEL: It's a delicate balance only in the context that Capitol Racing's is that the Board does not have the power to do what it did. We say you did. 
	MR. SHAPIRO: I appreciate that. I don't know if there is any chance that the parties here are ever going to wake up and realize that they ought to get in a room and try to work some of this stuff out. I don't know how anybody can afford all these attorneys fees. It's not for me to worry about, but this is ludicrous. 
	Having said that, in light of the new lawsuits, the old lawsuits, the lawsuits still to be filed, and I would recommend to the Board that we take no action at this time.  I don't want to deny -
	-

	MR. CHEIT: I am David Cheit. I'm with the same firm as Mike Green. David Cheit, Stevens and
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	O'Connel for Capitol Racing. I'll sit down with Mr. Mandel just as soon as I get this ADW thing straightened out. 
	MR. SHAPIRO: Well, when you do, and you must be highly skilled. If you could give us all the memorandum on it, we would appreciate it. 
	MR. CHEIT: This is on the record. I better stop short of promising a solution. I think the issues of whether the Board has jurisdiction to take action on this are properly before the courts. I think the courts are the right place to do it. If Mr. Pinal recommends that the Board take no further action, we would certainly favor that, because we think this --where it belongs.
	 MR. SHAPIRO: Okay. Thank you. Before you go away, is there any chance that you could get your client to sit with them and try to work through some of these issues? I know you guys are putting kids through college on this. But is there any chance that you could sit down -
	-

	MR. CHEIT: Only one kid. 
	MR. SHAPIRO: Fine. We're not getting our kids through college hearing this. Is there any chance that you could try to work some of this out? I mean, this is just on going, on going, and I really
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	ask that you go back to your clients and see if they won't try to find some sanity and resolve some of this. 
	MR. CHEIT: There's always hope. There's always a chance. We have proposed that all parties to all disputes sit down and mediate -
	-

	MR. SHAPIRO: Well, they suggested, and with due respect to that, I believe an offer to put forth to binding arbitration or if some form of mediation was put forth to your client by his client, CHHA, he has a lot of clients. And I would really suggest that if there is any way to do it, that that be used, because frankly we have other issues that are important to this industry and we're spending too much time dealing with the fight. So, that is my two cents.
	 MR. CHEIT: I appreciate that, and I do have the same hope as well. 
	MR. SHAPIRO: Please ask your client. In light of that, I recommend that the Board take no actions on the matter at this time. Does anybody have a problem with that? There not being any we are going to hopefully get through this. 
	General business. Is there anything that needs to come up under general business?
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	MR. JENSON: Dr. Ron Jenson, working on the CHRB microchip program. I just wanted to give the Board a brief update on the activities that --this discussion concerning the microchip program for the CHRB began last summer. 
	And it began based on the fact that the United States Department of Agriculture had mandated that all livestock including the horses be able to be electronically identified by somewhere around 2009, and also by the fact that the racing industry has long wanted some method of determining and keeping better track of the comings and goings, the ins and outs of horses coming and going into the racetrack. 
	We were made aware that the USDA is going to make project money available for these activities. The long and short of it is we applied for about a $200,000 grant to implant about 4000 horses in southern California and develop a tracking mechanism between five locations where horses are stabled when they're racing in southern California. 
	We were awarded about $97,500, which is approximately half of those fees that are necessary for this study. I learned just this morning that various racing entities have gotten together with Scott Wink, I believe, and have agreed to provide
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	another $97,500 for this project. MR. SHAPIRO: Well, that's wonderful. MR. JENSON: Yeah, that is pretty good 
	news. I brought them as well, unless I do not want to leave out anybody who worked on that, but it was certainly an appreciated effort. 
	The inner agency agreement is about to be --is ready for signature. You have to appreciate that the funds are made available --I mean the grant fund is made available by the USDA. It's administered by the CDFA, California Department of Food and Agriculture, it's going to be spent by the CHRB. 
	So, it's been a long process, but that inter ADC cooperating is ready for signature. The database that is being developed by the Encompass Solutions, which is a subsidiary of the Jockey Club Information Systems, has the database nearly complete and is up for testing. 
	So, the next step I think we'll begin with the premises I.D., the tracks that were involved, the locations that are involved in this final project study as well as all the race tracks and -definitely have to have a premise I.D. 
	-

