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A GE ND A (continued)

Di scussi on by the Board and report from
staff on the concluded race neeting of
Hol | ywood Park from Novenber 3 through
Decenber 30, 2004.

Di scussion and action by the Board on the
request of the Bay Meadows Foundation to

distribute charity racing proceeds in the
amount of $64,500 to 23 beneficiaries.

Di scussion and action by the Board on the
request of the Del Mar Thoroughbred Club to
distribute charity racing proceeds in the
amount of $176,400 to 23 beneficiaries.

Di scussi on and action by the Board on the
request of the Holl ywood Park Racing
Charities to distribute charity racing
proceeds in the anmount of $192,812 to 29
benefi ciari es.

Staff report on the follow ng concl uded

race neeting

A. Pacific Racing Association at Gol den
Gate Fields from Novenber 10 through
Decenber 20, 2004.

Committee Report

10.

Report of the Ad Hoc Conmittee on
Jockey CGuild.
Conmmi ssi oner Richard Shapiro, Chairman

Ot her Busi ness
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12.

13.

General Business: Conmunications, reports,
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requests for future action of the Board. NA (180)

O d Business: Issues that nmay be raised
for discussion purposes only, which have

al ready been brought before the Board. NA (180)

Executive session: For the purpose of
recei ving advice from counsel

considering pending litigation, reaching
deci sions on adm nistrative |licensing and
di sci plinary hearings, and personne
matters, as authorized by Section 11126
of the Governnent Code.
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A GE ND A (continued)
PAGE
13. Executive Session (continued)

A. Personne
B. Board may convene an Executive Session
to consider any of the attached pending
litigation.
C. The Board may al so convene an Executive
Session to consider any of the
attached pendi ng administrative
licensing and disciplinary hearings.
(1) Discussion of procedures to review
and act on recomended deci si ons
by the Administrative Law Judge.
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ARCADI A, CALI FORNI A; THURSDAY, JANUARY 20, 2005

9:05 A M

CHAIR HARRI S: Before opening the nmeeting of
the CHRB at the Arcadia City Hall, what we're going
to do is now adjourn into executive session. And we
wi |l be back here in probably about 25 mnutes to get
the regul ar agenda started, try to nove it al ong.

Could we clear this roon? 'Cause we
have to do the executive session in this room Okay.
Thank you.

(Executive Session: 9:07 - 9:35 A M)
EXECUTI VE DI RECTOR FERM N: Ladi es and
gentlenen, 1'd like to ask that the neeting come to
order. This is a regular neeting of the California
Hor se Raci ng Board on Thursday, January 20 -- excuse
me -- 2005, at the Arcadia City Hall Council Chanbers
at 240 West Huntington Drive in Arcadia, California.

Present at today's neeting, we have
Chai rman John Harris, Vice-Chairman W1 Iiam Bi anco,
Commi ssi oner Sheryl Granzella, Commi ssioner Marie
Moretti, Comm ssioner Jerry Mdss, and Conm ssioner
Ri chard Shapiro.

Before we go on to the business of the

nmeeting, I'd |like to ask everyone to please state
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your nanme and organi zation clearly for our court

reporter

before any business and, if you have a

busi ness card, please give that to the person prior

to your speaking.

ever ybody.

M. Chai rman?

CHAI R HARRI S:

I'd like to al so wel cone

And |'d particularly like to wel come our

new Executive Director Ingrid Fermn, who has really

been on the job just for a few weeks and has really

been able to hit the ground running and brings a

gr eat

resune and a | ot of experience to the job and

think's going to be an excellent executive director

for the Raci ng Board.

And |'m sure that all of you

will enjoy working with her.

Qur f

Decenber 2 neeting.

t hose

adopt .

rst itemis the mnutes of the

Any changes to those?

(No audi bl e response.)

COW SSI ONER MORETTI: | woul d nmove we adopt

m nut es.
CHAI R HARRI S:

Any second?

Okay. It's been noved to

VI CE- CHAI R Bl ANCO:  Second.

CHAI R HARRI S:

COVWM SSI ONERS'

CHAI R HARRI S:

Al in favor?
VO CES: Aye.

Those are adopt ed.
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Okay. Keep in mnd, too, | guess al
of you get the packages, but you can al so get the
package on our website that has both the transcript
and the minutes. |If there's anything in the mnutes
that you have concerns about or feel it didn't state
what happened very well, be sure to |l et us know, you
know, in advance of the neeting.

Okay. Next, we have a discussion and
action on the proposed policy recomendati ons of the
NTRA Pl ayers Panel .

MR. REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

As you can see in the package, we've
i ncluded the report fromthe Players Panel. And the
i nformati on, the suggestions, the recomendations in
t hat package are extensive. Certainly nothing we can
take on today.

So we recommend that we work with the
various comittees at the Board and deci de which
committees -- probably the Pari-Mituel will take on
quite a few of these -- but review those and deci de
at what neetings and what tine we can then get into
these subjects, which are, like |I say, far reaching
and di scuss them at the proper |level and depth.

But that's our reconmendation today.
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CHAIR HARRIS: Yeah. | agree it's going to
take some tine to really get into these. But | do
want to comend the Panel for a great job of putting
all the things together, nost of which | agree wth.

And | think a ot of work went into
this, and this is the sort of thing we need to really
pursue. | don't want to see this get, you know,
swept under the rug and not acted on.

I think we can't do that nuch today,
but we want to decide, in the near future, what
things we can easily do and what things are going to
require rul e changes or what things we maybe
woul dn't want to do.

But | think "Jim Quinn," (phonetic)
fromthe Panel, is here. And he had asked if he
could make a few remarks of generally what the scope
of the study was.

MR, "QUINN': JimQuinn. [|'man NTRA Players
representative. And |I'mhere at the invitation of
"Rob Charl es" (phonetic), the executive director of
Magna Entertai nnent Corporation. And the remarks |I'm
maki ng really are not personal remarks. They
represent the work of the NTRA Pl ayers Panel

The Panel was forned in the aftermath

of the 2002 Pick 6 scandal. And the idea was to
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recommend to the NTRA and to the broader industry,
any irregularities in the pari-nmutuel wagering
systenms across the country and recomrendations for
reform

We | ooked at a lot of areas. W
| ooked at the late nergers of the pools, the
integrity of the pools and the |ate nergers. A lot
of information, a lot of data was coming in after the
horses had left the starting gates. And odds were
dropping after the horses left the starting gates.
And this was the npbst serious problemthat we
encountered anong the players in the country.

We | ooked at take-out flexibility. W
| ooked at the integrity of the entries, late
scratches. W |ooked at the transfer of wagers to
favorites in Pick 3 and Pick 4 and Pick N wagering
and the use of alternates in Pick 6 wagering; Pick 3,
Pick 4 wagering.

As we said, we had 66 recomrendations.
A subset of them-- approxinmately a dozen to 18 --
had regulatory inplications. And | wanted to talk
about one or two today and just get an update, if |
could, fromthe Board or fromthe tote conpanies
because this involves the processing of the wagering

data and the transm ssion of data fromthe hubs to
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the host tracks and the posting of the data for
publi c.

And if | could, 1'd liked to read the
recommendati ons our Panel nade on the integrity of
the pools and the late nergers of the sinulcast pools
fromthe guest tracks to the -- the guest sites to
t he host tracks.

And there are 6 of them There are a
hal f dozen of them And if | could, I'd just like to
read them and then ask for an update on naybe what's
been done in California by the tote conpani es.

The first is that final two data-
processi ng cycles should be "10 to 15 cycl es" instead
of the standard 30-to-45-second cycles.

The second is that we would "force-
cycle" the win pool every 10 seconds follow ng the
off time so that the public would, at |east, be
advi sed, 10 seconds after the start of the race, what
t he exact odds were. And this should be done for
every 10 seconds following the start of the race up
till about 30 seconds after the starts of the races.

The third was we should elimnate the
cancel lation tines at all host and guest sites.

The fourth was to transmit the win

data and the exacta pool data to the host prior to

10
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the aggregated pools. ©One of the problens were that
the tote conpanies were waiting till all the
pari-mutuel pools were aggregated at the hubs before
transmtting the data to the host tracks.

And, in preference to that, we'd |ike
to see the win data and the exacta data
transferred -- transferred, first, so that the public
woul d, at |east, be updated on the final w n odds and
the exacta probables in preference to the other
pool s.

Anot her was to post the odds changes
to the simulcast networks either prior to posting it
to the tote boards or at |east sinultaneously with
posting it on the tote board -- the tote boards.
Approxi mately 80, 85 percent of the handl e now
occurs at the sinmnulcast sites.

And a lot of the bettors are
conpl aining that they're not getting updated odds
simul taneously to the public on-track

And, finally, no |ate nergers should
occur nore than 30 seconds following -- follow ng the
off-times. There have been a nunber of instances
where pool s have been merged 45 seconds after the
off-times and, in sone cases, even after the races --

races have been conpl et ed.

11
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At the International Sinulcasting
Conference in Septenber of 2003 in San Franci sco,
shared the dais with all the tote conpanies. And
each of the tote companies was on record that each
one of these changes was feasi ble and m ght be
i mpl enentable within a period of three to six nonths.

And so far, a lot of this has not
happened. |'d just like to get an update from either
the Board or the tote conmpanies as to where we are
and what we can expect on these changes maybe in the
near future.

John?

CHAIR HARRI S: Thank you.

I think this would be a good one just
to have a short discussion on this aspect 'cause this
is kind of the heart of the report, as far as things
we could do fairly easily, hopefully. But do we have
anyone here fromthe tote conpany to explain where
they are on sone of these recommendati ons?

MR, "QUINN': The background of this is that
odds have been droppi ng, sonetinmes precipitously,
after the horses have left the starting gates. And
it creates a perception of past-posting -- that a | ot
of bettors are betting after the off-tines.

Qur Panel |ooked into this

12
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extensively. And we found no evidence of past-
posti ng.

But there are a nunber of players in
the country that are using conputer nodels of the
handi cappi ng process, and they're able to nake | arge
bets and a | arge nunber of bets in the final seconds
|l eading up to the off-times and even follow ng the
of f-times.

And reduci ng the data-processing
cycles from30 to 45 seconds to 10 to 15 seconds
woul d at |least aneliorate this problem And "force-
cycling"” the win pool every 10 seconds after the
off-times woul d at | east advise the public of what 95
to -- 95 percent of the pool -- what the final odds
are.

And, if we could elinmnate the
cancellation tinmes, that would elinmnate the ability
of large bettors to cone in, inthe 4 to 6 to 8
seconds followi ng the off-tinmes, to nake | arge wagers
that would affect the odds and drop the odds on a
nunber of horses.

Dave?

MR. PAYTON: |'m Dave Payton with Scientific
Ganes Racing. | did spend sone time with Jimand Ron

to kind of talk about this issue and kind of, you

13
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know, just to help give everybody a little bit of
i nsight as to what's been going on over the |ast few
years.

It really started a little bit before
the Breeders' Cup Pick 6 scandal. The "TRA 20-20"
(phonetic) Conmittee has been | ooking into these
issues for a long tinme -- the issue of displays
updating | ate and what not and changi ng after the
horses have finished and whatnot have been issues
that everybody's tried to | ook at.

So there's been a laundry |ist of
items that we have tried to address.

The first thing that they tried to do
was to just see if the tote conpanies could increase
the cycle tines. Typically, it's always been a
60-second cycle that the totes updated to do
everything it has to with reports and di spl ays.

And it -- we thought that, if we could
just speed up that process, then we'd be able to get
to a point where the displays would get updated
faster and the whol e system woul d, hopefully, operate
faster.

Unfortunately, trying to reduce that
60 seconds to sonme nunber |less didn't prove -- it

proved that the system was running out of tine to do

14
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everything it needs to do.

So Scientific Games was able to reduce
their cycle tine to 45 seconds. That's what's been
i mpl enented in California and nmany other sites around
the country. Sone of the other conpanies were able
to get down to 30 seconds. Qur system-- | don't
think that they were able to get any |ower than that.

So when we realized that, we realized
that we were still always going to be at a 30-second
wi ndow for changes to display information. So the
next step was |ook at, "Well, what can we do to
updat e displays differently?"

So one of the tote compani es suggested
that "Way not, after the pools have cl osed and poo
informati on has started to be retrieved, why not take
advant age of updated wi n odds, exacta information,
and post that, as you can, so that you can try to
keep those odds from changing dramatically, you know,
a good nunber of mnutes or seconds after the race?"

So what we introduced was sonethi ng
called the "Fast-Final Display," which is a -- what
happens now i s, at stop-betting, we request al
finals to start coming in and with -- after 15
seconds, whatever information's been received by the

tote conmpany, we go ahead and post -- do a display

15
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update so the odds will be updated at that 15-second
i nterval .

If there are still pools that are
coming in, then they'Il be updated in the next 15
seconds and so on, until all the pools are final

Now, what happens was it turns out
that the 15 seconds was kind of a starting point that
the "TRA 20-20" asked us to inplenent. Talking to
Jimand Ron, we've | ooked into going down to a 10-
second update so that the update will be quicker

We've | ooked at the time that it takes
to get win pool information. And on our "Fast

Systens," we now can -- we've, you know, been able to

get to in between 5 and 10 seconds. W can typically

get nost of the final win pools -- the single
pools -- "single-leg pools" in place so that we could
updat e.

So we think that, on a 10-second

basis, we might be able to be able to show the

information as -- nore accurately. You m ght have
anot her -- after another 10 seconds, if all the pools
aren't final, you'll have another update. So it will

keep doing the update, now, to get odds updated
qui cker to whatever the final wll be.

So that's been sonething that we've

16
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i mpl emented. We have it at 15 seconds in the tote
system now here in California. And we'll go ahead
and |l ook into the 10-second update.

The --

CHAIR HARRIS: Is that normally clear
though -- if that's just Scientific Games, which
guess is AutoTote, do other tote conpanies -- 'cause
it'"s only as strong as --

MR. PAYTON: The other tote conpani es have
agreed to that as well. Actually United Tote has
i mpl enented the sanme feature on all their systemns.

AniTot e does their displays a little
bit different. They say that they don't do that type
of an update, but they do an update that then can get
their final odds within 10 to 15 seconds as wel |l

So all the tote conpani es have done
sonmet hing to address that issue.

MR, "QUINN": And that 10-second update
following the off-tines, David -- what percentage of
the pools do you think that reflects?

MR. PAYTON: Right now, we're thinking that
it's probably about 90 percent of the -- 90 percent
of the win pools will be in place within that first
10- second peri od.

CHAIR HARRI'S: How much woul d be bet ween,

17
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basically, the tine the gate opens and 10 seconds
they're in place? |Is that significant amunt of
noney coming in?

MR, PAYTON: It will be if, dependent upon,
obviously, the site -- obviously, always at that [ ast
m nute, you're getting a significant anount of
wagering at all pools. So that's going to be -- that
first rush is going to be probably the biggest jolt.

There are -- the two issues that stil
are out there that Jimnentioned was the "cl ose-
cancel delay" and "doubl e-hops."

"Cl ose-cancel delay" is a feature
that's in the systemthat allows a teller some nunmber
of seconds to be able to cancel a bet if a patron
wal ks away or whatever. |It's a feature that's in the
systemthat can be turned off. |It's been turned off
in a nunber of jurisdictions.

But, whatever, that close-cancel del ay
is going to delay that 10 seconds. That instantly
makes it 14 seconds, with that 4-second del ay that
we' ve got.

Secondly is the "doubl e-hop" issue.
Both of these are things that the "TRA 20-20"
Conmittee has | ooked into as well. And the "doubl e-

hop" issue is where we have nmultiple systens in a

18
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state where pool information has to be consolidated
in one place before it can be sent out to another
state or vice versa

It |ooks like, right now, there's only
three places that still do double-hop. California,
unfortunately, is one of them Florida and Arizona,
I think, are the other two.

W' ve | ooked into ways where -- it's
Scientific Ganes's responsibility to show the tracks
that we can put together a systemthat could
elimnate the doubl e-hop requirenent. And, you know,
we' re aggressively working on that, trying to put
t hat proposal together for them as well

So those are things that the 20-20
Committee has | ooked into and things that the tote

conpany -- and the "doubl e-hops," we can address.
The "cl ose-cancel delay" is something that kind of is
beyond us.

MR, "QUINN': Yeah. 1In the absence of the
National O fice of Wagering Security, which was the
Nunber 1 reconmendation that cane out of the Wagering
and Technol ogy working group following the Pick 6
scandal -- that office, ostensibly, was supposed to

be staffed and operating in 2004. And it was

supposed to devel op protocols and standards that al

19
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the tote conpanies and all of the local tracks and
their sinmulcast sites would agree to.

That national office is still on the
agenda, but it hasn't been staffed. It has not been
operating.

And in the absence of that nationa
office, it's increasingly inportant that the tote
conmpani es be pressed to neet with these Pane
recommendati ons so that these | ate mergers of pools
and the subsequent drops in odds, follow ng the
off-times, can, if not elimnated, at |east can be
m ni m zed

The other thing I'd like to tal k about
here that | think's inportant -- and I'd like to
press the Board for action on this as quickly as
possible -- in Pick 3 and Pick 4 wagering, the rules
and regul ations need to be revised. |It's patently
unfair to the bettors.

What happens now, in instances of |ate
scratches -- the bettors' noney is arbitrarily taken
from horses they have wagered on and placed on the
favorites when, in many instances, they're playing
agai nst the favorites.

Qur recommendations -- and these have

been i nmpl emented in New York; and they've been

20
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i mpl emented by Churchill Downs and by other tracks in
the country but not in California -- 1'd like to read
a few of the recomendations:

Following |ate scratches in Leg 1 --
this is a Pick 3 or Pick 4 wagering -- refund noney
for all the declared combinations. So this would be
a refund to the bettors if their horses are scratched
late out of Leg 1 in Pick 3 and Pick 4 wagering.

Following |ate scratches in the mddle
and final |egs, provide consolation payoffs that
conbi ne the scratch horses and the winners in the
other legs, simlar to consolations that are provided
in daily-doubl e wageri ng.

Where one part of an entry is a late
scratch, the other half conpetes as a nonwagering
interest for purse noney only. And the bettors
recei ve refunds and consol ations in accord with the
above situations.

And then, Nunber 4, require alternates
on bet cards for Pick 3 and Pick 4 wagering. And, of
course, this would extend to Pick 6 wagering al so

And 1'd |ike to hear David comrent on
where the tote conpanies stand on providing
alternates in Pick 6 wagering and in Pick 3 and

Pi ck 4 wagering.

21
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But | also would |ike to press the
Board for action on revision of rules and regul ati ons
for Pick 3 and Pick 4 wagering so that there would be
refunds for late scratches in Leg 1 and consol ation
payoffs for late scratches in Leg 2 and 3.

MR, REAGAN:. Conmi ssioners, John Reagan, CHRB
staff.

As | indicated earlier, these are kind
of conplex issues. And I'mreally not prepared to
get into "emtoday. | would nmuch prefer to take care
of themin a Pari-Mtuel neeting where we can all get
toget her and have tine to get a handle on these
t hi ngs before we start a di scussion

CHAIR HARRI' S:  Yeah. | think that's what we
need to do. | just wanted to get sone of this on the
table so the Comm ssioners were famliar with sone of
the issues. And | don't know if any Conm ssioners
woul d Iike to comrent on this --

COWM SSI ONER SHAPI RO Yeah. | would like to
comment, in that | very nuch enbrace what you're
suggesting. And | think that we should be | ooking --
| don't think it's fair that people are noved on to a
favorite in a extended wager.

And | have asked staff. And staff is

| ooking into -- looking at how New York is handling

22
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it, in ternms of either declaring a particular race as
a "No Contest,” if it's part of a | ate wager when a
race is either noved to a different surface or having
alternate picks when there's a scratch

| think it's patently unfair. And
would Iike to see -- and | think M. Reagan is going
to pursue this vigorously to try to adopt these.

MR, "QUINN': Yeah. |1'mpleased to hear that
because the Pick 4, for exanple, has become probably
the nost popul ar bet at the racetrack and invol ves
pi cking a conbi nation of horses in each of four
consecutive races.

And these are | arge wagers for a
nunber of your regular custoners. And, for exanple,
if you can see a $200 Pick 4 ticket in which you have
one horse in a particular race and that horse is
scratched and that noney is arbitrarily taken from
that horse's nunber and placed on the favorite --
that's blatantly unfair to the bettor.

And the bettors are losing literally
t housands and t housands of dollars on these kinds of
wagers. And it creates -- it creates a perception of
larceny. And it creates a |ot of anger and a | ot of
di scontent.

COW SSI ONER SHAPI RO I tem Nunmber 7 on our
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agenda is, in fact, to get an update on the status of
al ternate-sel ection options so that we can have --
and we're hoping here today -- the status of being --
allowi ng bettors to have alternate picks on cards.

MR. "QU NN': Okay.

COW SSI ONER SHAPI RO:  So |' m hopeful that
we're going to hear that that can be done.

CHAIR HARRI'S: W'I|l do that. And then sone
of this, as John Reagan pointed out, we've got to
really get into in a Pari-Mtuel committee.

| do want to get sonething set up, you
know, quickly on this Pari-Mituel conmittee and
invite all of you to participate. Anybody on the
Board, whether they're on the committee or not, can
surely get input into it.

Sonme of the things, |I think, are
things that would require some rul e change; and sone
of "emare things that are -- basically the tracks
woul d need to do on their own -- | guess we could
conpel themto do through the Iicensing process.

COW SSI ONER SHAPI RO Ri ght

CHAIR HARRI S: But, hopefully, there's an easy
way to get there with some of this. And | don't
know. There m ght be sonme things that we couldn't do

right away. But | sure don't want to have sone
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technol ogy hold us up too |ong.

COW SSI ONER MORETTI:  John, | just --
M. Peyton, | just have a quick
guestion. Maybe, actually, it's just for -- maybe

for John Reagan too. But | understand, in terns of
Part 1, we have -- the technology is there so that we
can get noving further down.

But in terms of costs and making those
changes, is this -- do the tote conmpani es bear that
cost? Do the tracks bear that cost?

And then, also in terns of the bottom
line, is it -- would it be up to the CHRB to
i npl ement the suggested changes? O you said, state
by state, they're doing it. But you also nentioned
Churchill Downs is doing it.

And so are you saying that, track by
track --

MR "QUINN': Well, it's a state-regul ated
i ndustry. And these panel recommendati ons were
distributed to all the regulatory boards, to all the
NTRA- nember tracks. And so the changes are occurring
kind of in an increnental way, in a piecenmeal way.

For exanple, in this Pick 3, Pick 4
wagering, New York's been ahead of the curve.

They' ve been offering refunds on | ate scratches for
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Leg 1 and consol ation payoffs for Legs 2 and 3.

In fact, Steve Crist is here. He's a
si mul cast bettor out of New York. He's also a
publ i sher and chairman of the Daily Racing Form And
I'"d like himto comment on this and any other of
t hese issues that he'd like to.

So this varies fromstate to state. |
think there are costs involved in the tote conpani es.
They have to alter their software to provide these
ki nds of changes. What those costs are, | don't
know.

Davi d?

MR, PAYTON: \What we always do is we try to
work with, obviously, the existing tote agreenents
that are in place with each of the different tracks
around the country so that, if there is a way that we
can conpensate sone of the efforts that we put into
it, obviously we try to negotiate that.

We've been working -- all the tote
conpani es have been working together with the TRA --
first the 1995 committee and now the "2020"
Conmittee. And a lot of the reconmmendations that
come out are just part of every -- all the tote
conpani es' R and D budgets.

There are sone prograns that are
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pretty el aborate and far reaching. There's a new
wagering-transacti on protocol that's been tal ked
about that is nmeant to replace the way that the
systens interact today.

That's sonmething that's going to be
very, very expensive to inplenent for all the tote
conpanies. And we're not sure at this point,
guess, how that will be addressed.

But, in general, the tote conpanies
cover as nuch of this as we can under our existing
R and D budgets and/or if we need to -- or if we can,
we take advantage of the | anguage that's in our tote-
servi ce agreenents, whether it's contracted
programm ng hours or sone fee that woul d be assi gned.

COWM SSI ONER SHAPI RO Well, | don't think we
shoul d be -- the cost of doing this should really be
the issue here. The issue is that the betting public
deserves to wager on who they intend to wager and the
software has to accommpdate that. | mean we've had
these problens, and they've been lingering, and there
hasn't been action on them | agree with you.

And | think this |late posting of odds
is horrible. And there has to be an answer to that.
We have to be able to allow alternate pick

selections. And | really encourage us to nove
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forward on this quickly.

MR, PAYTON: O | could talk about alternates

now, if you'd like. | knowit's on the agenda --
CHAIR HARRIS:  Well, | think we're doing
another -- that's going to be another item when we

get to that. But I'd like to keep this nmoving al ong
because we do have a pretty | engthy agenda.

But | don't know if there's anybody in
t he audi ence who had any just short coment they'd
i ke to make?

MR "QUINN': 1'd like to ask Steve to comment

CHAIR HARRI S:  Yeah.

MR, "QUINN': -- New York's changes on Pick 3
and Pick 4 wagering 'cause they've been using the
protocols that exist with their tote conpani es and
they' ve been able to inplement these changes. So has
Churchill Downs.

CHAIR HARRIS: Yeah. That would be great.

MR, CRIST: Steven Crist, Cr-i-s-t, publisher
and chairman of the Daily Racing Form a newspaper
trust you're famliar wth.

| really just wanted a couple m nutes
of your time, first, to conmend the Players Panel's

recommendati ons and to give you a sense of how much
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the betting public cares about these issues. | was
initially invited to be part of the Panel

And | declined so that |I could keep ny
journalistic objectivity about it and tear it apart
if | thought they did a bad job. | think they did a
terrific job. You know how easy it is to get horse
pl ayers to agree on sonmething. You can see it on the
tote board every day.

But, you know, we ran an on-line pol
after Jims report canme out. And our on-line
polls -- | nean, we could ask peopl e what they
t hought of a notherhood bill, and 25 percent of the
peopl e woul d be opposed to it.

But when we asked them what they
t hought of the Players Panel's reconmendations, we
had 97 percent of our readers and on-line users
endorsing it. And | do the sane.

A lot of these issues that Jim has
addressed are things that have just bedevilled and
frustrated your custonmers for years, if not decades,
and that track nmanagement, not being full-tine
bettors or sinulcast players, has not, perhaps, been
sufficiently sensitive to in the past.

But | think, you know, Jims group --

they conducted interviews with hundreds of players
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fromall strata and got all these issues out on the
table. And | think they came up with the correct
solutions to nost of them

| agree with Chairman Harris that |
think you can probably bifurcate this process. Sone
of these issues are going to take a lot of tine and,
you know, kind of multi-departnmental efforts to pul
t oget her.

Sonme of them vyou really -- you could
institute themtonorrow. They're just no-brainers.
And | woul d second your idea to nove on sone of them
very quickly. Sone of them are sinple policy
decisions. And you could rectify years of injustice
by putting themin tonorrow.

And, on a final note, | would tel
you, as a simulcast player and as a New Yorker, that
maki ng these changes in New York has been wildly
popul ar with the public.

And, in addition to just doing the
right thing, |I do think you have a business issue
here because players are going to increasingly
gravitate to betting on sinulcast signals from
jurisdictions where they do think they're getting a
fair shake and they're going to play Pick 4's from

the tracks where they're not arbitrarily sw tched
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onto favorites.

So for business reasons, as well as
best-interests-of-racing reasons, | would really urge
you to inplenent the easy ones as soon as possible
and work hard on some of the tougher ones.

COW SSI ONER SHAPI RG: Thank you.

VI CE- CHAI R BI ANCO  Thank you.

MR, CRIST: Thank you.

MR, "QUINN': Thanks.

CHAIR HARRIS: Did Ron also have a comrent?

VWhy don't you let himgo ahead?

MR, CHARLES: | know we're running a little
bit over. I'd just like to echo that these are
clearly the best recommendati ons | have ever seen.
And | appreciate the Board taking the tinme to begin
the process to try to inplenent these

I'd like to see California step up and
be the first State to actually inplenent and i npose a
| ot of these reconmendations. They're very sound.

Sone of them are nuch nore difficult.
But in working with Jim who'll make hinself
available -- | certainly will -- and any comm ttee
that you can formthat we could begin working on --
as | say, some of the easy ones -- there are sone

ones that, for whatever the reasons, just haven't
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taken pl ace.

And | think, fromracing fans
st andpoi nt, we coul d make some changes that woul d be
appl auded around the country. And I'd just like to
see California step forward

THE REPORTER: Coul d you please identify
yoursel f.

MR. CHARLES: Ron Charles, MeC

THE REPORTER: Thank you.

COW SSI ONER SHAPIRO |Is it possible for us
to, perhaps, get sonme list of the easy ones where you
di vide the reconmendati ons, Ron, into those that we
beli eve we have the technol ogy and the ability to do
i medi ately and those that are going to require
further study?

My concern is we're going to forma
committee and, by the tine the comrittee neets and by
the time everybody gets together and nmkes
recommendati ons and everything, this thing could end
up being nonths out. And | would |like to see if we
could have this on our next agenda so that we could
nove to adopt things.

It seens that the process noves sl ow,
no matter what we do. And so maybe there is a way

that we could get a recommendation from you that
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says, "Here are the things we would like to see
i medi ately resolved," and we could be able to enact
qui ckly.

MR. CHARLES: | think that's a great idea. |
think David will tell you that Jimand | have spent a
consi derabl e amount of tinme going through a nunber of
t hese reconmendati ons. And sone of the ones, that
seem sinmple, aren't, once you get into the details.

COW SSI ONER SHAPI RO Ri ght

MR, CHARLES: And | think your point is wel
taken. What |1'd like to do is know who your
committee will be conprised of. Jimand I will meke
oursel ves available, working with David. And we're
ready to start on these right away, cone back to you
next nmonth with what we think we can address right
now.

CHAIR HARRI'S:  Yeah. And | think, in the next
week or so, we can get, you know, at |east a couple
of us together and go through and do sone of the
| ow- hanging fruit and get them out of the way.

MR. CHARLES: That's terrific.

CHAIR HARRI'S: Rul e changes night take |onger
but there m ght be sonme other things --

MR, CHARLES: Well, you know, sone of the rule

changes are sonething | think, when we sit down -- |
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think some of these are, | think, can be done or are
al ready taking place.

I think there's some been sone
policies in the past that | haven't quite understood.
And | think, if we can get a conmittee from your
Board, | think we can address these. And sone of
these can be resolved fairly quickly.

COWM SSI ONER SHAPIRO: | nean, if we don't
have to -- if it doesn't -- if there are things that
are already in our rules that we're allowed to do and
we don't have to have new rules and new notice to do
those, then perhaps the commttee could rmake a
recommendati on and we could do theminmedi ately.

MR, CHARLES: Well, can | give a for instance?
And then 1"l --

COW SSI ONER SHAPI RO: Yeah. Pl ease do.

MR. CHARLES: The Pick 6 payoff here in
California -- |'ve asked for years that we should
have "wi || -pays" for the Pick 6m which would create a
tremendous anount of interest. |It's the right thing
to do. It's done in New York.

And |'ve been told, over and over,
that it's the perception is the problemand we just
weren't going to be allowed to do it. They do it in

New Yor k.
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And | guess I'mthrowing it out to the
Board right now -- "Why aren't we allowed to show the
"will-pays' on the Pick 6?" when | think every racing
fan out there would | ove to know approximately or
exactly what he's going to get so he may want to --
he may want to hedge his bet or it adds the
additional interest to the entire racing scene when a
pl ayer is seeing 283,000 or 460,000 or there's a
potential carryover.

COW SSI ONER SHAPI RO Well, let me just tel
you. | received a letter from sonebody about that.
And | think I comunicated with you on it. The
response was that "It would lead to the spectre of

the possibility of the participants |ooking to

cheat," was the response | got.

Because -- | agree with you; | don't
know why it's not posted -- | agree it should be
post ed.

And t he answer was that sonebody who
was participating would be nore inclined to not have
an honest race when they had live tickets and they
saw what the potential payoffs were. That's what,
apparently, was the reason --

CHAIR HARRIS: | thought the reasoni ng was not

that sound, that it's been -- especially if it's
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bei ng done ot her places.

COW SSI ONER SHAPI RO | agree with you.

CHAIR HARRIS: Is there a rule on that now,
where the --

MR. REAGAN: Excuse ne, Conmmi ssioners.

We have a Pick 6 rule. W have
several Pick 6 rules.

CHAIR HARRI S:  Yeah.

MR. REAGAN. And each of the rules enbodies a
par agr aph whereby informati on about the Pick 6 prior
to the final leg, is sinply prohibited. So that was
the original answer.

CHAIR HARRI S: Okay.

MR. REAGAN: Then the question was "Wy were
those prohibitions put into the rule?"

And then that's where the answer cane,
"Well, there were concerns about people playing ganes
and so on and so forth.

CHAIR HARRI S: Yeah. Yeah. Well --

MR, REAGAN:. But the prohibition is just
simply in the rule --

CHAIR HARRI S:  Yeah.

MR. REAGAN: -- and that would take a while to
revisit --

CHAIR HARRIS: Okay. Well, if there's a rule,
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we can't --

MR. REAGAN. Yes.

CHAIR HARRI'S: -- do it tonorrow

MR. REAGAN: Right.

CHAIR HARRIS: But we could bring that back to
the Board in the next neeting.

COW SSI ONER SHAPI RO So that's an exanpl e of
where let's put that on the "Easy List" --

MR. CHARLES: Right.

COW SSI ONER SHAPI RO -- and they can just be
a rule change, and we could nake the rul e change.

MR. CHARLES: Very good.

MR. REAGAN:. Exactly.

MR, CHARLES: Okay. And that's -- that would
be a Step 1. And then you'll |et us know where and
when we can neet.

CHAIR HARRI S:  Yeah.

MR. CHARLES: All right.

CHAIR HARRIS: Okay. Very good. And we'l
nove along on this. And | think all the people here
too -- be sure all of you have taken a ook at this
report 'cause it does cover a lot of different areas
and comment on any aspects of it that you feel we
shoul d be advi sed of.

MR, CHARLES: Great. Thank you very much.
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CHAIR HARRIS: Okay. Let's nove onto Item3
a public hearing by the Board on the adoption of
proposed CHRB rule 1843.6 -- total carbon dioxide
testing.

MR, REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

This is the TCO2 rule that we've been
| ooking at. It is now ready for your adoption, and
we recomend that you adopt this rule.

COWM SSI ONER SHAPI RO | so nove.

CHAIR HARRI'S:  Well, | think we should have
some di scussion on it. Wy don't we have discussion?
And then we'll nove.

Dr. Jensen, can you give us a little
oversi ght?

MR. REAGAN: Excuse ne, Conmmi ssioners.

M. Kni ght has asked ne to expound on another item

This rule can be adopted. But, right
now, there's also a |legal change going into place
whereby the TCO2 testing would be exenpted fromthe
dual testing -- the split sanple.

And, therefore, even if we adopt the
rule, it will take, you know, an anount of time for
this rule to go through the regul atory process before

it's actually in place. But even if it goes through
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that process, is then in place, it could not take
effect until the | aw has been changed to allow the
adj ust ment here --

CHAIR HARRI S:  Yeah.

MR, REAGAN. -- in the split sanple.

CHAIR HARRIS: It will be just be sitting
there but --

MR. REAGAN: Right.

CHAIR HARRIS: -- the day -- if that lawis
passed with the urgency statute --

MR, REAGAN: Ri ght.

CHAIR HARRIS: -- and the governor signs it,
it could becone effective imediately. So | think we
won't know exactly when we're going to say we're
going to get it but in the foreseeable future.

MR. REAGAN: And we'll certainly keep you
updated on the | egislative process.

DR. JENSEN: |I'm Dr. Ron Jensen, Equine
Medi cal Director for the California Horse Racing
Boar d.

As you're aware, the CHRB conducted a
survey to determne the extent of the use of excess
al kal i zing agents in racing -- excess alkalizing
agents being al so comonly known as "m | kshakes."

There is also the survey and
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subsequent testing by various racing associations
that has, one, indicated that, yes, there is sone
excessive use of al kalizing agents being done, and
has al so resulted in the proposed rule that's before
you today.

Basically the rule provides that the
CHRB has the authority to collect sanples from any
horse that's in the race for the purpose of testing
for total carbon dioxide. Total carbon dioxide, or
TCO2, is used to detect the excess use of alkalizing
agents.

The rul e provides that the sanples can
be collected either prerace or postrace. And if the
owner or the trainer of the horse that's asked to
submt for testing refuses, the horse is to be
scratched and penalties applied to the owner or the
trai ner.

If levels are greater than 37
mllinoles per liter of serumor plasm, it's
considered to be a violation. And the penalty for a
violation of this rule would be considered a Class 3
nmedi cation violation, which involves a | oss of purse,
fines, and/or suspension

As M. Reagan has nentioned the

provision for split-sanple testing has been waived
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in-- by this rule for the purpose of TCO2 testing.
And al so, as he has nmentioned, there is a -- it
requires a change in the | aw because the provision
for split-sanple testing is not only in the rule it's
also in the | aw

That | aw has been introduced and is --
and, to the best of ny know edge, is going forward.

Now, | would comment that, since the
Board has been tal king about this rule change and the
results of the survey, 1've had inquiries from other
racing jurisdictions -- specifically Gulf Stream Park
in Florida, the New York Racing Associ ation, and
Washi ngton State Raci ng Conmi ssion, as has
Dr. Stanley, the chemi st -- who have also indicated
an interest in this area and are utilizing this rule
sort of as a basis for their own rule.

The staff does recomrend that this
rul e be discussed and comments be heard and that
subsequent |y passed.

CHAIR HARRIS: Let's go ahead and open it up
for coments fromthe audi ence.
DR. ARTHUR: Hello, I"'mDr. R ck Arthur, Gak
Tree Raci ng Associ ation
| had earlier submtted coments on

this rule, and | withdraw comments having to do with
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the two-tiered penalty systemsinply to expedite this
process. 37 mllinmoles, | think, from our
experience, is certainly the level we want to dea
with.

However, | did make a recomrendati on
that -- and I"'mnot entirely sure this is in the
rul e-maki ng process; naybe sonebody woul d have to
decide on the Board -- is that part of the penalty
i ncl ude detention-barn utilization.

In other words, anyone who is found in
violation of this rule be subjected to detention-barn
security for a period of tine; however, the
recommendations | rmade were 60 days, the first tine;
and 180 days, the second tine. But that certainly
coul d be open for discussion.

The second aspect of it -- and | think
this is very inportant in light of the fact that we
are elimnating the split-sanple program-- is that
the Board establish very rigorous |aboratory
st andar ds.

You have to renenber that this is a
naturally occurring product. W all have TCO2s in
our system Statistically, depending on how you --
what research you | ook at, this proposed rule could

have a fal se positive once out of every 600, 000
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sanmpl es, which is insignificant.

But dependi ng on what the effect Lasix
actually has, it could be as high as 1 out of every
8,000. Whether that's acceptable or not, | think we
have to examne. | think that's certainly not going
to stop us fromnoving forward, but it is sonething
t hi nk we have to consider.

So | aboratory standards are very
critical in this and make sure that we have a
standard of certainty that protects the trainers in
light of fact that we no | onger have a split-sanple
program

I think Dr. Stanley may be able to
make sone comments on | aboratory standards. But | do
think it's an inportant part of this particular
pr ocess.

MR. REAGAN: Conmi ssioners, just so we can be
clear about it -- the change to the law wi |l exenpt
only the TCO2 fromthe split sanple. There stil
will be a split-sanple program It's sinply TCO2
will not be required --

CHAIR HARRIS: It is of concern that this
doesn't have a split sanmple. So that makes the |ab
even nore inportant.

But did Dr. Stanley have a comment on
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t hi s?
DR. STANLEY: Scott Stanley fromthe
Uni versity of California.

VWhat we' ve done is we've adopted a | ot
of the information that was avail able from other
jurisdictions that have done a | ot of testing for
St andar dbred horses over the years as well as
critical information fromour internationa
col | eagues that have done this for many years in that
i ndustry.

And what they've | ooked at is howto
do this and do it with a certain amunt of accuracy
and quality in the system-- how to determ ne the
measur ement of uncertainty.

What that equates to is the way the
| evel got established at 37 internationally was
t hrough | ooki ng at the normal horse popul ati on and
establishing 37 as being three standard devi ati ons
of f of that.

In addition, we calculate the
anal yti cal measurement of uncertainty, which is how
the | aboratory performs with the instrunent on a
sanpl e on a regular basis. Wat that all equates to
is we are -- we've devel oped a procedure that we fee

is very sound, will provide a very low incidence --
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we can't say "zero" but as close to zero as we can
get to -- of a false positive.

We are erring on the side of caution
going forward with this. There is not data that
suggests how nmuch, if any, effect we'll get from
furosem de. We've still investigating that. W fee
very strongly now that we have in excess of 1 out of
a 100, 000 potential or probable that could be a false
positive.

So the level is very sound. |It's
supported by published data, internationally and
nationally. |It's been |ooked at, as | said, nore so
i n Standardbreds than Thor oughbr eds.

But we feel very confident with
prerace sanple collection, the protocol that we have
for handling and shipping and anal ysis of the sanple,
that this is a very sound regulation as it's
currently witten and one that we can defend wi th our
| aboratory results.

CHAIR HARRIS: At one point, there was sone
tal k of having these sanpling machi nes, you know, at
the track, which 1'd be a little concerned about as
far as if they were properly calibrated and all that.

But as | understand, this would

envision that the tests would go to the Davis |ab
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DR. STANLEY: Yes. This would be on the
i ndication that the sanple would be collected prerace
and shipped to the | aboratory postrace. W've done
some analysis on the time that the sanple can be
mai ntai ned. W feel, as long as the sanple is
analyzed within 5 days -- generally our target is 72
hours -- but, if it's analyzed within 5 days, we can

get a legitimte analytical result that we can

def end.

In addition, | can only point out that
time will only dissipate the total CO2 |level. It
will not increase. It can only go down. So, again,

it would not increase the |ikelihood of a false
positive. It would actually decrease the |ikelihood
of a false "negative."

The sanpling and the testing -- we
worked with Del Mar. We worked with Cak Tree. We
anal yzed the possibility of doing prerace testing at
the track with an instrunent. The tine franme, the
peopl e invol ved, the technical requirenents to get
accurate data just is not sufficient to do a legally
defensi bl e prerace testing so that horses could be
scrat ched before they ran.

The postrace testing analysis is also

sonmething quite problematic. |f we collected sanples
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postrace, we would have to have a facility that could
detain the horses for at |east 3 hours before we
could collect a legitinmte postrace sanple. So,
again, we feel very strongly that the prerace sanple
collection is very inportant to get accurate results.

The jurisdictions -- the racing
associ ations have been very strong supporters. From
Del Mar to Oak Tree to the Santa Anita fol ks, people
from Gol den Gate Fields have all stepped up and been
a part of this. Thoroughbred Omers of California
have been very supportive as well

So and |'ve gotten very positive
feedback fromthe inplenmentation fromthese surveys
and the work that we've done for the association.

COW SSI ONER SHAPI RO Fol | owi ng up on what
Chai rman Harris just said, though, could prerace
testing -- could a lab be set up at the track for
prerace testing so that the sanples weren't shipped
to Davis and all the testing down there?

DR. STANLEY: The difficulties with that are
multiple. And one of "emis the tinme frame and
sanpl e-col l ection period. |[If, for instance, we
coll ected the sanples when the prerace inspection was
occurring in the nornings, when the horses were

coming in -- some of "emare just conming in after
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exerci se.
Exerci se dramatically reduces the TCO2
level. So even if the horse had been given an
al kal i zing agent, their circulating |evel of carbon
di oxi de would be nuch lower. And then there's hours
in between that tinme until the horse actually runs.
So the optinmumtinme is to collect the
sanple in the receiving barn. And the |ogistics of
the anal ysis requirenents to be done on-site to get a
valid, legally defendable confirmation established
was over an hour. And that --

COWM SSI ONER SHAPI RO: Yeah. But what |'m
tal king about is, if you collect the sanple the way
you're now collecting it, but you sinply analyzed the
sanpl e on the track rather than shipping it -- is
t hat possi bl e?

DR. STANLEY: The facilities could be set up
to do that on the track. It couldn't be done in the
tinme frame before the race. But it could be done --

COW SSI ONER SHAPIRO:  |I'mnot -- |I'mnot --
I"mnot trying to do it before the race.

DR. STANLEY: Right. But there's actually
very little benefit. There's nothing that would
suggest that transporting the sanple fromthe

racetrack to our facility or any other facility
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negatively affects the ability to do the testing.

W' ve done col | aborative work with
Ohio State. W' ve tested sanples and then shipped
them t he next day -- the sane day to them And
they' ve validated our result. So shipping the sanple
is not going to negatively affect our result. W'l
be receiving sanples fromother jurisdictions here in
the future to do further testings.

CHAIR HARRI' S: Yeah. | think there's | anguage
inthe rule that refers to the "official |aboratory."
So it could only really be a |l aboratory that was
under contract to us. You couldn't --

COWM SSI ONER SHAPI RO Yeah. But you -- they
could have an adjunct facility at a racetrack that
was an official |aboratory.

DR. STANLEY: You're right. It could be set
up that way. But | don't necessarily see --

COW SSI ONER SHAPI RG: You don't see a
benefit.

DR. STANLEY: ~-- a benefit. It wouldn't
result in better, nore accurate ability to test that.
It probably wouldn't even increase the tinme period
where the anal ysis could be done, with the exception
of potentially doing sanples on Sundays.

The problemwi th our doing anal ysis on
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Sunday -- we have technicians that are willing to
wor k, but we have no courier service willing to

deliver on Sunday. O herw se, we do sanples 6 days a

week.

COW SSI ONER SHAPIRO. Okay. And if | could
just ask -- and maybe it's just a little bit off of
the question -- when you're doing this analysis, are
you only looking at TCO2 |evels? | don't know how

the chem stry works, but what if there's sonething
else that's in that sanple? WII it also show -- the
tests that you're doing?

DR. STANLEY: The tests that we're doing on
these sanples is a bl ood-gas analysis. So those
particul ar sanples, we're only analyzing for the
changes resulting fromuse of an alkalizing agent.

In nost cases, that's considered to be sodium
bi carbonate, but it can be many other agents.

And all of those would affect and
increase the total CO2 in the sanple. So that's the
pur pose of that test.

Are we | ooking for other drugs or
ot her things? No. Not currently in those bl ood
sanmples. We still do the postrace testing for the
uri ne sanples for nost of the drug-abuse testing. W

have, on the request of Oak Tree Association,
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archived a nunber of -- all of the sanples fromthat

particul ar neet for potential investigating or

revi ew.

But at this point in tinme, because
they were collected -- and these are all done by the
raci ng associations -- |I'mnot even sure that we have

the appropriate authority to pursue anything other
than the TCO2 finding, were we to test 'em further
This is all done under the contractual agreenment with
the racing association and outside of the regulatory
process for the CHRB right now.

CHAIR HARRI' S: There have been sone
al l egations that the TCO2 could inhibit your ability
to test for other illegal substances. But |
understand that that is not the case. Could you
expound on that?

DR. STANLEY: Yeah. We've |ooked into that
and sone of the literature that came out of that.
There was one incidence in Australia, where they felt
that had an effect on their ability to test for one
drug.

We feel that the testing that we have,
postrace on the urine sanples, is nore than sensitive
to overcone any potential dilution effect, or

"masking," as you mght call it, for postrace drug-
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testing in the urine sanples.

COW SSI ONER SHAPI RO But you're not testing
to see if there are other drugs? | mean my concern
is, "Ils the TCO2 maski ng somet hing el se?" But you're
not testing to see what else is in there other than
TCO2?

DR. STANLEY: That's correct. Wen we're only

getting bl ood sanpl es prerace --

CHAIR HARRIS: But the other test -- if the
horse was -- won or was a random sanpl e of the horse,
you are. So it's -- a lot of horses are getting

tested both ways.

DR. STANLEY: Yeah. W're still doing all the
postrace testing. And those are generally on the
horses that performvery well -- first or second or
third and stake races. Ones that run better than
they're presuned to run before the race are often
sel ect ed.

So I still think we have a very strong
postrace testing programthat conplenents this. And
the intention of that prerace testing is just to
address the bicarbonate, the TCO2. There is
potential we could do nore with that. But right now,
our postrace urine sanple is still the best sanple we

can get for drug testing. And --
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COW SSI ONER SHAPI RO On your postrace urine
sanple -- again, I'msorry; this is alittle bit off
subject -- is there any test that we're not doing
that could be done to see if there's anything el se?

I nmean | don't know how the testing works.

But you're testing the postrace urine
sanple for, I'"'massuning, a variety of -- to see if a
variety of things pop up. Are there some things
we're not testing that we could be testing in there?
Are there other testing nethods? Are there other
things that could be possibly be there that aren't
showi ng up on the current test that's being done?

DR. STANLEY: We -- we -- currently in
California, you have one of the nobst sophisticated
postrace testing anyplace in the United States. Any
program can be inproved with additional effort and,
potentially, funding. There's always sonething el se
t hat can be added or included.

Ri ght now, you -- California has one
of the nobst progressive, aggressive postrace testing.
The work that we do -- the instrumental drug testing,
usi ng very sophisticated equipnent -- I"'minvited to
go worl dwi de and expl ain how we do this work because
it is quite advanced and we're quite state of the art

with that testing program
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Can nore things be done? Absolutely.
Al ways could be. But | think, right now, if you
conpare it to anyplace else in North Anmerica,
certainly we're conparable to naybe only a few
| aboratories in the world that could do the work that
we do at the level that we do it.

I"mconfident that that's a pretty
good start. If the California Horse Racing Board
wants to double its effort, we're right there to
support that. But | think it's a very strong
program

COWM SSI ONER SHAPIRO:  So let ne just ask the
really blunt question: | keep hearing, "W're
testing for everything." Okay? And | -- and | don't
know what the word -- what "everything" is. So --

DR. STANLEY: We are testing for everything
that we currently have a test for. Mre testing --
advanced testing, doing additional supporting work
for newage "protiobic"-type drugs -- needs to be
i nvesti gat ed.

Coul d someone be using sonethi ng?
There's a smal| percent that that could happen. But
we're not testing every single horse, as well. Unti
every horse is tested, pre- and postrace and we can

put the budget up in excess of what the entire CHRB
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budget is, there aren't a hundred-percent guarantees.

But | think you' ve got a good solid 99
percent that there's not a | ot of nefarious drug use
goi ng on.

COW SSI ONER SHAPI RO.  And woul d your drug --
do your tests catch if sonmething's being used
topically?

DR. STANLEY: Absolutely.

COW SSI ONER SHAPI RO It does?

DR. STANLEY: Interarticularly, topically,
locally -- the type of tests that we do are quite
sophi sticated and very sensitive. W get many of the
drugs now bel ow one part per billion -- what's called
"parts per trillion" -- or picogramconcentrations,
which is far less than many jurisdictions that use
ot her technol ogy, like thin-layer chromatography.

COW SSI ONER MORETTI: Richard, nay | suggest,
as the newest Conmmi ssioner, you haven't the benefit
also -- and it's really an eye owner; it's very
educational -- to go to the Maddy Lab. |'msure

Dr. Stanley and his coll eagues would |l ove to take you

around. It's really something --
COW SSI ONER SHAPIRO:  1'1l do that
COW SSI ONER MORETTI: -- sonething terrific
to see.
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CHAIR HARRIS: We're going to have our June
meeting, | think, in Sacramento. And I'd like to tie
that in, in mybe a previous day, at the Maddy Lab
and the U C. vet hospital and see some of the things
goi ng on.

DR. STANLEY: Absolutely.

CHAIR HARRI S: But back -- we probably should
get on point as far as this actual rule.

Are there any comrents fromthe
audi ence on the rule before we go on?

MR, HOROW TZ: Al an Horowitz, Capitol Racing.

In the harness industry, as many of
t he Conmi ssioners know, we've been very supportive of
CQ2 testing. And for over 10 years, we've done our
own program |It's been an in-house program and we
do a postrace test.

Now, the only -- and | certainly
appl aud the Board's interest in this and following it
up and Dr. Stanley's remarks and his comments, which
| thought were very on point and el aborative today.

I do have one concern about the rules,
inthat, if that the Board rules focus in on a 37 --
hi gher-than-37 as the score for essentially what is a
hi gh amobunt, an excess ampunt of CO2, in the

St andardbred i ndustry, for many years and throughout
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many jurisdictions, the testing programallows for
sort of a dual standard for horses that are not on
Lasi x of 37 -- higher than 37 and, on Lasix horses,
39 -- 2 points higher.

Even earlier on in the testing
progranms, when the score |levels were 39, there were
al ways 39 and 41 -- again, a 2-point allowance for
horses that are on Lasix, presumably because of the
concern for false positives in testing those horses.

We wel cone the Board's invol venment
here. 1'm hopeful that, if we -- if this rule is
proposi ng higher than 37, that the sophistication
| evel of the programthat will be done, by UC Davis,
will sort of make up the difference and allow us a
nore accurate assessment wi thout the fal se positives.

And | think that's consistent with
what Dr. Stanley pointed out. But | know our review
of the jurisdictions around the country, many of whom
do it in-house and postrace, are -- do allow Lasix
horses a little cushion. Thank you.

CHAIR HARRI S: Thank you.

| guess this rule, conceivably,

i npacts all the breeds at every track all -- there is
latitude as far as which horse we want to test.

DR. ARTHUR: Yes. This is Dr Arthur, again.
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In response to the previous speaker's
conments, we | ooked at the 37-39 differentiation. In
fact, that was part of the original proposal. But
| ooki ng at the research and | ooking at what's been
done around the country nore recently, 37 is what we
believe to be the correct |evel.

The RMIC i s | ooking at -- Racing
Medi cation Testing Consortium-- is |ooking at this.
They're going to | ook at sone proposals to | ook at
the effect of furosenmide. And Dr. Stanley and | have
tal ked about doing a project here in California to
find out how big it really is.

But it |ooks |ike that
differentiation, the difference between furosem de
and nonfurosem de horses, is one of those
grandf at hered-in sort of things that doesn't have a
ot of scientific basis to it. But we'll certainly
be able to get an answer in a short period of tinme.

I would Iike to go off subject, just
for a second, and respond to M. Shapiro's conment.
The | aboratory at Davis is certainly the -- one of
the top laboratories in the world. But there are
certain products that we don't have tests for, for
exanpl e, "epogen" (phonetic).

And that's an exanple of a drug that
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we really do not have a test for. And it's sonething
that the RMIC has put funding for, trying to devel op
a test. So even though it's as good as testing as
there is, there's always a hole in whatever system
And if there isn't, sonebody will find a hole.

COW SSI ONER SHAPI RO Thank you.

COW SSI ONER MOSS: Where do we stand on the
bill on the floor of the |egislature? Does anyone
know?

CHAIR HARRIS: Can sonmeone report on that?

I think the bill -- it's -- | think
it's -- | think Assenblyman Horton is carrying the
bill.

COW SSI ONER MORETTI: Assenbl yman Horton is
carrying the bill. And the governor's office has
asked for an analysis. The bill -- session just
started | ast week. So it would probably take, at a
m ni mum a couple of nonths even to get -- even on an
urgency, to get this.

DR. JENSEN: Dr. Ron Jensen, again.

I would just comrent that the |eve
proposed at 37 is not without precedent. There are
other jurisdictions in this country that utilize
that -- Virginia, GChio, Mchigan, that |I'm aware

of -- have 37 only.
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And 1'd al so comment that the

I nternational Federation of Horse Racing Authorities,
which is an organi zation of racing regul atory bodies
around the world, have as their recommendation for
TCO2 testing level at 36. It was 37. And they've
just recently lowered their recomrendation to 36,
based on new research

CHAIR HARRI'S:  Any ot her coments?

EXECUTI VE DI RECTOR FERM N: | would just like

to comment that we did just submit the analysis on

Friday. | think "Sue Ross" (phonetic) is carrying it
so -- and we did ask for urgency that the bill get
attention.

CHAIR HARRI S: Hopefully, we can nmove it. W
can wai ve sonme of the rules as it goes al ong.

COW SSI ONER MOSS:  So has it passed through

both --

CHAIR HARRIS: It hasn't even been heard in
committee yet -- | don't think -- so but, hopefully,
it'"ll nmove al ong.

COW SSI ONER MOSS:  And that woul dn't have any
beari ng whether it's 36, 37? That has nothing to do
withit?

CHAIR HARRIS: No. The rule just talks --

COW SSI ONER MOSS:  The rule is just -- just

60



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

split sanple. Okay.

CHAIR HARRIS: -- about split sanple for this
particul ar test.

MR. "HANKENS': Good norning. |I'm"Kim
Hankens" (phonetic) with the -- I'mthe Executive
Director of the California Harness Horsemen's
Associ ati on.

I was fortunate enough to be president
in lllinois -- president of the Horsenmen's
Associ ation -- when we began bl ood-gas testing back
inthe late 80's, early 90's. And |I'mhere fully in
support of the 37 nunber.

But | really do think that the Lasix
horses need a second look. |[|'ve |ooked at 'em for
several years. And there's a definitive nunber of
di fferences between the two. Now, npbst of ours has
been postrace testing. So | understand that this is
prerace. But | would ask that a second | ook be done
for the Lasix horses.

And |1'd also like to support the
previ ous speaker in test -- in wanting testing for
"epogen."” | think it's going to be a w despread
problemin our industry. Thank you.

CHAIR HARRIS: Yeah. W're going to get into

the "epogen" later. But it -- basically, it is
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illegal to have "epogen" on the track. The probl em
wi th epogen is "blood builders" -- an "Angen"
(phonetic) product that's basically devel oped for
chenot herapy patients and things. But it's kind of a
| ong-term ef fect.

MR, HALPERN:. Ed Hal pern, California
Thor oughbred Trai ners.

We, as an organi zation, have been
involved in this matter fromthe very begi nning and
do strongly support inplenentation of a rule dealing
with the issue.

I'"'m here, at this juncture, to support
Dr. Arthur's suggestion regarding rigorous |ab
standards that, if a rule is to be passed, that's not
part of the rule apparently but is within the power
of the Board to order that we follow those standards.
And as | understand it, that's code words for "using
UC Davis to do the testing on the bl ood gas."”

| think it's very inportant, given the
red flags that have been rai sed both today and at
other times, this 37-39 issue remains an issue. And
even though it doesn't appear to be a nmmjor problem
it is a problem And it's a problemwe can dea
wit h.

So the question cones down to "Is
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there a need to rush this through now while we stil
have some -- sone issues to solve?"

And | woul d suggest that, although
we're all anxious to get a rule in place, that
rushi ng one through does not -- is not necessarily
i mpportant at this point because we seemto have the
probl em under control, | ooking at the results we've
had over the past few nonths since Oak Tree with the
testing we've done.

And now that Santa Anita and Gol den
Gate and Bay Meadows are going to be testing every
horse, we do seemto have control over this problem
al t hough we may not have control over the
"supertrainer" problem

So if there is -- and one other
point -- the RMIC -- which is well represented by
California by about four or five of our
organi zations, if not nore, on that board of
directors -- is going to be discussing this next
week.

And, with all the expertise that wll
be provided at that time, it may provide this Board
wi th some nore guidance just by waiting until our
next Board -- your next Board neeting to deal with

this.
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But if it is to be dealt with today, |
woul d ask that the Board al so make part of their rule
that testing for the CO2 | evel be done at UC Davis
only at this time. Thank you

CHAIR HARRI S: Okay. Any conments fromthe
Board on this?

VI CE- CHAIR BIANCO  John, I'd like to nmake a
coment. |'ve sat on the committee, on the CO2
Testing, since its initiation and read a | ot of
negative press. And it's taken us about a year to
get where we are today.

And | think, Rick Arthur -- you could
verify that.

But to me, when we initially tal ked
about it, we were told that the TOC was going to buy
a couple of machines, along with Del Mar, where we
would do a test out in the field. Then we were told
that we didn't have the noney to do it.

The tracks stepped forward and pi cked
up the testing costs. M concern is, is that doing
it inthe field, we would get an instant result that,
if that showed a violation, we could send that sanple
up to the University of California.

And we were going to have what we

thought was a little mni-trailer, with this piece of
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anal ytical equipnent in, where we would have to hire
what | was told was a CHRB person. And | was told we
had no noney in the budget for that.

And | thought it was nuch better to do
it out in the field because, once the trainers saw
that -- right? -- and the publicity that they'd get
at the track thenselves -- right? -- we would, you
know -- we woul dn't have the problenms that we had at
the -- a certain neet |ast year.

But 1'd like it say it, you know, it
took us a year. |I'msorry we couldn't have got it
any faster. But | think that it shows that, you
know, the CHRB get sonething done -- right? -- and
not have the negative type of publicity that we've
experienced. Thank you, John.

CHAI R HARRI S:  Yeah

I think -- | agree with you, in a way,
although I think that this is going to be a Cl ass 3
violation, which will result in the forfeiture of
purse nmoni es and all ow stewards to have -- inpose
pretty severe sanctions on the violators. So | think
t he sanctions are strong enough that soneone's not
going to be, you know, trying to skirt the rule.

And ny only concern is that we be

absolutely certain that the |lab that ran the test
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was, you know, calibrated right and there was no --
there's no argunents that the test was wrong.
DR. STANLEY: Scott Stanley.

Let me just clarify a couple of
things, real quick. | think one of the reasons for
concern about how the work is done is the work of
nmeasuri ng carbon di oxi de can be done by lots of
different instrunents. Sone of themare quite
i nexpensi ve.

The work to do it for a forensic,

l egally defensible result can't be done by a clinica
| aboratory. It needs to be done on a specific type
of equiprment with a standard operating procedure
criteria for identifying that and confirm ng that.

And | think that's one of the reasons
that we're |l eaning toward uniformty in testing,
having it being done by one lab right now, so it
doesn't get conpetition out there and start checking
with the nearest |ocal |aboratory that can neasure
coe.

As sonme of the other jurisdictions
have found out, that can be problematic. Their
data's not legally defensible. They end up getting
overturned in court. And we certainly don't want

that in California.
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The second thing is we did sone nore
anal ysis on the probability and Iikelihood of doing
the testing at the track. It was nore problematic
then | think we initially thought in doing that
prescreening there and sending the sanple for further
testing.

So we're not recommending that it be
done | ocally anynore because of the problens that
potentially could arise.

And, lastly, | wanted to verify that
Thor oughbred Owers of California have stepped up, as
they had tal ked about and prom sed, and are providing
us a new pi ece of equipnent so that we can handl e al
the sanples that we are going to be doing.

They' ve generously donated a piece of
equi pnent to us to continue on with that, as the
raci ng associ ations continue to support and pay for
the testing. So | wanted clarify that alnost all of
the organi zations that ever prom sed anything have
fulfilled that entirely by either paying for the
services or by the racing associations. The TOC and
t he horsenen have been al so very supportive.

VI CE- CHAI R BI ANCO  Thank you.
CHAIR HARRIS: Yes. Ingrid?

EXECUTI VE DI RECTOR FERM N: | would just |ike
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to make the conment that | think that the
managenent s that have been invol ved should certainly
be commended for what they've done because they
stepped up to the plate when we could not legally do
that. And | think that the tine frame is such that
it's up to the CHRB to nove ahead with the rule.

I would suspect that, w thout changing
the rule, we can certainly have a very firmdirective
i ndi cati ng what the specifics are for the [ ab and
what the wi shes are of the CHRB

I've al so spoken with Dr. Jensen about
the fact that anybody who is "border"” or if there are
any problenms -- that they should be counsell ed.
know that there were sonme horsenen who, for instance,
without realizing it, were, perhaps, feeding severa
di fferent kinds of alkalizing agents or whatever.

I think that it would be better to
counsel those who may be pushing the envel ope than to
detain and delay the rule where we can assunme our own
responsibility.

CHAIR HARRI' S: Yeah. And | think we need an
educational effort but -- they'd start, like, right
now. But as far as this rule -- any rule, we can
al ways change later if we decide to.

But is there a notion for --
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COW SSI ONER SHAPIRG:  1'Il so nove.
Go ahead.
CHAIR HARRIS: -- adoption of the rule?
COW SSI ONER SHAPIRO:  1'll nove that the rule
be adopt ed.

VI CE- CHAI R BI ANCO  Second.

COW SSI ONER SHAPIRO. Can | -- can | just ask
one thing? | think it was Rick Arthur that mentioned
it -- and I'd like to hear fromstaff as to -- | know
some jurisdictions have what they'll cal
“unifornm -- | don't want to say punishnents --
but -- but --

EXECUTI VE DI RECTOR FERM N:  Sancti ons.
COW SSI ONER SHAPI RO: -- sanctions --

Thank you.

-- in place. And | think that, in
connection with adopting this rule and perhaps ot her
vi ol ati ons, that we ought to consider having m ninmum
sanctions that are in place for different class of
violations. And I'd like to know what staff feels
about that and if we shouldn't | ook at that.

CHAIR HARRI' S:  Anybody |ike to comrent on
t hat ?
EXECUTI VE DI RECTOR FERM N:  We have, in the

past -- a nunber of years ago, there were guidelines.
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And that was prior to the Class 1s, 2s, and 3s,
basically, being taken out of the stewards' hands.
This is something 1'd |like to certainly see the Board
revisit and probably appropriately go through the
Medi cation Committee.

And our conparison with the sanctions
of the major jurisdictions throughout the country
right now are that we are below the low side. So if
we're going to | ook at sanctions as being deterrents,
we're not there right now So | would like to
personal ly see that the Board take a | ook at that.

CHAIR HARRIS: | think we may be bel ow the | ow
side at tines, but | think our standards are -- our
medi cati ons standards are above some of the other
jurisdictions that --

COW SSI ONER SHAPI RO:  But, as part of the

deterrent -- | mean the testing is one side of the
deterrent. | think if we had m ni num st andards,
Wi thout mitigating circunstances, and people realized
what they were facing, as a mininmum | think it would
be an additional deterrent for people who want to
cheat .

CHAIR HARRI S:  Yeah.

COW SSI ONER SHAPI RO And | think it would

behoove us to inplenent a schedul e of m ninum
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standards for violators.
CHAIR HARRIS: No. | think that's a good
idea. We'Il set that up in the Medication Comrittee.

DEPUTY ATTORNEY GENERAL KNI GHT: Can | comment

on that?

If you -- just so that you know what
the process is, you can certainly do this. It
does -- they do have to be adopted as regul ations,

much li ke the regulation you' re dealing with today.
The Adm nistrative Procedure Act requires that they
be adopted or you couldn't utilize them for purposes
of discipline. So they would have to be adopted as a
regul ati on.

It doesn't nmean you can't do it. It

just neans that they'd have to be --

COWM SSI ONER SHAPI RO Wl |, | think we should
do it.

DEPUTY ATTORNEY GENERAL KNI GHT: Yeabh.

COW SSI ONER SHAPI RO And, again, there will
be -- if there's mtigating circunstances, we'l

i nclude that; right?

DEPUTY ATTORNEY GENERAL KNI GHT: That can be
i ncluded in your --

COWM SSI ONER SHAPI RO:  Correct.

DEPUTY ATTORNEY GENERAL KNI GHT: -- in your
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gui del i nes.

COW SSI ONER SHAPI RO But | want the guy to
know that, for his first violation, he's facing --
this is his mnimnum And if it's a second one, he
may be gone. And | think that's a big -- as big a
deterrent to the testing for people not to cheat.

CHAIR HARRIS: Okay. Let's bring that up at a
future time. But | agree with you to pursue it.

MR, FRAVEL: M. Chairman, Craig Fravel, De
Mar Thor oughbred Cl ub.

| just wanted to point out that the
Raci ng Medi cation Testing Consortiumis working,
doing a lot of the | egwork on that subject and
should, in a relatively short period of tine -- and
I'"mtal king, you know, a week -- weeks to a nonth or
two -- to have national reconmmendations for those
kind of mininmunms that we're -- that incorporated a
ot of the old efforts that have been put into that.

So and | think that's very doable in a
relatively short period of tine.

COWM SSI ONER SHAPI RO: That woul d be great
Why don't we get those?

CHAIR HARRI' S: Okay. There's a notion and a
second on adopting this rule.

Al in favor?
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COWM SSI ONERS' VO CES:  Aye.

CHAIR HARRIS: Okay. Let's go on.

So that would go -- if we did have --
if we -- assuming we would get -- the legislation
would go into effect -- when the | egislation goes

into effect.

COW SSI ONER SHAPI RO Have you --

DEPUTY ATTORNEY GENERAL KNI GHT:  Yes.
Assum ng you had approval fromthe Ofice of
Adm nistrative Law, which is the revi ew agency --

CHAIR HARRIS: It goes back to them now,
anyway.

DEPUTY ATTORNEY GENERAL KNI GHT: -- you can
be -- | believe you can submt it to themwth an
indication that it's contingent upon passage of
this --

ASSI STANT EXECUTI VE DI RECTOR M NAM : M.
Chai rman, Roy M nam, Horse Racing Board staff.

W would -- until the | aw passes, we
woul d not be allowed to send it to the -- forward the
rule to the Office of Adm nistrative Law. The |aw
woul d have to pass first. And then, upon enactnent
of the AB 52, the staff would then provide the Ofice
of Administrative Law the adopted rule.

CHAIR HARRIS: All right. Once they get it,
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are we tal king about a period of how | ong before they
woul d --

ASSI STANT EXECUTI VE DIRECTOR M NAM : We're
requesting an approval upon filing. So that would
take about 30 days --

CHAIR HARRI S: Wl | --

ASSI STANT EXECUTI VE DI RECTOR M NAM :  -- hy
the tinme --
CHAlI R HARRI S: -- | mean, shouldn't there --

there should be sone wai ver process or sonething
where it's pretty sinplistic situation we're in that
we could give it to "emnow and it's all contingent
upon the other |aw
Have we tal ked to 'em about that?

ASSI STANT EXECUTI VE DI RECTOR M NAM : My
information is that they won't accept it until the
law i s passed. And then, once the law is passed, we
submit it to the Ofice of Adm nistrative Law and
with an effective-upon-filing-to-the-OAL, it would be
approximately 30 days. And then it will be in
ef fect.

CHAIR HARRIS: | don't know. | don't think
that's really acceptable, | nean, unless we've
exhausted our renedies. But | think we need to, you

know, talk to them and see -- explain the whole thing
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and see if there's some way they could at |east
approve it, contingent to the other |aw

| could see if we didn't have -- if
the other |law was there, that obviously it couldn't.
But let's -- 'cause |'d hate to see it drag on and on
and on. So we'll set up a neeting with them

ASSI STANT EXECUTI VE DI RECTOR M NAM :  \Weél |
we'll see what we can do --

CHAIR HARRI S: \What you can do. Yeah

DR. ARTHUR: Dr. Arthur, again.

| realize Roy has | ooked into this
quite extensively. But during our OCak Tree neet, we
actually |l ooked into the practicality of taking
sanpl es that were in violations during our neet and
shi ppi ng sanples to Ghio State the sane day that they
were confirmed as a split-sanple anal ysis.

And that was logistically possible. |
know staff has | ooked at it and doesn't think that
neets the requirenents. But there nmay be other ways
to satisfy the split-sanple rule until the lawis

changed. So it may be worth reinvestigating by the

CHRB.

CHAIR HARRIS: Okay. Well, let's nove on, if
there's nothing pressing. | think we've pretty
well -- we've got sonme issues still in play there
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But let's go ahead and nove on to --
Item "5" is discussion and action regarding Capito
Raci ng.

MR. REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

This item was placed on the agenda and
updates you fromthe October nmeeting. At that
nmeeting, Capitol was asked to present, to the Board,
audi ted financial statenments and either a letter of
credit or a bond in the anpbunt of $1 million

The letter of credit -- a copy of that
is included in the package. That was provided. And
the audited statenents, such as they are, were al so
provided. And the point is that there was just a
bal ance sheet in that -- the audited financials --
and, at this particular tine, having been reviewed by
staff, not a particularly strong bal ance sheet.

| understand this nmorning there was
al so sone questions about the timng the delivery.

So let ne just cover that right now. | was not in
the office on Decenber 31st.

But ny assistant did receive copies of
a draft financial. Large black letters -- "DRAFT" --
were stanped on that -- those financials. There was

sonme scri bbles and scratches on the financia
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statements thenselves. And so they certainly |ooked
like draft.

Later, we were presented with a fina
copy of the financial statenments on January 7. There
was no change in the nunbers or the information from
what was a draft and what were the finals. But in
our estimation, the final was delivered to us on
January 7th. And that's the way we see it right now

But, in addition, there were severa
i ssues raised by other letters that were presented to
the CHRB. And those are included in this package,
and we are prepared to discuss those if you wi sh so
to. So that's what we have for now.

CHAIR HARRI'S: Are there coments on this
report?
COW SSI ONER SHAPI RO Yes, | have comments.

VWhen we nmade this request of Capito
Racing, | think we were very clear that we wanted
a -- we wanted financial statenents, audited
financial statenments, by Decenber 31st. W did not
receive audited financial statenments by Decenber
31st.

VWhat we received was a draft bal ance
sheet on Decenber -- on December 31st and, as John

just said, a final on January 7th. That's not what
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the Board asked for. That's not what the Board
demanded. And, frankly, | find it unacceptable --
what was delivered to us.

Furthernore, the bal ance sheet that
was delivered to us -- the contents of that are
woefully short. The bal ance sheet shows that
"menbers' capital" is shown as $2 million, but there
are itens contained in that bal ance sheet that |
don't believe are proper, in proper accounting, to be
concl uded assets.

And based on ny review of that bal ance
sheet -- and |'m not an accountant, but |'ve spoken
with people here that are -- we find -- | personally
feel that this bal ance sheet shows that there's a
negative net worth of about $430, 000.

I have grave concerns about the
financial wherewith -- condition of Capitol Racing
LLC. Capitol Racing LLC, |I'massuning, is a single-
asset entity, which has no other assets. And | think
it puts the harness horsenmen in risk and the harness
racing in California at risk.

Furthernmore, there are issues that
have been raised by others, including our staff,
where it does not appear that certain funds were

properly handl ed. For exanple, with respect to sone
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of the conmi ssion revenue that they're show ng,
certain comrissions are to be split with the horsenen
50- 50.

But it appears to us -- and we have no
record to refute this -- that over $2 million was
retai ned by Capitol's comr ssion, when it should have
been split with the horsenmen 50-50, or a mllion
dol l ars going to the horsenen.

It appears that the SCOTW NC nobney, as
far as we know, was properly accounted for

But | believe there's one other item
whi ch -- based on our understandi ng, which has to do
with the unclainmed tickets. It appears that that
noney al so went to the association and was not split
with the horsemen, which would be another $114, 000.

In light of this, I would like to
recommend that staff do an investigation and report
back to us on this matter nore fully.

When asked for financial statenments,
we asked for conplete financial statements. W did
not see any income statements. And, again, we
recei ved a one-page bal ance sheet with itens that are
| oans and advances and things that are shown as --
"overpaid purses" is a receivable, which | don't

think is proper -- is truly a proper asset.
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So | would Iike to reconmend that this
go to staff and that they do a thorough revi ew of
this situation and report back to us.

MR. REAGAN: Conmi ssioners, we can certainly
do that.

CHAIR HARRIS: | think that's what we need.
It's a pretty conplex issue. And it's got a |ot of
ram fications. And | still don't think we really
know exactly what we've got here.

COW SSI ONER SHAPIRO:  No. | think this is
very unfortunate. | think that we were very clear
And | did sit with the representatives of Capito

"Har ness," about a month or so ago, in ny office.
And | reiterated to themit was

critical that we have conplete financials, audited

financials by this date. And -- and if -- if handing
us draft -- a draft bal ance sheet, on Decenber 31st,
was their idea of conmpliance, | think it's -- it's

conpletely contrary to what we asked 'em for

And prior to that, |I know that staff
had been asking for many, many nonths to get -- to
get financials; had been unsuccessful

It was represented to us, in that
neeting, that Ernst and Young was working on them

And in -- instead, we get a bal ance sheet froma

80



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

conpany |'ve never heard of. It's certainly not
Ernst and Young.

And | believe that what we got was a
qual i fi ed bal ance sheet, based on what managenent
said are its assets. So |I'mnot even sure what we
got .

And, you know, this is one segnment of
the horse racing industry that we can't ignore. And
certainly I don't want, in any way, ny remarks to
mean that | want to see the harness horsenen harned.
In fact, to the contrary.

We have allocated a nearly full year's
worth of racing to Capitol Harness. And so the
entire harness industry is in their hands. And if
the association can't neet its obligations -- and it
has nmet its obligations, I'maware of, to date -- but
this is a shell.

And if sonething happens here, | don't
know who we're going to look to and I don't know who
the horsenen are going to look to and | don't know

who the State's going to | ook to.

And apparently this license -- it's ny
understanding too -- that the |ease on the facility
is up at the end of July. |I'maware that, | believe,

this association and others are vying for the | ease
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of that facility.

And | think it's incunbent upon us to
make sure that we have good racing operators who are
t he guardi ans of the sport to -- to make sure that
they're operating. And | find this very
di sappoi nting and very di sturbing.

CHAIR HARRIS: Well, | don't knowif we really
got enough data right here to nake a deci si on anyway.
But | think we need to --

COW SSI ONER SHAPI RO: Yeah, we do

CHAIR HARRIS: -- have our staff report back
to us at the next neeting with, you know, different
scenarios on what is going on here, and we can dea
with it then.

| suggest we mght take -- M. Bier
mght like to cormment. We're not really going to do
anything at this nmeeting anyway, if you'd like to
make sone remarks.

MR, BIERI: Steve Bieri, B-i-e-r-i, Capitol
Raci ng.

Chairman Harris, Menbers of the
Commi ssion, and Executive Staff: W invite al
studi es, groups, inspections that you can do. W' ve
had "al |l ocati ons" and aspersions cast on us for

years. Every one has been proven to be unfounded.

82



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

And we hope that your staff will

go very deep into this and find out what is

goi ng on.

| appl aud you.

with you fully.

dig intotally and

really

This woul d be an excellent thing. And

And we | ook forward in cooperating

COW SSI ONER SHAPI RO: Terrific.

MR. BI ERI:

CHAI R HARRI S:

Let's take a -- just a rea

Thank you.

| appreciate it.

short

break 'cause we've got quite a few nore itens. Let's

take about a, you know, a 5-minute break and then

conme back.

( Break:

CHAI R HARRI S:

started, please.

11: 05- 11:11 A M)

Let's nmove back in and get

Let's move in. W' ve got

quite a

bit of agenda to continue on right here. Okay.

Let's move in and get started here.

Okay. We got to nmove al ong here.

It's Item5 we have on the agenda.

Item5 on the agenda -- as you will recall,

That's for sure.

back in

the summer, we had sone di scussions and a proposa

fromthe Jockeys @uild on a new scal e of weights and

really a new approach to weights for jockeys, which

was tabl ed for

further

di scussi on and i nput.
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One of the facets of it was the
national effort to effectively raise jockey weights
because there's concern that, if we do it in
California, it needs to be done nationally. And
had asked the racing secretaries to send a
representative in to explain what has occurred.

| think "Tom Robbi ns" (phonetic) is
going to do that.

MR "ROBBINS': Tom Robbins, racing secretary,
Del Mar Thoroughbred Cl ub

For about the last six nonths, there
has been certainly an effort going on, on a nationa
basis -- racing secretaries around the country
getting together and di scussing ways we wite the
condition book and specifically trying to address the
wei ght issue.

And what we have all reached an
agreenent on -- and rather quietly behind the
scenes -- is, through various methods of how we wite
particular races, is try to get to a mninmm in nost
races, of a hundred-and-ei ghteen pounds.

And through a conbinati on of raising
certain races a pound or two pounds or, in sone cases
even nore than that -- three pounds, four pounds --

that, conbined with reducing the allowances in a race
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where a horse may get weight off as a result of not
havi ng won recently or in a claimng race where a

horse may enter for a lower claimng price and get

wei ght off for entering -- for a | ower claimng
price -- those two things conbined -- our goal is
to -- to get to this level of 118 pounds, in npst

races, recognizing that, at certain tines of the

year -- the early part of the year, when three year

ol ds have to run agai nst ol der horses, because we
force themto run agai nst ol der horses because we
don't have enough in either group to fill a race for
three year olds or one for older horses -- that three
year olds may be carrying less than the 118 pounds --
17, 16, 15.

What has happened in the past is that
some three year olds may be in with 110, a hundred
and el even, or even less than that, based on the
conditions of the race. So we feel that we've
brought that |evel up. And npbst of the races, as
I'"ve said, will be at about a hundred and ei ghteen
pound -- at l|east 118-pound m ni num

And this has been happening quietly.
Raci ng secretaries from New York, Kentucky, Illinois,
New Jersey, Florida, and California have been neeting

on this. | believe there will be a rel ease coming
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out, at sone tinme, addressing this.

But, currently, Santa Anita's racing
secretary has enployed this style of witing his
book. The Northern California racing secretaries
very soon will -- very soon will be adopting this
programas well. So it's in the works. It's
something we believe is certainly a conpromse in
getting the weight up. And |I'd be happy to answer
any questions.

CHAIR HARRI S: When you say the previous
level -- | nean, assuming it's now 118 -- what was --
say, five or six years ago, what would that |eve
have been?

MR, "ROBBINS": Well, as recently as |ast
year, it mght be a hundred-and-twelve or a hundred-

and-thirteen pounds, depending on if the all owance --

there may be three allowances in a race -- 3, 5, and
7 pounds -- where a horse may get off fromthe top
wei ght .

What we're going to do is reduce those
al |l omances, maybe only have one allowance in a
Wi nner's race so that a horse doesn't get in with a
hundr ed- and-t wel ve pounds and recogni zing that a
j ockey may have to get down to that -- to get down to

that wei ght to nmake that weight.
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COW SSI ONER MOSS:  So the equi pnent, on top
of that -- which they figure it would be about
approxi mately another 10 pounds; correct?