	It is a fairly simple project and a fairly
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	simple procedure, and we'll get started on doing that. Then after we get the personnel in place to identify the horses to implant the horses and basically get started. 
	I would like to emphasize this as a pilot project. The use of the microchips for identification has been utilized in several countries. However, the tracking process is new, so this is indeed a pilot project. There will some changes that will have to be made as we go and that we will learn as we go. 
	I think there has been sort of a business plan, if you will, which is not the right term, but I believe that the draft of the interagency agreement that has been circulated to the Board members, which basically outlines the procedures that we propose to go through on this project. 
	Somewhere down the road, the Board will have to determine whether this will be a mandatory thing. I think it should all be based on the results of this pilot project. But something to keep in mind, and I know that we've had discussion about it. Probably at some point in time there will be a mandatory thing amended by the Board. 
	The final thing I would like to tell you is
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	that is recently there was a good article in the Thoroughbred Times on Microchips, which explains some of the use and some of the evolving uses that might be associated with microchipping of livestock in particular horses. It's in the Thoroughbred Times a couple days ago, January 17th. Thank you. 
	MR. SHAPIRO: Thank you, Dr. Jenson. And I think it is terrific that we are going to get this pilot project off the ground. I do think that now it is new news, at least to me, that there is some matching funds to help get the program set. And I think that we should see a complete business plan for lack of other. 
	And as you know, we are moving to try to replace you which will be hard to do as a Medical Director. But I think that in that process we should involve also the new employment director to oversee this and work to get this program moving. And so, I just want to thank you for your work, and thank you on this. 
	MR. HARRIS: Go ahead. 
	MR. CASTRO: My name Richard Castro, I represent Pari-Mutuel Employees Guild Local 280. Going back to the Internet discussions I just want to say --the ADW stuff?
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	 131 1 MR. SHAPIRO: Yes. 2 MR. CASTRO: I just want to say that I 3 found those presentations very educational, very 4 informative, and I want to thank my friends in the 
	racing industry for the presentation that they put 6 on. 7 The only thing I want to leave you with is 8 I want to make sure that in your efforts to solve 9 these problems that we get included in the process 
	rather than excluded. 
	rather than excluded. 
	rather than excluded. 
	That is all. 
	I'm being nice. 

	11 
	11 
	Black Mold. 

	12  
	12  
	MR. SHAPIRO: 
	Mr. Castro, don't Black Mold 

	13 
	13 
	me. 

	14 
	14 
	MR. CASTRO: 
	I'm going to Black Mold you. 

	TR
	MR. SHAPIRO: 
	No, you will be included. 

	16 
	16 
	You should be included. 
	We all are well aware of 

	17 
	17 
	your position. 

	18 
	18 
	MR. CASTRO: 
	You know, I got pretty hot. 

	19 
	19 
	I'm going to take my jacket off. 

	TR
	MR. SHAPIRO: 
	Does anybody else have 

	21 
	21 
	anything -
	-


	22 
	22 
	MR. CASTRO: 
	Black mold. 
	I do have 

	23 
	23 
	something on Black Mold. 

	24 
	24 
	MR. SHAPIRO: 
	No, relax. 

	TR
	MR. CASTRO: 
	No, no. 
	It's a good one.
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	Your gentleman here, Ken Labey, I believe his name is. We've had a talk, and he's agree to include us in the process in the future. And for that, I want to say thank you to the CHRB staff and commissioner. God Bless You. 
	MR. SHAPIRO: Thank you. And have a nice Christmas, Santa. MR. JAMGOTCHIAN: Commissioner, Jerry Jamgotchian. 
	MR. SHAPIRO: Before you start, I'm going to ask that --we will listen to whatever it is you choose to speak on so long as it does not involve any matter where a complaint or any litigation or investigation is taking place. We are not allowed to hear that, okay. 
	So, if you want to address us on some general subject that is not part of any specific subject which is currently being dealt with by this Board or any part of this Board, that is what we can hear. 
	If what you're hear to address us about is something that is part of an investigation, litigation, or complaint we are barred from listening to it. 
	MR. JAMGOTCHIAN: You don't hear complaints
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	from people with regards to Board matters; is that 
	what you're telling me? 
	MR. SHAPIRO: We --understand something. You have timed actions, which bar us from hearing them. 
	MR. JAMGOTCHIAN: The actions are against the CHRB. 
	MR. SHAPIRO: I will turn to our Deputy Attorney General, who we have to rely on. I simply want to make sure that we are not -
	-