MR. "ROBBINS": That's correct. W' re not
advocating a change in methodol ogy of how these -- of
how the riders are weighed. | think that's what --
personal |y speaking, | think that's what added to a
| ot of the confusion |ast year, when it was
present ed.

We're saying, "apples to apples.”

This is the way jockeys have been wei ghed in the

past. This is the way they can continue to be

wei ghed. We're just advocating bringing that nmninmum
weight up to a point where it's, | think, alittle
nore acceptable for all people in the industry.

CHAIR HARRI S: Okay. Thank you.

Did -- I know the Jockeys Guild has
taken a high interest in this. Did you want to
coment on this?

MR, BROAD: Barry Broad, on behalf of the
Jockeys CGuild.

Well, the -- whatever quiet mneetings
occurred, occurred without the presence or invitation
of the jockeys. It's sonething of a continuation of

the traditional paternalistic attitude in this

87



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

i ndustry.

The fact of the matter is this is a

gesture, a sop, if you will. It's absolutely
i nadequate. It perpetuates the fraud that exists
now. Let me -- let nme tell you about -- and it's

just not enough, and it's not right.

And, you know, and it's not goi ng nake
the probl em go away because you have this regul ation
before you, which we'd like you to adopt. And we're
going to introduce it as a bill in the legislature
this year, which will include |Iots of other things in
addition to the weight issue.

And as we said, we wanted to sol ve
this within the industry. The industry never net
with the jockeys once over this, any facet of it, and
despite the tal k about a national standard.

We said that, if we couldn't solve it

within the industry, we'll just take the story to the
| egislature, and we'll tell it there.
And there -- | don't know -- naybe

they're nore concerned with Honp sapi ens than horses,
and maybe they won't get the thing about the place
that's specifically created so you can vonmit. You
know, maybe they won't get that at the |egislature.

They might find that kind of gross.
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And we don't want to tell the story,
but we'll go tell the story. It should be
interesting. And the industry's got |ots of high-
priced | obbyists, and they can probably kill the
bill, once or twice or whatever. But we'll just keep
trying.

Now, | ooking at Santa Anita's program
fromthe 7th of January, | believe, if you go to the
first race, it's a hundred and twenty-two, a hundred
and twenty-two, a hundred and twenty, a hundred and
twenty-two. They're carrying 10 pounds' equipment;
so those jockeys could wei gh a hundred-and-twel ve
pounds. That's the reality.

The fact is sonme of those jockeys in
that race -- they don't weigh a hundred-and-twelve
pounds. They weigh nore. So what are they doing?
They' re having cheating boots or whatever else is
going on; so it's just perpetuating the fraud.

If you go to the seventh race, it's a
hundred and seventeen, a hundred and seventeen, a
hundred and seventeen. So the jockey needs to weigh
a hundred-seven pounds. And they don't weigh that.

If -- in the back of the program you
got, | guess, the races that are being tel evised.

And if you go to sone of those, you've got a hundred
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and el even, a hundred and sixteen. So it's just --
depends on which race.

So this gesture is probably going to
be slightly helpful, late in the season, in sone
races. And it's probably the conditions are going to
be such early in the year that the weight's going to
go way down and the jockeys will be doing all the
things they do to their bodies in order to try to
meke that weight.

So this is areally serious public
health issue. As far as we're concerned, it's the
nost serious thing that you have before you. It's
nore serious or as serious, certainly, than drugging
of the horses. And I will say, at least all the
species involved in racing directly take Lasix, |
guess. | don't know.

Anyway so as far as we're concerned,

t hank you very much. But it's not enough. W want
sonmet hing nore, and we want something better

CHAIR HARRIS: | think, obviously, there's
different ways to go on any of these things -- that
we could do a rule at the Racing Board | evel, or
| egi slature could do it, or neither of us could do
it.

COW SSI ONER SHAPI RO  Can | ask a question?
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The weight that Barry -- M. Broad was
just tal king about -- it says a hundred-and-sevent een
pounds in the program

MR. BROAD: Uh- huh.

COW SSI ONER SHAPI RO What weight is that?
Is that the weight of the jockey w thout the
equi pnent - -

CHAIR HARRI S:  No.

COW SSI ONER SHAPI RO  -- or the weight of the
jockey with the equipnment?

COW SSI ONER MOSS: W th the equi pnent.

MR, COUTO W th the exception -- Drew Couto,
Thor oughbred Owners of California.

Qbvi ously, we've said throughout that
we have great interest in the health of the riders.
And we made a proposal early on. The racing
secretaries cane back with one that | think included
addi ti onal wei ght from what was the origina
proposal

I'd like to clarify something M.
Broad just said because we've had this argument, over
and over and over, about what "weight" is and what it
isn't. M. Broad just gave an exanple of program
wei ght of a hundred and twenty-two and said that

nmeans that the rider weighs a hundred and twel ve.
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Well, as they earlier said in this
debate, that it's 5 pounds of equipnent in addition
to the program weight. That is the weight excluded
by the regul ati on, which would include the hel net,
the vest, the whip, the safety equi pnent.

So that that rider doesn't weigh a
hundred and twel ve. They wei gh a hundred-and-
sevent een pounds at a hundred-and-twenty-two pounds
because, as we heard many tinmes, there's 5 pounds of
equi pnent that's included in the program weight and 5
pounds of equi pnent that's excluded fromthe program
wei ght .

So | just wanted to clarify that
because we -- we've had a |lot of problens with
getting this information correct. But if you use
their 10-pound exanple, it's 5 pounds below and 5
above.

So the rider would actually get on the
horse -- if it's listed as "122" in the program the
rider gets on with roughly a hundred-and-twenty-seven
pounds because of the 5 pounds, which would nean,
reduced fromthat 120 program weight, the rider's
wei ght's going to be soneplace around 117.

Thank you.

COW SSI ONER MORETTI: Drew, | know that we
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had this discussion. And it got a |lot of us very
confused, even though nost all of us thought we knew
exactly what we were counting.
Wiy is it that we just don't show the

extra 5 pounds in there?

MR, COUTO | don't know. The rule issued by
t he Horse Raci ng Board says that the 5 pounds of
saf ety equi pnent is excluded fromthe program weight.
It's not something they have to weigh with. And that
is identified as, again, the helnet, the vest, the
whip -- and | believe there's one other item but |
don't recall --

DEPUTY ATTORNEY GENERAL KNI GHT: The bridle.

MR. COUTO  The bridle.

CHAIR HARRIS: | think it goes -- | don't know
if that was just the way it was. | think we,
concei vably, could do that. | guess there's some

concern, on a national basis, that California weights
woul d not really be apples and apples with other
jurisdictions' weights.

But, to me, it seens |ike, whatever it
is, is what it is, which was part of the jockeys
proposal, which also included sone issues on body
fat.

MR, BROAD: And can | -- let nme just say,
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Drew s right. | msspoke. It's 5 pounds. And
there's a mssing 5 pounds that | guess is on there
to make it look like that they're not really --
that's not what they're riding wth.

If that -- in other words, that 5
pounds is just -- it exists. |It's just not accounted
for.

COW SSI ONER SHAPI RO So, M. Broad, would
you prefer -- do you care, representing the jockeys,
whet her the programincludes all weight? | happen to
agree with Comm ssioner Mretti. | don't know why we
just don't count all the weight --

MR. BROAD: Yeah. Right.

COW SSI ONER SHAPIRO:  -- and that's what it

MR. BROAD: That's our --

COWM SSI ONER SHAPI RO.  But |'ve heard -- |'ve
heard that it's the jockeys who don't want it to
appear that they weigh that nuch.

MR, BROAD: What we are proposing, to the
extent that we're -- | nean | don't know who those
jockeys are. But or organization's view is you have
a weight for the jockey and that there is a m nimum
of 10 pounds of equi pnment that they nust carry that's

listed. That's the proposal before you.
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They are wei ghed separately. The
j ockey is weighed once, essentially in the nude.
They get their true body weight. Then, when they
wei gh out, out to the race, they weigh out with the
10 pounds of equipnment or if it could be slightly
nore -- or if it's slightly less, it has to be at
| east 10 pounds -- they weigh out with that and they
weigh in with the same equi prment.

So when they weigh out and they wei gh
in, they should be, you know -- have the identica
wei ght, nminus whatever the weight of sweat is or
something, | nmean, if that's anything. They should
wei gh the sane.

And t hey shoul d be wei ghed every day
with their -- their naked weight and with the 10
pounds of equipnent. And that will tell everybody in
the public exactly what they wei gh when they get on
the horse with the equi pnent that they are actually
carrying.

And -- and, in addition, our proposa
deals with the question of mninum body fat content
requi renents for jockeys so that they don't engage in
these destructive practices. So, it's a proposa
that's that all enconpassing, if you wll.

What's being done here is a gesture.
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And | truly -- you know, | accept that it's a
gesture, in sonme sense, well meant or under response
to pressure. And it's good to know that pressure
works. But what -- what it neans is that it's going
to change fromrace to race and fromtine to tine.

So if what we're really worried about
here, which we should be, is that the jockey
popul ati on neets wei ght standards that are realistic
wi t hout doing damage to their health, this will help
in one particular race during the day but may not
help in the others.

So since those jockeys are riding
multiple tines, they're likely not to change their
health practices very much. And they'll do the sanme
things that they're doing to thensel ves now, which is
very harnful. That's our view of it.

So, yes, we believe that it ought to
be a truthful and totally transparent wei ght system

CHAIR HARRI'S: | think that what we need to do
is bring this back. | nean basically the Jockeys
Guild is not pacified with this nmeasure. But they
did present sonmething which I think they deserve a
vote up or down on -- on a weight systemthat we
could bring back for discussion and action at a

future neeting.
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It's a pretty conplicated system
they've got. And we need to get all the input we can
on it.

COWM SSI ONER SHAPI RO Well, 1've never seen
it. But -- being new, |'ve never even seen it. But
| have to adnmit that, as long as |'ve been around
racing, that | never knew that, in the program the
wei ght that | saw wasn't all of the weight.

And |'m kind of surprised that -- that
the public -- I"'msure, if I didn't knowit, my guess
is the public doesn't realize that, when a horse is
carrying a 120 pounds, well, that's not really all
he's carrying. He's carrying a hundred-and-
twenty-five pounds, if | understood what Drew -- what
M. Couto was sayi ng.

So I"'mkind of -- | don't know why we
just don't say, "Here's what everything weighs.

And --"

CHAIR HARRI'S: There's two issues. W could
say, "Here's what it weighs,"” but then also what the
m ni mum wei ght woul d be.

MR. HAIRE: Chairman Harris, Menbers of the
Board, there's been a |ot of confusion because what
the GQuild proposed was to separate the jockey's

weight, initially, fromthe equi pnent 'cause we know,
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with the little saddle and all the equiprment, it
wei ghs 10 pounds. W know t hat.

So this could be solved. Right now,
the horses are getting 19, 20, 22. But then
there's another 5 pounds that you add afterward. Wy
not make it a mninmum 125 pounds? And the jockeys
get on the scale, like they do in other countries,
with all the weight. They check with the -- with the
hel met and the safety jacket --

CHAIR HARRIS: Is that the reason, though,
that some of those countries, | noticed, are pretty
heavy, but they're everything?

MR. HAIRE: Everything. And that's the way it
should be. | saw sone races in Uruguay the other day
where they were 133. But they check with everything.
And that's the way it shoul d be.

COWM SSI ONER SHAPI RO:  But why don't we do
that? Wy don't we do that?

CHAIR HARRIS: Well, we just need a different
rule if we're going to do that. But it's -- | think
it's doable. | don't know if the racing secretaries
woul d be concerned that, you know, that it
woul dn't -- that there are sone issues there but --

MR, HAIRE: But it's all -- they'd be all on

the sane playing field. W're not addi ng anything
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that's not already there. Al we're doing is those
j ockeys get on the scale, and they check with the
"saddl e towel." They check with the whip. It's 10
pounds.

So and make a minimum which shoul d be
a mnimmwth the journeynen, whether it's 115,
116, or 118. Whatever is decided, that's a m ninum

Ti mes have changed where, when they
came up with this formula years ago, there was -- the
hel mets were cardboard. There were no safety vests.
So nowit's time to change it for the good of racing
and have full disclosure and with that -- when that
jockey gets on the scale -- and there should be a
m ni num of whatever is decided.

But 119, 122 -- we're just putting a
Band-Aid on this. This needs to be fixed for the
health of the riders.

EXECUTI VE DI RECTOR FERM N: "Darrel "
(phonetic), nmy recall is -- and correct nme if I'm
wrong -- but didn't sonme of this come when the riders
were resistant to the safety vest because they did
not want that to further penalize their weight?

And that's where, as the safety
equi pnent canme along, it was added on so as not to

penalize, but it was there. So it, in a way, you
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know -- they created this with not -- I'mnot putting
bl ane.

But I'mjust saying | think that this
is howit all started -- that they didn't -- in order
to make that vest nandatory, they had to agree that
t hat wei ght woul d not be included.

CHAIR HARRI'S:  Yeah. But | --

EXECUTI VE DI RECTOR FERM N: And the hel net --
as the helnmet got safer, it got heavier. And the
wei ght becane nore.

CHAIR HARRI S: Yeah. That whole thing -- and
that's one aspect that clearly needs to be revisited.
But then the proposal -- the parts of the proposal |
like are sonme of the health aspects where jockeys
woul d have to mai ntain mninum body fat.

COWM SSI ONER SHAPIRO:  Right. | think we're
of f the subject to what was initially started.
think there's two issues here. One is disclosure to
the betting public as to what the horse is truly
carrying.

And | think that the first thing that
we should do is -- personally | think that we should
adopt a rule that says, "This is how nmuch the horse
is carrying." And if that nmeans that, instead of

being 120, it's 125, at least we're being truthfu
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that that's what that horse is carrying.

And if that's different than other
jurisdictions around the country, there will be a
footnote that says, "California-rider weights include
equi pnent . "

And, therefore, the second issue is,
one, "What should the m ni num wei ght be?" which is, |
t hi nk, what M. Broad was tal king about. And | think
that we should go back and look at it. And I think
we should hear the views of jockeys and everyone el se
and cone to an answer.

CHAIR HARRI'S: Yeah. Wiy don't we get, at the
next neeting, basically, what we discussed earlier --
the proposal from Jockeys Guild, maybe tweaked a
little bit here and there -- bring it back so we have
a starting point. But then, as part of that, one of
the facets would be that the weights were whatever
they were. W'd get a --

COW SSI ONER SHAPI RO What the published
wei ght incl udes.

CHAIR HARRI S: Yeah. Ckay.

Let's nove on to the next item'cause
we've got a big agenda but --

THE REPORTER: Who was the | atest speaker?

CHAIR HARRIS: That was Darrell Haire,
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H-a-i-r-e, fromthe Jockeys Guild.

Okay. Next is the revisions to the
CHRB |icense application -- the race mneetings.

MR. REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

Yeah. What we've done here is we're
taken the standard application. And over the | ast
few nonths, we've had a | ot of suggestions for
possi bl e changes to what is known as "CHRB-dash-17."

And what we've done here is -- if you
| ook through the adjusted application, you'll see
some things are underlined. Those are what was --
what have been added. O hers have been |ined
through. Those have been deleted. And based on sone
of the changes we nade, there's al so been sone
renunberi ng and what not .

But let me just highlight quickly the
t hi ngs that have been added. First of all, we nmake
it clear that we want audited financials and, nore
i mportantly, for the |licensee.

As some of the situations have becone
corporate, we are given financial statenents but
i nformati on about the California Racing Association
is in a footnote, based on the entire corporation; so

we need financial statenents for the |icensee.
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And, in addition, we've also asked
about -- for information regarding electronic
security systens, energency lighting for the tracks
that have lights -- the night industry and whatnot --
for those that run in the evening.

In addition, we've also taken -- we
asked for information about steps they've taken to
increase their on-track attendance and the
devel opnent of new horse racing fans.

And, simlarly, we ask for information
about advertising budgets, pronotional plans, and
facilities that have been set aside for new fans as
wel | as any inprovenents to the physical facility.

Now, where we're at in the process is
we' ve taken the application. W've made these
changes -- all that I've indicated, underlined, and
scrat ched and whatnot -- but at sonme point, we wll
determ ne that we have made all the appropriate
changes to the application.

And then you will direct us to go
ahead and start the rul e-meking process to make this
change permanent because the application itself is
i ncluded, by reference, in the Horse Racing Board
rules. Therefore, changes nmust go through the

regul atory process.
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So at sonme point, we will decide that
it is conplete. The changes, all the changes and
the -- whatever they are, have been made. And then
we can nove forward

CHAIR HARRI' S: So where are we now? Now, we
woul d basically take another nonth for people to
review it some nore and bring it back or what?

MR. REAGAN: W're sinply at a situation where
we' ve either done enough or we haven't. You can make
nore changes. O you can say, "This is" -- you say
today that "This is good. This is where -- this is

what we want,"” and we will start the regul atory
process now.

O we can wait a nonth and wait for
addi ti onal changes or nodifications from wherever;
and at that point, you can tell us to nove forward.

CHAIR HARRIS: Are there any comrents fromthe
raci ng associ ations inpacted by this? 1Is there
anything in here that we've got that you feel is
unr easonabl e?

(No audi bl e coment .)

CHAIR HARRI'S: | can't believe that. W're
just not ready yet.

Have the racing associations read this

as yet?
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(Laughter.)

CHAIR HARRI'S:  Well, | don't know. | hate to
just start the rul e-maki ng process and then we get it
back and there's sone little nodifications that we
want to make. But | don't know.

What's the pleasure of the Board on

COW SSI ONER SHAPI RO: | woul d nove that we
accept these changes. And since it's ny
under st andi ng that the rul e-maki ng process takes
anot her 30 days or so, | would nove that we accept
t hese changes.

MR. REAGAN: Conmi ssioner, | can |let you know
that we can certainly get started. But the
rul e-maki ng process itself can sonetines be six
nmonths to a year in a sense that we will go out for a
45-day notice period. It will be on a future board
meeting for your approval for adoption

And then, after that, it goes back to
OAL for their review for 30 days; and then, once
they' ve approved, it's a 30-day before it's
i mpl enented. So there are a nunber of steps and tine
frames in the |aw that we nust conmply with.

So if you give us the go-ahead today,

we will get these in the proper formfor OAL and get
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them noti ced and have the 45-day period, the future
Board nmeeting for approval. And so, like | say, we
could be in the summertime before it cones back to
you as a item for approval as a finished product.

But you're right. |If there are
changes in the nmeantinme, once we start that process,
if there are additional changes, that delays the
process because we have to go back out for additiona
notice of either 15 or 45 days on change. So we want
to make sure we have it right before we start the
process and -- and --

CHAIR HARRIS: Well, we're probably going to
make changes at sonme point anyway; so maybe we shoul d
go ahead and get it started and --

COW SSI ONER SHAPI RO: Yeah. | mean | was the
one that asked for these changes. And | think it
i ncorporates all the changes that | requested.

MR REAGAN:  Ckay.

COW SSI ONER SHAPI RO  So if nobody has a
problemwth it --

EXECUTI VE DI RECTOR FERM N: M question woul d
be on 11A, where it says, "Name and title of the one
person responsi ble for security controls on the
prem ses" -- whether we could nmake that be a little

nore detailed as far as a chart of responsibility of
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what's restricted area and what is not.

| think, obviously, the CHRB is --
we' re very concerned about hei ghtened security, you
know, within the restricted area. | notice that the
graded stake races and surveillance and such is on
here.

But | think that we would like to
have -- | would I[ike to see a firmconmmtnment from
management as far as how many people they' re going to
have, who they are, who's in charge, and sonme kind of
a hierarchy.

COW SSI ONER SHAPI RO That's probably a good
change and maybe ask they incorporate an organization
chart from each association and with nunbers of
contact people to be reached after hours and things
i ke that.

MR. REAGAN: Ckay. We can certainly do that.

VI CE-CHAIR BIANCO So do we need a vote on

t hat ?

CHAIR HARRIS: Sure. Yeah. They don't
want -- on the financial statements, maybe the way we
can go at it is what we want -- if it's a subsidiary
of another corporation, | guess we would really

require that the subsidiary have anple capital to

stand as a stand-al one conpany where you could
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conversely have sone type of guarantee fromthe
parent that they would stand behi nd whatever the --
their subsidiary did.

MR. REAGAN: Yeah. And nore inportant, we --
by having the financial statements for the particular
licensee, we get information about that racing
association in terns of their revenues fromall these
various sources as well as their particul ar expenses
and the disposition thereof and so on and so forth.

Rat her than trying to put it into sone
kind of a note on a larger corporate financial --

CHAIR HARRI S:  Yeah

MR. REAGAN: -- we actually get the separate
financials for that licensee with the particular data
regarding their California operation.

CHAIR HARRI S:  Yeah

MR. COUTO  Drew Couto, Thoroughbred Owers of
California.

["mnot certain what section it would
best fit in, but perhaps TOC coul d request an
additional provision in the application be added that
all purse funds generated and held by the racing
associ ation not be transferred to a parent
corporation outside the State of California at any

time but that purse funds always renmain in the State
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of California and are never transferred anywhere
outsi de, whether that's generated, held, or
ot herwi se.

MR. REAGAN: Conmi ssioners, sonmething to that

effect, | think, would be Nunber 5 in the

application -- "Purse Program" W have Itens A
through I. There's also a "Notice to Applicant." W
can either put M. Drew -- M. Couto's concern in an

item such as Nunber H, when we refer to the bank and
account numnber of the paynmaster purse's account.

We could make a -- expand on that. O
we could add it to the note to the applicant. But if

you so desire, we can include that, if that's your

wi sh.

COW SSI ONER SHAPIRO. | think that's a good
i dea.

CHAIR HARRI'S: | don't understand. What was
t he perceived problemof that? | nmean my only

concern woul d be so many of these banks are basically
i nternational banks and it's hard to say if you're
with Bank of Anmerica or if you're with Bank of
America in California or North Carolina or where.

MR. COUTOG:  Chairman Harris, Drew Couto,
Thor oughbred Owners of California.

Now, for the past several nonths,
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we' ve been cooperatively, with the racetracks,

| ooking at a migration of the paymaster's office, for
a nunber of reasons, to a single account, probably
hel d under TCC.

In the process, there's been
informati on that the purse accounts have been
transferred to out-of-state parent conpanies. And
it's unclear to us whether they have been conmi ngl ed
with other funds, held in segregated funds, if the
full anmpbunt of the interest has been conveyed to the
purse account or only that anpunt of interest held on
nonies in the California account.

So we'd also |like to make sure that,
to the extent they're out of state or out of the
country, that they are protected against creditors.
We don't have that guarantee as well. So by
mai nt ai ni ng the accounts in California segregated,
think that would be a very inmportant step to protect
t hose purse funds.

And as we saw not -- as we saw in
ot her states, there sonetines can be problens
associated with purse accounts.

CHAIR HARRI S: Yeah. 'Cause clearly those
funds should be, like, a trust account to benefit the

purses, not commingle '"emw th everything el se.
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MR. REAGAN: W can work with M. Couto to add
sonmething to the proposed application before we start
the process.

CHAIR HARRIS: Okay. Well, let's -- | think
we can go ahead and start it. Watever -- the
product that we've got today is probably not what
we're going to end up with anyway.

So if sonebody would |like to nove that
we start the process --

COW SSI ONER SHAPIRO:  1'l1 nove to adopt the
new | i cense application as anended in the discussion
t oday.

COW SSI ONER GRANZELLA:  Second.

CHAIR HARRI'S: All in favor?

COW SSI ONERS' VO CES:  Aye.

MR. REAGAN: We will do so. Thank you.

CHAIR HARRI S: Ckay. The next item we
touched on before, but we're going to just tal k about
it inltem7 is the report and discussion of Autotote
on the status of alternate selection options on
Pick N wagers. So | think --

MR, REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

I know M. Payton is here, but | just

wanted to refresh everyone. W had the alternate
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sel ection for the Pick 6 before the Breeders' Cup
scandal . The security changes to that system to al
systems, to address that scandal apparently took away
the alternate sel ection process.

And it's sinply a matter of tine,
noney, and effort -- whatever it takes -- to put that
back in. And | think M. Payton will let us -- let
us hear about what that m ght be.

MR. PAYTON: Thanks, John.

Dave Payton with Scientific Ganes
Raci ng.

Yeah. |'ve been here before. |'ve
given status reports. And | was probably way too
optimstic, thinking we were going to be able to get
it done sooner than we coul d.

We obviously understand it's a feature
that the patrons are, you know -- they desperately
want back. We had it inplenented in the late 90's,
as John mentioned, and had to disable it after the
Breeders' Cup incident at Arlington.

When that happened, we needed to turn
of f anything that was related to transferring
informati on from one systemto another on scan -- on
"scan pools.” And that included any "alternate-

runner information."
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And after that, the industry requested
that we go ahead and get a new type of scan done so
that, after every leg of a race within a Pick 6 or a
Pick 4, that information is automatically sent to the
host so there is a central place where al
i nformation is.

That took quite a long tine to get al
the tote conmpanies to agree howto do it. That
wor k' s been done.

Then we needed to, as we were the --
kind of the instigators to bring the alternate runner
to the industry, we needed to propose a way, now, to
support alternate-runner capabilities. So we went
ahead and did that. W proposed it to the "TRA 20-20
Committee," again. And, again, the other tote
conpani es adopted our procedure. And that work was
done. That work's been devel oped and is ready to go.

One thing that we couldn't do before
with alternate runners was offer a pick or a
"will-pay" on a race that had a pick -- an alternate-
runner selection. And that was, because the way the
i nformati on was kept, we didn't know what the
substitutions were going to be until after the | ast
| eg.

And t hat being the case, there was no
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way to put up a "will-pay" that woul d mean anything.
So we've now -- what we've been doing over the | ast
few nonths is to design, with the "I TSP" (phonetic)
changes, ways to be able to support the "wll-pays”
as well so that, when we introduce alternate-runners,
again, we won't take away "wil |l -pays."

So all that said, the racing
associ ati ons have been asking ne, for nmonths and
months, to hurry up and get this back. So it's been
on our list of things to do.

What we're | ooking at right nowis
being able to bring it back within California by the
July time frame, getting it ready for Del Mar's neet.
' m hopeful -- hopefully, we'd be able to get it
sooner in sone places if we could, you know, get sone
of the work done. But, right now, it's |ooking like
t he outside would be that it would be ready again for
Del Mar.

CHAIR HARRIS: So it would be ready for Del
Mar -- alternate Pick 6 selections? 'Cause on the
Pick 3s and Pick 4s is discussion --

MR, PAYTON: Pick 3s -- keep the Pick 3s
separate for a second. This will be Pick 4s and
above -- alternate runners.

CHAIR HARRIS: And that would be alternate; so
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that would be -- could go into effect in -- statew de
in California starting with Del Mar?

MR, PAYTON: We could have it ready for
everybody in the state by -- by Del Mar's nmeet. W
m ght be able to -- could possibly get it into Los Al
or up in the North, maybe, before that. Mybe we
could get it ready for CARF.

But | don't know for sure yet. Right
now, |'ve been -- |'ve been told that we can
definitely assure Del Mar

CHAIR HARRIS: So that's Pick 6?

MR, PAYTON: That's the Pick N, which is a 4
and above. Pick 3s are different. Pick 3s, we never
instituted an alternate runner for. There was a --
the reason for it is that the way the information is
kept in the systens is different than it is for
the -- for the Pick Ns. [It's actually the whol e poo
is transferred. It's a matrix that's sent from one
systemto anot her.

And that was always a |large estimte,
a large project for all the tote conpanies to come up
with a way to handle that. W still don't have an
answer for that. The estinmate that |'ve got to
i mpl ement alternate runners on Pick 3s is a thousand

programm ng hours.
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And, you know, when they give ne
nunbers |like that, they don't really mean too nuch.
It just neans that they knowit's a |lot of work, and
they're not sure what it's going to take yet so --

CHAIR HARRIS: | think one of the suggestions
on that is that you have a consol ation payoff, |ike
we do on a double --

MR. PAYTON: Yeah. And that's addressed in
some of the other reconmmendations that's --

CHAIR HARRI'S: Is that doable? | mean could
that create a problemfor --

MR. PAYTON: Those are just rul e changes.

We' ve inplenented those in other parts of the country
as well so --

CHAIR HARRIS: | think that mi ght be the best
solution there. Okay. Thank you.

MR. PAYTON: Thank you.

CHAIR HARRIS: Okay. Let's nove on to -- |
need to get a couple of action itens out of the way
because we m ght | ose a few Board Menbers.

Let's go to Item 12, which is the
di scussion, action by the Board on the request of Bay
Meadows Foundation to distribute charity proceeds in
the amount of 64,500 to 23 beneficiaries.

MR, REAGAN: Certainly. Comm ssioners, John
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Reagan, CHRB staff.

As required by | aw,

the Bay Meadows

Foundati on has received the noney fromthe tracks --

sixty-four five is what they propose to distribute to

23 beneficiaries. It does require the Board's
approval .

We have reviewed the application,
their proposal. And it does neet the various

requirenents in |aw

to certain types of

about certain percentages going

groups. So we do recomend

approval of this request.

CHAI R HARRI S:

Any di scussion on this?

(No audi bl e response.)

CHAI R HARRI S:

VI CE- CHAI R Bl ANCO

CHAI R HARRI S:

Do | have a npotion?

I'd like to make a noti on.

It's been noved by Bianco.

And second by --

COWM SSI ONER

CHAI R HARRI S:

Al i

MOSS:  Second.

-- Jerry

n favor?

COWM SSI ONERS' VO CES:

CHAI R HARRI S:

Okay.

Approved.

We' ve got

Mbss.

Aye.

Del Mar.

Go ahead with that.

MR, REAGAN

Simlarly,

Commi ssi oner s,

we have
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the request from Del Mar included in the package. W
have reviewed it. It does neet all the various
requi rements of law. And we recomend approval .

CHAIR HARRIS: A notion on that?

VI CE-CHAIR BIANCO.  |I'Il nake a notion.

COW SSI ONER MORETTI:  Second.

CHAI R HARRI S:  Second.

Al in favor?

COW SSI ONERS' VO CES:  Aye.

CHAIR HARRI S: We've got Hol | ywood Park,
which is the largest -- a hundred-ni nety-two-
t housand.

MR. REAGAN: And we have reviewed that, found
it to be in order, and reconmend approval .

CHAIR HARRI S: Make a notion?

VI CE- CHAI R BI ANCOC:  Move approval .

CHAIR HARRI S: Moved by Conmi ssion Bi anco and
seconded by --

COW SSI ONER SHAPI RO. Second.

CHAIR HARRIS: -- Conmmi ssioner Shapiro.

Al in favor?

COWM SSI ONERS' VO CES:  Aye.

CHAIR HARRIS: Okay. | just wanted to get
those out of way. We've still got a lot of tine; so

don't leave. You mght nake the first race; but you
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got ADW when you think about it.

Anyway -- okay -- the next thing --
don't lose ny train of thought -- the report on the
California Performnce Review Conm ssion, which is
known as "CPR' which -- | don't -- is sonebody
prepared to give that or -- yeah. Go ahead.

MR. NOBLE: Commi ssioners, Paige Noble, CHRB
staff.

Yeah. 1'd like to bring you up to
date on the latest regarding the California
Per f ormance Review and just to kind of recap what's
happened up to this point. |In early 2004, Governor
Schwar zenegger initiated a top-to-bottomrevi ew of
California government. And this was called the
"California Performance Review " what we refer to as
the "CPR "

The CPR -- the purpose was to provide
recommendati ons regarding restructuring and
reorgani zing and reform ng state governnent. In
August of 2004, the CPR report was issued. And it
cont ai ned over 1,200 individual reconmendations
pertaining to state operations and structure.

Included in the CPR report was a
recomrendation to elimnate 117 boards and

conmmi ssions, including the California Horse Racing
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Board. The CPR recommended that the CHRB no | onger
operate as an independent board, that the Board be
elimnated, and that the Board's functions and
responsibilities be transferred to a newmy proposed
departnent called the "Departnent of Comerce and
Consumer Protection."

In Cctober of 2004, the CPR Comm ssion
concl uded the last of eight public hearings. And
then, in Novenmber of 2004, the Comm ssion subnmitted
its report and reconmendations to the governor

Now, the Conmission's report to the
governor at that time did not specifically nention
the CHRB. However, the Conm ssion recommended to the
governor that the adm nistration evaluate the boards
and the commi ssions that had been proposed for
elimnation.

Earlier this nonth, on January 6, the
governor subm tted a government-reorgani zation plan
to the Little Hoover Comm ssion.

Now, in the reorganization plan, the
governor proposed to reformor elininate 94 boards
and commi ssions that are either obsol ete; whose
functions are duplicated el sewhere within state
governnent; have either outlived their useful ness,

provi de regul atory hurdles, or functions are already
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being fulfilled.

Fortunately, the aforenentioned
descriptions did not fit the CHRB because the
governor did not include the CHRB on the |ist of
boards and conmi ssions recomrended for elinnation

However, there have been some comments
fromthe governor's office that indicate any board
that was on the original target list that was not
i ncluded, on the list that was just recently
submitted to the Little Hoover Comm ssion, could be
subj ect for future review.

This itemis for discussion at this
point. However, CHRB staff will closely nonitor any
future reorgani zation plans submtted by the governor
for its inpact on the CHRB

CHAIR HARRIS: Any comments fromthe
Conmi ssioners on this?

(No audi bl e response.)

CHAIR HARRIS: | think we need to work with
the governor's office and give them any infornmation
they need. | think -- fromthe industry and Board
perspective, | think everyone felt that there was a
clear need for CHRB to be a state entity.

And, you know, | think we can al ways

rei nvent ourselves as we go along and try to do a
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better job on different things. But | think it would
be very difficult if this agency was under sone
sonmething that didn't have apply to racing at all
COWM SSI ONER MORETTI @ Pai ge, ny suggestion
woul d be that staff prepare some kind of response to
the governor's office that includes a description of
the duties of the CHRB, other than the |icensing
duties, because it's my understandi ng that,
initially, nost of the boards and comm ssions that
were subject to what you were tal king about -- to
elimnation -- were -- could all be categorized as

“licensing boards,"” of which there are literally
dozens. And they are duplicative in many ways.
Where the CHRB stands out, as do sone
ot her commi ssions and boards, is the fact that we --
our oversight in the nmedication issue is extrenely
i mportant as well as the other issues that would
pertain to upholding the integrity of the sport. So
I woul d suggest that we might want to focus on that.
MR, NOBLE: Sure. W can certainly put
somet hi ng t oget her.
CHAIR HARRIS: That's a good idea.
COWM SSI ONER SHAPI RO.  Does that bring into

guestion whether or not California should join the

Raci ng Li cense Consortiun? | nean if there's an
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i ssue as to concern on licensing, | understand the

| egi sl ati on now provides that we could be part of a

nati onal racing license.

But for some reason,
know, 1've heard that, | guess,

much noney or the State woul dn't

if we joined that consortium

| don't

we woul dn't

which | don't

make as

make as much noney

know if that's

been revisited or if that would be of concern to the

governor's office, if nmaybe they would see it as a

benefit if we were part of that and took that task

out of the hands of having to |icense everybody.

I nmean from a

horse --

CHAIR HARRIS: | think we stil

agree we should take a | ook at

woul d.  But

a national |icense

think it would only inpact a few percent of our

people that are nultistate.
shoul d | ook at.

COWM SSI ONER SHAPI RO

But it's sonething we

| nean,

if you're a

horse owner, it's a real pain if you want to ship

your horse to West Virginia and you have to get and

make sure you pull -- you get a license in time to be

able to race a horse for one

race.

CHAIR HARRIS: It's a barrier to people that

we want to get into the gane.

COWM SSI ONER SHAPI RO

Ri ght .
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CHAIR HARRI S: What is the background on this?

ASSI STANT EXECUTI VE DI RECTOR M NAM :  Roy
M nam , Horse Racing Board staff.

Conmi ssioners, we do accept the Racing
Consortiumlicenses. However, the difference is that
we need to make sure that our fees are paid and that
t he background investigations and the fingerprints
are taken the same as the California.

So in other states, the -- they may
not require fingerprints or certain kind of
background checks. But as long as the individua
fills out an application for the national |icense and
submits to us with the fees, then we will accept
that. The difference is, is those licenses are
processed through the ARCI

And the main thing that we want to
make sure is that the background checks and the fees
are paid to California. But we do -- we wll
accept -- we do accept those.

COW SSI ONER SHAPI RO All right. But going
the other way, for our horsemen that are based here
and race in other jurisdictions, they have a problem
And so | don't know if we shouldn't revisit it and
| ook to see if, you know -- | don't know what extent

we really do background searches and all those things
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on every licensee. But | would think that we should
revisit this.

CHAIR HARRI'S: Yeah. It seems to ne that, if
sonebody ships in for one race, by the tine we ever
get his background checked and fingerprint check and

everyt hing back, it's six nonths |ater anyway; so --

COW SSI ONER SHAPI RO | nean, yeah --

CHAIR HARRI'S: -- I'mnot sure if we're
really -- it's kind of a --

COW SSI ONER SHAPI RO: -- how useful is it?

ASS| STANT EXECUTI VE DI RECTOR M NAM :  The --

my understanding is that the national I|icense,
t hough, is the -- is gone through the clearing house
of the ARCI. So we provide the horsenmen with the

proper |icense applications. And those are shipped
directly to the ARCI and processed fromthere to the
other state that the individual |icensee wants to
race at.

CHAIR HARRIS: Let's get -- we ought to get
into this later, but | --

COWM SSI ONER SHAPI RO Ri ght

CHAIR HARRIS: -- but | agree we've got an
i ssue here which we should --

DEPUTY ATTORNEY GENERAL KNI GHT: Can | comment

on that? The Board did enter the interstate --
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there's an interstate conpact. There's actually a
statute that deals with it in your Act. And the
statute does require what Roy was describing. It
requires that they still satisfy the California
requi renents, you know. That's ny recollection of
the problem

The way the statute was passed if --
for California to join this interstate conpact, it
had to maintain its licensing standards. So if there
was any licensing standard that was a | esser
requi renent than California had, they still would
have to nmeet the higher standard when they cane to
California.

So that's the reason why they -- when
they come here, they still have to neet, in sone
cases, the background check with DOJ and so on. So
it would take a | aw change to -- but it -- you know,
you certainly can revisit it. But we do have
statutes --

CHAIR HARRI'S: Yeah. Let's revisit the whole
ar ea.

Okay. Let's nove on, then, to Item?9
is the discussion and action of the Board on the
policy of releasing nanmes of individuals who have

been served with conplaints, accusations, or rulings
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for Class 1, 2, or 3 nedication positives and the
best nethods to utilize for the release of this
information. | think our staff has a proposal on
t hat .

ASSI STANT EXECUTI VE DI RECTOR M NAM : Roy
M nam , Horse Racing Board staff.

The -- currently the information on
Class 1 and 2 -- Class 1, 2 and 3 positives are --
become public under the Business and Professions Code
once an accusation or a conplaint is served upon a
i censee.

Now, the current practice of the Board
is that we don't actively disclose or dissemnate the
i nformati on of trainers who have been served with
conplaints or accusations for a Class 1, 2, or 3
positive.

The exception is that, on certain
hi gh-profile trainers, information will be given to
M ke Marten, our information officer, for
di ssem nation to the media, upon their request. But
we don't do it on every single case for all trainers.

The fact of the matter, though, is
that the information does not beconme public until the
Board staff serves a conplaint or accusation upon a

trainer.
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CHAIR HARRI S: But --

ASSI| STANT EXECUTI VE DI RECTOR M NAM : | thi nk,
what the staff would propose, rather than an active
di ssem nation is, that, upon the service of a
conpl aint or accusation, the Board will post such
service on its website.

So we're not actively dissem nating.
However, we are meking the information available to
i ndi vi duals who want to find out what the | atest
conpl aint or accusation has been. W would post that
on our website to nmake it available to the public.

CHAIR HARRI'S:  Yeah. | think that should be
the policy. | think we want to be as transparent as
possible. | think there was sone confusion back on
the high bicarbs -- why we wouldn't rel ease those
names.

And t he problem was that we, under the
statute, could not rel ease nanes of people that were
charged. We couldn't charge people for sonething
that was not in violation of anything. So it wasn't
any -- any subterfuge on the part of CHRB or anybody.
It was just that we physically could not rel ease
t hese nanes.

But now, anything that is a 1, 2, or

3 -- once the person is charged, | think putting it
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on the website's a good way to do it. |It's
accessi ble to anybody; and it doesn't discrimnate if
you're a big trainer or a small trainer or anything.
And | think that that will do it.

| think the press will start picking
up on it. And then they can use that information any
way they want.

ASSI STANT EXECUTI VE DI RECTOR M NAM : W woul d
also if, you know, once -- it does becone public once
the accusation or conplaint is served; so, in
addition to the website, if we have an active
request, as a Public Records Act or if M. Mrten
gets a request directly fromthe nedia, then he would
al so be free to disclose that --

CHAIR HARRIS: Well, anything on our website,

if it was requested, | nean --

COWM SSI ONER SHAPIRO:. | don't think -- |
don't think we should actually comrent on -- if we
take an action -- we take an action and we post it, |

don't think that we should differentiate between any
trainer and sinply make it avail abl e.

And | don't even see why we need to
dissemnate it if requested. It's on the website for
people to see the website. And they can --

CHAIR HARRIS: If it's a public record --
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anything -- people can request anything if it's a
public record. They're not protected. But | don't
think it's going to happen very often, anyway, if
they can just go to the website.

ASSI STANT EXECUTI VE DI RECTOR M NAM : The only
i nformati on we woul d be discl osing would be the nanme
of the trainer, the drug substance, the
classification, the horse's name, the name of the
track, and the date of race.

COW SSIONER MOSS:  |'m sorry, Roy. But
woul dn't that be acconpanied by a Notice of Meeting
with the stewards or sonething regarding that?

ASSI STANT EXECUTI VE DI RECTOR MNAM : It could
be, if it's scheduled at the tine of service.

COWM SSI ONER MOSS:  Ri ght .

ASSI STANT EXECUTI VE DI RECTOR M NAM : We coul d
al so indicate the Notice for the date of the hearing
But anythi ng beyond that, we would not be able to
di scl ose because it would still be considered a
"pendi ng investigation" and the case would not be
closed at that tine.

EXECUTI VE DI RECTOR FERM N:  Ceneral |y, when
the accusation goes out, there has been at least -- a
heari ng date has been set. It isn't always kept

because peopl e want continuances.

130



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

But | think the real inportant thing
is that everybody has to be treated the sane.
COWMM SSI ONER MOSS: | agree.
MR, MARTEN: M ke Marten of the Horse Racing
Board staff.

Yes. | would like to clarify one
thing. Certainly, in the 90's, there was a policy
where we issued rel eases on high-profile |licensees.
That changed, | think, about '98 or '99. And we
started issuing rel eases on each and every case of
Class 1, 2, and 3.

And t hen, when the | aw changed t hat
directed 1s, 2s and 3s to the Ofice of
Admi ni strative Hearings, then our policy changed.
And we stopped issuing rel eases because the catal yst
for those news releases had been the CHRB
investigator's filing an accusati on and handing ne a
copy of it.

When it went to the Attorney General's
office, we didn't have the sanme dial ogue with the
attorney -- Deputy Attorney Generals. | wasn't
receiving the accusations or conplaints fromeach and
every Deputy Attorney General

Therefore, it went back to the

i nconsi stency. And the Board, at that tine, decided,
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well, to be consistent, we would issue no rel eases.
But the high-profile cases go back five or six years
ago. Everyone was treated the same for the past,
roughly, five years.

CHAIR HARRI'S: | think the website's the best
solution 'cause otherwise it |ooks like we're
comenting on the nerits of the case and all, which
i s bad because we don't want -- because we, as a
Board, soneday nay have to rule on that case

So | think it's better that it's out
there. And the reporters are good at diggi ng out
what ever information they have as |ong as they know
that it's there.

Anyt hing el se on this?

(No audi bl e response.)

CHAIR HARRIS: Let's go onto -- Item10 is a
report by the California Marketing Committee on
proposed 2005 programs and eval uati on of 2004
program

MR. REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

We have people fromthe CMC today.
There was not hing avail able for the package that we
have for this nmeeting. But | understand that, since

that time, they nay have sone nore information
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they'Il give to us today.

MR, FRAVEL: M. Chairman, Craig Fravel. | am
the Chairman of the California Marketing Conmittee,
whi ch conprises six individuals who are in
representative positions.

Under the way the statute is witten,
there was one representative from Northern California
raci ng associ ati ons, one fromthe Southern racing
associ ations, two representatives of the fairs, and
two representatives of the Thoroughbred Owers of
Cal i fornia.

The California Marketing Committee
dates back to the origination -- in a sense, it dates
back to the origination of satellite wagering in
California. 1n 1988, when satellite wagering began
there was a provision in the law that provided that 1
percent of the nobney generated at satellite-wagering
facilities went into what was called the "1 Percent
Fund. "

And under the previous law, the 1
Percent Fund, which aggregated to it substantially
nore nmoney than is currently paid into these funds,
was controlled by host raci ng associ ati ons during
their individual race neets.

And there was, |ike any other

133



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

mar keti ng prograns in this business, a trenendous
anount of dissatisfaction with the way that noney was
spent and primarily on behalf of the fairs, who felt
that the constant practice of the racing associations
to advertise only their neet on opening and cl osing
day, which, candidly, nobst satellite-watering patrons
didn't care that much about, was unproductive and
resulted a change in the law in conjunction with,
bel i eve, the expansion of satellite wagering to
permit nultiple signals to be taken four or five
years ago, the reduction of the overall funds to a .4
percent fund that was then turned over to the
California Marketing Comm ttee for discussion and
al l ocation of those resources.

The original |egislation contenplated
a sunset date of July of 2004, when that |egislation
woul d no | onger be effective. And had that sunset
provi si on been -- not been extended, the noney woul d
have reverted back to the racetracks and the horsemen
as essentially leftover distributions under the horse
raci ng | aw

The California Marketing Comrittee, as
| said, is a six-nmenber organization. W neet
routinely or regularly to try and anal yze our

progranms. Obviously, the marketing issues in this
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busi ness are difficult. And everybody has a

di fferent perspective on how they should be -- on how
t he noney should be spent. And there are trade-offs
and political discussions, | guess, that go on in the
context of the Marketing Committee.

But, overall, we have tried very hard
to move the ball forward and to do things that are
beneficial, statew de, for the funds.

When the extension of the program was
in question, legislatively -- that was the beginning
of last year and much of last sunmer -- we had a
variety of nmeetings with industry representatives to
di scuss how the funds should be allocated or should
t he sunset be extended.

And the current budgets are basically
a reflection of those neetings, which included
virtually every constituent group in the business.
And we then agreed upon the piece of |egislation that
extended the sunset provision to the end of 2005.

So we currently have a statutory
authority to continue to allocate these funds through
the end of 2005.

| believe that the Committee -- or the
Conmi ssi on has been provided with a copy of the

t wo-year budget that was agreed upon | ast year, when

135



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

we were working on the sunset provision. And we have
now done sone nodifications, nore recently, to the
2005 budget and will be providing this Board with the
full reconciliations on 2004.

Li ke many other entities, we're
cl osing out the books on '04 and should, within the
next month -- within the next nonth, have a conplete
record of the expenditures for 2004.

I"'mnot sure if you want ne to go into
great detail on, you know, what the prograns are that
we do or sinply suggest that, you know -- one thing
we have done in the past is sit down with Board
Menmbers individually or in groups, to the extent
that's permtted by the Brown Act, and revi ew what we
spend our nobney on, how we spend it, and answer your
gquestions, rather than take up a lot of tinme at these
neetings.

We' d be happy to do that. O 1'd be
happy to respond to them now.

CHAIR HARRI S: Any questions fromthe Board?

(No audi bl e response.)

CHAIR HARRIS: | think there is a | ot of angst
out there, as far as the -- basically the
ef fectiveness of the noney and howit's spent. And

don't know if we really have enough information to
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really judge it one way or the other. But | think we
really need to | ook at the budget.

One of ny concerns -- would there be
some eval uation process by a third party that could
say, "Okay. You spent, you know, X-anount of nobney
on this area of promptions and that worked or didn't
wor k or whatever"?

It's always tough in narketing to say
what wor ks and what doesn't work. But, at |east,
there's sone effort to quantify the anobunt of nobney
spent.

MR. FRAVEL: Well, and, again, that's not
somet hing that the Cormittee certainly has any
objection to. And we'd be happy to, you know,
entertain that kind of -- we are doing sone research
in conjunction with -- the NTRA directed sonme of the
programs that we have currently. And we should be
conducting that within the next nonth as well

And | guess what | woul d suggest is
that, you know, we can prepare a nuch nore
conprehensive report for the Board. |f you have a
committee that it should be, you know, presented to
first, we'd be happy to do that or sit down
i ndividually with people and go through that.

But, again, this is a very open
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budget. And we'd be happy to answer any questions
and respond to ideas. And | think the one thing that
we have conceded ampngst the conmittee --

And, by the way, when we do neet,
anyone who really wants to cone to those neetings is
invited. It's not neetings that are in secret or
you know -- and anyone who would like to be on the
list for notification when these neetings are, is
nmore than wel cone to attend, as well, and provide
i deas and suggesti ons.

COW SSI ONER SHAPIRO: | -- it appears -- and
| have the -- | received that. There's a budget of
about $5.6 mllion for the first year. And certainly
you're right. W all have our personal coments as
to what we think works or doesn't work.

What | can't tell, fromjust | ooking
at the budget, is what the effect of, for instance,
the Gol den State Rewards Program actually has been
| have no idea what the success is in terns of
bri ngi ng custoners back and how often they're --
they're using their betting to -- are they
partici pati ng nore?

MR. FRAVEL: Yeah.

COW SSI ONER SHAPIRO. | can't tell anything,

just looking at a budget. So I'd be interested in
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seeing what the results are.

MR. FRAVEL: Well, let nme nake this
suggestion -- and I'mnot trying to delay things. |
mean we can nmove very quickly on this because we have
a lot nore information than, candidly, | think you'd
ever want to see.

If you'd like to kind of sit down with
me -- you and | could talk in the next week and we
can get with "Shannon" (phonetic) and get a list of
some of the things you' d be interested in -- we can
prepare, you know, information that's directly
responsive to the questions you have rather than -- |
nmean we will proceed in any fashion you' d Iike but --

COW SSI ONER MORETTI: Craig, | would also
like to get an update on sone of the activities. It
seens like it's been a couple of years since there's
a been a full Board presentation.

' m not saying you need to take up the
time of the full Board but -- and | don't need a
fancy Power Point or anything -- but, just, 1'd Iike
to have a description or we can have a conversation
and find out what you all have been up to because the
only one I"mactually aware of is the award program

CHAIR HARRIS: Yes. | think we can set up a

date sonetine. And it wouldn't necessarily be a

139



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Board meeting but maybe just get a couple of us from
the Board and sone of the different interest groups
to take a | ook.

There's a |l ot of noney being spent,
and there's a |lot of concern that we're not show ng

any growth. And maybe this isn't, you know -- naybe

we' re not spendi ng enough noney -- but that we have
oversight. It has come up 'cause you're going to
have to get it extended -- the sun -- it's going to

continue after a while. And there would have to be
a new bill.

MR. FRAVEL: Yeah. There would have to be
legislation to do that. And |ike many ot her things,
we'd have to have a consensus on proceeding with it
for, you know, another year or two years of the
progr am

But 1'Il be happy to nake the
arrangenents to do that and contact M. Shapiro's
office and Ms. Moretti's office and try to find a
time that we can all sit down and go through that and
see what kind of information you guys would like to
see.

CHAIR HARRIS: And then | don't think I've
really gotten a budget -- if you could send all of

us, you know, anything that you have so we could
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review it before the neeting.

MR. FRAVEL: Yeah. W'Il provide that to each
of you as well as M. Reagan

COWM SSI ONER SHAPI RO | woul d suggest that
you circulate it because the people to nmy |left have
never seen the budget. | don't know about the people
over there.

CHAIR HARRIS: Is it just a one-page budget?

COW SSI ONER SHAPI RO Yeah. 1t's a one-page
budget. And, you know, frankly in very -- $2 mllion
goes to the GSRN prograns. There's a nmillion five in
there for "Supercharge." There's $430,000 for
satellite marketing.

The California Racing Canpaign is
$250, 000, which, | think, is sending sonmebody to try
and bring horses to California, if I"'mright.

There's a total of $630,000 that is being spent on
replay shows, both in North and South --

Sout hern California and $90, 000 on radi o shows and
$240, 000 for "purse superchargi ng" and -- and another
$250, 000 for workman's conp and a hundred-and-
forty-five-thousand for administration of the
program

You know, | personally question sone

of these issues. And, for instance, the replay
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show -- | don't really know why we're using this
mar keti ng nmoney for just a replay show. | think
replay shows for the horse bettors are readily
avail abl e on our ADWsites, and nost people can
probably pretty easily get them

But, again, | don't want to second-
guess you. But | would |ike to discuss -- have a
di scussi on on some of these issues because we had a
nmeeting yesterday of a group of us -- which you were
supposed to be at; sorry, Craig -- to talk about how
we mar ket racing.

And | know, in that group, there were
some good ideas and sone different thoughts that
shoul d be shared with the CMC because maybe there's a
di fferent way that should be gone on this -- we
shoul d go when there's a collaborative effort of a
variety of people fromthe industry.

MR. FRAVEL: We'd be happy to do that. And
I"l'l contact your offices to try and arrange foll ow
up and give you nmuch nore detail on all those itens
that you mentioned. And | just have to say --

COW SSI ONER SHAPI RO.  Thanks.

MR. FRAVEL: -- one thing. Sone of the issues
you have brought up are itens that we have argued and

fought over anpbngst ourselves as well. So they're
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clearly legitimte sources of inquiry and di scussion
And we woul d wel come that. Thank you.

CHAIR HARRIS: The Board really doesn't have
a -- any real power over this marketing. It just
gets a report. But | think we do have an obligation
to see if it's a good program And basically there's
a big issue over if it's a programthat should be
supported legislatively for it to extend the sunset.

Ckay. We've got the discussion by the
Board and report fromstaff on the concluded race
meeting in Hollywood Park from Novenmber 3 through
Decenber 20.

MR. REAGAN: Yes. Conmi ssioners, John Reagan
CHRB staff.

This is a little bit nore than an
end- of -neet report. We do include the handle and
pari-mutuel statistics. But there is also sone
conmments and concerns indicated in the item in
reports that were forwarded to the headquarters from
the investigations group, the veterinarian stewards,
as well as, like |I say, the overall nunbers.

Just briefly, the average -- and we
| ook at the averages because the nunber of days
change fromyear to year there. The average daily

handl e was down a half a percent, alnobst; on-track
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down 4 percent; off-track, alnost 2 percent. O
course, the ADWwas up a good amount, although that's
shrinking as we get the ADW mat ured.

But, overall, those are the
pari-nmutuel statistics for the nmeet as well as
comments and concerns fromother parties. That's
what we have for you today.

CHAIR HARRI'S:  Yeah. There are numerous
concerns expressed that, | guess, were submtted by
the investigators and the veterinarian and the
st ewar ds.

Has Hol | ywood Park had an opportunity
to take a | ook at these or really evaluate what they
feel they can do, going forward?

MR. BAEDEKER: Ri ck Baedeker, Hollywood Park.

We've had an opportunity, since we
recei ved the packet; but | can tell you that -- and
would like to say | think this is a really good idea
to, after the neet, to have this CHRB staff identify
any issues that need to be fixed.

CHAIR HARRIS: | might add, just to that, too,
this was -- | nean this is where it started. But |
guess it is something we do plan to do with all the
raci ng associations. So we're not just picking on

Hol | ywood Par k.
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MR. BAEDEKER: Yeah. So | think it's a great
idea, and | think it will be productive. But this
one's the first one out of the chute, | guess; and we
didn't have a chance to | ook at any of this until a
coupl e of days ago.

And al so none of these issues were
brought to our attention during the course of the
nmeet. So we certainly would invite staff, as soon as
there is a problem to conme to us; and, you know, if
we can address it immediately, we will. | would like
to tal k about a couple of things.

One thing that is kind of troubling
here are the conments about security because,
personally, | was very proud of the work that our
security staff did in response to the requests from
the Board. And I'd just like to give you a couple of
statistics here.

On a daily basis, there were six
uni formed police officers on the backside. There
were an additional five to seven uniformed police
of ficers assigned to the surveillance team So, al
inall, there were twelve to fourteen uniforned
police officers on the backside on a daily basis.

And | know the Board had requested

that there be a higher profile presence back there.
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So | think we did acconplish that.

Al so, because we were not able to get
all of the personnel that we needed from the union
we had to go outside and get an additional five to
seven individuals, security individuals, to perform
the surveillance duties. Now, these individuals had
been trained in what to look for, froma security
st andpoi nt .

We spoke with Dr. "Bell" (phonetic)
today and his concerns about training -- | don't
speak for him he can obviously do that hinmself --
but we understand that his concerns were nore for
these individuals being trained in horse etiquette
and what to do around a horse and what not to do
around a racehorse.

So had we been aware of that, we would
have taken i mMmedi ate action. And we certainly wll,
goi ng forward.

So | think that, if you have any
guestions about the security back there during the
fall meet, |1've got "Don Barney" (phonetic) here, our

chief of security, who can answer those questions in

nore detail, if you'd like.
The other things -- | nean we've gone
t hrough each of them | don't need to bore you,
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unl ess you want me to. | can -- | can bore people on
demand, if need be.
| think I would |ike to address the

racing surfaces. W always have split opinions on

the racing surfaces. The dirt track -- there's no
guestion we had -- it seemed to be an anomaly -- we
had a hi gh nunber of injuries this fall. There's no

guestion about that. Had we been able to go out and
do sonething to that racing surface and fix it, we
certainly woul d have done it.

But we've got people, you know, that
are highly trained here. And | can tell you that,
since the end of the nmeet, we've been -- as we've
gotten any kind of break in the weather, we've been
out on the main track. And we're doing a |ot of
l evel | i ng.

And once we do get a -- we've got to
allow the trainers that are there an opportunity to
train now because, obviously, with all the wet
weat her, they haven't been able to do that. So
they're catching up on their training.

But | assure you that, before the
spring-summer neet, there will be significant
renovation and | aser-levelling of the main track

You're also aware -- it's not in
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here -- but you're also aware of the problems that we
had with the turf course. And | want to address that
in front of all the Conm ssioners.

There is a systemic problemw th the
turf course. It wasn't build for winter racing. It
was build for spring-sunmer racing. And when it's
dry -- it's a Bermuda turf course; and it perforns
very well during the spring-sumrer.

When we do have rain during the fall
it is -- it has always been very slow to dry out.

For whatever this reason -- for whatever reason, this
year there were a couple of spaces, a couple of spots
that sinmply did not dry out. And those were the
probl em spot s.

And when the jockeys expressed concern
about their safety, then we took races off of the
turf. And the tim ng of one of those decisions was
unfortunate but unavoidable. W wll conduct a nmjor
renovation of the turf course follow ng the spring-
sumrer meet.

Fortunately, the horses will not be on
the backside this year. W rotate, as | think you
know, between Santa Anita and Del Mar so that, every
ot her year, we can go back there and do the mmj or

repairs that are needed in the stable area.
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Well, the good news is, this year, the
horses will be at Santa Anita, and we wi |l be dark.
So immedi ately follow ng the conclusion of the
spring-sumer neet, we will go in, take the turf
course up, and fix the drainage problem It will be
a mgj or undertaking. And we're still studying the
engi neering aspects of it at this tine.

If there are specific other questions
about the report, I'd be happy to answer them

CHAIR HARRIS: Any questions for M. Baedeker
about the report?

COW SSI ONER SHAPI RO | don't have any
questions. And I'm glad you addressed those issues.

The nunber of breakdowns at this fal
nmeet was .53 per day -- racing day. |n other words,

hal f a horse died per day, which is just, you know,

horri bl e.

The fiasco that occurred with the turf
situation, | think, could have been handl ed better
and both fromthe managenent side but also, | think,
that our -- fromthe stewards, frankly. And | think

that it was very unfortunate
The nore macro, or larger, question is
what the future holds. Wen you | ook at your

cross-town rival here, they've invested probably
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65,000 -- $65 million on inprovenents at Santa Anita.
And it raises the issue as to what Holl ywood Park is
doing to inprove the gane.

And to date, there haven't been any
i mprovenents that are sorely needed. And | keep
hearing runors that Hollywood Park is not staying
there, they're noving, and everything el se.

And when you couple that with
declining attendance and a declining handle, which is
threatening the viability of the Southern California
raci ng, and, you know, it start -- | start saying,
"Well, what is the future? What is the comm tnent of
the Churchill Downs to inprove the facility and
pronote racing at Hol | ywood Park?"

And so |I'd just like to, you know,
pose to you, if you can give us -- if you can
enlighten us at all as to inproving the plant to
bring fans, along with inproving the track's surfaces
so we don't have these fatalities.

MR. BAEDEKER: Well, if the -- | -- 1 hope
that the answer on the racing surfaces -- | would
invite you to go back historically. This racing
surface has had a better record than the others in
California over the |ast nmany years.

And so, this fall, | readily
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acknowl edge we had an anonmaly here. W had a high
nunber of breakdowns. That had not been,
historically, the case. This has been a very safe
raci ng surface over the years.

So we're going to go in; and as |
said, we're going to make changes and hopefully fix
that and nmeke nmj or changes to the turf course.

COW SSI ONER SHAPIRO: W I I they be done
before the spring neeting?

MR. BAEDEKER: They will.

COWM SSI ONER SHAPI RO: Okay.

MR. BAEDEKER: Yeah. It could have been done
by now, had we had a break

Regarding the facility itself,
Churchill Downs has invested $20 nillion in capita
in the five years that it's owned the racetrack
Churchill is evaluating future investnments in the
I ngl ewood property. We have nade every investnent
that we've needed to make to, you know -- for the
conveni ence of the fan.

It's a major, major undertaking to
performa significant renmodel on that -- on that
60-year-ol d grandstand buil ding, including probably
dermolition of the northern one third of it. So |

cannot give you specifics on a master plan for the
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buil ding at this point.

I can give you a comritnent that | am
working on it, day in and day out, with Churchill
And before too long, we'll -- I'll be able to give
you specifics. What we've done in the past is we've
renodel | ed area by area

Again, dealing with an old building
like that, there are sonme things that cannot be done.
For instance, the renovation of the box seat area is
only possible by building a superstructure on top of
the box seats because, that concrete is so old and
degenerating, it can't be repaired. You have to go
in with an iron superstructure on top of it.

It's a huge -- it's a huge job and one
that woul d probably would require us to close the
buil ding during "ITW" So, you know, those are --
these are tough calls. But | -- as soon as |'ve got
a plan that | can share with you, 1'd be happy to do
it.

COW SSI ONER MOSS: Can | ask one question?

Ri ck, what would you say is the
percentage difference between, |ike, breakdowns
during racing and breakdowns during training?

MR. BAEDEKER: | don't know the answer to that

guestion. And | really would Iike to get those
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statistics. They are available to us; so | --

CHAIR HARRI' S:  Yeah. This -- well, it does
show here that, between training and racing. But, of
course, our breakdowns are sort of the tip of the
i ceberg 'cause you get injuries and this and that.

But what was the -- | don't know if
the -- what was this figure you quoted?

COWM SSI ONER SHAPI RO Between the period of
2001 and 2003, Santa Anita spent $45 million on
capital inprovenments. Hollywood Park rebuilt the
cl ubhouse "nmutuel line." | don't know what that
cost. But other than that, | don't show any capita
i mprovenents.

MR. BAEDEKER: Well, you have a very
i nconpl ete report. | can tell you, when we first got

there, we renodelled the entire main |ine of the

grandstand. W renodelled, at the same tinme -- this
is nowin the year, | guess, 2000, when | first got
there -- we renodelled half of the clubhouse building
or -- I'"'msorry -- level.

The next year, we renodelled the rest
of it. W' ve gone through every inch of the
bui | di ng, since Churchill has taken it over, and
renodel l ed. Now, it doesn't mean that we've built

superstructure restaurants over the box seats |ike
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Santa Anita did. [|I'mnot clainng that.

But we've gone through every inch of
the building and renpndelled it since Santa Anita's
been there.

Sone of the things you don't see, for
i nstance, are the $250,000 in inprovements we nmade to
the jockeys' quarters last year. W built a separate
jockeys' quarters for the female riders. And we were
expanded, we enlarged the jocks' roomfor the male
jocks and put in a -- including putting in a new
ki t chen.

And | don't know where you got the
report. | certainly didn't have any input into it.
But 1'd be happy to give you details on everything
that's been done by Churchill. | think you're
probably aware that we did go in and spent a mllion
dol l ars on the backside, putting in "horse past"”
(phonetic) to get rid of the problemwe had back
there with rocks com ng up from underneat h.

We al so had a beautification program
back there and renodelled the racing office this
year. And there are a nunmber of things that |
just -- 1 don't -- | have no -- I'mnot privy to the
report that you're | ooking at, Conm ssioner

So | woul d appreciate having input
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into sonething |like this, particularly before it's
brought up in a public neeting and |I'm caught
conpletely by surprise and don't have the ability to

respond in an educated way.

CHAIR HARRI'S: | think that's fair that -- |
think all of us -- all we want to do is see
Hol l ywood -- it's got the sanme problens that all the
tracks have that they're just -- it's not, you know,

going in the right direction as far as attendance and
handl e on-track
And we just need to figure sone way to

bring that back. And | think we just want to be sure
that Churchill joins us in that comm tment, which
think they do.

MR. BAEDEKER: |'d look forward -- and if this
is an invitation, | will detail everything that we've
done, not only froma capital standpoint but froma

mar keting standpoint to try to inprove business

on-track.

COW SSI ONER SHAPI RO Believe ne. |'mnot --
we're -- I"'mnot trying to blindside you or do
anything. |'mjust concerned; and | hear these

runors; and | have no clue, you know, what's
happening. |'msure you hear the sane runors that |

hear, you know, that you're nmoving to Los Al, you're
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noving to March Air Force Base.

| don't know what's true. And I'm
just trying to say, "Wat are we going to do to get
peopl e on the track and increase the popularity?”
That's my only notivation

MR. BAEDEKER: W have that goal in conmon.

CHAIR HARRIS: Okay. Let's nobve on to the
next .

DR. JENSEN: Just a point of information about
the training injuries -- what's reported include
injuries that occur at not only the host track, the
home track, but also the auxiliary track. So | don't
have the breakdown for you but --

CHAIR HARRI' S:  Yeah. | know some of us are
wondering about that. So an injury that woul d have
occurred at Hol |l ywood Park, say, in the fall neet --
woul d that just occur at Hollywod Park or is that --
did they pick up some horse breakdown at Santa Anita?
Did they pick that one up too?

DR. JENSEN: Yes. The training injuries
include the injuries that occur at the home track and
exist -- and in addition to the other --

CHAIR HARRI S: Yeah. | don't know if that
reporting's the best way to do it. Can you separate

bet ween - -
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DR. JENSEN: Well, you can separate it.

mean you can separate between auxiliary and hone

track.

CHAI R HARRI S:  Yeah.

referring to, Richard, that

But | think what |

was

mean it reports the

rate was up, although it wasn't up that nuch over

some of the previous years.

COW SSI

ONER MOSS:  Poi nt

of this is -- sorry, Chris;

MR. M CARRON: Sur e.

COW SSI

ONER MOSS: -

one second --

is that, oftentines,

you have breakdowns on tracks and it's not the

track's fault -

CHAIR HARRI' S:  Yeabh.

COW SSI

the trainer nade a m stake -- you know? --

have ran a horse at that

ONER MOSS: -- you know.

particular tine. And

they've gotten a lot of heat for it. It's -- it

doesn't make the track very attractive for

want to because of these breakdowns.

a public rel at

notoriety -- they can get

are | ooking for

doi ng very wel

ons exerci se.

But because certain trainers have a

press anytine they want

I"m making fromall

It also --

shoul dn't

peopl e who

And maybe it's

and

excuses as to perhaps why they're not

-- you know,

the track takes it

in
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t he neck, you know.

So | was just curious about where
t hese breakdowns were going on. So | just wanted to
pursue that for a mnute. And |I'mfinished. Thanks.

CHAIR HARRI S: Ckay.
MR. McCARRON: Chris McCarron, Santa Anita
Park. | wish | could get this thing to stay down.

Thank you very much, Conmmi ssion Mss,
for that introduction because that's exactly where
was going. Now, |I'mnot up here to defend Hol | ywood
Park or Rick Baedeker. He does a very good job of
that hinmsel f.

But I would like to share with you
that we hired a surveyor, to cone out to Santa Anita
Park, right after we closed our track this past
sumrer. Hol | ywood was open for training during De
Mar. And we peeled the track back. And we dropped
the grade on the straightaways.

And while we had the track peel ed
back, we shot the track in 160 different |ocations.
And it's the first tinme, according to "Steve Wod"
(phonetic), that this had been done -- a surveying of
the base -- in over 15 years. W were very pleased
to discover that the track was incredibly uniform

that we had very, very few and very m nor problens
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with the base.

So | would venture to guess and say
that, if they did the same sort of process and
research at Hol | ywood Park, they would -- they would
al so be very pleased with the results that they got.

That being said, | think Comr ssioner
Moss touched on sonmething that is very crucial to
this whol e analysis. And that is discretion. And
certainly don't want to nmake any accusations or
al | egati ons.

But one of my mmjor concerns is the
growi ng use of the shock wave-therapy machi nes. That
has a lot to do with -- | should say that potentially
has a great deal to do with the increased nunber of
breakdowns. | don't know that for a fact. | do know
that the use of the shock wave-therapy machine is
growing, is increasing. It's being used by trainers
all over the country.

And it just sort of opens the door for
nore potential indiscretion on the part of a trainer
When the Board here instituted the regulation that
stated that the certain nunber of days that a horse
cannot be entered after they' ve been treated with
shock wave therapy -- that doesn't preclude a trainer

fromattenpting to get a horse off the vet's list by
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utilizing the shock wave-therapy nachine.

There are a lot of different things
that are -- could be of grave consequence because of
t he use of this machine.

So | inplore this Board and | inplore
all of the managenments of the various racetracks in
California to keep close tabs on the use of the
machi ne and make sure that we get the right
regul ations in place so that this type of -- this
type of treatnent doesn't run ranpant because it only
will serve to further the increase in these nunbers.

CHAIR HARRI'S:  Yeah. | think we need to
really put that on an agenda for a future neeting or
at least in a Medication Comittee and | ook at.
was under the inpression it wasn't that w despread.
But let's take a | ook at that.

But anything else on the Holl ywood
Park neeting?

(No audi bl e response.)

CHAIR HARRIS: | think, mainly, you know, we
don't want to keep fighting the last war. Let's
fight the next one and just see sonme of these things,
that we can inprove, inproved upon

MR, FRAVEL: Craig Fravel, Del Mar

Thor oughbred Cl ub
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Two itenms: One is, | think, in past
years, we have sat down before each of our race neets
with the stewards for that neet, as well as CHRB
staff, and reviewed a nunber of the issues that |
think are included in that report | read through
related to Hol | ywood Park.

We found that enormously hel pful, both
in dealing with issues that had cone up -- you know,
when you're not running constantly, sometines an
i ncident occurs at another racetrack and you don't
pay quite as close attention to it. And,
fortunately, the stewards often have views on things
because they were at those tracks.

I think that would be a good standard
of practice for every association to sit down. And
it doesn't take a lot of time, you know. W spend
two hours, 10 days or a nonth before the neet, with
the official veterinarians; with the nedical, equine
nmedi cal director; the staff; the executive director.

And it has elimnated a | ot of
concerns and issues on our part just by virtue of
havi ng done it ahead of tine, rather than waiting
until a week or two into the meet.

And the second thing is related to the

statistical database on breakdowns. And | got a
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chance to see some of that information. | think it
woul d be good for to us sit down with the staff and
Dr. Jensen and review that data, not the data

itself -- 1 nmean, ultimately, I'd like to reviewthe
data itself -- but | do think we owe it to ourselves
to do a nore conprehensive job on anal yzing that

i nformati on and conpiling it.

| nean, for exanple, for M. Mss's
suggestion -- | mean how many of those horses that
broke down or were hauled off were clainng versus
al | omance versus stakes horses? | nean how many were
on the turf? How many were on the dirt? How many
horses broke down in the norning versus the
afternoon? You know, as a percentage of your
recorded workouts, what's the percentage?

I mean we have a | ot nore horses on
our racetracks than other tracks. | just think we
could do a heck-of-a-1ot better job conpiling the
i nformati on and keeping it and prevent it being used
i n uninformed fashions by working together to get a
little bit better database, you know, naybe even
including that in "CHRI M5" sonehow so that we can
have it available to us to | ook at and understand and
try to elimnate the causes of a |ot of these things.

Until we get there, there's
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tremendous data that's part of the postnortem program
that Davis has, and | think we can -- we owe it
ourselves to work on that and nake it better

CHAIR HARRI S: Yeah. W have a | ot of
capabilities with all these necropsies. And | agree.
We need to use it, utilize it better

COW SSI ONER MOSS:  We al so shoul d just take a
m nute to encourage, perhaps, the turf journalists,
who are, you know, reporting, you know, sone of these
catastrophes on behalf of certain trainers to talk to
other trainers that are also training on that track
and get their views because it doesn't have to be a
bi g bl ack picture, so to speak. You know?

And | think it was very damaging in a

| ot of ways, that certain trainers experience these
problenms; and it nade it | ook as if everybody was

havi ng those problems, when that wasn't the case.

EXECUTI VE DI RECTOR FERM N: | would just like
to endorse exactly what Craig said. | think that
the -- as a steward at Del Mar in the past, those

neeti ngs have been very valuable. And | would
endorse that we have all of the racing associations
have simlar neetings.

In fact, Santa Anita did have that

this year. And | think that it really snooths out a
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| ot of things before they m ght happen.

CHAIR HARRI'S: So comrunication's the key.
And it seens, like a lot of times, things do slip
t hrough the cracks.

Okay. 1'mgoing to turn the neeting

over to Conmmi ssioner Bianco 'cause | have to |eave.

VI CE- CHAI R BI ANCO:  Okay, John.

COVMM SSI ONER MOSS:  Oh, | got to go too.

VI CE- CHAI R Bl ANCO  Okay.

COW SSI ONER MORETTI : Bye- bye.

VI CE- CHAIR BI ANCO W're | osing everybody.

COW SSI ONER SHAPI RO We don't have a quorum
We don't have a quorum

CHAIR HARRIS: You don't have any nore action

itens.

VI CE- CHAI R BI ANCO:  No.

COWM SSI ONER SHAPI RO W have to adjourn,
don't we?

VI CE-CHAIR BI ANCO:  Well, | think we can
adjourn this neeting. And thank -- thanks --

CHAIR HARRI'S:  You don't have to adjourn if
you don't have a quorum You just can't pass any
action itemns.

COW SSI ONER MORETTI: We don't have any

action itens so --
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VI CE-CHAIR BI ANCO.  Well, there's no nore
action itens on here.

CHAIR HARRIS: Well, you've got sone
di scussion itens.

COWM SSI ONER MORETTI @ Yeah.

VI CE- CHAIR BIANCO Oh. Just got the reports
on the jockeys.

MR. REAGAN: | think the next itemis 15.

VI CE- CHAI R BI ANCO. Oh, Pacific Racing
Associ ation?

MR. REAGAN: This is the end-of-neet report
for the recently concluded --

VI CE-CHAIR BIANCO.  Yes. [|'msorry, John.

MR, REAGAN. Ckay. Yeah. Included in the
package, Conmi ssioners, is the standard end- of - neet
report. W have the five-year spread, also the
summary for Pacific, the Pacific neet.

The average daily total handle, up

1.76. However, the on-track and off-track were
down -- 6 and change; also 7 and change. The
exported handl e and ADW handl es, of course, up; so
the total was, just like |I say, just 1.7. So that
is -- those are the nunbers for the Pacific neet.
And that's what we have for you today.

VI CE-CHAIR BIANCO Do | have any --
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COWM SSI ONER MORETTI :

Any questions?

CHAIR HARRIS: -- any questions from

Commi ssi oner s?

John.

guess.

COW SSI ONER MORETTI :

Not hi ng.

VI CE- CHAI R BI ANCO. We approve your report,

MR. REAGAN:. Thank you, sir

VI CE-CHAIR BIANCO. Go to new business,

COVM SSI ONER MORETTI @ No.

committee report.

go.

al nost cut you off too.

VI CE- CHAI R Bl ANCO.  Huh?

COWM SSI ONER MORETTI :

VI CE- CHAI R Bl ANCO:

Actually we have a

Let me get it.

Nunmber 16. There we

Richard, |'m sorry.

Committee report on the Ad

Hoc Committee on the Jockeys Guil d.

COW SSI ONER SHAPI RO: W submitted -- the Ad

Hoc Committee -- we, on behalf of the Ad Hoc -- Ad

Hoc Commi ttee,

Guild requesting information

letter

a letter was submitted to the Jockey

W' ve received a

back fromthem W -- it was a pretty

exhaustive list of information that we asked for

right

now.

They're in the mddle of sone audits

They' re overwhel ned.

We have a foll ow up
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nmeeting with Barry Broad that will be next week in
Sacranento. We're going to neet with themand try to
coordinate getting all the informati on that we need.
So there's really nothing else to report right now
bl ank.

VI CE-CHAIR BIANCO |Is there any conment?

MR. BROAD: Barry Broad on behal f of the
Jockeys CGuil d.

Let me just say |'ve had numerous
conversations with Conm ssioner Shapiro. W' ve spent
quite a few hours on the tel ephone discussing this
and a whol e range of issues in the horse racing
i ndustry. And | just want to say a couple of basic
poi nts.

The Horse Raci ng Board has statutory
authority to regulate the California health insurance
plan that's in the Business and Professions Code.
There's an annual audit that's required in the
statute. And the Board is entitled to all the books
and papers that are relevant to ensuring that that
pl an does what the statute requires.

At the same tinme, | just want to nake
it very clear that the Horse Raci ng Board does not
regul ate the internal affairs of |abor unions in the

| arger sense. |Its jurisdictionis very linted. And
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so we need to sit down and scope what's rel evant and
what's not rel evant.

The United States Departnent of Labor
regul ates | abor unions. That's their job. The
United States Departnment of Labor regul ates "ERI SSA"
(phonetic) self-funded health and wel fare pl ans,
which is essentially what this is.

Ri ght now, as Commi ssi oner Shapiro
mentioned, there are three audits occurring --
statutory audits going forward -- one for California,
one for Delaware, and one for Massachusetts.

In addition, the United States
Department of Labor currently -- | think today -- is
begi nning their normal audit process of the plan as
an "ERI SSA" plan, as | understand it. So there are
four simultaneous audits going on of the sane health
pl an.

So and the Guild just went through a
process, in the last few nonths of |ast year, with
M. Reagan supplying all kinds of information rel ated
tothis. So we want to nake it clear that we're
absol utely going to cooperate with whatever there is
that we want to do.

And, frankly, |'ve suggested to the

Quild - and they're fine in this -- at sone point, to
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be quite frank about this, the Guild is nowin a,
like, "Wien did you | ast beat your wife?" npode with
all this.

So the Guild supplies an audited
report to the State. And sonebody goes to the
i ndustry press and says, "The auditor isn't a rea
auditor."

So ny suggestion is that the -- that
ultimately, maybe the best solution to this, instead
of asking the Guild to send 10 years of health
i nsurance clainms to the Board in Sacramento, that the
Board sinmply hire its own independent auditor and
send that auditor to the Guild' s offices to spend
whatever tinme they want to do going through the
records related to the health insurance to ensure
that the plan is being run appropriately.

Let me make anot her couple of basic
points. In all these sort of amprphous all egations,
there are -- there are things that are -- that are
basically issues that are related to a dispute, an
ongoi ng dispute, that the -- that the -- that the
tracks have nationally with the Guild over the
purchase of their nmedia rights and what that noney is
used for.

That's a private contractual matter,

169



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

and that's a | abor dispute. And as M. Shapiro and
have tal ked about, that is not the business of this
Board to intervene in that dispute. And that --
there is no agreenent in place. It has |apsed.

The Quild has one position. The
tracks have another. Sonmeday, it's going to get
sorted out somewhere, but it's not a part of this
di sput e.

Sonme of these allegations, as | read
themin the industry press, tend to confuse various
things. They say, "A catastrophic health insurance
pl an that was cancelled that affects jockeys in
states that don't have workers' conp got cancell ed
and sonehow it's related to the California health
i nsurance noney."

That's raising all kinds of issues.
And you need to satisfy that -- yoursel ves that
that's not true. But it's ny sense that it's created
a sense of confusion out there about what is and what
isn't happening.

Pointedly, | worked on this
| egislation originally. Over the last 10 years,
periodi cally, someone has said, "Aha. This noney is
not being used for California jockeys. |It's being

used for jockeys in other states. There's sonething
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wrong with it."

It's happened in this admnistration
of the Guild and in the prior administration of the
GQuild. It's never turned out to be true. |It's
turned out not to be true. And | have every reason
to believe there's nothing to it now

No one has said -- and | woul d be
greatly disturbed if there were jockeys running
around saying, "I want to the doctor, and ny bill
didn't get paid."

"I went to the hospital, and ny
surgery didn't get paid. And now there's a lien on
nmy house.”

That is not what's all eged anywhere,
that | can understand. So people's health insurance
is being -- is being paid now. That doesn't nean
that you should not satisfy that -- yourselves that
this money is being spent appropriately.

| saw one thing in one of the industry
news suggesting that clains in Delaware and clains in
California were being paid, you know, once by -- the
same claimwas being paid twice. That would clearly
be wrong, probably illegal, perhaps a crimnal issue.
You should definitely satisfy yourself that that's

not true.
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However, there is an appropriate |eve
of your jurisdiction and an inappropriate level. And
that's what we need to sit down and straighten out.
And we have every intention of doing that.