	MR. JAMGOTCHIAN: I accept that. The CHRB has not been sued by me at all. 
	MR. SHAPIRO: I believe --Mr. Knight, if you would please advise us, I'm aware that there is a lawsuit that is pending against one of the people that we license. And there is various communication. There are allegations being made against some of our staff with respect to production of documents. I don't want to go into an area that would be improper. 
	MR. KNIGHT: Mr. Jamgotchian is represented by counsel --the defendant in a lawsuit --is being sued. He's represented by our office, by the Attorney General's office. 
	And my advice to you would be that you not have any discussions with Mr. Jamgotchian about any
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	of this relating --anything to do with the complaint he's made, a complaint about one of your stewards, which is a potential disciplinary issue, which could come before this Board. 
	And you have a lawsuit pending against one of your agents, and you should not be in communication with him. You're both represented by counsel. If the counsel has some discussion, they should have it with each other. The client should not be out in front of his Board trying to push some point that he may have that really pertains to his complaint against Mr. Slender. 
	MR. JAMGOTCHIAN: I'm not pushing anything with regards to Mr. Slender. I'm hear to address the Board on some concerns that I have. And that's specifically what it's about. Plus, I have an answer for you on your ADW procedures.
	 Let me give this to you, and then I'll provide you -
	-

	MR. KNIGHT: If this has to do with your lawsuit or complaints give that to your attorney and ask him to give that to the attorney that's representing Mr. Slender. 
	MR. JAMGOTCHIAN: You can wish to review it or not, I have the opportunity here, and I will
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	explain to you -MR. SHAPIRO: No, you don't have the opportunity. That's what we're trying to tell you. MR. JAMGOTCHIAN: I have the opportunity to 
	-

	address the Board. I'm not asking to say anything -MR. SHAPIRO: We can cannot hear it. MR. JAMGOTCHIAN: You don't even know what 
	-

	I'm addressing. 
	MR. SHAPIRO: Just give us the assurance it has nothing to do with any of the matters that we've been referring to. 
	MR. JAMGOTCHIAN: It has nothing to do with 
	my litigation with Mr. Slender. MR. SHAPIRO: Okay. And any matters -MR. JAMGOTCHIAN: Well, what matters are 
	-

	you talking about? Let me make my presentation, if you feel there's something off balance, you can address it. The first question I have is of horse owners why I'm here. 
	I'll give you the answer to the ADW question. This whole matter has been gone through many, many times with regards to exclusive contracts for revenue collection. Waste management has exclusive contracts throughout many cities in the United States.
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	Interestingly enough, the cities now, Beverly Hills is a classic example, doesn't have exclusive contracts anymore. What they have now are franchises.  Now, when the racing board --I'm was interested in listening, but was there ever a right to anybody like TVG in giving them the right to assign their rights to the rights that they have? 
	I mean, you allow people to sublease their rights. Is that something that is authorized under the agreements? It seems to me that if --in this particular case the trash franchisee, I can't franchise my trash service in the City of Beverly Hills. I have to do it myself. 
	By allowing TVG to franchise, or sublicense, or create agreements to generate money, the people that have misstepped here are the people that made the contact. 
	So, if somebody in this agency could look at a trash company model, they'd see that the industry now is not exclusive. It is directly a franchisee or sublease payments directly to the entity that has, in this particular case, the trash. So, maybe your staff could consider that. 
	MR. SHAPIRO: Thank you. MR. JAMGOTCHIAN: And allowing them to sign
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	their rights it ridiculous.  And speaking about ridiculous, speaking as a horse owner now. I have a hundred race horses. This is a very serious business to me. What occurred to me at Del Mar race track, you've all become aware of, you've read the lawsuit. 
	My basis here is integrity of the racing Board and the people that administrate the rules. Now, we have circumstances going on currently where I've made public records requests as a citizen can do to govern an agency. 
	The people that are providing the documents are not providing the documents they have. They're withholding the documents interestingly enough. Now, as that package contains there is clear evidence that we have a signed declaration by a former associate steward who said that she sent six email communications to Ms. Fermin. Ms. Fermin's office, Ms. Rose, Ms. Ross rather, has said no such communications exist.
	 MR. SHAPIRO: Okay. MR. JAMGOTCHIAN: This has nothing to do 
	with the lawsuit. MR. SHAPIRO: MR. Jamgotchian, it does. MR. JAMGOTCHIAN: It does? MR. SHAPIRO: I've read -- please
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	understand MR. JAMGOTCHIAN: --Public Records Act. MR. SHAPIRO: I understand. Okay. MR. KNIGHT: It's clearly related. MR. SHAPIRO: It is related to the case. 
	You are asking for this information related to your case. We cannot hear it, okay? I suggest -MR. JAMGOTCHIAN: Let me ask a general question. 
	-

	MR. SHAPIRO: Let me finish. Have your attorney contact our attorney. That is the proper course of communication. 
	MR. JAMGOTCHIAN: The first issue I -MR. SHAPIRO: Please have him do that, and then you will get a response. 
	-

	MR. JAMGOTCHIAN: Don't worry. There will be discovery propounded with regards to that. I'm asking you as the Board, does the Board respect the Public Records Act?  Simple question, does it wish to follow the Public Records Act? 
	Does it wish to designate its employees and request its employees to follow the Public Records Act? That's the question. If it doesn't, then that's fine. 
	MR. SHAPIRO: But the Board at all times
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	wants to adhere to all of the regulations and the 
	acts that we are governed by. 
	Now, having said that, with respect to what you're dealing with, it is related to your lawsuit. I appreciate that you have invested so much money in horse racing, and I appreciate all that. I'm simply asking you to please have your attorney deal with our attorney so that we can properly adjudicate or deal with the issues at hand. You are going about it wrong. 
	MR. JAMGOTCHIAN: Mr. Knight just totally spoke in something that we aren't even aware of. Up until this morning at 10:00, nobody from the State had contacted by attorney with regards to Mr. Slender at all. 
	So, if the State is going to pick up representation for Mr. Slender, that's wonderful. We'd like to communicate with the State. The State has not addressed a defense from Mr. Slender. 
	MR. SHAPIRO: Again, please have your attorney contact Mr. Knight. Can we just leave it at that? 
	MR. JAMGOTCHIAN: We will as soon as Mr. Knight advises us that he's representing Mr. Slender.
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	MR. SHAPIRO: I suggest that your attorney contact Mr. Knight, and he can find out what Mr. Knight's staff says, who he represents, who he doesn't, what all the facts are. Please address this to Mr. Knight.
	 MR. JAMGOTCHIAN: We'll wait to see who 
	answers the Complaint. MR. SHAPIRO: Is there anything else? MR. JAMGOTCHIAN: Yes, there is with 
	regards to another issue that I sent. It's in the document clipped.  I requested a copy of the rules, which the condition -
	-

	MR. KNIGHT: This all relates to his 
	lawsuit. MR. JAMGOTCHIAN: The rules of racing -MR. SHAPIRO: Okay. Mr. Jamgotchian -MR. JAMGOTCHIAN: --racing office -MR. SHAPIRO: Do you need a set of rules? MR. JAMGOTCHIAN: Yes, I would like a set 
	-
	-
	-

	of rules. 
	MR. SHAPIRO: Okay. You give me a business card or address, and I will make sure that somebody from our office sends you a set of rules you need. Is there anything -
	-

	MR. JAMGOTCHIAN: Ms. Fermin told me
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	there's no rules. There haven't been for two years. 
	MR. HARRIS: The issue is, the rules are on our website. I think the actual book of rules may not have been published, but it's all there. 
	MS. FERMIN: It hasn't been for, I believe, two years. The updated rules are on the website with all changes and amendments. 
	MR. HARRIS: 
	MR. HARRIS: 
	MR. HARRIS: 
	So, everything is available to 

	the public. 
	the public. 

	MR. KNIGHT: 
	MR. KNIGHT: 
	Again, this is a matter --a 


	formal matter that's pending. There is going to be formal response to his request. This is not something that should be taken down here. It's not on your agenda.
	 MR. JAMGOTCHIAN: First off, with regards to -MR. SHAPIRO: Unless there is anything totally unrelated to this -
	-
	-

	MR. JAMGOTCHIAN: Yes, there is with regards to the rules. How do the trainers know what the rules are if there are no rule books available at the CHRB office? It says in the condition book that there --is this current? Thank you. I appreciate that. 
	MR. SHAPIRO: Thank you.
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	MR. JAMGOTCHIAN: That's good. That's all 
	I ask. MR. SHAPIRO: Right. Thank you very much. MR. JAMGOTCHIAN:  One other issue. With 
	regards to more investigation. Is there a case that's open? 
	MR. SHAPIRO: Okay. Excuse me. I don't know --if the more investigation has anything to do related to anything that you have a claim against us or an agent of us, if that's what you're referring to, I suggest your counsel please contact our counsel. It's the proper method of communication. 
	Mr. Jamgotchian, I really hate being heavy
	 handed with you. MR. JAMGOTCHIAN: No, it's fine. MR. SHAPIRO: It's not fine. You are an 
	owner. You deserve to be respected. But you are putting us in the --position. Please don't do that. Okay.
	 You deserve every day in court that you want. I have no problem with your pursuing anything. Do as you feel is in your best interest. 
	MR. JAMGOTCHIAN: I have done that. MR. SHAPIRO: Stay an active participant in California racing. But please understand, the
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	position that we're in, we're forced to take this position.  So, please stop and have your counsel contact our attorney. 
	MR. JAMGOTCHIAN: But you aren't forced to have your employees violate the Public Records Act. 
	MR. SHAPIRO: I'm going to adjourn the meeting now.  If there is not anything else that needs to come before the Board? 
	MR. JAMGOTCHIAN: Thank you. Mr. SHAPIRO: There being none, I adjourn the meeting. Thank you. (Meeting concluded at 2:30 p.m.) 
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