But | want to be clear -- and
represent numerous unions here.

And if the Service Enpl oyees
I nternational Union or the Teamsters that have
jurisdictions at the track, that have people licensed
to work at tracks were to receive a letter fromthis
Board that said, "Could you please send us every W2
of every enployee that works for you or all the

travel claims for your union," that you would receive
a letter back fromthem saying "No. You have no
jurisdiction to ask for that. Those are natters
between us and the United States Departnment of Labor
that regulates the internal affairs of unions and so
forth or between the union and its own nmenbers, not--
not a State agency in California."

So | just want to -- | just want to
make it clear that there is a larger principle at
stake here that we have to al so vigorously protect.
And but | think that, when we're done -- all said --

all is said and done, you will get everything that

you need. You can hire an auditor and send that
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audi tor.

And the only thing | would ask is
that, when you -- if and when you reach the
conclusion that there is no substance to these
all egations, that this Board commit to publicly
stating that the allegations are groundl ess or that
there is nothing out of order.

I think the Guild has taken enough
hits, publicly, over this; that the regulators owe it
that courtesy, if that's what occurs. So thank you

VICE-CHAIR BIANCO | don't think we're trying
to, you know, get into the internal workings of, you
know, the Guild. But | think, you know -- do you
have any estimate on a tinme |line of these audits --
you know, is it three nonths? four nmonths? -- that
you' re going through so we can get the infornmation
that Richard is asking for?

MR. BROAD: Well, sone of these audits are
conpl eted, but what you guys are asking for is not
audits. | don't know how long -- the US Depart nent
of Labor. The other three things are, |ike, regular
I think, six nmonths' audits that occur that get
turned over to the Board --

VI CE- CHAI R Bl ANCO:  Uh- huh

MR. BROAD: -- or the various conm ssions and
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have regul arly been turned over all these years.
Ri ght, John? |Is that essentially what
occurs?

MR. REAGAN: Right.

MR. BROAD. The -- you're asking -- for
exanple, | believe that you asked for all the health
i nsurance cl ai ms thenmsel ves, in other words, the
clainms history of every claimgoing back
essentially, to the inception of this plan.

That's vol um nous docunents. And you

asked for themto be produced, along with all this

other information, by, | believe, tonorrow. | think
what we need to do is talk about -- and what |
intend -- who | intend to have at that nmeeting is the

chief financial officer of the Guild, whose -- who
deals with all this stuff and basically work out,
"Hey, here's what it needs to produce these
docunents. "

To some extent, it maybe makes sense,
for exanple, like | was saying, for you to hire an
auditor and |l et your own auditor go through health
i nsurance clainms. |f you want to go through
t housands of health insurance clainms, that's fine.
But maybe that's the nore sensible way to do it.

There's al so, obviously, an issue of
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the Guild -- if it's auditing for three states and
it's auditing for the US Department of Labor, you're
ultimately spending health insurance dollars, if
we're doing audit on top of audit on top of audit of
the sane thing.

So we also need to figure out what
informati on the Board already has in its
possession -- based on the normal relationship that
the Board has had over the last 10 years as this
thing -- this -- this |l aw has been in place -- and
what you need. And is there a sanple that you need
of certain things? |Is there -- in other words, we
need to really scope it out.

My sense is that, you know, we try to
supply information on a kind of a tinme line, |ike,
"Here's what comes up in two weeks. Here's what
we'll supply in three weeks. Here's what's realistic
in, you know, a nonth" and get it to you.

If you receive a big thing with 5,000
pages of health insurance records, you're going to
al so have to be thinking about how your staff -- what
staff resources you have to review that --

COW SSI ONER SHAPI RO Conmi ssi oner Bi anco - -
MR. BROAD: -- and what it nmeans. | nean it

has to nean sonething so --
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COW SSI ONER SHAPI RO: -- Conmi ssi oner Bi anco?

VI CE- CHAI R BI ANCO:  Yes.

COW SSI ONER SHAPI RO.  We have set up a
nmeeti ng wherein John Reagan, Ms. Fermin, M. Knight,
and nyself will be neeting with M. Broad and, |
guess, the C.F.O of the Guild to try and come up
with an orderly manner to get all this information as
qui ckly as we can.

It's -- it was not the purpose to try
and deluge -- deluge the Guild and subnmerse theminto
a bunch of paperwork.

But in speaking with M. Reagan
yesterday, the type of audit that has been done, |
think, has been linited; and it hasn't really gotten
down underneath to see exactly who's made what clains
and were they pursuant to what the intent of the
heal th and welfare plan was?

And so we | ook forward to sitting down
and working cooperatively with the Guild to get the
answers. And as |'ve said to M. Broad, many tines
now, that, if we find everything is in order, we'l
take-out a nice big -- put out a nice big press
rel ease that says, "The GQuild is great group of guys.
And go, Guild." So we have no problemwth it.

But we obvi ously have concerns. And
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thi nk our concern goes just beyond -- does go beyond
the accounting; that we need to nmake sure that the
Guild is operating in a professional manner as the
guardi an of these funds.

And so | think that both M. Broad and
| are on the same wavel ength there. W seemto have
a neeting of the minds, although we can agree to have
some differences. But we'll work through those.

VI CE- CHAI R BI ANCO:  Very good.
No further questions.
MR. BROAD: Thank you very much
MR, COUTO  Again, Drew Couto, Thoroughbred
Owners of California.

I, too, have had the opportunity to
have several conversations with Barry. And 1'd |ike
to think that those have been very friendly and
productive. There are a couple of points that
M. Broad raises that I'mnot sure are that clear

One, if we go back to the Decenber
nmeeting, when this issue first came up and M. Fiss
was here, TOC made the request that the Board request
t he docunents because the statute specified the Board
is the proper entity to request those.

M. Fiss then volunteered -- and it's

reflected in the nminutes on Page 30; and it's also
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reflected in the transcript on Page 186, | believe it
is -- that M. Fiss volunteered to provide al
docunents requested by TOC to -- to clarify the
current dispute. And that's in the testinony, and
it's in the mnutes.

We did send out a letter

The letter was met with a letter back
fromcounsel for the Guild indicating that they would
not comply, that the Board was the appropriate venue
despite the representation that M. Fiss nade to the
Board and to TOC

I would defer to M. Broad with regard
to issues of what is or what is not a "union."” But
I'd -- it's my understanding -- and Barry can
probably clarify this -- that the Guild is actually
not a union and that the National Labor Rel ations
Board does not exercise jurisdiction over the racing
i ndustry and therefore doesn't take jurisdiction over
the Guild.

So the Guild, while in sonme sense
operating as a union, is not, in fact, a union.

And what we are tal king about here is
not dues noney. W' re not talking about the use of
dues noney. And | think M. Broad accurately says,

if this Racing Board were to ask one of the other
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unions in our industry how they are using dues noney
and i nformati on on each individual, they would
properly have a right of privacy.

However, what we're tal king about here
is money allocated for the health and wel fare of
riders, which is basically public noney com ng by
virtue of a statute. Again, that statute is
19612. 19.

Some of the riders -- who are friends
of ours, just for many years having been here, and
col | eagues -- have raised these questions. And
TOC -- and | think M. Broad knows this -- is not out
on a hunt to discredit, in any way, the Guild.

But our coll eagues, our friends, our
nei ghbors who ride here have asked for nore
clarification. And | think we're going to get there.
It's a painful process. But right now, | would |ike
to keep the facts straight.

The Guild will only produce these
records, not to TOC, but the Board. And |I'm not
certain that they are, in fact, a "union," as
procl ai ned.

And, again, | would defer to M. Broad
on that issue. Thank you.

VI CE- CHAI R BI ANCO:  Thank you
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Any ot her questions on the nmatter or
conment s?
(No audi bl e response.)
VI CE- CHAI R BI ANCO Okay. Let's go to the
next item Any type of general business?
communi cations? reports?
(No audi bl e response.)
| guess okay there. | don't knowif
there's -- any old business?
(No audi bl e response.)
VI CE-CHAIR BI ANCO  Well, | think that we can
safely say that we can conclude the neeting. Thank
you.

(Proceedi ngs concluded at 12:59 P.M)
--000- -
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	ARCADIA, CALIFORNIA; THURSDAY, JANUARY 20, 2005
	 9:05 A.M. 
	CHAIR HARRIS: Before opening the meeting of the CHRB at the Arcadia City Hall, what we're going to do is now adjourn into executive session. And we will be back here in probably about 25 minutes to get the regular agenda started, try to move it along. 
	Could we clear this room? 'Cause we have to do the executive session in this room. Okay. Thank you. 
	(Executive Session: 9:07 -9:35 A.M.) 
	EXECUTIVE DIRECTOR FERMIN: Ladies and gentlemen, I'd like to ask that the meeting come to order. This is a regular meeting of the California Horse Racing Board on Thursday, January 20 --excuse me --2005, at the Arcadia City Hall Council Chambers at 240 West Huntington Drive in Arcadia, California. 
	Present at today's meeting, we have Chairman John Harris, Vice-Chairman William Bianco, Commissioner Sheryl Granzella, Commissioner Marie Moretti, Commissioner Jerry Moss, and Commissioner Richard Shapiro.
	 Before we go on to the business of the meeting, I'd like to ask everyone to please state 
	 Before we go on to the business of the meeting, I'd like to ask everyone to please state 
	your name and organization clearly for our court reporter before any business and, if you have a business card, please give that to the person prior to your speaking. 

	Mr. Chairman? 
	CHAIR HARRIS: I'd like to also welcome everybody. And I'd particularly like to welcome our new Executive Director Ingrid Fermin, who has really been on the job just for a few weeks and has really been able to hit the ground running and brings a great resume and a lot of experience to the job and I think's going to be an excellent executive director for the Racing Board. And I'm sure that all of you will enjoy working with her. 
	Our first item is the minutes of the December 2 meeting. Any changes to those? (No audible response.) COMMISSIONER MORETTI: I would move we adopt those minutes. CHAIR HARRIS: Okay. It's been moved to 
	adopt. Any second? 
	VICE-CHAIR BIANCO:  Second. 
	CHAIR HARRIS: All in favor? 
	COMMISSIONERS' VOICES: Aye. 
	CHAIR HARRIS: Those are adopted. 
	Okay. Keep in mind, too, I guess all of you get the packages, but you can also get the package on our website that has both the transcript and the minutes. If there's anything in the minutes that you have concerns about or feel it didn't state what happened very well, be sure to let us know, you know, in advance of the meeting. 
	Okay. Next, we have a discussion and action on the proposed policy recommendations of the NTRA Players Panel. 
	MR. REAGAN:  Commissioners, John Reagan, CHRB staff. 
	As you can see in the package, we've included the report from the Players Panel. And the information, the suggestions, the recommendations in that package are extensive. Certainly nothing we can take on today. 
	So we recommend that we work with the various committees at the Board and decide which committees -- probably the Pari-Mutuel will take on quite a few of these --but review those and decide at what meetings and what time we can then get into these subjects, which are, like I say, far reaching and discuss them at the proper level and depth. 
	But that's our recommendation today. 
	CHAIR HARRIS: Yeah. I agree it's going to take some time to really get into these. But I do want to commend the Panel for a great job of putting all the things together, most of which I agree with. 
	And I think a lot of work went into this, and this is the sort of thing we need to really pursue. I don't want to see this get, you know, swept under the rug and not acted on. 
	I think we can't do that much today, but we want to decide, in the near future, what things we can easily do and what things are going to require rule changes or what things we maybe wouldn't want to do. 
	But I think "Jim Quinn," (phonetic) from the Panel, is here. And he had asked if he could make a few remarks of generally what the scope of the study was. 
	MR. "QUINN": Jim Quinn. I'm an NTRA Players representative. And I'm here at the invitation of "Rob Charles" (phonetic), the executive director of Magna Entertainment Corporation. And the remarks I'm making really are not personal remarks.  They represent the work of the NTRA Players Panel. 
	The Panel was formed in the aftermath of the 2002 Pick 6 scandal. And the idea was to 
	The Panel was formed in the aftermath of the 2002 Pick 6 scandal. And the idea was to 
	recommend to the NTRA and to the broader industry, any irregularities in the pari-mutuel wagering systems across the country and recommendations for reform.

	 We looked at a lot of areas. We looked at the late mergers of the pools, the integrity of the pools and the late mergers. A lot of information, a lot of data was coming in after the horses had left the starting gates. And odds were dropping after the horses left the starting gates. And this was the most serious problem that we encountered among the players in the country. 
	We looked at take-out flexibility.  We looked at the integrity of the entries, late scratches. We looked at the transfer of wagers to favorites in Pick 3 and Pick 4 and Pick N wagering and the use of alternates in Pick 6 wagering; Pick 3, Pick 4 wagering. 
	As we said, we had 66 recommendations. A subset of them --approximately a dozen to 18 -had regulatory implications. And I wanted to talk about one or two today and just get an update, if I could, from the Board or from the tote companies because this involves the processing of the wagering data and the transmission of data from the hubs to 
	-

	the host tracks and the posting of the data for public. 
	And if I could, I'd liked to read the recommendations our Panel made on the integrity of the pools and the late mergers of the simulcast pools from the guest tracks to the --the guest sites to the host tracks. 
	And there are 6 of them.  There are a half dozen of them. And if I could, I'd just like to read them and then ask for an update on maybe what's been done in California by the tote companies. 
	The first is that final two data-processing cycles should be "10 to 15 cycles" instead of the standard 30-to-45-second cycles. 
	The second is that we would "forcecycle" the win pool every 10 seconds following the off time so that the public would, at least, be advised, 10 seconds after the start of the race, what the exact odds were. And this should be done for every 10 seconds following the start of the race up till about 30 seconds after the starts of the races. 
	-

	The third was we should eliminate the cancellation times at all host and guest sites. 
	The fourth was to transmit the win data and the exacta pool data to the host prior to 
	The fourth was to transmit the win data and the exacta pool data to the host prior to 
	the aggregated pools. One of the problems were that the tote companies were waiting till all the pari-mutuel pools were aggregated at the hubs before transmitting the data to the host tracks. 

	And, in preference to that, we'd like to see the win data and the exacta data transferred --transferred, first, so that the public would, at least, be updated on the final win odds and the exacta probables in preference to the other pools. 
	Another was to post the odds changes to the simulcast networks either prior to posting it to the tote boards or at least simultaneously with posting it on the tote board --the tote boards. Approximately 80, 85 percent of the handle now occurs at the simulcast sites. 
	And a lot of the bettors are complaining that they're not getting updated odds simultaneously to the public on-track. 
	And, finally, no late mergers should occur more than 30 seconds following --following the off-times.  There have been a number of instances where pools have been merged 45 seconds after the off-times and, in some cases, even after the races -races have been completed. 
	-

	At the International Simulcasting Conference in September of 2003 in San Francisco, I shared the dais with all the tote companies. And each of the tote companies was on record that each one of these changes was feasible and might be implementable within a period of three to six months. 
	And so far, a lot of this has not happened. I'd just like to get an update from either the Board or the tote companies as to where we are and what we can expect on these changes maybe in the near future. 
	John? 
	CHAIR HARRIS: Thank you. 
	I think this would be a good one just to have a short discussion on this aspect 'cause this is kind of the heart of the report, as far as things we could do fairly easily, hopefully. But do we have anyone here from the tote company to explain where they are on some of these recommendations? 
	MR. "QUINN": The background of this is that odds have been dropping, sometimes precipitously, after the horses have left the starting gates.  And it creates a perception of past-posting --that a lot of bettors are betting after the off-times. 
	Our Panel looked into this 
	extensively. 
	extensively. 
	extensively. 
	And we found no evidence of past-

	posting. 
	posting. 

	TR
	But there are a number of players in 


	the country that are using computer models of the handicapping process, and they're able to make large bets and a large number of bets in the final seconds leading up to the off-times and even following the off-times. 
	And reducing the data-processing cycles from 30 to 45 seconds to 10 to 15 seconds would at least ameliorate this problem. And "forcecycling" the win pool every 10 seconds after the off-times would at least advise the public of what 95 to --95 percent of the pool --what the final odds are. 
	-

	And, if we could eliminate the cancellation times, that would eliminate the ability of large bettors to come in, in the 4 to 6 to 8 seconds following the off-times, to make large wagers that would affect the odds and drop the odds on a number of horses. 
	Dave?
	 MR. PAYTON: I'm Dave Payton with Scientific Games Racing. I did spend some time with Jim and Ron to kind of talk about this issue and kind of, you 
	 MR. PAYTON: I'm Dave Payton with Scientific Games Racing. I did spend some time with Jim and Ron to kind of talk about this issue and kind of, you 
	know, just to help give everybody a little bit of insight as to what's been going on over the last few years. 

	It really started a little bit before the Breeders' Cup Pick 6 scandal.  The "TRA 20-20" (phonetic) Committee has been looking into these issues for a long time --the issue of displays updating late and whatnot and changing after the horses have finished and whatnot have been issues that everybody's tried to look at. 
	So there's been a laundry list of items that we have tried to address. 
	The first thing that they tried to do was to just see if the tote companies could increase the cycle times. Typically, it's always been a 60-second cycle that the totes updated to do everything it has to with reports and displays. 
	And it --we thought that, if we could just speed up that process, then we'd be able to get to a point where the displays would get updated faster and the whole system would, hopefully, operate faster. 
	Unfortunately, trying to reduce that 60 seconds to some number less didn't prove --it proved that the system was running out of time to do 
	Unfortunately, trying to reduce that 60 seconds to some number less didn't prove --it proved that the system was running out of time to do 
	everything it needs to do. 

	So Scientific Games was able to reduce their cycle time to 45 seconds. That's what's been implemented in California and many other sites around the country. Some of the other companies were able to get down to 30 seconds. Our system --I don't think that they were able to get any lower than that.
	 So when we realized that, we realized that we were still always going to be at a 30-second window for changes to display information. So the next step was look at, "Well, what can we do to update displays differently?" 
	So one of the tote companies suggested that "Why not, after the pools have closed and pool information has started to be retrieved, why not take advantage of updated win odds, exacta information, and post that, as you can, so that you can try to keep those odds from changing dramatically, you know, a good number of minutes or seconds after the race?"
	 So what we introduced was something called the "Fast-Final Display," which is a --what happens now is, at stop-betting, we request all finals to start coming in and with --after 15 seconds, whatever information's been received by the tote company, we go ahead and post --do a display 
	update so the odds will be updated at that 15-second interval. 
	If there are still pools that are coming in, then they'll be updated in the next 15 seconds and so on, until all the pools are final. 
	Now, what happens was it turns out that the 15 seconds was kind of a starting point that the "TRA 20-20" asked us to implement.  Talking to Jim and Ron, we've looked into going down to a 10second update so that the update will be quicker. 
	-

	We've looked at the time that it takes to get win pool information. And on our "Fast Systems," we now can --we've, you know, been able to get to in between 5 and 10 seconds. We can typically get most of the final win pools --the single pools -- "single-leg pools" in place so that we could update. 
	So we think that, on a 10-second basis, we might be able to be able to show the information as --more accurately. You might have another --after another 10 seconds, if all the pools aren't final, you'll have another update. So it will keep doing the update, now, to get odds updated quicker to whatever the final will be. 
	So that's been something that we've 
	So that's been something that we've 
	implemented. We have it at 15 seconds in the tote system now here in California. And we'll go ahead and look into the 10-second update. 

	The -
	-

	CHAIR HARRIS: Is that normally clear though --if that's just Scientific Games, which I guess is AutoTote, do other tote companies --'cause it's only as strong as -
	-

	MR. PAYTON: The other tote companies have agreed to that as well. Actually United Tote has implemented the same feature on all their systems. 
	AmTote does their displays a little bit different. They say that they don't do that type of an update, but they do an update that then can get their final odds within 10 to 15 seconds as well. 
	So all the tote companies have done something to address that issue.
	 MR. "QUINN": And that 10-second update following the off-times, David --what percentage of the pools do you think that reflects? 
	MR. PAYTON: Right now, we're thinking that it's probably about 90 percent of the --90 percent of the win pools will be in place within that first 10-second period. 
	CHAIR HARRIS: How much would be between, 
	CHAIR HARRIS: How much would be between, 
	basically, the time the gate opens and 10 seconds they're in place? Is that significant amount of money coming in? 

	MR. PAYTON: It will be if, dependent upon, obviously, the site --obviously, always at that last minute, you're getting a significant amount of wagering at all pools. So that's going to be --that first rush is going to be probably the biggest jolt. 
	There are --the two issues that still are out there that Jim mentioned was the "closecancel delay" and "double-hops." 
	-

	"Close-cancel delay" is a feature that's in the system that allows a teller some number of seconds to be able to cancel a bet if a patron walks away or whatever. It's a feature that's in the system that can be turned off. It's been turned off in a number of jurisdictions. 
	But, whatever, that close-cancel delay is going to delay that 10 seconds. That instantly makes it 14 seconds, with that 4-second delay that we've got. 
	Secondly is the "double-hop" issue. Both of these are things that the "TRA 20-20" Committee has looked into as well. And the "doublehop" issue is where we have multiple systems in a 
	Secondly is the "double-hop" issue. Both of these are things that the "TRA 20-20" Committee has looked into as well. And the "doublehop" issue is where we have multiple systems in a 
	-

	state where pool information has to be consolidated in one place before it can be sent out to another state or vice versa.

	 It looks like, right now, there's only three places that still do double-hop.  California, unfortunately, is one of them. Florida and Arizona, I think, are the other two.
	 We've looked into ways where --it's Scientific Games's responsibility to show the tracks that we can put together a system that could eliminate the double-hop requirement.  And, you know, we're aggressively working on that, trying to put that proposal together for them as well. 
	So those are things that the 20-20 Committee has looked into and things that the tote company --and the "double-hops," we can address. The "close-cancel delay" is something that kind of is beyond us. 
	MR. "QUINN": Yeah. In the absence of the National Office of Wagering Security, which was the Number 1 recommendation that came out of the Wagering and Technology working group following the Pick 6 scandal --that office, ostensibly, was supposed to be staffed and operating in 2004. And it was supposed to develop protocols and standards that all 
	the tote companies and all of the local tracks and their simulcast sites would agree to. 
	That national office is still on the agenda, but it hasn't been staffed. It has not been operating. 
	And in the absence of that national office, it's increasingly important that the tote companies be pressed to meet with these Panel recommendations so that these late mergers of pools and the subsequent drops in odds, following the off-times, can, if not eliminated, at least can be minimized. 
	The other thing I'd like to talk about here that I think's important --and I'd like to press the Board for action on this as quickly as possible --in Pick 3 and Pick 4 wagering, the rules and regulations need to be revised. It's patently unfair to the bettors. 
	What happens now, in instances of late scratches --the bettors' money is arbitrarily taken from horses they have wagered on and placed on the favorites when, in many instances, they're playing against the favorites. 
	Our recommendations --and these have been implemented in New York; and they've been 
	Our recommendations --and these have been implemented in New York; and they've been 
	implemented by Churchill Downs and by other tracks in the country but not in California --I'd like to read a few of the recommendations: 

	Following late scratches in Leg 1 -this is a Pick 3 or Pick 4 wagering --refund money for all the declared combinations.  So this would be a refund to the bettors if their horses are scratched late out of Leg 1 in Pick 3 and Pick 4 wagering. 
	-

	Following late scratches in the middle and final legs, provide consolation payoffs that combine the scratch horses and the winners in the other legs, similar to consolations that are provided in daily-double wagering. 
	Where one part of an entry is a late scratch, the other half competes as a nonwagering interest for purse money only. And the bettors receive refunds and consolations in accord with the above situations.
	 And then, Number 4, require alternates on bet cards for Pick 3 and Pick 4 wagering. And, of course, this would extend to Pick 6 wagering also. 
	And I'd like to hear David comment on where the tote companies stand on providing alternates in Pick 6 wagering and in Pick 3 and Pick 4 wagering. 
	But I also would like to press the Board for action on revision of rules and regulations for Pick 3 and Pick 4 wagering so that there would be refunds for late scratches in Leg 1 and consolation payoffs for late scratches in Leg 2 and 3. 
	MR. REAGAN: Commissioners, John Reagan, CHRB staff. 
	As I indicated earlier, these are kind of complex issues. And I'm really not prepared to get into 'em today. I would much prefer to take care of them in a Pari-Mutuel meeting where we can all get together and have time to get a handle on these things before we start a discussion. 
	CHAIR HARRIS: Yeah. I think that's what we need to do. I just wanted to get some of this on the table so the Commissioners were familiar with some of the issues. And I don't know if any Commissioners would like to comment on this -
	-

	COMMISSIONER SHAPIRO: Yeah. I would like to comment, in that I very much embrace what you're suggesting. And I think that we should be looking -I don't think it's fair that people are moved on to a favorite in a extended wager. 
	-

	And I have asked staff. And staff is looking into --looking at how New York is handling 
	And I have asked staff. And staff is looking into --looking at how New York is handling 
	it, in terms of either declaring a particular race as a "No Contest," if it's part of a late wager when a race is either moved to a different surface or having alternate picks when there's a scratch. 

	I think it's patently unfair. And I would like to see --and I think Mr. Reagan is going to pursue this vigorously to try to adopt these. 
	MR. "QUINN": Yeah. I'm pleased to hear that because the Pick 4, for example, has become probably the most popular bet at the racetrack and involves picking a combination of horses in each of four consecutive races. 
	And these are large wagers for a number of your regular customers. And, for example, if you can see a $200 Pick 4 ticket in which you have one horse in a particular race and that horse is scratched and that money is arbitrarily taken from that horse's number and placed on the favorite -that's blatantly unfair to the bettor. 
	-

	And the bettors are losing literally thousands and thousands of dollars on these kinds of wagers. And it creates --it creates a perception of larceny. And it creates a lot of anger and a lot of discontent. 
	COMMISSIONER SHAPIRO: Item Number 7 on our 
	COMMISSIONER SHAPIRO: Item Number 7 on our 
	agenda is, in fact, to get an update on the status of alternate-selection options so that we can have -and we're hoping here today --the status of being -allowing bettors to have alternate picks on cards. 
	-
	-


	MR. "QUINN": Okay. 
	COMMISSIONER SHAPIRO: So I'm hopeful that we're going to hear that that can be done. 
	CHAIR HARRIS: We'll do that. And then some of this, as John Reagan pointed out, we've got to really get into in a Pari-Mutuel committee. 
	I do want to get something set up, you know, quickly on this Pari-Mutuel committee and invite all of you to participate. Anybody on the Board, whether they're on the committee or not, can surely get input into it. 
	Some of the things, I think, are things that would require some rule change; and some of 'em are things that are --basically the tracks would need to do on their own --I guess we could compel them to do through the licensing process. 
	COMMISSIONER SHAPIRO: Right. 
	CHAIR HARRIS: But, hopefully, there's an easy way to get there with some of this. And I don't know. There might be some things that we couldn't do right away. But I sure don't want to have some 
	technology hold us up too long. 
	COMMISSIONER MORETTI: John, I just -
	-

	Mr. Peyton, I just have a quick question. Maybe, actually, it's just for --maybe for John Reagan too. But I understand, in terms of Part 1, we have --the technology is there so that we can get moving further down. 
	But in terms of costs and making those changes, is this -- do the tote companies bear that cost? Do the tracks bear that cost? 
	And then, also in terms of the bottom line, is it --would it be up to the CHRB to implement the suggested changes? Or you said, state by state, they're doing it. But you also mentioned Churchill Downs is doing it. 
	And so are you saying that, track by track -
	-

	MR. "QUINN": Well, it's a state-regulated industry. And these panel recommendations were distributed to all the regulatory boards, to all the NTRA-member tracks.  And so the changes are occurring kind of in an incremental way, in a piecemeal way. 
	For example, in this Pick 3, Pick 4 wagering, New York's been ahead of the curve. They've been offering refunds on late scratches for 
	For example, in this Pick 3, Pick 4 wagering, New York's been ahead of the curve. They've been offering refunds on late scratches for 
	Leg 1 and consolation payoffs for Legs 2 and 3. 

	In fact, Steve Crist is here. He's a simulcast bettor out of New York. He's also a publisher and chairman of the Daily Racing Form.  And I'd like him to comment on this and any other of these issues that he'd like to. 
	So this varies from state to state. I think there are costs involved in the tote companies. They have to alter their software to provide these kinds of changes. What those costs are, I don't know. 
	David? 
	MR. PAYTON: What we always do is we try to work with, obviously, the existing tote agreements that are in place with each of the different tracks around the country so that, if there is a way that we can compensate some of the efforts that we put into it, obviously we try to negotiate that. 
	We've been working --all the tote companies have been working together with the TRA -first the 1995 committee and now the "2020" Committee. And a lot of the recommendations that come out are just part of every --all the tote companies' R and D budgets. 
	-

	There are some programs that are
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	pretty elaborate and far reaching. There's a new wagering-transaction protocol that's been talked about that is meant to replace the way that the systems interact today. 
	That's something that's going to be very, very expensive to implement for all the tote companies. And we're not sure at this point, I guess, how that will be addressed. 
	But, in general, the tote companies cover as much of this as we can under our existing R and D budgets and/or if we need to --or if we can, we take advantage of the language that's in our tote-service agreements, whether it's contracted programming hours or some fee that would be assigned. 
	COMMISSIONER SHAPIRO: Well, I don't think we should be -- the cost of doing this should really be the issue here. The issue is that the betting public deserves to wager on who they intend to wager and the software has to accommodate that. I mean we've had these problems, and they've been lingering, and there hasn't been action on them. I agree with you. 
	And I think this late posting of odds is horrible. And there has to be an answer to that. We have to be able to allow alternate pick selections. And I really encourage us to move 
	And I think this late posting of odds is horrible. And there has to be an answer to that. We have to be able to allow alternate pick selections. And I really encourage us to move 
	forward on this quickly. 

	MR. PAYTON: Or I could talk about alternates now, if you'd like. I know it's on the agenda -
	-

	CHAIR HARRIS: Well, I think we're doing another --that's going to be another item when we get to that. But I'd like to keep this moving along because we do have a pretty lengthy agenda. 
	But I don't know if there's anybody in the audience who had any just short comment they'd like to make?
	 MR. "QUINN": I'd like to ask Steve to comment on -
	-

	CHAIR HARRIS: Yeah. 
	MR. "QUINN": --New York's changes on Pick 3 and Pick 4 wagering 'cause they've been using the protocols that exist with their tote companies and they've been able to implement these changes. So has Churchill Downs. 
	CHAIR HARRIS: Yeah. That would be great. 
	MR. CRIST: Steven Crist, C-r-i-s-t, publisher and chairman of the Daily Racing Form, a newspaper I trust you're familiar with. 
	I really just wanted a couple minutes of your time, first, to commend the Players Panel's recommendations and to give you a sense of how much 
	the betting public cares about these issues. I was initially invited to be part of the Panel. 
	And I declined so that I could keep my journalistic objectivity about it and tear it apart if I thought they did a bad job. I think they did a terrific job. You know how easy it is to get horse players to agree on something. You can see it on the tote board every day. 
	But, you know, we ran an on-line poll after Jim's report came out. And our on-line polls --I mean, we could ask people what they thought of a motherhood bill, and 25 percent of the people would be opposed to it. 
	But when we asked them what they thought of the Players Panel's recommendations, we had 97 percent of our readers and on-line users endorsing it. And I do the same. 
	A lot of these issues that Jim has addressed are things that have just bedevilled and frustrated your customers for years, if not decades, and that track management, not being full-time bettors or simulcast players, has not, perhaps, been sufficiently sensitive to in the past. 
	But I think, you know, Jim's group -they conducted interviews with hundreds of players 
	But I think, you know, Jim's group -they conducted interviews with hundreds of players 
	-

	from all strata and got all these issues out on the table. And I think they came up with the correct solutions to most of them. 

	I agree with Chairman Harris that I think you can probably bifurcate this process.  Some of these issues are going to take a lot of time and, you know, kind of multi-departmental efforts to pull together. 
	Some of them, you really --you could institute them tomorrow. They're just no-brainers. And I would second your idea to move on some of them very quickly. Some of them are simple policy decisions. And you could rectify years of injustice by putting them in tomorrow. 
	And, on a final note, I would tell you, as a simulcast player and as a New Yorker, that making these changes in New York has been wildly popular with the public. 
	And, in addition to just doing the right thing, I do think you have a business issue here because players are going to increasingly gravitate to betting on simulcast signals from jurisdictions where they do think they're getting a fair shake and they're going to play Pick 4's from the tracks where they're not arbitrarily switched 
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	onto favorites.
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	So for business reasons, as well as
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	best-interests-of-racing reasons, I would really urge
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	you to implement the easy ones as soon as possible 

	TR
	and work hard on some of the tougher ones.
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	COMMISSIONER SHAPIRO: Thank you.
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	VICE-CHAIR BIANCO:  Thank you.
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	MR. CRIST: Thank you.
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	MR. "QUINN": Thanks. 

	TR
	CHAIR HARRIS: Did Ron also have a comment?
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	Why don't you let him go ahead?
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	MR. CHARLES: I know we're running a little
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	bit over. I'd just like to echo that these are 
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	clearly the best recommendations I have ever seen. 
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	And I appreciate the Board taking the time to begin
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	the process to try to implement these.
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	I'd like to see California step up and
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	be the first State to actually implement and impose a
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	lot of these recommendations. They're very sound. 
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	Some of them are much more difficult.
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	But in working with Jim, who'll make himself
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	available --I certainly will --and any committee
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	that you can form that we could begin working on -
	-
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	as I say, some of the easy ones --there are some 

	TR
	ones that, for whatever the reasons, just haven't
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	taken place. 
	And I think, from racing fans' standpoint, we could make some changes that would be applauded around the country.  And I'd just like to see California step forward. 
	THE REPORTER: Could you please identify yourself. 
	MR. CHARLES: Ron Charles, MEC. 
	THE REPORTER: Thank you. 
	COMMISSIONER SHAPIRO: Is it possible for us to, perhaps, get some list of the easy ones where you divide the recommendations, Ron, into those that we believe we have the technology and the ability to do immediately and those that are going to require further study? 
	My concern is we're going to form a committee and, by the time the committee meets and by the time everybody gets together and makes recommendations and everything, this thing could end up being months out. And I would like to see if we could have this on our next agenda so that we could move to adopt things. 
	It seems that the process moves slow, no matter what we do. And so maybe there is a way that we could get a recommendation from you that 
	It seems that the process moves slow, no matter what we do. And so maybe there is a way that we could get a recommendation from you that 
	says, "Here are the things we would like to see immediately resolved," and we could be able to enact quickly. 

	MR. CHARLES: I think that's a great idea. I think David will tell you that Jim and I have spent a considerable amount of time going through a number of these recommendations. And some of the ones, that seem simple, aren't, once you get into the details. 
	COMMISSIONER SHAPIRO: Right. 
	MR. CHARLES: And I think your point is well taken. What I'd like to do is know who your committee will be comprised of. Jim and I will make ourselves available, working with David. And we're ready to start on these right away, come back to you next month with what we think we can address right now. 
	CHAIR HARRIS: Yeah. And I think, in the next week or so, we can get, you know, at least a couple of us together and go through and do some of the low-hanging fruit and get them out of the way. 
	MR. CHARLES: That's terrific. 
	CHAIR HARRIS: Rule changes might take longer, but there might be some other things -
	-

	MR. CHARLES: Well, you know, some of the rule changes are something I think, when we sit down --I
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	think some of these are, I think, can be done or are already taking place. 
	I think there's some been some policies in the past that I haven't quite understood. And I think, if we can get a committee from your Board, I think we can address these. And some of these can be resolved fairly quickly.
	 COMMISSIONER SHAPIRO: I mean, if we don't have to --if it doesn't --if there are things that are already in our rules that we're allowed to do and we don't have to have new rules and new notice to do those, then perhaps the committee could make a recommendation and we could do them immediately. 
	MR. CHARLES: Well, can I give a for instance? And then I'll -
	-

	COMMISSIONER SHAPIRO:  Yeah. Please do. 
	MR. CHARLES: The Pick 6 payoff here in California --I've asked for years that we should have "will-pays" for the Pick 6m which would create a tremendous amount of interest.  It's the right thing to do. It's done in New York. 
	And I've been told, over and over, that it's the perception is the problem and we just weren't going to be allowed to do it. They do it in New York. 
	And I guess I'm throwing it out to the Board right now --"Why aren't we allowed to show the 'will-pays' on the Pick 6?" when I think every racing fan out there would love to know approximately or exactly what he's going to get so he may want to -he may want to hedge his bet or it adds the additional interest to the entire racing scene when a player is seeing 283,000 or 460,000 or there's a potential carryover. 
	-

	COMMISSIONER SHAPIRO: Well, let me just tell you. I received a letter from somebody about that. And I think I communicated with you on it. The response was that "It would lead to the spectre of the possibility of the participants looking to cheat," was the response I got. 
	Because --I agree with you; I don't know why it's not posted --I agree it should be posted. 
	And the answer was that somebody who was participating would be more inclined to not have an honest race when they had live tickets and they saw what the potential payoffs were. That's what, apparently, was the reason -
	-

	CHAIR HARRIS: I thought the reasoning was not that sound, that it's been --especially if it's 
	CHAIR HARRIS: I thought the reasoning was not that sound, that it's been --especially if it's 
	being done other places. 

	COMMISSIONER SHAPIRO: I agree with you. 
	CHAIR HARRIS: Is there a rule on that now, where the -
	-

	MR. REAGAN: Excuse me, Commissioners. 
	We have a Pick 6 rule. We have several Pick 6 rules. 
	CHAIR HARRIS: Yeah. 
	MR. REAGAN: And each of the rules embodies a paragraph whereby information about the Pick 6 prior to the final leg, is simply prohibited. So that was the original answer. 
	CHAIR HARRIS: Okay. 
	MR. REAGAN: Then the question was "Why were those prohibitions put into the rule?" 
	And then that's where the answer came, "Well, there were concerns about people playing games and so on and so forth. 
	CHAIR HARRIS: Yeah. Yeah. Well -
	-

	MR. REAGAN: But the prohibition is just simply in the rule -
	-

	CHAIR HARRIS: Yeah. 
	MR. REAGAN: --and that would take a while to revisit -
	-

	CHAIR HARRIS: Okay. Well, if there's a rule, 
	CHAIR HARRIS: Okay. Well, if there's a rule, 
	we can't -
	-


	MR. REAGAN: Yes. 
	CHAIR HARRIS: --do it tomorrow. 
	MR. REAGAN: Right. 
	CHAIR HARRIS: But we could bring that back to the Board in the next meeting. 
	COMMISSIONER SHAPIRO: So that's an example of where let's put that on the "Easy List" -
	-

	MR. CHARLES: Right. 
	COMMISSIONER SHAPIRO:  --and they can just be a rule change, and we could make the rule change. 
	MR. CHARLES: Very good. 
	MR. REAGAN: Exactly. 
	MR. CHARLES: Okay. And that's --that would be a Step 1. And then you'll let us know where and when we can meet. 
	CHAIR HARRIS: Yeah. 
	MR. CHARLES: All right. 
	CHAIR HARRIS: Okay. Very good. And we'll move along on this. And I think all the people here too --be sure all of you have taken a look at this report 'cause it does cover a lot of different areas and comment on any aspects of it that you feel we should be advised of. 
	MR. CHARLES: Great. Thank you very much. 
	CHAIR HARRIS: Okay. Let's move on to Item 3, a public hearing by the Board on the adoption of proposed CHRB rule 1843.6 --total carbon dioxide testing. 
	MR. REAGAN: Commissioners, John Reagan, CHRB staff. 
	This is the TCO2 rule that we've been looking at. It is now ready for your adoption, and we recommend that you adopt this rule. 
	COMMISSIONER SHAPIRO: I so move. 
	CHAIR HARRIS: Well, I think we should have some discussion on it. Why don't we have discussion? And then we'll move. 
	Dr. Jensen, can you give us a little oversight? MR. REAGAN: Excuse me, Commissioners. Mr. Knight has asked me to expound on another item. 
	This rule can be adopted. But, right now, there's also a legal change going into place whereby the TCO2 testing would be exempted from the dual testing --the split sample. 
	And, therefore, even if we adopt the rule, it will take, you know, an amount of time for this rule to go through the regulatory process before it's actually in place. But even if it goes through 
	And, therefore, even if we adopt the rule, it will take, you know, an amount of time for this rule to go through the regulatory process before it's actually in place. But even if it goes through 
	that process, is then in place, it could not take effect until the law has been changed to allow the adjustment here -
	-


	CHAIR HARRIS: Yeah. 
	MR. REAGAN: --in the split sample. 
	CHAIR HARRIS: It will be just be sitting there but -
	-

	MR. REAGAN: Right. 
	CHAIR HARRIS: --the day --if that law is passed with the urgency statute -
	-

	MR. REAGAN: Right. 
	CHAIR HARRIS: -- and the governor signs it, it could become effective immediately. So I think we won't know exactly when we're going to say we're going to get it but in the foreseeable future. 
	MR. REAGAN: And we'll certainly keep you updated on the legislative process. 
	DR. JENSEN: I'm Dr. Ron Jensen, Equine Medical Director for the California Horse Racing Board. 
	As you're aware, the CHRB conducted a survey to determine the extent of the use of excess alkalizing agents in racing --excess alkalizing agents being also commonly known as "milkshakes." 
	There is also the survey and 
	There is also the survey and 
	subsequent testing by various racing associations that has, one, indicated that, yes, there is some excessive use of alkalizing agents being done, and has also resulted in the proposed rule that's before you today. 

	Basically the rule provides that the CHRB has the authority to collect samples from any horse that's in the race for the purpose of testing for total carbon dioxide. Total carbon dioxide, or TCO2, is used to detect the excess use of alkalizing agents. 
	The rule provides that the samples can be collected either prerace or postrace. And if the owner or the trainer of the horse that's asked to submit for testing refuses, the horse is to be scratched and penalties applied to the owner or the trainer. 
	If levels are greater than 37 millimoles per liter of serum or plasma, it's considered to be a violation. And the penalty for a violation of this rule would be considered a Class 3 medication violation, which involves a loss of purse, fines, and/or suspension. 
	As Mr. Reagan has mentioned the provision for split-sample testing has been waived 
	As Mr. Reagan has mentioned the provision for split-sample testing has been waived 
	in --by this rule for the purpose of TCO2 testing. And also, as he has mentioned, there is a --it requires a change in the law because the provision for split-sample testing is not only in the rule it's also in the law. 

	That law has been introduced and is -and, to the best of my knowledge, is going forward. 
	-

	Now, I would comment that, since the Board has been talking about this rule change and the results of the survey, I've had inquiries from other racing jurisdictions --specifically Gulf Stream Park in Florida, the New York Racing Association, and Washington State Racing Commission, as has Dr. Stanley, the chemist --who have also indicated an interest in this area and are utilizing this rule sort of as a basis for their own rule. 
	The staff does recommend that this rule be discussed and comments be heard and that subsequently passed. 
	CHAIR HARRIS: Let's go ahead and open it up for comments from the audience. DR. ARTHUR: Hello, I'm Dr. Rick Arthur, Oak Tree Racing Association. I had earlier submitted comments on this rule, and I withdraw comments having to do with 
	the two-tiered penalty system simply to expedite this process. 37 millimoles, I think, from our experience, is certainly the level we want to deal with. 
	However, I did make a recommendation that --and I'm not entirely sure this is in the rule-making process; maybe somebody would have to decide on the Board --is that part of the penalty include detention-barn utilization. 
	In other words, anyone who is found in violation of this rule be subjected to detention-barn security for a period of time; however, the recommendations I made were 60 days, the first time; and 180 days, the second time. But that certainly could be open for discussion. 
	The second aspect of it --and I think this is very important in light of the fact that we are eliminating the split-sample program --is that the Board establish very rigorous laboratory standards. 
	You have to remember that this is a naturally occurring product. We all have TCO2s in our system. Statistically, depending on how you -what research you look at, this proposed rule could have a false positive once out of every 600,000 
	You have to remember that this is a naturally occurring product. We all have TCO2s in our system. Statistically, depending on how you -what research you look at, this proposed rule could have a false positive once out of every 600,000 
	-

	samples, which is insignificant. 

	But depending on what the effect Lasix actually has, it could be as high as 1 out of every 8,000. Whether that's acceptable or not, I think we have to examine. I think that's certainly not going to stop us from moving forward, but it is something I think we have to consider. 
	So laboratory standards are very critical in this and make sure that we have a standard of certainty that protects the trainers in light of fact that we no longer have a split-sample program. 
	I think Dr. Stanley may be able to make some comments on laboratory standards. But I do think it's an important part of this particular process. 
	MR. REAGAN: Commissioners, just so we can be clear about it --the change to the law will exempt only the TCO2 from the split sample. There still will be a split-sample program.  It's simply TCO2 will not be required -
	-

	CHAIR HARRIS: It is of concern that this doesn't have a split sample. So that makes the lab even more important. 
	But did Dr. Stanley have a comment on 
	But did Dr. Stanley have a comment on 
	this? 

	DR. STANLEY: Scott Stanley from the University of California. 
	What we've done is we've adopted a lot of the information that was available from other jurisdictions that have done a lot of testing for Standardbred horses over the years as well as critical information from our international colleagues that have done this for many years in that industry. 
	And what they've looked at is how to do this and do it with a certain amount of accuracy and quality in the system --how to determine the measurement of uncertainty. 
	What that equates to is the way the level got established at 37 internationally was through looking at the normal horse population and establishing 37 as being three standard deviations off of that. 
	In addition, we calculate the analytical measurement of uncertainty, which is how the laboratory performs with the instrument on a sample on a regular basis. What that all equates to is we are --we've developed a procedure that we feel is very sound, will provide a very low incidence -
	-

	we can't say "zero" but as close to zero as we can get to --of a false positive. 
	We are erring on the side of caution, going forward with this. There is not data that suggests how much, if any, effect we'll get from furosemide. We've still investigating that. We feel very strongly now that we have in excess of 1 out of a 100,000 potential or probable that could be a false positive. 
	So the level is very sound. It's supported by published data, internationally and nationally. It's been looked at, as I said, more so in Standardbreds than Thoroughbreds. 
	But we feel very confident with prerace sample collection, the protocol that we have for handling and shipping and analysis of the sample, that this is a very sound regulation as it's currently written and one that we can defend with our laboratory results. 
	CHAIR HARRIS: At one point, there was some talk of having these sampling machines, you know, at the track, which I'd be a little concerned about as far as if they were properly calibrated and all that. 
	But as I understand, this would envision that the tests would go to the Davis lab. 
	DR. STANLEY: Yes. This would be on the 
	indication that the sample would be collected prerace and shipped to the laboratory postrace. We've done some analysis on the time that the sample can be maintained. We feel, as long as the sample is analyzed within 5 days --generally our target is 72 hours --but, if it's analyzed within 5 days, we can get a legitimate analytical result that we can defend.
	 In addition, I can only point out that time will only dissipate the total CO2 level. It will not increase. It can only go down. So, again, it would not increase the likelihood of a false positive.  It would actually decrease the likelihood of a false "negative." 
	The sampling and the testing --we worked with Del Mar. We worked with Oak Tree. We analyzed the possibility of doing prerace testing at the track with an instrument. The time frame, the people involved, the technical requirements to get accurate data just is not sufficient to do a legally defensible prerace testing so that horses could be scratched before they ran. 
	The postrace testing analysis is also something quite problematic. If we collected samples 
	The postrace testing analysis is also something quite problematic. If we collected samples 
	postrace, we would have to have a facility that could detain the horses for at least 3 hours before we could collect a legitimate postrace sample. So, again, we feel very strongly that the prerace sample collection is very important to get accurate results. 

	The jurisdictions --the racing associations have been very strong supporters. From Del Mar to Oak Tree to the Santa Anita folks, people from Golden Gate Fields have all stepped up and been a part of this. Thoroughbred Owners of California have been very supportive as well. 
	So and I've gotten very positive feedback from the implementation from these surveys and the work that we've done for the association. 
	COMMISSIONER SHAPIRO: Following up on what Chairman Harris just said, though, could prerace testing --could a lab be set up at the track for prerace testing so that the samples weren't shipped to Davis and all the testing down there? 
	DR. STANLEY: The difficulties with that are multiple. And one of 'em is the time frame and sample-collection period.  If, for instance, we collected the samples when the prerace inspection was occurring in the mornings, when the horses were coming in --some of 'em are just coming in after 
	DR. STANLEY: The difficulties with that are multiple. And one of 'em is the time frame and sample-collection period.  If, for instance, we collected the samples when the prerace inspection was occurring in the mornings, when the horses were coming in --some of 'em are just coming in after 
	exercise. 

	Exercise dramatically reduces the TCO2 level. So even if the horse had been given an alkalizing agent, their circulating level of carbon dioxide would be much lower. And then there's hours in between that time until the horse actually runs. 
	So the optimum time is to collect the sample in the receiving barn. And the logistics of the analysis requirements to be done on-site to get a valid, legally defendable confirmation established was over an hour. And that -
	-

	COMMISSIONER SHAPIRO: Yeah. But what I'm talking about is, if you collect the sample the way you're now collecting it, but you simply analyzed the sample on the track rather than shipping it --is that possible? 
	DR. STANLEY: The facilities could be set up to do that on the track. It couldn't be done in the time frame before the race. But it could be done -
	-

	COMMISSIONER SHAPIRO: I'm not --I'm not -I'm not trying to do it before the race. 
	-

	DR. STANLEY: Right. But there's actually very little benefit. There's nothing that would suggest that transporting the sample from the racetrack to our facility or any other facility 
	DR. STANLEY: Right. But there's actually very little benefit. There's nothing that would suggest that transporting the sample from the racetrack to our facility or any other facility 
	negatively affects the ability to do the testing. 

	We've done collaborative work with Ohio State. We've tested samples and then shipped them the next day --the same day to them. And they've validated our result. So shipping the sample is not going to negatively affect our result. We'll be receiving samples from other jurisdictions here in the future to do further testings. 
	CHAIR HARRIS: Yeah.  I think there's language in the rule that refers to the "official laboratory." So it could only really be a laboratory that was under contract to us. You couldn't -
	-

	COMMISSIONER SHAPIRO: Yeah. But you --they could have an adjunct facility at a racetrack that was an official laboratory. 
	DR. STANLEY: You're right. It could be set up that way. But I don't necessarily see -
	-

	COMMISSIONER SHAPIRO: You don't see a benefit. 
	DR. STANLEY: --a benefit. It wouldn't result in better, more accurate ability to test that. It probably wouldn't even increase the time period where the analysis could be done, with the exception of potentially doing samples on Sundays. 
	The problem with our doing analysis on 
	The problem with our doing analysis on 
	Sunday --we have technicians that are willing to work, but we have no courier service willing to deliver on Sunday. Otherwise, we do samples 6 days a week. 

	COMMISSIONER SHAPIRO: Okay. And if I could just ask --and maybe it's just a little bit off of the question --when you're doing this analysis, are you only looking at TCO2 levels? I don't know how the chemistry works, but what if there's something else that's in that sample? Will it also show --the tests that you're doing? 
	DR. STANLEY: The tests that we're doing on these samples is a blood-gas analysis.  So those particular samples, we're only analyzing for the changes resulting from use of an alkalizing agent. In most cases, that's considered to be sodium bicarbonate, but it can be many other agents. 
	And all of those would affect and increase the total CO2 in the sample. So that's the purpose of that test. 
	Are we looking for other drugs or other things? No. Not currently in those blood samples. We still do the postrace testing for the urine samples for most of the drug-abuse testing.  We have, on the request of Oak Tree Association, 
	Are we looking for other drugs or other things? No. Not currently in those blood samples. We still do the postrace testing for the urine samples for most of the drug-abuse testing.  We have, on the request of Oak Tree Association, 
	archived a number of --all of the samples from that particular meet for potential investigating or review.

	 But at this point in time, because they were collected --and these are all done by the racing associations --I'm not even sure that we have the appropriate authority to pursue anything other than the TCO2 finding, were we to test 'em further. This is all done under the contractual agreement with the racing association and outside of the regulatory process for the CHRB right now. 
	CHAIR HARRIS:  There have been some allegations that the TCO2 could inhibit your ability to test for other illegal substances. But I understand that that is not the case. Could you expound on that? 
	DR. STANLEY: Yeah. We've looked into that and some of the literature that came out of that. There was one incidence in Australia, where they felt that had an effect on their ability to test for one drug. 
	We feel that the testing that we have, postrace on the urine samples, is more than sensitive to overcome any potential dilution effect, or "masking," as you might call it, for postrace drug
	We feel that the testing that we have, postrace on the urine samples, is more than sensitive to overcome any potential dilution effect, or "masking," as you might call it, for postrace drug
	-

	testing in the urine samples. 

	COMMISSIONER SHAPIRO: But you're not testing to see if there are other drugs? I mean my concern is, "Is the TCO2 masking something else?" But you're not testing to see what else is in there other than TCO2? 
	DR. STANLEY: That's correct. When we're only getting blood samples prerace -
	-

	CHAIR HARRIS: But the other test --if the horse was --won or was a random sample of the horse, you are. So it's --a lot of horses are getting tested both ways. 
	DR. STANLEY: Yeah. We're still doing all the postrace testing. And those are generally on the horses that perform very well --first or second or third and stake races. Ones that run better than they're presumed to run before the race are often selected. 
	So I still think we have a very strong postrace testing program that complements this. And the intention of that prerace testing is just to address the bicarbonate, the TCO2. There is potential we could do more with that. But right now, our postrace urine sample is still the best sample we can get for drug testing. And -
	-

	COMMISSIONER SHAPIRO: On your postrace urine sample --again, I'm sorry; this is a little bit off subject --is there any test that we're not doing that could be done to see if there's anything else? I mean I don't know how the testing works. 
	But you're testing the postrace urine sample for, I'm assuming, a variety of --to see if a variety of things pop up. Are there some things we're not testing that we could be testing in there? Are there other testing methods? Are there other things that could be possibly be there that aren't showing up on the current test that's being done? 
	DR. STANLEY: We --we --currently in California, you have one of the most sophisticated postrace testing anyplace in the United States. Any program can be improved with additional effort and, potentially, funding. There's always something else that can be added or included.
	 Right now, you --California has one of the most progressive, aggressive postrace testing. The work that we do --the instrumental drug testing, using very sophisticated equipment --I'm invited to go worldwide and explain how we do this work because it is quite advanced and we're quite state of the art with that testing program. 
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	 Can more things be done? Absolutely.

	 2 
	 2 
	Always could be. But I think, right now, if you

	 3 
	 3 
	compare it to anyplace else in North America,

	 4 
	 4 
	certainly we're comparable to maybe only a few 

	TR
	laboratories in the world that could do the work that

	 6 
	 6 
	we do at the level that we do it.

	 7 
	 7 
	I'm confident that that's a pretty

	 8 
	 8 
	good start. If the California Horse Racing Board

	 9 
	 9 
	wants to double its effort, we're right there to 

	TR
	support that. But I think it's a very strong

	 11 
	 11 
	program.

	 12 
	 12 
	COMMISSIONER SHAPIRO: So let me just ask the

	 13 
	 13 
	really blunt question: I keep hearing, "We're

	      14  
	      14  
	testing for everything." Okay? And I --and I don't 

	TR
	know what the word --what "everything" is. So -
	-


	16 
	16 
	DR. STANLEY: We are testing for everything

	 17 
	 17 
	that we currently have a test for. More testing -
	-
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	advanced testing, doing additional supporting work

	 19 
	 19 
	for new-age "protiobic"-type drugs --needs to be 

	TR
	investigated.
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	Could someone be using something?
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	There's a small percent that that could happen. But
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	we're not testing every single horse, as well. Until
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	every horse is tested, pre-and postrace and we can 
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	put the budget up in excess of what the entire CHRB
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	budget is, there aren't a hundred-percent guarantees. 
	But I think you've got a good solid 99 percent that there's not a lot of nefarious drug use going on. 
	COMMISSIONER SHAPIRO: And would your drug -do your tests catch if something's being used topically? 
	-

	DR. STANLEY: Absolutely. COMMISSIONER SHAPIRO:  It does? DR. STANLEY: Interarticularly, topically, 
	locally --the type of tests that we do are quite sophisticated and very sensitive. We get many of the drugs now below one part per billion --what's called "parts per trillion" --or picogram concentrations, which is far less than many jurisdictions that use other technology, like thin-layer chromatography. 
	COMMISSIONER MORETTI:  Richard, may I suggest, as the newest Commissioner, you haven't the benefit also --and it's really an eye owner; it's very educational --to go to the Maddy Lab. I'm sure Dr. Stanley and his colleagues would love to take you around. It's really something -
	-

	COMMISSIONER SHAPIRO: 
	COMMISSIONER SHAPIRO: 
	COMMISSIONER SHAPIRO: 
	I'll do that. 

	COMMISSIONER MORETTI: 
	COMMISSIONER MORETTI: 
	--something terrific 

	to see.
	to see.


	CHAIR HARRIS: We're going to have our June meeting, I think, in Sacramento. And I'd like to tie that in, in maybe a previous day, at the Maddy Lab and the U.C. vet hospital and see some of the things going on. 
	DR. STANLEY: Absolutely. CHAIR HARRIS: But back --we probably should get on point as far as this actual rule. Are there any comments from the audience on the rule before we go on? MR. HOROWITZ: Alan Horowitz, Capitol Racing. 
	In the harness industry, as many of the Commissioners know, we've been very supportive of CO2 testing. And for over 10 years, we've done our own program. It's been an in-house program, and we do a postrace test. 
	Now, the only --and I certainly applaud the Board's interest in this and following it up and Dr. Stanley's remarks and his comments, which I thought were very on point and elaborative today. 
	I do have one concern about the rules, in that, if that the Board rules focus in on a 37 -higher-than-37 as the score for essentially what is a high amount, an excess amount of CO2, in the Standardbred industry, for many years and throughout 
	I do have one concern about the rules, in that, if that the Board rules focus in on a 37 -higher-than-37 as the score for essentially what is a high amount, an excess amount of CO2, in the Standardbred industry, for many years and throughout 
	-

	many jurisdictions, the testing program allows for sort of a dual standard for horses that are not on Lasix of 37 --higher than 37 and, on Lasix horses, 39 --2 points higher. 

	Even earlier on in the testing programs, when the score levels were 39, there were always 39 and 41 -- again, a 2-point allowance for horses that are on Lasix, presumably because of the concern for false positives in testing those horses. 
	We welcome the Board's involvement here. I'm hopeful that, if we --if this rule is proposing higher than 37, that the sophistication level of the program that will be done, by UC Davis, will sort of make up the difference and allow us a more accurate assessment without the false positives. 
	And I think that's consistent with what Dr. Stanley pointed out. But I know our review of the jurisdictions around the country, many of whom do it in-house and postrace, are --do allow Lasix horses a little cushion. Thank you. 
	CHAIR HARRIS: Thank you. 
	I guess this rule, conceivably, impacts all the breeds at every track all --there is latitude as far as which horse we want to test. 
	DR. ARTHUR: Yes. This is Dr Arthur, again. 
	In response to the previous speaker's comments, we looked at the 37-39 differentiation.  In fact, that was part of the original proposal. But looking at the research and looking at what's been done around the country more recently, 37 is what we believe to be the correct level. 
	The RMTC is looking at --Racing Medication Testing Consortium --is looking at this. They're going to look at some proposals to look at the effect of furosemide. And Dr. Stanley and I have talked about doing a project here in California to find out how big it really is. 
	But it looks like that differentiation, the difference between furosemide and nonfurosemide horses, is one of those grandfathered-in sort of things that doesn't have a lot of scientific basis to it. But we'll certainly be able to get an answer in a short period of time. 
	I would like to go off subject, just for a second, and respond to Mr. Shapiro's comment. The laboratory at Davis is certainly the --one of the top laboratories in the world. But there are certain products that we don't have tests for, for example, "epogen" (phonetic). 
	And that's an example of a drug that 
	And that's an example of a drug that 
	we really do not have a test for. And it's something that the RMTC has put funding for, trying to develop a test. So even though it's as good as testing as there is, there's always a hole in whatever system. And if there isn't, somebody will find a hole. 

	COMMISSIONER SHAPIRO: Thank you. 
	COMMISSIONER MOSS: Where do we stand on the bill on the floor of the legislature? Does anyone know? 
	CHAIR HARRIS: Can someone report on that? 
	I think the bill --it's --I think it's -- I think Assemblyman Horton is carrying the bill. 
	COMMISSIONER MORETTI: Assemblyman Horton is carrying the bill. And the governor's office has asked for an analysis. The bill --session just started last week.  So it would probably take, at a minimum, a couple of months even to get --even on an urgency, to get this. 
	DR. JENSEN: Dr. Ron Jensen, again. 
	I would just comment that the level proposed at 37 is not without precedent. There are other jurisdictions in this country that utilize that --Virginia, Ohio, Michigan, that I'm aware of --have 37 only. 
	And I'd also comment that the International Federation of Horse Racing Authorities, which is an organization of racing regulatory bodies around the world, have as their recommendation for TCO2 testing level at 36. It was 37. And they've just recently lowered their recommendation to 36, based on new research. 
	CHAIR HARRIS:  Any other comments? 
	EXECUTIVE DIRECTOR FERMIN: I would just like to comment that we did just submit the analysis on Friday. I think "Sue Ross" (phonetic) is carrying it so --and we did ask for urgency that the bill get attention. 
	CHAIR HARRIS: Hopefully, we can move it. We can waive some of the rules as it goes along. 
	COMMISSIONER MOSS: So has it passed through both -
	-

	CHAIR HARRIS: It hasn't even been heard in committee yet --I don't think --so but, hopefully, it'll move along. 
	COMMISSIONER MOSS: And that wouldn't have any bearing whether it's 36, 37? That has nothing to do with it? 
	CHAIR HARRIS: No. The rule just talks -
	-

	COMMISSIONER MOSS: The rule is just --just 
	COMMISSIONER MOSS: The rule is just --just 
	split sample. Okay. 

	CHAIR HARRIS: --about split sample for this particular test. 
	MR. "HANKENS": Good morning. I'm "Kim Hankens" (phonetic) with the --I'm the Executive Director of the California Harness Horsemen's Association. 
	I was fortunate enough to be president in Illinois --president of the Horsemen's Association -- when we began blood-gas testing back in the late 80's, early 90's. And I'm here fully in support of the 37 number. 
	But I really do think that the Lasix horses need a second look.  I've looked at 'em for several years. And there's a definitive number of differences between the two. Now, most of ours has been postrace testing. So I understand that this is prerace. But I would ask that a second look be done for the Lasix horses. 
	And I'd also like to support the previous speaker in test --in wanting testing for "epogen." I think it's going to be a widespread problem in our industry. Thank you. 
	CHAIR HARRIS: Yeah. We're going to get into the "epogen" later. But it --basically, it is 
	CHAIR HARRIS: Yeah. We're going to get into the "epogen" later. But it --basically, it is 
	illegal to have "epogen" on the track. The problem with epogen is "blood builders" --an "Amgen" (phonetic) product that's basically developed for chemotherapy patients and things.  But it's kind of a long-term effect. 

	MR. HALPERN: Ed Halpern, California Thoroughbred Trainers. 
	We, as an organization, have been involved in this matter from the very beginning and do strongly support implementation of a rule dealing with the issue. 
	I'm here, at this juncture, to support Dr. Arthur's suggestion regarding rigorous lab standards that, if a rule is to be passed, that's not part of the rule apparently but is within the power of the Board to order that we follow those standards. And as I understand it, that's code words for "using UC Davis to do the testing on the blood gas." 
	I think it's very important, given the red flags that have been raised both today and at other times, this 37-39 issue remains an issue. And even though it doesn't appear to be a major problem, it is a problem. And it's a problem we can deal with. 
	So the question comes down to "Is 
	So the question comes down to "Is 
	there a need to rush this through now while we still have some --some issues to solve?" 

	And I would suggest that, although we're all anxious to get a rule in place, that rushing one through does not --is not necessarily important at this point because we seem to have the problem under control, looking at the results we've had over the past few months since Oak Tree with the testing we've done. 
	And now that Santa Anita and Golden Gate and Bay Meadows are going to be testing every horse, we do seem to have control over this problem, although we may not have control over the "supertrainer" problem. 
	So if there is --and one other point --the RMTC --which is well represented by California by about four or five of our organizations, if not more, on that board of directors --is going to be discussing this next week. 
	And, with all the expertise that will be provided at that time, it may provide this Board with some more guidance just by waiting until our next Board --your next Board meeting to deal with this. 
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	But if it is to be dealt with today, I

	 2 
	 2 
	would ask that the Board also make part of their rule
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	 3 
	that testing for the CO2 level be done at UC Davis
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	 4 
	only at this time. Thank you. 

	TR
	CHAIR HARRIS: Okay. Any comments from the

	 6 
	 6 
	Board on this?
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	VICE-CHAIR BIANCO:  John, I'd like to make a
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	 8 
	comment. I've sat on the committee, on the CO2
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	 9 
	Testing, since its initiation and read a lot of 
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	negative press. And it's taken us about a year to
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	get where we are today.
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	 12 
	And I think, Rick Arthur --you could
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	 13 
	verify that.
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	But to me, when we initially talked 

	TR
	about it, we were told that the TOC was going to buy
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	a couple of machines, along with Del Mar, where we
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	would do a test out in the field. Then we were told
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	that we didn't have the money to do it.
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	 19 
	The tracks stepped forward and picked 

	TR
	up the testing costs. My concern is, is that doing
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	it in the field, we would get an instant result that,
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	 22
	 if that showed a violation, we could send that sample

	 23 
	 23 
	up to the University of California.

	 24 
	 24 
	And we were going to have what we 
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	thought was a little mini-trailer, with this piece of
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	analytical equipment in, where we would have to hire what I was told was a CHRB person. And I was told we had no money in the budget for that.
	 And I thought it was much better to do it out in the field because, once the trainers saw that --right? --and the publicity that they'd get at the track themselves --right? --we would, you know --we wouldn't have the problems that we had at the --a certain meet last year. 
	But I'd like it say it, you know, it took us a year. I'm sorry we couldn't have got it any faster.  But I think that it shows that, you know, the CHRB get something done --right? --and not have the negative type of publicity that we've experienced. Thank you, John. 
	CHAIR HARRIS:  Yeah. 
	I think --I agree with you, in a way, although I think that this is going to be a Class 3 violation, which will result in the forfeiture of purse monies and allow stewards to have --impose pretty severe sanctions on the violators. So I think the sanctions are strong enough that someone's not going to be, you know, trying to skirt the rule. 
	And my only concern is that we be absolutely certain that the lab that ran the test 
	And my only concern is that we be absolutely certain that the lab that ran the test 
	was, you know, calibrated right and there was no -there's no arguments that the test was wrong. 
	-


	DR. STANLEY: Scott Stanley. 
	Let me just clarify a couple of things, real quick. I think one of the reasons for concern about how the work is done is the work of measuring carbon dioxide can be done by lots of different instruments. Some of them are quite inexpensive. 
	The work to do it for a forensic, legally defensible result can't be done by a clinical laboratory. It needs to be done on a specific type of equipment with a standard operating procedure criteria for identifying that and confirming that.
	 And I think that's one of the reasons that we're leaning toward uniformity in testing, having it being done by one lab right now, so it doesn't get competition out there and start checking with the nearest local laboratory that can measure CO2. 
	As some of the other jurisdictions have found out, that can be problematic. Their data's not legally defensible. They end up getting overturned in court. And we certainly don't want that in California. 
	The second thing is we did some more analysis on the probability and likelihood of doing the testing at the track. It was more problematic then I think we initially thought in doing that prescreening there and sending the sample for further testing. 
	So we're not recommending that it be done locally anymore because of the problems that potentially could arise. 
	And, lastly, I wanted to verify that Thoroughbred Owners of California have stepped up, as they had talked about and promised, and are providing us a new piece of equipment so that we can handle all the samples that we are going to be doing. 
	They've generously donated a piece of equipment to us to continue on with that, as the racing associations continue to support and pay for the testing. So I wanted clarify that almost all of the organizations that ever promised anything have fulfilled that entirely by either paying for the services or by the racing associations. The TOC and the horsemen have been also very supportive. 
	VICE-CHAIR BIANCO:  Thank you. 
	CHAIR HARRIS: Yes. Ingrid? 
	EXECUTIVE DIRECTOR FERMIN: I would just like 
	EXECUTIVE DIRECTOR FERMIN: I would just like 
	to make the comment that I think that the managements that have been involved should certainly be commended for what they've done because they stepped up to the plate when we could not legally do that. And I think that the time frame is such that it's up to the CHRB to move ahead with the rule. 

	I would suspect that, without changing the rule, we can certainly have a very firm directive indicating what the specifics are for the lab and what the wishes are of the CHRB. 
	I've also spoken with Dr. Jensen about the fact that anybody who is "border" or if there are any problems --that they should be counselled. I know that there were some horsemen who, for instance, without realizing it, were, perhaps, feeding several different kinds of alkalizing agents or whatever. 
	I think that it would be better to counsel those who may be pushing the envelope than to detain and delay the rule where we can assume our own responsibility. 
	CHAIR HARRIS:  Yeah. And I think we need an educational effort but --they'd start, like, right now. But as far as this rule --any rule, we can always change later if we decide to. 
	But is there a motion for -
	-

	COMMISSIONER SHAPIRO: I'll so move. 
	Go ahead. CHAIR HARRIS: --adoption of the rule? COMMISSIONER SHAPIRO: I'll move that the rule 
	be adopted. VICE-CHAIR BIANCO:  Second. COMMISSIONER SHAPIRO: Can I --can I just ask 
	one thing? I think it was Rick Arthur that mentioned it --and I'd like to hear from staff as to --I know some jurisdictions have what they'll call "uniform" --I don't want to say punishments -but --but -
	-
	-

	EXECUTIVE DIRECTOR FERMIN:  Sanctions. 
	COMMISSIONER SHAPIRO: --sanctions -Thank you. --in place. And I think that, in 
	-

	connection with adopting this rule and perhaps other violations, that we ought to consider having minimum sanctions that are in place for different class of violations. And I'd like to know what staff feels about that and if we shouldn't look at that. 
	CHAIR HARRIS: Anybody like to comment on that? EXECUTIVE DIRECTOR FERMIN: We have, in the past --a number of years ago, there were guidelines. 
	And that was prior to the Class 1s, 2s, and 3s, basically, being taken out of the stewards' hands. This is something I'd like to certainly see the Board revisit and probably appropriately go through the Medication Committee. 
	And our comparison with the sanctions of the major jurisdictions throughout the country right now are that we are below the low side.  So if we're going to look at sanctions as being deterrents, we're not there right now. So I would like to personally see that the Board take a look at that. 
	CHAIR HARRIS:  I think we may be below the low side at times, but I think our standards are --our medications standards are above some of the other jurisdictions that -
	-

	COMMISSIONER SHAPIRO: But, as part of the deterrent --I mean the testing is one side of the deterrent. I think if we had minimum standards, without mitigating circumstances, and people realized what they were facing, as a minimum, I think it would be an additional deterrent for people who want to cheat. 
	CHAIR HARRIS: Yeah. 
	COMMISSIONER SHAPIRO: And I think it would behoove us to implement a schedule of minimum 
	COMMISSIONER SHAPIRO: And I think it would behoove us to implement a schedule of minimum 
	standards for violators. 

	CHAIR HARRIS: No. I think that's a good idea. We'll set that up in the Medication Committee. 
	DEPUTY ATTORNEY GENERAL KNIGHT: Can I comment on that? 
	If you --just so that you know what the process is, you can certainly do this. It does --they do have to be adopted as regulations, much like the regulation you're dealing with today. The Administrative Procedure Act requires that they be adopted or you couldn't utilize them for purposes of discipline.  So they would have to be adopted as a regulation. 
	It doesn't mean you can't do it. It just means that they'd have to be -COMMISSIONER SHAPIRO: Well, I think we should 
	-

	do it. 
	DEPUTY ATTORNEY GENERAL KNIGHT: Yeah. 
	COMMISSIONER SHAPIRO: And, again, there will be --if there's mitigating circumstances, we'll include that; right?
	 DEPUTY ATTORNEY GENERAL KNIGHT: That can be included in your -
	-

	COMMISSIONER SHAPIRO: Correct. 
	DEPUTY ATTORNEY GENERAL KNIGHT: --in your 
	DEPUTY ATTORNEY GENERAL KNIGHT: --in your 
	guidelines. 

	COMMISSIONER SHAPIRO: But I want the guy to know that, for his first violation, he's facing -this is his minimum. And if it's a second one, he may be gone. And I think that's a big --as big a deterrent to the testing for people not to cheat. 
	-

	CHAIR HARRIS: Okay. Let's bring that up at a future time. But I agree with you to pursue it. 
	MR. FRAVEL: Mr. Chairman, Craig Fravel, Del Mar Thoroughbred Club. 
	I just wanted to point out that the Racing Medication Testing Consortium is working, doing a lot of the legwork on that subject and should, in a relatively short period of time --and I'm talking, you know, a week --weeks to a month or two --to have national recommendations for those kind of minimums that we're --that incorporated a lot of the old efforts that have been put into that. 
	So and I think that's very doable in a relatively short period of time. COMMISSIONER SHAPIRO:  That would be great. Why don't we get those? CHAIR HARRIS: Okay. There's a motion and a second on adopting this rule. All in favor? 
	COMMISSIONERS' VOICES: Aye. 
	CHAIR HARRIS: Okay. Let's go on. 
	So that would go --if we did have -if we --assuming we would get --the legislation would go into effect --when the legislation goes into effect. 
	-

	COMMISSIONER SHAPIRO: Have you -
	-

	DEPUTY ATTORNEY GENERAL KNIGHT: Yes. Assuming you had approval from the Office of Administrative Law, which is the review agency -
	-

	CHAIR HARRIS: It goes back to them now, anyway. 
	DEPUTY ATTORNEY GENERAL KNIGHT: --you can be --I believe you can submit it to them with an indication that it's contingent upon passage of this -
	-

	ASSISTANT EXECUTIVE DIRECTOR MINAMI: Mr. Chairman, Roy Minami, Horse Racing Board staff. 
	We would --until the law passes, we would not be allowed to send it to the --forward the rule to the Office of Administrative Law. The law would have to pass first. And then, upon enactment of the AB 52, the staff would then provide the Office of Administrative Law the adopted rule. 
	CHAIR HARRIS: All right. Once they get it, 
	are we talking about a period of how long before they would -
	-

	ASSISTANT EXECUTIVE DIRECTOR MINAMI: We're requesting an approval upon filing. So that would take about 30 days -
	-

	CHAIR HARRIS: Well -
	-

	ASSISTANT EXECUTIVE DIRECTOR MINAMI: --by the time -
	-

	CHAIR HARRIS: --I mean, shouldn't there -there should be some waiver process or something where it's pretty simplistic situation we're in that we could give it to 'em now and it's all contingent upon the other law. 
	-

	Have we talked to 'em about that? 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI: My information is that they won't accept it until the law is passed. And then, once the law is passed, we submit it to the Office of Administrative Law and with an effective-upon-filing-to-the-OAL, it would be approximately 30 days. And then it will be in effect. 
	CHAIR HARRIS: I don't know. I don't think that's really acceptable, I mean, unless we've exhausted our remedies. But I think we need to, you know, talk to them and see --explain the whole thing 
	and see if there's some way they could at least approve it, contingent to the other law. 
	I could see if we didn't have --if the other law was there, that obviously it couldn't. But let's --'cause I'd hate to see it drag on and on and on. So we'll set up a meeting with them. 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI: Well, we'll see what we can do -
	-

	CHAIR HARRIS: What you can do.  Yeah. 
	DR. ARTHUR: Dr. Arthur, again. 
	I realize Roy has looked into this quite extensively. But during our Oak Tree meet, we actually looked into the practicality of taking samples that were in violations during our meet and shipping samples to Ohio State the same day that they were confirmed as a split-sample analysis. 
	And that was logistically possible.  I know staff has looked at it and doesn't think that meets the requirements. But there may be other ways to satisfy the split-sample rule until the law is changed. So it may be worth reinvestigating by the CHRB. 
	CHAIR HARRIS: Okay. Well, let's move on, if there's nothing pressing. I think we've pretty well --we've got some issues still in play there.
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	But let's go ahead and move on to -Item "5" is discussion and action regarding Capitol Racing. 
	-

	MR. REAGAN: Commissioners, John Reagan, CHRB staff. 
	This item was placed on the agenda and updates you from the October meeting. At that meeting, Capitol was asked to present, to the Board, audited financial statements and either a letter of credit or a bond in the amount of $1 million. 
	The letter of credit --a copy of that is included in the package. That was provided. And the audited statements, such as they are, were also provided. And the point is that there was just a balance sheet in that --the audited financials -and, at this particular time, having been reviewed by staff, not a particularly strong balance sheet. 
	-

	I understand this morning there was also some questions about the timing the delivery. So let me just cover that right now. I was not in the office on December 31st. 
	But my assistant did receive copies of a draft financial. Large black letters --"DRAFT" -were stamped on that --those financials. There was some scribbles and scratches on the financial 
	-

	statements themselves. And so they certainly looked like draft. 
	Later, we were presented with a final copy of the financial statements on January 7. There was no change in the numbers or the information from what was a draft and what were the finals. But in our estimation, the final was delivered to us on January 7th. And that's the way we see it right now. 
	But, in addition, there were several issues raised by other letters that were presented to the CHRB. And those are included in this package, and we are prepared to discuss those if you wish so to. So that's what we have for now. 
	CHAIR HARRIS: Are there comments on this report? 
	COMMISSIONER SHAPIRO: Yes, I have comments. 
	When we made this request of Capitol Racing, I think we were very clear that we wanted a --we wanted financial statements, audited financial statements, by December 31st.  We did not receive audited financial statements by December 31st. 
	What we received was a draft balance sheet on December -- on December 31st and, as John just said, a final on January 7th. That's not what 
	What we received was a draft balance sheet on December -- on December 31st and, as John just said, a final on January 7th. That's not what 
	the Board asked for. That's not what the Board demanded. And, frankly, I find it unacceptable -what was delivered to us. 
	-


	Furthermore, the balance sheet that was delivered to us --the contents of that are woefully short. The balance sheet shows that "members' capital" is shown as $2 million, but there are items contained in that balance sheet that I don't believe are proper, in proper accounting, to be concluded assets. 
	And based on my review of that balance sheet --and I'm not an accountant, but I've spoken with people here that are --we find --I personally feel that this balance sheet shows that there's a negative net worth of about $430,000. 
	I have grave concerns about the financial wherewith --condition of Capitol Racing 
	LLC. Capitol Racing LLC, I'm assuming, is a single-asset entity, which has no other assets.  And I think it puts the harness horsemen in risk and the harness racing in California at risk. 
	Furthermore, there are issues that have been raised by others, including our staff, where it does not appear that certain funds were properly handled. For example, with respect to some 
	Furthermore, there are issues that have been raised by others, including our staff, where it does not appear that certain funds were properly handled. For example, with respect to some 
	of the commission revenue that they're showing, certain commissions are to be split with the horsemen 50-50. 

	But it appears to us --and we have no record to refute this --that over $2 million was retained by Capitol's commission, when it should have been split with the horsemen 50-50, or a million dollars going to the horsemen. 
	It appears that the SCOTWINC money, as far as we know, was properly accounted for. 
	But I believe there's one other item, which --based on our understanding, which has to do with the unclaimed tickets. It appears that that money also went to the association and was not split with the horsemen, which would be another $114,000. 
	In light of this, I would like to recommend that staff do an investigation and report back to us on this matter more fully. 
	When asked for financial statements, we asked for complete financial statements. We did not see any income statements. And, again, we received a one-page balance sheet with items that are loans and advances and things that are shown as -"overpaid purses" is a receivable, which I don't think is proper --is truly a proper asset. 
	-

	So I would like to recommend that this go to staff and that they do a thorough review of this situation and report back to us. 
	MR. REAGAN:  Commissioners, we can certainly do that. 
	CHAIR HARRIS: I think that's what we need. It's a pretty complex issue. And it's got a lot of ramifications. And I still don't think we really know exactly what we've got here. 
	COMMISSIONER SHAPIRO: No. I think this is very unfortunate. I think that we were very clear. And I did sit with the representatives of Capitol "Harness," about a month or so ago, in my office. 
	And I reiterated to them it was critical that we have complete financials, audited financials by this date. And --and if --if handing us draft --a draft balance sheet, on December 31st, was their idea of compliance, I think it's --it's completely contrary to what we asked 'em for. 
	And prior to that, I know that staff had been asking for many, many months to get --to get financials; had been unsuccessful. 
	It was represented to us, in that meeting, that Ernst and Young was working on them. And in --instead, we get a balance sheet from a 
	company I've never heard of. It's certainly not Ernst and Young. 
	And I believe that what we got was a qualified balance sheet, based on what management said are its assets. So I'm not even sure what we got. 
	And, you know, this is one segment of the horse racing industry that we can't ignore.  And certainly I don't want, in any way, my remarks to mean that I want to see the harness horsemen harmed. In fact, to the contrary. 
	We have allocated a nearly full year's worth of racing to Capitol Harness. And so the entire harness industry is in their hands. And if the association can't meet its obligations --and it has met its obligations, I'm aware of, to date --but this is a shell. 
	And if something happens here, I don't know who we're going to look to and I don't know who the horsemen are going to look to and I don't know who the State's going to look to. 
	And apparently this license --it's my understanding too --that the lease on the facility is up at the end of July. I'm aware that, I believe, this association and others are vying for the lease 
	And apparently this license --it's my understanding too --that the lease on the facility is up at the end of July. I'm aware that, I believe, this association and others are vying for the lease 
	of that facility. 

	And I think it's incumbent upon us to make sure that we have good racing operators who are the guardians of the sport to --to make sure that they're operating. And I find this very disappointing and very disturbing. 
	CHAIR HARRIS:  Well, I don't know if we really got enough data right here to make a decision anyway. But I think we need to -
	-

	COMMISSIONER SHAPIRO: Yeah, we do. 
	CHAIR HARRIS: -- have our staff report back to us at the next meeting with, you know, different scenarios on what is going on here, and we can deal with it then. 
	I suggest we might take --Mr. Bieri might like to comment.  We're not really going to do anything at this meeting anyway, if you'd like to make some remarks. 
	MR. BIERI: Steve Bieri, B-i-e-r-i, Capitol Racing.
	 Chairman Harris, Members of the Commission, and Executive Staff: We invite all studies, groups, inspections that you can do. We've had "allocations" and aspersions cast on us for years. Every one has been proven to be unfounded. 
	And we hope that your staff will dig in totally and go very deep into this and find out what is really going on. 
	This would be an excellent thing. And I applaud you. And we look forward in cooperating with you fully. 
	COMMISSIONER SHAPIRO: Terrific. 
	MR. BIERI: Thank you. 
	CHAIR HARRIS: I appreciate it. 
	Let's take a --just a real short break 'cause we've got quite a few more items. Let's take about a, you know, a 5-minute break and then come back. 
	(Break: 11:05-11:11 A.M.) 
	CHAIR HARRIS: Let's move back in and get started, please. Let's move in. We've got quite a bit of agenda to continue on right here.  Okay. Let's move in and get started here. 
	It's Item 5 we have on the agenda. Okay. We got to move along here. That's for sure. Item 5 on the agenda -- as you will recall, back in the summer, we had some discussions and a proposal from the Jockeys Guild on a new scale of weights and really a new approach to weights for jockeys, which was tabled for further discussion and input. 
	One of the facets of it was the national effort to effectively raise jockey weights because there's concern that, if we do it in California, it needs to be done nationally. And I had asked the racing secretaries to send a representative in to explain what has occurred. 
	I think "Tom Robbins" (phonetic) is going to do that. MR. "ROBBINS": Tom Robbins, racing secretary, Del Mar Thoroughbred Club. 
	For about the last six months, there has been certainly an effort going on, on a national basis --racing secretaries around the country getting together and discussing ways we write the condition book and specifically trying to address the weight issue. 
	And what we have all reached an agreement on --and rather quietly behind the scenes --is, through various methods of how we write particular races, is try to get to a minimum, in most races, of a hundred-and-eighteen pounds. 
	And through a combination of raising certain races a pound or two pounds or, in some cases even more than that --three pounds, four pounds -that, combined with reducing the allowances in a race 
	And through a combination of raising certain races a pound or two pounds or, in some cases even more than that --three pounds, four pounds -that, combined with reducing the allowances in a race 
	-

	where a horse may get weight off as a result of not having won recently or in a claiming race where a horse may enter for a lower claiming price and get weight off for entering --for a lower claiming price --those two things combined --our goal is to -- to get to this level of 118 pounds, in most races, recognizing that, at certain times of the year --the early part of the year, when three year olds have to run against older horses, because we force them to run against older horses because we don't have eno
	-


	What has happened in the past is that some three year olds may be in with 110, a hundred and eleven, or even less than that, based on the conditions of the race. So we feel that we've brought that level up. And most of the races, as I've said, will be at about a hundred and eighteen pound -- at least 118-pound minimum. 
	And this has been happening quietly. Racing secretaries from New York, Kentucky, Illinois, New Jersey, Florida, and California have been meeting on this. I believe there will be a release coming 
	And this has been happening quietly. Racing secretaries from New York, Kentucky, Illinois, New Jersey, Florida, and California have been meeting on this. I believe there will be a release coming 
	out, at some time, addressing this. 

	But, currently, Santa Anita's racing secretary has employed this style of writing his book. The Northern California racing secretaries very soon will --very soon will be adopting this program as well. So it's in the works. It's something we believe is certainly a compromise in getting the weight up. And I'd be happy to answer any questions. 
	CHAIR HARRIS: When you say the previous level --I mean, assuming it's now 118 --what was -say, five or six years ago, what would that level have been?
	-

	 MR. "ROBBINS": Well, as recently as last year, it might be a hundred-and-twelve or a hundredand-thirteen pounds, depending on if the allowance -there may be three allowances in a race --3, 5, and 7 pounds --where a horse may get off from the top weight. 
	-
	-

	What we're going to do is reduce those allowances, maybe only have one allowance in a winner's race so that a horse doesn't get in with a hundred-and-twelve pounds and recognizing that a jockey may have to get down to that --to get down to that weight to make that weight. 
	COMMISSIONER MOSS: So the equipment, on top of that --which they figure it would be about approximately another 10 pounds; correct? 
	MR. "ROBBINS": That's correct. We're not advocating a change in methodology of how these --of how the riders are weighed. I think that's what -personally speaking, I think that's what added to a lot of the confusion last year, when it was presented. 
	-

	We're saying, "apples to apples." This is the way jockeys have been weighed in the past. This is the way they can continue to be weighed. We're just advocating bringing that minimum weight up to a point where it's, I think, a little more acceptable for all people in the industry. 
	CHAIR HARRIS: Okay. Thank you. 
	Did --I know the Jockeys Guild has taken a high interest in this. Did you want to comment on this? 
	MR. BROAD: Barry Broad, on behalf of the Jockeys Guild. 
	Well, the -- whatever quiet meetings occurred, occurred without the presence or invitation of the jockeys. It's something of a continuation of the traditional paternalistic attitude in this 
	Well, the -- whatever quiet meetings occurred, occurred without the presence or invitation of the jockeys. It's something of a continuation of the traditional paternalistic attitude in this 
	industry. 

	The fact of the matter is this is a gesture, a sop, if you will. It's absolutely inadequate. It perpetuates the fraud that exists now. Let me --let me tell you about --and it's just not enough, and it's not right. 
	And, you know, and it's not going make the problem go away because you have this regulation before you, which we'd like you to adopt.  And we're going to introduce it as a bill in the legislature this year, which will include lots of other things in addition to the weight issue.
	 And as we said, we wanted to solve this within the industry. The industry never met with the jockeys once over this, any facet of it, and despite the talk about a national standard. 
	We said that, if we couldn't solve it within the industry, we'll just take the story to the legislature, and we'll tell it there. 
	And there --I don't know --maybe they're more concerned with Homo sapiens than horses, and maybe they won't get the thing about the place that's specifically created so you can vomit. You know, maybe they won't get that at the legislature. They might find that kind of gross. 
	And we don't want to tell the story, but we'll go tell the story. It should be interesting. And the industry's got lots of high-priced lobbyists, and they can probably kill the bill, once or twice or whatever. But we'll just keep trying. 
	Now, looking at Santa Anita's program, from the 7th of January, I believe, if you go to the first race, it's a hundred and twenty-two, a hundred and twenty-two, a hundred and twenty, a hundred and twenty-two.  They're carrying 10 pounds' equipment; so those jockeys could weigh a hundred-and-twelve pounds. That's the reality. 
	The fact is some of those jockeys in that race -- they don't weigh a hundred-and-twelve pounds. They weigh more. So what are they doing? They're having cheating boots or whatever else is going on; so it's just perpetuating the fraud. 
	If you go to the seventh race, it's a hundred and seventeen, a hundred and seventeen, a hundred and seventeen. So the jockey needs to weigh a hundred-seven pounds.  And they don't weigh that. 
	If --in the back of the program, you got, I guess, the races that are being televised. And if you go to some of those, you've got a hundred 
	and eleven, a hundred and sixteen. So it's just -depends on which race. 
	-

	So this gesture is probably going to be slightly helpful, late in the season, in some races. And it's probably the conditions are going to be such early in the year that the weight's going to go way down and the jockeys will be doing all the things they do to their bodies in order to try to make that weight. 

	So this is a really serious public health issue. As far as we're concerned, it's the most serious thing that you have before you. It's more serious or as serious, certainly, than drugging of the horses. And I will say, at least all the species involved in racing directly take Lasix, I guess. I don't know. 
	So this is a really serious public health issue. As far as we're concerned, it's the most serious thing that you have before you. It's more serious or as serious, certainly, than drugging of the horses. And I will say, at least all the species involved in racing directly take Lasix, I guess. I don't know. 
	Anyway so as far as we're concerned, thank you very much. But it's not enough. We want something more, and we want something better. 
	CHAIR HARRIS: I think, obviously, there's different ways to go on any of these things --that we could do a rule at the Racing Board level, or legislature could do it, or neither of us could do it. 
	COMMISSIONER SHAPIRO: Can I ask a question? 
	 The weight that Barry --Mr. Broad was just talking about -- it says a hundred-and-seventeen pounds in the program. 
	MR. BROAD: Uh-huh. 
	COMMISSIONER SHAPIRO: What weight is that? Is that the weight of the jockey without the equipment -
	-

	CHAIR HARRIS: No. 
	COMMISSIONER SHAPIRO: --or the weight of the jockey with the equipment? 
	COMMISSIONER MOSS:  With the equipment. 
	MR. COUTO: With the exception --Drew Couto, Thoroughbred Owners of California. 
	Obviously, we've said throughout that we have great interest in the health of the riders. And we made a proposal early on. The racing secretaries came back with one that I think included additional weight from what was the original proposal.
	 I'd like to clarify something Mr. Broad just said because we've had this argument, over and over and over, about what "weight" is and what it isn't. Mr. Broad just gave an example of program   weight of a hundred and twenty-two and said that means that the rider weighs a hundred and twelve. 
	Well, as they earlier said in this debate, that it's 5 pounds of equipment in addition to the program weight. That is the weight excluded by the regulation, which would include the helmet, the vest, the whip, the safety equipment. 
	So that that rider doesn't weigh a hundred and twelve. They weigh a hundred-andseventeen pounds at a hundred-and-twenty-two pounds because, as we heard many times, there's 5 pounds of equipment that's included in the program weight and 5 pounds of equipment that's excluded from the program weight. 
	-

	So I just wanted to clarify that because we --we've had a lot of problems with getting this information correct. But if you use their 10-pound example, it's 5 pounds below and 5 above. 
	So the rider would actually get on the horse --if it's listed as "122" in the program, the rider gets on with roughly a hundred-and-twenty-seven pounds because of the 5 pounds, which would mean, reduced from that 120 program weight, the rider's weight's going to be someplace around 117. 
	Thank you. 
	COMMISSIONER MORETTI: Drew, I know that we 
	COMMISSIONER MORETTI: Drew, I know that we 
	had this discussion.  And it got a lot of us very confused, even though most all of us thought we knew exactly what we were counting. 

	Why is it that we just don't show the extra 5 pounds in there? 
	MR. COUTO: I don't know. The rule issued by the Horse Racing Board says that the 5 pounds of safety equipment is excluded from the program weight. It's not something they have to weigh with. And that is identified as, again, the helmet, the vest, the whip --and I believe there's one other item, but I don't recall -
	-

	DEPUTY ATTORNEY GENERAL KNIGHT: The bridle.
	 MR. COUTO: The bridle. 
	CHAIR HARRIS: I think it goes --I don't know if that was just the way it was. I think we, conceivably, could do that. I guess there's some concern, on a national basis, that California weights would not really be apples and apples with other jurisdictions' weights. 
	But, to me, it seems like, whatever it is, is what it is, which was part of the jockeys' proposal, which also included some issues on body fat. 
	MR. BROAD: And can I --let me just say, 
	Drew's right. I misspoke. It's 5 pounds. And there's a missing 5 pounds that I guess is on there to make it look like that they're not really -that's not what they're riding with. 
	-

	If that --in other words, that 5 pounds is just --it exists. It's just not accounted for. 
	COMMISSIONER SHAPIRO: So, Mr. Broad, would you prefer --do you care, representing the jockeys, whether the program includes all weight?  I happen to agree with Commissioner Moretti. I don't know why we just don't count all the weight -
	-

	MR. BROAD: Yeah. Right. 
	COMMISSIONER SHAPIRO:  --and that's what it is. 
	MR. BROAD: That's our -
	-

	COMMISSIONER SHAPIRO: But I've heard --I've heard that it's the jockeys who don't want it to appear that they weigh that much. 
	MR. BROAD: What we are proposing, to the extent that we're --I mean I don't know who those jockeys are. But or organization's view is you have a weight for the jockey and that there is a minimum of 10 pounds of equipment that they must carry that's listed. That's the proposal before you. 
	They are weighed separately.  The jockey is weighed once, essentially in the nude. They get their true body weight. Then, when they weigh out, out to the race, they weigh out with the 10 pounds of equipment or if it could be slightly more --or if it's slightly less, it has to be at least 10 pounds --they weigh out with that and they weigh in with the same equipment. 
	So when they weigh out and they weigh in, they should be, you know --have the identical weight, minus whatever the weight of sweat is or something, I mean, if that's anything. They should weigh the same.
	 And they should be weighed every day with their --their naked weight and with the 10 pounds of equipment. And that will tell everybody in the public exactly what they weigh when they get on the horse with the equipment that they are actually carrying. 
	And --and, in addition, our proposal deals with the question of minimum body fat content requirements for jockeys so that they don't engage in these destructive practices. So, it's a proposal that's that all encompassing, if you will. 
	What's being done here is a gesture. 
	And I truly --you know, I accept that it's a gesture, in some sense, well meant or under response to pressure. And it's good to know that pressure works. But what --what it means is that it's going to change from race to race and from time to time. 
	So if what we're really worried about here, which we should be, is that the jockey population meets weight standards that are realistic without doing damage to their health, this will help in one particular race during the day but may not help in the others. 
	So since those jockeys are riding multiple times, they're likely not to change their health practices very much. And they'll do the same things that they're doing to themselves now, which is very harmful. That's our view of it. 
	So, yes, we believe that it ought to be a truthful and totally transparent weight system. 
	CHAIR HARRIS: I think that what we need to do is bring this back. I mean basically the Jockeys Guild is not pacified with this measure. But they did present something which I think they deserve a vote up or down on --on a weight system that we could bring back for discussion and action at a future meeting. 
	It's a pretty complicated system they've got. And we need to get all the input we can on it. 
	COMMISSIONER SHAPIRO: Well, I've never seen it. But --being new, I've never even seen it. But I have to admit that, as long as I've been around racing, that I never knew that, in the program, the weight that I saw wasn't all of the weight. 
	And I'm kind of surprised that --that the public --I'm sure, if I didn't know it, my guess is the public doesn't realize that, when a horse is carrying a 120 pounds, well, that's not really all he's carrying. He's carrying a hundred-andtwenty-five pounds, if I understood what Drew --what Mr. Couto was saying. 
	-

	So I'm kind of --I don't know why we just don't say, "Here's what everything weighs. And --" 
	CHAIR HARRIS: There's two issues. We could say, "Here's what it weighs," but then also what the minimum weight would be. 
	MR. HAIRE: Chairman Harris, Members of the Board, there's been a lot of confusion because what the Guild proposed was to separate the jockey's weight, initially, from the equipment 'cause we know, 
	with the little saddle and all the equipment, it weighs 10 pounds. We know that. 
	So this could be solved. Right now, the horses are getting 19, 20, 22. But then there's another 5 pounds that you add afterward. Why not make it a minimum 125 pounds? And the jockeys get on the scale, like they do in other countries, with all the weight. They check with the --with the helmet and the safety jacket -
	-

	CHAIR HARRIS: Is that the reason, though, that some of those countries, I noticed, are pretty heavy, but they're everything? 
	MR. HAIRE: Everything. And that's the way it should be. I saw some races in Uruguay the other day where they were 133.  But they check with everything. And that's the way it should be. 
	COMMISSIONER SHAPIRO: But why don't we do that? Why don't we do that? 
	CHAIR HARRIS: Well, we just need a different rule if we're going to do that. But it's --I think it's doable. I don't know if the racing secretaries would be concerned that, you know, that it wouldn't --that there are some issues there but -
	-

	MR. HAIRE: But it's all --they'd be all on the same playing field. We're not adding anything 
	MR. HAIRE: But it's all --they'd be all on the same playing field. We're not adding anything 
	that's not already there.  All we're doing is those jockeys get on the scale, and they check with the "saddle towel." They check with the whip. It's 10 pounds. 

	So and make a minimum, which should be a minimum with the journeymen, whether it's 115, 116, or 118. Whatever is decided, that's a minimum. 
	Times have changed where, when they came up with this formula years ago, there was --the helmets were cardboard. There were no safety vests. So now it's time to change it for the good of racing and have full disclosure and with that --when that jockey gets on the scale -- and there should be a minimum of whatever is decided. 
	But 119, 122 --we're just putting a Band-Aid on this.  This needs to be fixed for the health of the riders. 
	EXECUTIVE DIRECTOR FERMIN:  "Darrell" (phonetic), my recall is --and correct me if I'm wrong --but didn't some of this come when the riders were resistant to the safety vest because they did not want that to further penalize their weight? 
	And that's where, as the safety equipment came along, it was added on so as not to penalize, but it was there. So it, in a way, you 
	know --they created this with not --I'm not putting blame. 
	But I'm just saying I think that this is how it all started --that they didn't -- in order to make that vest mandatory, they had to agree that that weight would not be included. 
	CHAIR HARRIS: Yeah. But I -
	-

	EXECUTIVE DIRECTOR FERMIN: And the helmet -as the helmet got safer, it got heavier. And the weight became more. 
	-

	CHAIR HARRIS: Yeah. That whole thing --and that's one aspect that clearly needs to be revisited. But then the proposal -- the parts of the proposal I like are some of the health aspects where jockeys would have to maintain minimum body fat. 
	COMMISSIONER SHAPIRO: Right. I think we're off the subject to what was initially started.  I think there's two issues here. One is disclosure to the betting public as to what the horse is truly carrying. 
	And I think that the first thing that we should do is --personally I think that we should adopt a rule that says, "This is how much the horse is carrying." And if that means that, instead of being 120, it's 125, at least we're being truthful 
	And I think that the first thing that we should do is --personally I think that we should adopt a rule that says, "This is how much the horse is carrying." And if that means that, instead of being 120, it's 125, at least we're being truthful 
	that that's what that horse is carrying. 

	And if that's different than other jurisdictions around the country, there will be a footnote that says, "California-rider weights include equipment." 
	And, therefore, the second issue is, one, "What should the minimum weight be?" which is, I think, what Mr. Broad was talking about.  And I think that we should go back and look at it. And I think we should hear the views of jockeys and everyone else and come to an answer. 
	CHAIR HARRIS: Yeah. Why don't we get, at the next meeting, basically, what we discussed earlier -the proposal from Jockeys Guild, maybe tweaked a little bit here and there --bring it back so we have a starting point. But then, as part of that, one of the facets would be that the weights were whatever they were. We'd get a -
	-
	-

	COMMISSIONER SHAPIRO: What the published weight includes. CHAIR HARRIS:  Yeah. Okay. Let's move on to the next item 'cause 
	we've got a big agenda but -
	-

	THE REPORTER: Who was the latest speaker? 
	CHAIR HARRIS: That was Darrell Haire, 
	H-a-i-r-e, from the Jockeys Guild. Okay. Next is the revisions to the CHRB license application --the race meetings. MR. REAGAN: Commissioners, John Reagan, CHRB staff. 
	Yeah. What we've done here is we're taken the standard application. And over the last few months, we've had a lot of suggestions for possible changes to what is known as "CHRB-dash-17." 
	And what we've done here is --if you look through the adjusted application, you'll see some things are underlined.  Those are what was -what have been added. Others have been lined through. Those have been deleted. And based on some of the changes we made, there's also been some renumbering and whatnot. 
	-

	But let me just highlight quickly the things that have been added. First of all, we make it clear that we want audited financials and, more importantly, for the licensee.
	 As some of the situations have become corporate, we are given financial statements but information about the California Racing Association is in a footnote, based on the entire corporation; so we need financial statements for the licensee. 
	And, in addition, we've also asked about --for information regarding electronic security systems, emergency lighting for the tracks that have lights --the night industry and whatnot -for those that run in the evening. 
	-

	In addition, we've also taken --we asked for information about steps they've taken to increase their on-track attendance and the development of new horse racing fans. 
	And, similarly, we ask for information about advertising budgets, promotional plans, and facilities that have been set aside for new fans as well as any improvements to the physical facility. 
	Now, where we're at in the process is we've taken the application.  We've made these changes --all that I've indicated, underlined, and scratched and whatnot --but at some point, we will determine that we have made all the appropriate changes to the application. 
	And then you will direct us to go ahead and start the rule-making process to make this change permanent because the application itself is included, by reference, in the Horse Racing Board rules. Therefore, changes must go through the regulatory process. 
	So at some point, we will decide that it is complete. The changes, all the changes and the --whatever they are, have been made. And then we can move forward. 
	CHAIR HARRIS: So where are we now? Now, we would basically take another month for people to review it some more and bring it back or what? 
	MR. REAGAN: We're simply at a situation where we've either done enough or we haven't. You can make more changes. Or you can say, "This is" --you say today that "This is good. This is where --this is what we want," and we will start the regulatory process now. 
	Or we can wait a month and wait for additional changes or modifications from wherever; and at that point, you can tell us to move forward. 
	CHAIR HARRIS: Are there any comments from the racing associations impacted by this?  Is there anything in here that we've got that you feel is unreasonable? 
	(No audible comment.) CHAIR HARRIS: I can't believe that. We're just not ready yet. Have the racing associations read this as yet? 
	(Laughter.) 
	CHAIR HARRIS: Well, I don't know.  I hate to just start the rule-making process and then we get it back and there's some little modifications that we want to make. But I don't know. 
	What's the pleasure of the Board on it? 
	COMMISSIONER SHAPIRO: I would move that we accept these changes. And since it's my understanding that the rule-making process takes another 30 days or so, I would move that we accept these changes. 
	MR. REAGAN: Commissioner, I can let you know that we can certainly get started. But the rule-making process itself can sometimes be six months to a year in a sense that we will go out for a 45-day notice period.  It will be on a future board meeting for your approval for adoption. 
	And then, after that, it goes back to OAL for their review for 30 days; and then, once they've approved, it's a 30-day before it's implemented. So there are a number of steps and time frames in the law that we must comply with.
	      So if you give us the go-ahead today, we will get these in the proper form for OAL and get 
	      So if you give us the go-ahead today, we will get these in the proper form for OAL and get 
	them noticed and have the 45-day period, the future Board meeting for approval. And so, like I say, we could be in the summertime before it comes back to you as a item for approval as a finished product. 

	But you're right. If there are changes in the meantime, once we start that process, if there are additional changes, that delays the process because we have to go back out for additional notice of either 15 or 45 days on change. So we want to make sure we have it right before we start the process and --and -
	-

	CHAIR HARRIS: Well, we're probably going to make changes at some point anyway; so maybe we should go ahead and get it started and -
	-

	COMMISSIONER SHAPIRO: Yeah. I mean I was the one that asked for these changes. And I think it incorporates all the changes that I requested. 
	MR. REAGAN:  Okay. 
	COMMISSIONER SHAPIRO: So if nobody has a problem with it -
	-

	EXECUTIVE DIRECTOR FERMIN: My question would be on 11A, where it says, "Name and title of the one person responsible for security controls on the premises" --whether we could make that be a little more detailed as far as a chart of responsibility of 
	EXECUTIVE DIRECTOR FERMIN: My question would be on 11A, where it says, "Name and title of the one person responsible for security controls on the premises" --whether we could make that be a little more detailed as far as a chart of responsibility of 
	what's restricted area and what is not. 

	I think, obviously, the CHRB is -we're very concerned about heightened security, you know, within the restricted area. I notice that the graded stake races and surveillance and such is on here. 
	-

	But I think that we would like to have --I would like to see a firm commitment from management as far as how many people they're going to have, who they are, who's in charge, and some kind of a hierarchy. 
	COMMISSIONER SHAPIRO: That's probably a good change and maybe ask they incorporate an organization chart from each association and with numbers of contact people to be reached after hours and things like that. 
	MR. REAGAN: Okay. We can certainly do that. 
	VICE-CHAIR BIANCO: So do we need a vote on that? 
	CHAIR HARRIS: Sure. Yeah. They don't want --on the financial statements, maybe the way we can go at it is what we want --if it's a subsidiary of another corporation, I guess we would really require that the subsidiary have ample capital to stand as a stand-alone company where you could 
	CHAIR HARRIS: Sure. Yeah. They don't want --on the financial statements, maybe the way we can go at it is what we want --if it's a subsidiary of another corporation, I guess we would really require that the subsidiary have ample capital to stand as a stand-alone company where you could 
	conversely have some type of guarantee from the parent that they would stand behind whatever the -their subsidiary did. 
	-


	MR. REAGAN: Yeah. And more important, we -by having the financial statements for the particular licensee, we get information about that racing association in terms of their revenues from all these various sources as well as their particular expenses and the disposition thereof and so on and so forth. 
	-

	Rather than trying to put it into some kind of a note on a larger corporate financial -
	-

	CHAIR HARRIS: Yeah. 
	MR. REAGAN: --we actually get the separate financials for that licensee with the particular data regarding their California operation. 
	CHAIR HARRIS: Yeah. 
	MR. COUTO: Drew Couto, Thoroughbred Owners of California. 
	I'm not certain what section it would best fit in, but perhaps TOC could request an additional provision in the application be added that all purse funds generated and held by the racing association not be transferred to a parent corporation outside the State of California at any time but that purse funds always remain in the State 
	I'm not certain what section it would best fit in, but perhaps TOC could request an additional provision in the application be added that all purse funds generated and held by the racing association not be transferred to a parent corporation outside the State of California at any time but that purse funds always remain in the State 
	of California and are never transferred anywhere outside, whether that's generated, held, or otherwise. 

	MR. REAGAN: Commissioners, something to that effect, I think, would be Number 5 in the application --"Purse Program." We have Items A through I. There's also a "Notice to Applicant." We can either put Mr. Drew --Mr. Couto's concern in an item such as Number H, when we refer to the bank and account number of the paymaster purse's account. 
	We could make a --expand on that. Or we could add it to the note to the applicant. But if you so desire, we can include that, if that's your wish. 
	COMMISSIONER SHAPIRO: I think that's a good idea. 
	CHAIR HARRIS: I don't understand. What was the perceived problem of that?  I mean my only concern would be so many of these banks are basically international banks and it's hard to say if you're with Bank of America or if you're with Bank of America in California or North Carolina or where. 
	MR. COUTO: Chairman Harris, Drew Couto, Thoroughbred Owners of California. Now, for the past several months, 
	we've been cooperatively, with the racetracks, looking at a migration of the paymaster's office, for a number of reasons, to a single account, probably held under TOC. 
	In the process, there's been information that the purse accounts have been transferred to out-of-state parent companies.  And it's unclear to us whether they have been commingled with other funds, held in segregated funds, if the full amount of the interest has been conveyed to the purse account or only that amount of interest held on monies in the California account. 
	So we'd also like to make sure that, to the extent they're out of state or out of the country, that they are protected against creditors. We don't have that guarantee as well. So by maintaining the accounts in California segregated, I think that would be a very important step to protect those purse funds. 
	And as we saw not --as we saw in other states, there sometimes can be problems associated with purse accounts. 
	CHAIR HARRIS: Yeah. 'Cause clearly those funds should be, like, a trust account to benefit the purses, not commingle 'em with everything else. 
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	MR. REAGAN: We can work with Mr. Couto to add
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	something to the proposed application before we start

	 3 
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	the process.

	 4 
	 4 
	CHAIR HARRIS: Okay. Well, let's --I think 
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	we can go ahead and start it. Whatever --the
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	 6 
	product that we've got today is probably not what

	 7 
	 7 
	we're going to end up with anyway.

	 8 
	 8 
	So if somebody would like to move that

	 9 
	 9 
	we start the process -
	-


	TR
	COMMISSIONER SHAPIRO: I'll move to adopt the

	 11 
	 11 
	new license application as amended in the discussion

	 12 
	 12 
	today.
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	 13 
	COMMISSIONER GRANZELLA: Second.

	 14 
	 14 
	CHAIR HARRIS: All in favor? 

	TR
	COMMISSIONERS' VOICES: Aye.
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	 16 
	MR. REAGAN: We will do so. Thank you.

	 17 
	 17 
	CHAIR HARRIS: Okay. The next item, we

	 18 
	 18 
	touched on before, but we're going to just talk about

	 19 
	 19 
	it in Item 7 is the report and discussion of Autotote 
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	on the status of alternate selection options on
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	Pick N wagers. So I think -
	-
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	MR. REAGAN: Commissioners, John Reagan, CHRB

	 23 
	 23 
	staff.

	 24 
	 24 
	I know Mr. Payton is here, but I just 

	TR
	wanted to refresh everyone. We had the alternate
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	selection for the Pick 6 before the Breeders' Cup scandal. The security changes to that system, to all systems, to address that scandal apparently took away the alternate selection process. 
	And it's simply a matter of time, money, and effort --whatever it takes --to put that back in. And I think Mr. Payton will let us --let us hear about what that might be. 
	MR. PAYTON: Thanks, John. Dave Payton with Scientific Games Racing. 
	Yeah. I've been here before. I've given status reports. And I was probably way too optimistic, thinking we were going to be able to get it done sooner than we could. 
	We obviously understand it's a feature that the patrons are, you know -- they desperately want back. We had it implemented in the late 90's, as John mentioned, and had to disable it after the Breeders' Cup incident at Arlington. 
	When that happened, we needed to turn off anything that was related to transferring information from one system to another on scan --on "scan pools." And that included any "alternaterunner information." 
	-

	And after that, the industry requested that we go ahead and get a new type of scan done so that, after every leg of a race within a Pick 6 or a Pick 4, that information is automatically sent to the host so there is a central place where all information is. 
	That took quite a long time to get all the tote companies to agree how to do it. That work's been done. 
	Then we needed to, as we were the -kind of the instigators to bring the alternate runner to the industry, we needed to propose a way, now, to support alternate-runner capabilities.  So we went ahead and did that. We proposed it to the "TRA 20-20 Committee," again. And, again, the other tote companies adopted our procedure. And that work was done. That work's been developed and is ready to go. 
	-

	One thing that we couldn't do before with alternate runners was offer a pick or a "will-pay" on a race that had a pick -- an alternate-runner selection. And that was, because the way the information was kept, we didn't know what the substitutions were going to be until after the last leg. 
	And that being the case, there was no 
	And that being the case, there was no 
	way to put up a "will-pay" that would mean anything. So we've now --what we've been doing over the last few months is to design, with the "ITSP" (phonetic) changes, ways to be able to support the "will-pays" as well so that, when we introduce alternate-runners, again, we won't take away "will-pays."

	 So all that said, the racing associations have been asking me, for months and months, to hurry up and get this back. So it's been on our list of things to do. 
	What we're looking at right now is being able to bring it back within California by the July time frame, getting it ready for Del Mar's meet. I'm hopeful --hopefully, we'd be able to get it sooner in some places if we could, you know, get some of the work done. But, right now, it's looking like the outside would be that it would be ready again for Del Mar. 
	CHAIR HARRIS: So it would be ready for Del Mar --alternate Pick 6 selections? 'Cause on the Pick 3s and Pick 4s is discussion -
	-

	MR. PAYTON: Pick 3s --keep the Pick 3s separate for a second. This will be Pick 4s and above --alternate runners. 
	CHAIR HARRIS: And that would be alternate; so 
	 1 
	 1 
	 1 
	that would be --could go into effect in --statewide
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	 2 
	in California starting with Del Mar?
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	 3 
	MR. PAYTON: We could have it ready for

	 4 
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	everybody in the state by --by Del Mar's meet. We 
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	might be able to --could possibly get it into Los Al
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	or up in the North, maybe, before that. Maybe we
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	could get it ready for CARF.
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	But I don't know for sure yet. Right
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	 9 
	now, I've been --I've been told that we can 
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	definitely assure Del Mar.
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	CHAIR HARRIS: So that's Pick 6?
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	 12 
	MR. PAYTON: That's the Pick N, which is a 4
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	and above. Pick 3s are different. Pick 3s, we never
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	 14 
	instituted an alternate runner for. There was a -
	-
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	the reason for it is that the way the information is

	 16 
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	kept in the systems is different than it is for

	 17 
	 17 
	the --for the Pick Ns. It's actually the whole pool

	 18 
	 18 
	is transferred. It's a matrix that's sent from one
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	system to another. 

	TR
	And that was always a large estimate,

	 21 
	 21 
	a large project for all the tote companies to come up

	 22 
	 22 
	with a way to handle that. We still don't have an

	 23 
	 23 
	answer for that. The estimate that I've got to

	 24 
	 24 
	implement alternate runners on Pick 3s is a thousand 

	TR
	programming hours.
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	And, you know, when they give me numbers like that, they don't really mean too much. It just means that they know it's a lot of work, and they're not sure what it's going to take yet so -
	-

	CHAIR HARRIS: I think one of the suggestions on that is that you have a consolation payoff, like we do on a double -
	-

	MR. PAYTON: Yeah. And that's addressed in some of the other recommendations that's -
	-

	CHAIR HARRIS: Is that doable? I mean could that create a problem for -
	-

	MR. PAYTON: Those are just rule changes. We've implemented those in other parts of the country as well so -
	-

	CHAIR HARRIS: I think that might be the best solution there. Okay. Thank you. 
	MR. PAYTON: Thank you. 
	CHAIR HARRIS: Okay. Let's move on to --I need to get a couple of action items out of the way because we might lose a few Board Members. 
	Let's go to Item 12, which is the discussion, action by the Board on the request of Bay Meadows Foundation to distribute charity proceeds in the amount of 64,500 to 23 beneficiaries. 
	MR. REAGAN: Certainly. Commissioners, John 
	Reagan, CHRB staff. 
	As required by law, the Bay Meadows Foundation has received the money from the tracks -sixty-four five is what they propose to distribute to 23 beneficiaries. It does require the Board's approval. 
	-

	We have reviewed the application, their proposal. And it does meet the various requirements in law about certain percentages going to certain types of groups. So we do recommend approval of this request. 
	CHAIR HARRIS: Any discussion on this? 
	(No audible response.) CHAIR HARRIS: Do I have a motion?          VICE-CHAIR BIANCO:  I'd like to make a motion. CHAIR HARRIS: It's been moved by Bianco. 
	And second by -COMMISSIONER MOSS: Second. CHAIR HARRIS: -- Jerry Moss. 
	-

	All in favor? COMMISSIONERS' VOICES: Aye. CHAIR HARRIS: Approved. 
	Okay. We've got Del Mar. Go ahead with that. MR. REAGAN: Similarly, Commissioners, we have 
	the request from Del Mar included in the package. We have reviewed it. It does meet all the various requirements of law. And we recommend approval. 
	CHAIR HARRIS: A motion on that? 
	VICE-CHAIR BIANCO:  I'll make a motion. 
	COMMISSIONER MORETTI: Second. 
	CHAIR HARRIS: Second. 
	All in favor? 
	COMMISSIONERS' VOICES: Aye. 
	CHAIR HARRIS: We've got Hollywood Park, which is the largest -- a hundred-ninety-twothousand. 
	-

	MR. REAGAN: And we have reviewed that, found it to be in order, and recommend approval. 
	CHAIR HARRIS: Make a motion? 
	VICE-CHAIR BIANCO:  Move approval. 
	CHAIR HARRIS: Moved by Commission Bianco and seconded by -
	-

	COMMISSIONER SHAPIRO: Second. 
	CHAIR HARRIS: --Commissioner Shapiro. 
	All in favor?
	 COMMISSIONERS' VOICES: Aye. 
	CHAIR HARRIS: Okay. I just wanted to get those out of way. We've still got a lot of time; so don't leave. You might make the first race; but you 
	CHAIR HARRIS: Okay. I just wanted to get those out of way. We've still got a lot of time; so don't leave. You might make the first race; but you 
	got ADW, when you think about it. 

	Anyway --okay --the next thing -don't lose my train of thought --the report on the California Performance Review Commission, which is known as "CPR" which --I don't --is somebody prepared to give that or --yeah. Go ahead. 
	-

	MR. NOBLE: Commissioners, Paige Noble, CHRB staff. 
	Yeah. I'd like to bring you up to date on the latest regarding the California Performance Review and just to kind of recap what's happened up to this point. In early 2004, Governor Schwarzenegger initiated a top-to-bottom review of California government. And this was called the "California Performance Review," what we refer to as the "CPR." 
	The CPR --the purpose was to provide recommendations regarding restructuring and reorganizing and reforming state government. In August of 2004, the CPR report was issued. And it contained over 1,200 individual recommendations pertaining to state operations and structure. 
	Included in the CPR report was a recommendation to eliminate 117 boards and commissions, including the California Horse Racing 
	Included in the CPR report was a recommendation to eliminate 117 boards and commissions, including the California Horse Racing 
	Board. The CPR recommended that the CHRB no longer operate as an independent board, that the Board be eliminated, and that the Board's functions and responsibilities be transferred to a newly proposed department called the "Department of Commerce and Consumer Protection." 

	In October of 2004, the CPR Commission concluded the last of eight public hearings. And then, in November of 2004, the Commission submitted its report and recommendations to the governor. 
	Now, the Commission's report to the governor at that time did not specifically mention the CHRB. However, the Commission recommended to the governor that the administration evaluate the boards and the commissions that had been proposed for elimination. 
	Earlier this month, on January 6, the governor submitted a government-reorganization plan to the Little Hoover Commission. 
	Now, in the reorganization plan, the governor proposed to reform or eliminate 94 boards and commissions that are either obsolete; whose functions are duplicated elsewhere within state government; have either outlived their usefulness, provide regulatory hurdles, or functions are already 
	Now, in the reorganization plan, the governor proposed to reform or eliminate 94 boards and commissions that are either obsolete; whose functions are duplicated elsewhere within state government; have either outlived their usefulness, provide regulatory hurdles, or functions are already 
	being fulfilled. 

	Fortunately, the aforementioned descriptions did not fit the CHRB because the governor did not include the CHRB on the list of boards and commissions recommended for elimination. 
	However, there have been some comments from the governor's office that indicate any board that was on the original target list that was not included, on the list that was just recently submitted to the Little Hoover Commission, could be subject for future review. 
	This item is for discussion at this point. However, CHRB staff will closely monitor any future reorganization plans submitted by the governor for its impact on the CHRB. 
	CHAIR HARRIS: Any comments from the Commissioners on this? (No audible response.) 
	CHAIR HARRIS: I think we need to work with the governor's office and give them any information they need. I think --from the industry and Board perspective, I think everyone felt that there was a clear need for CHRB to be a state entity.
	 And, you know, I think we can always reinvent ourselves as we go along and try to do a 
	 And, you know, I think we can always reinvent ourselves as we go along and try to do a 
	better job on different things. But I think it would be very difficult if this agency was under some something that didn't have apply to racing at all. 

	COMMISSIONER MORETTI: Paige, my suggestion would be that staff prepare some kind of response to the governor's office that includes a description of the duties of the CHRB, other than the licensing duties, because it's my understanding that, initially, most of the boards and commissions that were subject to what you were talking about --to elimination --were --could all be categorized as "licensing boards," of which there are literally dozens. And they are duplicative in many ways. 
	Where the CHRB stands out, as do some other commissions and boards, is the fact that we -our oversight in the medication issue is extremely important as well as the other issues that would pertain to upholding the integrity of the sport. So I would suggest that we might want to focus on that. 
	-

	MR. NOBLE: Sure. We can certainly put something together. 
	CHAIR HARRIS:  That's a good idea. 
	COMMISSIONER SHAPIRO: Does that bring into question whether or not California should join the Racing License Consortium? I mean if there's an 
	COMMISSIONER SHAPIRO: Does that bring into question whether or not California should join the Racing License Consortium? I mean if there's an 
	issue as to concern on licensing, I understand the legislation now provides that we could be part of a national racing license. 

	But for some reason, which I don't know, I've heard that, I guess, we wouldn't make as much money or the State wouldn't make as much money if we joined that consortium. I don't know if that's been revisited or if that would be of concern to the governor's office, if maybe they would see it as a benefit if we were part of that and took that task out of the hands of having to license everybody. 
	I mean from a horse -
	-

	CHAIR HARRIS: I think we still would. But I agree we should take a look at a national license. I think it would only impact a few percent of our people that are multistate.  But it's something we should look at. 
	COMMISSIONER SHAPIRO: I mean, if you're a horse owner, it's a real pain if you want to ship your horse to West Virginia and you have to get and make sure you pull --you get a license in time to be able to race a horse for one race. 
	CHAIR HARRIS: It's a barrier to people that we want to get into the game. 
	COMMISSIONER SHAPIRO:  Right.
	 123 
	CHAIR HARRIS: What is the background on this? 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI: Roy Minami, Horse Racing Board staff. 
	Commissioners, we do accept the Racing Consortium licenses. However, the difference is that we need to make sure that our fees are paid and that the background investigations and the fingerprints are taken the same as the California. 
	So in other states, the --they may not require fingerprints or certain kind of background checks. But as long as the individual fills out an application for the national license and submits to us with the fees, then we will accept that. The difference is, is those licenses are processed through the ARCI.
	 And the main thing that we want to make sure is that the background checks and the fees are paid to California. But we do --we will accept --we do accept those. 
	COMMISSIONER SHAPIRO:  All right. But going the other way, for our horsemen that are based here and race in other jurisdictions, they have a problem. And so I don't know if we shouldn't revisit it and look to see if, you know --I don't know what extent we really do background searches and all those things 
	on every licensee. But I would think that we should revisit this. 
	CHAIR HARRIS: Yeah. It seems to me that, if somebody ships in for one race, by the time we ever get his background checked and fingerprint check and everything back, it's six months later anyway; so -
	-

	COMMISSIONER SHAPIRO: I mean, yeah -
	-

	CHAIR HARRIS: --I'm not sure if we're really --it's kind of a -
	-

	COMMISSIONER SHAPIRO: -- how useful is it? 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI: The -
	-

	my understanding is that the national license, though, is the --is gone through the clearing house of the ARCI. So we provide the horsemen with the proper license applications. And those are shipped directly to the ARCI and processed from there to the other state that the individual licensee wants to race at. 
	CHAIR HARRIS:  Let's get --we ought to get into this later, but I -
	-

	COMMISSIONER SHAPIRO: Right. 
	CHAIR HARRIS: --but I agree we've got an issue here which we should -
	-

	DEPUTY ATTORNEY GENERAL KNIGHT: Can I comment on that? The Board did enter the interstate -
	DEPUTY ATTORNEY GENERAL KNIGHT: Can I comment on that? The Board did enter the interstate -
	-

	there's an interstate compact. There's actually a statute that deals with it in your Act. And the statute does require what Roy was describing. It requires that they still satisfy the California requirements, you know. That's my recollection of the problem. 

	The way the statute was passed if -for California to join this interstate compact, it had to maintain its licensing standards. So if there was any licensing standard that was a lesser requirement than California had, they still would have to meet the higher standard when they came to California. 
	-

	So that's the reason why they --when they come here, they still have to meet, in some cases, the background check with DOJ and so on. So it would take a law change to --but it --you know, you certainly can revisit it. But we do have statutes -
	-

	CHAIR HARRIS: Yeah. Let's revisit the whole area. 
	Okay. Let's move on, then, to Item 9 is the discussion and action of the Board on the policy of releasing names of individuals who have been served with complaints, accusations, or rulings 
	Okay. Let's move on, then, to Item 9 is the discussion and action of the Board on the policy of releasing names of individuals who have been served with complaints, accusations, or rulings 
	 1 for Class 1, 2, or 3 medication positives and the 2 best methods to utilize for the release of this 3 information. I think our staff has a proposal on 4 that. 5 ASSISTANT EXECUTIVE DIRECTOR MINAMI: Roy 6 Minami, Horse Racing Board staff. 7 The --currently the information on 8 Class 1 and 2 --Class 1, 2 and 3 positives are -9 become public under the Business and Professions Code
	-


	 10 once an accusation or a complaint is served upon a 11 licensee. 12 Now, the current practice of the Board 13 is that we don't actively disclose or disseminate the 14 information of trainers who have been served with 15 complaints or accusations for a Class 1, 2, or 3 16 positive. 17 The exception is that, on certain 18 high-profile trainers, information will be given to 19 Mike Marten, our information officer, for      20  dissemination to the media, upon their request. But 21 we don't do it on every si
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	CHAIR HARRIS: But -
	-

	ASSISTANT EXECUTIVE DIRECTOR MINAMI:  I think, what the staff would propose, rather than an active dissemination is, that, upon the service of a complaint or accusation, the Board will post such service on its website. 
	So we're not actively disseminating. However, we are making the information available to individuals who want to find out what the latest complaint or accusation has been. We would post that on our website to make it available to the public. 
	CHAIR HARRIS: Yeah. I think that should be the policy. I think we want to be as transparent as possible. I think there was some confusion back on the high bicarbs --why we wouldn't release those names. 
	And the problem was that we, under the statute, could not release names of people that were charged. We couldn't charge people for something that was not in violation of anything. So it wasn't any --any subterfuge on the part of CHRB or anybody. It was just that we physically could not release these names. 
	But now, anything that is a 1, 2, or 3 --once the person is charged, I think putting it 
	But now, anything that is a 1, 2, or 3 --once the person is charged, I think putting it 
	on the website's a good way to do it. It's accessible to anybody; and it doesn't discriminate if you're a big trainer or a small trainer or anything. And I think that that will do it. 

	I think the press will start picking up on it. And then they can use that information any way they want. 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI: We would also if, you know, once --it does become public once the accusation or complaint is served; so, in addition to the website, if we have an active request, as a Public Records Act or if Mr. Marten gets a request directly from the media, then he would also be free to disclose that -
	-

	CHAIR HARRIS: Well, anything on our website, if it was requested, I mean -
	-

	COMMISSIONER SHAPIRO: I don't think --I don't think we should actually comment on --if we take an action --we take an action and we post it, I don't think that we should differentiate between any trainer and simply make it available. 
	And I don't even see why we need to disseminate it if requested. It's on the website for people to see the website. And they can -
	-

	CHAIR HARRIS: If it's a public record -
	-

	anything --people can request anything if it's a public record. They're not protected. But I don't think it's going to happen very often, anyway, if they can just go to the website. 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI: The only information we would be disclosing would be the name of the trainer, the drug substance, the classification, the horse's name, the name of the track, and the date of race. 
	COMMISSIONER MOSS: I'm sorry, Roy. But wouldn't that be accompanied by a Notice of Meeting with the stewards or something regarding that? 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI:  It could be, if it's scheduled at the time of service. 
	COMMISSIONER MOSS: Right. 
	ASSISTANT EXECUTIVE DIRECTOR MINAMI: We could 
	also indicate the Notice for the date of the hearing. But anything beyond that, we would not be able to disclose because it would still be considered a "pending investigation" and the case would not be closed at that time. 
	EXECUTIVE DIRECTOR FERMIN: Generally, when the accusation goes out, there has been at least --a hearing date has been set. It isn't always kept because people want continuances. 
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	But I think the real important thing
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	is that everybody has to be treated the same.
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	COMMISSIONER MOSS: I agree.
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	MR. MARTEN: Mike Marten of the Horse Racing 
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	Board staff.
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	where we issued releases on high-profile licensees.
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	That changed, I think, about '98 or '99. And we 
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	Administrative Hearings, then our policy changed. 
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	When it went to the Attorney General's 
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	office, we didn't have the same dialogue with the
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	attorney --Deputy Attorney Generals. I wasn't
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	receiving the accusations or complaints from each and
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	every Deputy Attorney General.
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	Therefore, it went back to the 
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	well, to be consistent, we would issue no releases.
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	But the high-profile cases go back five or six years
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	ago. Everyone was treated the same for the past,
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	roughly, five years. 
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	CHAIR HARRIS: I think the website's the best
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	solution 'cause otherwise it looks like we're
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	commenting on the merits of the case and all, which
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	is bad because we don't want --because we, as a
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	Board, someday may have to rule on that case. 
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	So I think it's better that it's out
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	there. And the reporters are good at digging out
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	whatever information they have as long as they know
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	that it's there.
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	 14 
	Anything else on this? 
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	(No audible response.)
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	program. 
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	MR. REAGAN: Commissioners, John Reagan, CHRB
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	staff.

	 22 
	 22 
	We have people from the CMC today.
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	There was nothing available for the package that we
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	have for this meeting. But I understand that, since 

	TR
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	they'll give to us today. 
	MR. FRAVEL: Mr. Chairman, Craig Fravel. I am the Chairman of the California Marketing Committee, which comprises six individuals who are in representative positions. 
	Under the way the statute is written, there was one representative from Northern California racing associations, one from the Southern racing associations, two representatives of the fairs, and two representatives of the Thoroughbred Owners of California. 
	The California Marketing Committee dates back to the origination --in a sense, it dates back to the origination of satellite wagering in California. In 1988, when satellite wagering began, there was a provision in the law that provided that 1 percent of the money generated at satellite-wagering facilities went into what was called the "1 Percent Fund." 
	And under the previous law, the 1 Percent Fund, which aggregated to it substantially more money than is currently paid into these funds, was controlled by host racing associations during their individual race meets. 
	And there was, like any other 
	And there was, like any other 
	marketing programs in this business, a tremendous amount of dissatisfaction with the way that money was spent and primarily on behalf of the fairs, who felt that the constant practice of the racing associations to advertise only their meet on opening and closing day, which, candidly, most satellite-watering patrons didn't care that much about, was unproductive and resulted a change in the law in conjunction with, I believe, the expansion of satellite wagering to permit multiple signals to be taken four or f

	The original legislation contemplated a sunset date of July of 2004, when that legislation would no longer be effective. And had that sunset provision been --not been extended, the money would have reverted back to the racetracks and the horsemen as essentially leftover distributions under the horse racing law. 
	The California Marketing Committee, as I said, is a six-member organization.  We meet routinely or regularly to try and analyze our programs. Obviously, the marketing issues in this 
	The California Marketing Committee, as I said, is a six-member organization.  We meet routinely or regularly to try and analyze our programs. Obviously, the marketing issues in this 
	business are difficult. And everybody has a different perspective on how they should be --on how the money should be spent. And there are trade-offs and political discussions, I guess, that go on in the context of the Marketing Committee.

	 But, overall, we have tried very hard to move the ball forward and to do things that are beneficial, statewide, for the funds. 
	When the extension of the program was in question, legislatively --that was the beginning of last year and much of last summer --we had a variety of meetings with industry representatives to discuss how the funds should be allocated or should the sunset be extended. 
	And the current budgets are basically a reflection of those meetings, which included virtually every constituent group in the business. And we then agreed upon the piece of legislation that extended the sunset provision to the end of 2005. 
	So we currently have a statutory authority to continue to allocate these funds through the end of 2005.
	 I believe that the Committee --or the Commission has been provided with a copy of the two-year budget that was agreed upon last year, when 
	 I believe that the Committee --or the Commission has been provided with a copy of the two-year budget that was agreed upon last year, when 
	we were working on the sunset provision. And we have now done some modifications, more recently, to the 2005 budget and will be providing this Board with the full reconciliations on 2004. 

	Like many other entities, we're closing out the books on '04 and should, within the next month --within the next month, have a complete record of the expenditures for 2004.
	 I'm not sure if you want me to go into great detail on, you know, what the programs are that we do or simply suggest that, you know --one thing we have done in the past is sit down with Board Members individually or in groups, to the extent that's permitted by the Brown Act, and review what we spend our money on, how we spend it, and answer your questions, rather than take up a lot of time at these meetings. 
	We'd be happy to do that. Or I'd be happy to respond to them now. CHAIR HARRIS: Any questions from the Board? (No audible response.) 
	CHAIR HARRIS: I think there is a lot of angst out there, as far as the --basically the effectiveness of the money and how it's spent. And I don't know if we really have enough information to 
	really judge it one way or the other. But I think we really need to look at the budget. 
	One of my concerns -- would there be some evaluation process by a third party that could say, "Okay. You spent, you know, X-amount of money on this area of promotions and that worked or didn't work or whatever"?
	 It's always tough in marketing to say what works and what doesn't work. But, at least, there's some effort to quantify the amount of money spent. 
	MR. FRAVEL: Well, and, again, that's not something that the Committee certainly has any objection to. And we'd be happy to, you know, entertain that kind of --we are doing some research in conjunction with -- the NTRA directed some of the programs that we have currently. And we should be conducting that within the next month as well. 
	And I guess what I would suggest is that, you know, we can prepare a much more comprehensive report for the Board. If you have a committee that it should be, you know, presented to first, we'd be happy to do that or sit down individually with people and go through that.
	 But, again, this is a very open 
	 But, again, this is a very open 
	budget. And we'd be happy to answer any questions and respond to ideas. And I think the one thing that we have conceded amongst the committee -
	-


	And, by the way, when we do meet, anyone who really wants to come to those meetings is invited. It's not meetings that are in secret or, you know --and anyone who would like to be on the list for notification when these meetings are, is more than welcome to attend, as well, and provide ideas and suggestions. 
	COMMISSIONER SHAPIRO:  I --it appears --and I have the --I received that. There's a budget of about $5.6 million for the first year. And certainly you're right. We all have our personal comments as to what we think works or doesn't work. 
	What I can't tell, from just looking at the budget, is what the effect of, for instance, the Golden State Rewards Program actually has been. I have no idea what the success is in terms of bringing customers back and how often they're -they're using their betting to --are they participating more? 
	-

	MR. FRAVEL: Yeah. 
	COMMISSIONER SHAPIRO:  I can't tell anything, just looking at a budget. So I'd be interested in 
	COMMISSIONER SHAPIRO:  I can't tell anything, just looking at a budget. So I'd be interested in 
	seeing what the results are. 

	MR. FRAVEL:  Well, let me make this suggestion --and I'm not trying to delay things. I mean we can move very quickly on this because we have a lot more information than, candidly, I think you'd ever want to see. 
	If you'd like to kind of sit down with me --you and I could talk in the next week and we can get with "Shannon" (phonetic) and get a list of some of the things you'd be interested in --we can prepare, you know, information that's directly responsive to the questions you have rather than --I mean we will proceed in any fashion you'd like but -
	-

	COMMISSIONER MORETTI:  Craig, I would also like to get an update on some of the activities. It seems like it's been a couple of years since there's a been a full Board presentation. 
	I'm not saying you need to take up the time of the full Board but --and I don't need a fancy PowerPoint or anything --but, just, I'd like to have a description or we can have a conversation and find out what you all have been up to because the only one I'm actually aware of is the award program. 
	CHAIR HARRIS: Yes. I think we can set up a date sometime. And it wouldn't necessarily be a
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	Board meeting but maybe just get a couple of us from the Board and some of the different interest groups to take a look. 
	There's a lot of money being spent, and there's a lot of concern that we're not showing any growth. And maybe this isn't, you know --maybe we're not spending enough money --but that we have oversight. It has come up 'cause you're going to have to get it extended --the sun --it's going to continue after a while. And there would have to be a new bill. 
	MR. FRAVEL: Yeah. There would have to be legislation to do that. And like many other things, we'd have to have a consensus on proceeding with it for, you know, another year or two years of the program. 
	But I'll be happy to make the arrangements to do that and contact Mr. Shapiro's office and Ms. Moretti's office and try to find a time that we can all sit down and go through that and see what kind of information you guys would like to see. 
	CHAIR HARRIS: And then I don't think I've really gotten a budget --if you could send all of us, you know, anything that you have so we could 
	CHAIR HARRIS: And then I don't think I've really gotten a budget --if you could send all of us, you know, anything that you have so we could 
	review it before the meeting. 

	MR. FRAVEL: Yeah. We'll provide that to each of you as well as Mr. Reagan. 
	COMMISSIONER SHAPIRO: I would suggest that you circulate it because the people to my left have never seen the budget. I don't know about the people over there. 
	CHAIR HARRIS: Is it just a one-page budget?
	 COMMISSIONER SHAPIRO: Yeah. It's a one-page budget. And, you know, frankly in very --$2 million goes to the GSRN programs. There's a million five in there for "Supercharge." There's $430,000 for satellite marketing. 
	The California Racing Campaign is $250,000, which, I think, is sending somebody to try and bring horses to California, if I'm right. There's a total of $630,000 that is being spent on replay shows, both in North and South -Southern California and $90,000 on radio shows and $240,000 for "purse supercharging" and --and another $250,000 for workman's comp and a hundred-andforty-five-thousand for administration of the program. 
	-
	-

	You know, I personally question some of these issues. And, for instance, the replay 
	You know, I personally question some of these issues. And, for instance, the replay 
	show --I don't really know why we're using this marketing money for just a replay show. I think replay shows for the horse bettors are readily available on our ADW sites, and most people can probably pretty easily get them. 

	But, again, I don't want to second-guess you. But I would like to discuss --have a discussion on some of these issues because we had a meeting yesterday of a group of us --which you were supposed to be at; sorry, Craig --to talk about how we market racing. 
	And I know, in that group, there were some good ideas and some different thoughts that should be shared with the CMC because maybe there's a different way that should be gone on this --we should go when there's a collaborative effort of a variety of people from the industry. 
	MR. FRAVEL: We'd be happy to do that. And I'll contact your offices to try and arrange follow-up and give you much more detail on all those items that you mentioned. And I just have to say -
	-

	COMMISSIONER SHAPIRO: Thanks. 
	MR. FRAVEL: --one thing. Some of the issues you have brought up are items that we have argued and fought over amongst ourselves as well. So they're 
	clearly legitimate sources of inquiry and discussion. And we would welcome that. Thank you. 
	CHAIR HARRIS: The Board really doesn't have a --any real power over this marketing. It just gets a report. But I think we do have an obligation to see if it's a good program. And basically there's a big issue over if it's a program that should be supported legislatively for it to extend the sunset. 
	Okay. We've got the discussion by the Board and report from staff on the concluded race meeting in Hollywood Park from November 3 through December 20. 
	MR. REAGAN: Yes. Commissioners, John Reagan, CHRB staff. 
	This is a little bit more than an end-of-meet report.  We do include the handle and pari-mutuel statistics.  But there is also some comments and concerns indicated in the item, in reports that were forwarded to the headquarters from the investigations group, the veterinarian stewards, as well as, like I say, the overall numbers. 
	Just briefly, the average --and we look at the averages because the number of days change from year to year there. The average daily handle was down a half a percent, almost; on-track, 
	Just briefly, the average --and we look at the averages because the number of days change from year to year there. The average daily handle was down a half a percent, almost; on-track, 
	down 4 percent; off-track, almost 2 percent.  Of course, the ADW was up a good amount, although that's shrinking as we get the ADW matured. 

	But, overall, those are the pari-mutuel statistics for the meet as well as comments and concerns from other parties. That's what we have for you today. 
	CHAIR HARRIS: Yeah. There are numerous concerns expressed that, I guess, were submitted by the investigators and the veterinarian and the stewards. 
	Has Hollywood Park had an opportunity to take a look at these or really evaluate what they feel they can do, going forward?
	 MR. BAEDEKER: Rick Baedeker, Hollywood Park. 
	We've had an opportunity, since we received the packet; but I can tell you that --and I would like to say I think this is a really good idea to, after the meet, to have this CHRB staff identify any issues that need to be fixed. 
	CHAIR HARRIS: I might add, just to that, too, this was --I mean this is where it started. But I guess it is something we do plan to do with all the racing associations. So we're not just picking on Hollywood Park. 
	MR. BAEDEKER:  Yeah. So I think it's a great idea, and I think it will be productive. But this one's the first one out of the chute, I guess; and we didn't have a chance to look at any of this until a couple of days ago. 
	And also none of these issues were brought to our attention during the course of the meet. So we certainly would invite staff, as soon as there is a problem, to come to us; and, you know, if we can address it immediately, we will. I would like to talk about a couple of things. 
	One thing that is kind of troubling here are the comments about security because, personally, I was very proud of the work that our security staff did in response to the requests from the Board. And I'd just like to give you a couple of statistics here.
	 On a daily basis, there were six uniformed police officers on the backside. There were an additional five to seven uniformed police officers assigned to the surveillance team. So, all in all, there were twelve to fourteen uniformed police officers on the backside on a daily basis. 
	And I know the Board had requested that there be a higher profile presence back there. 
	So I think we did accomplish that. 
	Also, because we were not able to get all of the personnel that we needed from the union, we had to go outside and get an additional five to seven individuals, security individuals, to perform the surveillance duties. Now, these individuals had been trained in what to look for, from a security standpoint. 
	We spoke with Dr. "Bell" (phonetic) today and his concerns about training --I don't speak for him; he can obviously do that himself -but we understand that his concerns were more for these individuals being trained in horse etiquette and what to do around a horse and what not to do around a racehorse. 
	-

	So had we been aware of that, we would have taken immediate action. And we certainly will, going forward. 
	So I think that, if you have any questions about the security back there during the fall meet, I've got "Don Barney" (phonetic) here, our chief of security, who can answer those questions in more detail, if you'd like. 
	The other things --I mean we've gone through each of them. I don't need to bore you, 
	The other things --I mean we've gone through each of them. I don't need to bore you, 
	 1 unless you want me to. I can --I can bore people on 2 demand, if need be. 3 I think I would like to address the 4 racing surfaces. We always have split opinions on 

	the racing surfaces. The dirt track --there's no 6 question we had --it seemed to be an anomaly --we 7 had a high number of injuries this fall. There's no 8 question about that. Had we been able to go out and 9 do something to that racing surface and fix it, we 
	certainly would have done it. 11 But we've got people, you know, that      12  are highly trained here. And I can tell you that, 13 since the end of the meet, we've been --as we've 14 gotten any kind of break in the weather, we've been 
	out on the main track. And we're doing a lot of 16 levelling. 17 And once we do get a --we've got to 18 allow the trainers that are there an opportunity to 19 train now because, obviously, with all the wet 
	weather, they haven't been able to do that. So 21 they're catching up on their training. 22 But I assure you that, before the 23 spring-summer meet, there will be significant 24 renovation and laser-levelling of the main track. 
	You're also aware --it's not in 
	You're also aware --it's not in 
	here --but you're also aware of the problems that we had with the turf course. And I want to address that in front of all the Commissioners. 

	147 
	147 
	147 


	There is a systemic problem with the turf course. It wasn't build for winter racing. It was build for spring-summer racing.  And when it's dry --it's a Bermuda turf course; and it performs very well during the spring-summer. 
	When we do have rain during the fall, it is --it has always been very slow to dry out. For whatever this reason --for whatever reason, this year there were a couple of spaces, a couple of spots that simply did not dry out. And those were the problem spots.
	 And when the jockeys expressed concern about their safety, then we took races off of the turf. And the timing of one of those decisions was unfortunate but unavoidable. We will conduct a major renovation of the turf course following the spring-summer meet. 
	Fortunately, the horses will not be on the backside this year. We rotate, as I think you know, between Santa Anita and Del Mar so that, every other year, we can go back there and do the major repairs that are needed in the stable area. 
	Well, the good news is, this year, the horses will be at Santa Anita, and we will be dark. So immediately following the conclusion of the spring-summer meet, we will go in, take the turf course up, and fix the drainage problem. It will be a major undertaking. And we're still studying the engineering aspects of it at this time. 
	If there are specific other questions about the report, I'd be happy to answer them. CHAIR HARRIS: Any questions for Mr. Baedeker about the report? COMMISSIONER SHAPIRO: I don't have any questions. And I'm glad you addressed those issues. 
	The number of breakdowns at this fall meet was .53 per day --racing day. In other words, half a horse died per day, which is just, you know, horrible. 
	The fiasco that occurred with the turf situation, I think, could have been handled better and both from the management side but also, I think, that our --from the stewards, frankly. And I think that it was very unfortunate. 
	The more macro, or larger, question is what the future holds. When you look at your cross-town rival here, they've invested probably 
	The more macro, or larger, question is what the future holds. When you look at your cross-town rival here, they've invested probably 
	65,000 --$65 million on improvements at Santa Anita. And it raises the issue as to what Hollywood Park is doing to improve the game. 

	And to date, there haven't been any improvements that are sorely needed. And I keep hearing rumors that Hollywood Park is not staying there, they're moving, and everything else. 
	And when you couple that with declining attendance and a declining handle, which is threatening the viability of the Southern California racing, and, you know, it start --I start saying, "Well, what is the future? What is the commitment of the Churchill Downs to improve the facility and promote racing at Hollywood Park?" 
	And so I'd just like to, you know, pose to you, if you can give us --if you can enlighten us at all as to improving the plant to bring fans, along with improving the track's surfaces so we don't have these fatalities. 
	MR. BAEDEKER: Well, if the --I --I hope that the answer on the racing surfaces --I would invite you to go back historically. This racing surface has had a better record than the others in California over the last many years. 
	And so, this fall, I readily 
	acknowledge we had an anomaly here. We had a high number of breakdowns. That had not been, historically, the case.  This has been a very safe racing surface over the years. 
	So we're going to go in; and as I said, we're going to make changes and hopefully fix that and make major changes to the turf course. 
	COMMISSIONER SHAPIRO: Will they be done before the spring meeting? 
	MR. BAEDEKER: They will. 
	COMMISSIONER SHAPIRO: Okay. 
	MR. BAEDEKER: Yeah. It could have been done by now, had we had a break. 
	Regarding the facility itself, Churchill Downs has invested $20 million in capital in the five years that it's owned the racetrack. Churchill is evaluating future investments in the Inglewood property. We have made every investment that we've needed to make to, you know --for the convenience of the fan.
	 It's a major, major undertaking to perform a significant remodel on that --on that 60-year-old grandstand building, including probably demolition of the northern one third of it. So I cannot give you specifics on a master plan for the 
	 It's a major, major undertaking to perform a significant remodel on that --on that 60-year-old grandstand building, including probably demolition of the northern one third of it. So I cannot give you specifics on a master plan for the 
	building at this point. 

	I can give you a commitment that I am working on it, day in and day out, with Churchill. And before too long, we'll --I'll be able to give you specifics. What we've done in the past is we've remodelled area by area. 
	Again, dealing with an old building like that, there are some things that cannot be done. For instance, the renovation of the box seat area is only possible by building a superstructure on top of the box seats because, that concrete is so old and degenerating, it can't be repaired. You have to go in with an iron superstructure on top of it. 
	It's a huge --it's a huge job and one that would probably would require us to close the building during "ITW." So, you know, those are -these are tough calls. But I --as soon as I've got a plan that I can share with you, I'd be happy to do it.
	-

	 COMMISSIONER MOSS: Can I ask one question? 
	Rick, what would you say is the percentage difference between, like, breakdowns during racing and breakdowns during training? 
	MR. BAEDEKER: I don't know the answer to that question. And I really would like to get those 
	MR. BAEDEKER: I don't know the answer to that question. And I really would like to get those 
	statistics. They are available to us; so I -
	-


	CHAIR HARRIS: Yeah. This --well, it does show here that, between training and racing. But, of course, our breakdowns are sort of the tip of the iceberg 'cause you get injuries and this and that. 
	But what was the --I don't know if the --what was this figure you quoted? 
	COMMISSIONER SHAPIRO: Between the period of 2001 and 2003, Santa Anita spent $45 million on capital improvements.  Hollywood Park rebuilt the clubhouse "mutuel line." I don't know what that cost. But other than that, I don't show any capital improvements. 
	MR. BAEDEKER: Well, you have a very incomplete report. I can tell you, when we first got there, we remodelled the entire main line of the grandstand. We remodelled, at the same time --this is now in the year, I guess, 2000, when I first got there --we remodelled half of the clubhouse building or --I'm sorry --level. 
	The next year, we remodelled the rest of it. We've gone through every inch of the building, since Churchill has taken it over, and remodelled. Now, it doesn't mean that we've built superstructure restaurants over the box seats like 
	The next year, we remodelled the rest of it. We've gone through every inch of the building, since Churchill has taken it over, and remodelled. Now, it doesn't mean that we've built superstructure restaurants over the box seats like 
	Santa Anita did. I'm not claiming that. 

	But we've gone through every inch of the building and remodelled it since Santa Anita's been there. 
	Some of the things you don't see, for instance, are the $250,000 in improvements we made to the jockeys' quarters last year. We built a separate jockeys' quarters for the female riders. And we were expanded, we enlarged the jocks' room for the male jocks and put in a --including putting in a new kitchen. 
	And I don't know where you got the report. I certainly didn't have any input into it. But I'd be happy to give you details on everything that's been done by Churchill. I think you're probably aware that we did go in and spent a million dollars on the backside, putting in "horse past" (phonetic) to get rid of the problem we had back there with rocks coming up from underneath. 
	We also had a beautification program back there and remodelled the racing office this year. And there are a number of things that I just --I don't --I have no --I'm not privy to the report that you're looking at, Commissioner. 
	So I would appreciate having input 
	So I would appreciate having input 
	into something like this, particularly before it's brought up in a public meeting and I'm caught completely by surprise and don't have the ability to respond in an educated way. 

	CHAIR HARRIS: I think that's fair that --I think all of us --all we want to do is see Hollywood --it's got the same problems that all the tracks have that they're just --it's not, you know, going in the right direction as far as attendance and handle on-track. 
	And we just need to figure some way to bring that back. And I think we just want to be sure that Churchill joins us in that commitment, which I think they do. 
	MR. BAEDEKER: I'd look forward --and if this is an invitation, I will detail everything that we've done, not only from a capital standpoint but from a marketing standpoint to try to improve business on-track. 
	COMMISSIONER SHAPIRO: Believe me. I'm not -we're -- I'm not trying to blindside you or do anything. I'm just concerned; and I hear these rumors; and I have no clue, you know, what's happening. I'm sure you hear the same rumors that I hear, you know, that you're moving to Los Al, you're 
	COMMISSIONER SHAPIRO: Believe me. I'm not -we're -- I'm not trying to blindside you or do anything. I'm just concerned; and I hear these rumors; and I have no clue, you know, what's happening. I'm sure you hear the same rumors that I hear, you know, that you're moving to Los Al, you're 
	-

	moving to March Air Force Base. 

	I don't know what's true. And I'm just trying to say, "What are we going to do to get people on the track and increase the popularity?" That's my only motivation. 
	Table
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	MR. BAEDEKER: 
	We have that goal in common. 

	TR
	CHAIR HARRIS: 
	Okay. 
	Let's move on to the 

	next. 
	next. 


	DR. JENSEN: Just a point of information about the training injuries --what's reported include injuries that occur at not only the host track, the home track, but also the auxiliary track.  So I don't have the breakdown for you but -
	-

	CHAIR HARRIS: Yeah. I know some of us are wondering about that. So an injury that would have occurred at Hollywood Park, say, in the fall meet -would that just occur at Hollywood Park or is that -did they pick up some horse breakdown at Santa Anita? Did they pick that one up too? 
	-
	-

	DR. JENSEN: Yes. The training injuries include the injuries that occur at the home track and exist --and in addition to the other -
	-

	CHAIR HARRIS: Yeah. I don't know if that reporting's the best way to do it. Can you separate between -
	-

	DR. JENSEN: Well, you can separate it. mean you can separate between auxiliary and home track. 
	CHAIR HARRIS: Yeah. But I think what I was referring to, Richard, that I mean it reports the rate was up, although it wasn't up that much over some of the previous years.
	 COMMISSIONER MOSS: Point I'm making from all of this is --sorry, Chris; one second -
	-

	MR. McCARRON: Sure. 
	COMMISSIONER MOSS: --is that, oftentimes, you have breakdowns on tracks and it's not the track's fault -
	-

	CHAIR HARRIS: Yeah. 
	COMMISSIONER MOSS: --you know. It also -the trainer made a mistake --you know? --shouldn't have ran a horse at that particular time. And they've gotten a lot of heat for it. It's --it doesn't make the track very attractive for people who want to because of these breakdowns. And maybe it's a public relations exercise. 
	-

	But because certain trainers have a notoriety --they can get press anytime they want and are looking for excuses as to perhaps why they're not doing very well --you know, the track takes it in 
	But because certain trainers have a notoriety --they can get press anytime they want and are looking for excuses as to perhaps why they're not doing very well --you know, the track takes it in 
	the neck, you know. 

	So I was just curious about where these breakdowns were going on. So I just wanted to pursue that for a minute. And I'm finished. Thanks. 
	CHAIR HARRIS: Okay. 
	MR. McCARRON: Chris McCarron, Santa Anita Park. I wish I could get this thing to stay down. 
	Thank you very much, Commission Moss, for that introduction because that's exactly where I was going. Now, I'm not up here to defend Hollywood Park or Rick Baedeker. He does a very good job of that himself. 
	But I would like to share with you that we hired a surveyor, to come out to Santa Anita Park, right after we closed our track this past summer. Hollywood was open for training during Del Mar. And we peeled the track back. And we dropped the grade on the straightaways. 
	And while we had the track peeled back, we shot the track in 160 different locations. And it's the first time, according to "Steve Wood" (phonetic), that this had been done --a surveying of the base --in over 15 years. We were very pleased to discover that the track was incredibly uniform; that we had very, very few and very minor problems 
	And while we had the track peeled back, we shot the track in 160 different locations. And it's the first time, according to "Steve Wood" (phonetic), that this had been done --a surveying of the base --in over 15 years. We were very pleased to discover that the track was incredibly uniform; that we had very, very few and very minor problems 
	with the base. 

	So I would venture to guess and say that, if they did the same sort of process and research at Hollywood Park, they would --they would also be very pleased with the results that they got. 
	That being said, I think Commissioner Moss touched on something that is very crucial to this whole analysis. And that is discretion. And I certainly don't want to make any accusations or allegations.
	 But one of my major concerns is the growing use of the shock wave-therapy machines.  That has a lot to do with --I should say that potentially has a great deal to do with the increased number of breakdowns.  I don't know that for a fact. I do know that the use of the shock wave-therapy machine is growing, is increasing. It's being used by trainers all over the country. 
	And it just sort of opens the door for more potential indiscretion on the part of a trainer. When the Board here instituted the regulation that stated that the certain number of days that a horse cannot be entered after they've been treated with shock wave therapy --that doesn't preclude a trainer from attempting to get a horse off the vet's list by 
	And it just sort of opens the door for more potential indiscretion on the part of a trainer. When the Board here instituted the regulation that stated that the certain number of days that a horse cannot be entered after they've been treated with shock wave therapy --that doesn't preclude a trainer from attempting to get a horse off the vet's list by 
	utilizing the shock wave-therapy machine. 

	There are a lot of different things that are --could be of grave consequence because of the use of this machine. 
	So I implore this Board and I implore all of the managements of the various racetracks in California to keep close tabs on the use of the machine and make sure that we get the right regulations in place so that this type of --this type of treatment doesn't run rampant because it only will serve to further the increase in these numbers. 
	CHAIR HARRIS: Yeah. I think we need to really put that on an agenda for a future meeting or at least in a Medication Committee and look at. I was under the impression it wasn't that widespread. But let's take a look at that. 
	But anything else on the Hollywood Park meeting? 
	(No audible response.) 
	CHAIR HARRIS: I think, mainly, you know, we don't want to keep fighting the last war. Let's fight the next one and just see some of these things, that we can improve, improved upon. 
	MR. FRAVEL: Craig Fravel, Del Mar Thoroughbred Club. 
	Two items: One is, I think, in past years, we have sat down before each of our race meets with the stewards for that meet, as well as CHRB staff, and reviewed a number of the issues that I think are included in that report I read through related to Hollywood Park. 
	We found that enormously helpful, both in dealing with issues that had come up --you know, when you're not running constantly, sometimes an incident occurs at another racetrack and you don't pay quite as close attention to it. And, fortunately, the stewards often have views on things because they were at those tracks. 
	I think that would be a good standard of practice for every association to sit down. And it doesn't take a lot of time, you know. We spend two hours, 10 days or a month before the meet, with the official veterinarians; with the medical, equine medical director; the staff; the executive director. 
	And it has eliminated a lot of concerns and issues on our part just by virtue of having done it ahead of time, rather than waiting until a week or two into the meet. 
	And the second thing is related to the statistical database on breakdowns.  And I got a 
	And the second thing is related to the statistical database on breakdowns.  And I got a 
	chance to see some of that information. I think it would be good for to us sit down with the staff and Dr. Jensen and review that data, not the data itself --I mean, ultimately, I'd like to review the data itself --but I do think we owe it to ourselves to do a more comprehensive job on analyzing that information and compiling it. 

	I mean, for example, for Mr. Moss's suggestion --I mean how many of those horses that broke down or were hauled off were claiming versus allowance versus stakes horses?  I mean how many were on the turf? How many were on the dirt? How many horses broke down in the morning versus the afternoon? You know, as a percentage of your recorded workouts, what's the percentage? 
	I mean we have a lot more horses on our racetracks than other tracks. I just think we could do a heck-of-a-lot better job compiling the information and keeping it and prevent it being used in uninformed fashions by working together to get a little bit better database, you know, maybe even including that in "CHRIMS" somehow so that we can have it available to us to look at and understand and try to eliminate the causes of a lot of these things. 
	Until we get there, there's 
	Until we get there, there's 
	tremendous data that's part of the postmortem program that Davis has, and I think we can --we owe it ourselves to work on that and make it better. 

	CHAIR HARRIS: Yeah. We have a lot of capabilities with all these necropsies. And I agree. We need to use it, utilize it better. 
	COMMISSIONER MOSS: We also should just take a minute to encourage, perhaps, the turf journalists, who are, you know, reporting, you know, some of these catastrophes on behalf of certain trainers to talk to other trainers that are also training on that track and get their views because it doesn't have to be a big black picture, so to speak.  You know? 
	And I think it was very damaging in a lot of ways, that certain trainers experience these problems; and it made it look as if everybody was having those problems, when that wasn't the case. 
	EXECUTIVE DIRECTOR FERMIN: I would just like to endorse exactly what Craig said. I think that the --as a steward at Del Mar in the past, those meetings have been very valuable.  And I would endorse that we have all of the racing associations have similar meetings. 
	In fact, Santa Anita did have that this year. And I think that it really smooths out a 
	In fact, Santa Anita did have that this year. And I think that it really smooths out a 
	lot of things before they might happen. 

	CHAIR HARRIS: So communication's the key. And it seems, like a lot of times, things do slip through the cracks. 
	Okay. I'm going to turn the meeting over to Commissioner Bianco 'cause I have to leave. 
	VICE-CHAIR BIANCO:  Okay, John.
	 COMMISSIONER MOSS: Oh, I got to go too. 
	VICE-CHAIR BIANCO:  Okay. 
	COMMISSIONER MORETTI: Bye-bye. 
	VICE-CHAIR BIANCO:  We're losing everybody. 
	COMMISSIONER SHAPIRO: We don't have a quorum. We don't have a quorum. 
	CHAIR HARRIS: You don't have any more action items. 
	VICE-CHAIR BIANCO:  No. 
	COMMISSIONER SHAPIRO: We have to adjourn, don't we? 
	VICE-CHAIR BIANCO:  Well, I think we can adjourn this meeting. And thank --thanks -
	-

	CHAIR HARRIS: You don't have to adjourn if you don't have a quorum. You just can't pass any action items. 
	COMMISSIONER MORETTI: We don't have any action items so -
	-

	VICE-CHAIR BIANCO:  Well, there's no more action items on here. 
	CHAIR HARRIS: Well, you've got some discussion items. 
	COMMISSIONER MORETTI: Yeah. 
	VICE-CHAIR BIANCO:  Oh. Just got the reports on the jockeys. 
	MR. REAGAN: I think the next item is 15. 
	VICE-CHAIR BIANCO:  Oh, Pacific Racing Association? 
	MR. REAGAN: This is the end-of-meet report for the recently concluded -
	-

	VICE-CHAIR BIANCO:  Yes. I'm sorry, John. 
	MR. REAGAN: Okay. Yeah. Included in the package, Commissioners, is the standard end-of-meet report. We have the five-year spread, also the summary for Pacific, the Pacific meet. 
	The average daily total handle, up 
	1.76. However, the on-track and off-track were down -- 6 and change; also 7 and change.  The exported handle and ADW handles, of course, up; so the total was, just like I say, just 1.7. So that is --those are the numbers for the Pacific meet. And that's what we have for you today. 
	VICE-CHAIR BIANCO:  Do I have any -
	VICE-CHAIR BIANCO:  Do I have any -
	-

	COMMISSIONER MORETTI: Any questions? 

	CHAIR HARRIS: -- any questions from Commissioners? 
	COMMISSIONER MORETTI: Nothing. 
	VICE-CHAIR BIANCO:  We approve your report, John. 
	MR. REAGAN: Thank you, sir. 
	VICE-CHAIR BIANCO:  Go to new business, I guess. 
	COMMISSIONER MORETTI: No. Actually we have a committee report. 
	VICE-CHAIR BIANCO:  Huh? Let me get it. 
	COMMISSIONER MORETTI:  Number 16. There we go. 
	VICE-CHAIR BIANCO:  Richard, I'm sorry. I almost cut you off too. Committee report on the Ad Hoc Committee on the Jockeys Guild. 
	COMMISSIONER SHAPIRO:  We submitted --the Ad Hoc Committee --we, on behalf of the Ad Hoc --Ad Hoc Committee, a letter was submitted to the Jockey Guild requesting information. We've received a letter back from them. We --it was a pretty exhaustive list of information that we asked for. 
	They're in the middle of some audits right now. They're overwhelmed. We have a follow-up 
	They're in the middle of some audits right now. They're overwhelmed. We have a follow-up 
	meeting with Barry Broad that will be next week in Sacramento. We're going to meet with them and try to coordinate getting all the information that we need. So there's really nothing else to report right now blank. 

	VICE-CHAIR BIANCO:  Is there any comment? 
	MR. BROAD: Barry Broad on behalf of the Jockeys Guild.
	 Let me just say I've had numerous conversations with Commissioner Shapiro. We've spent quite a few hours on the telephone discussing this and a whole range of issues in the horse racing 
	industry. 
	industry. 
	industry. 
	And I just want to say a couple of basic 

	points. 
	points. 
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	The Horse Racing Board has statutory 


	authority to regulate the California health insurance plan that's in the Business and Professions Code. There's an annual audit that's required in the statute. And the Board is entitled to all the books and papers that are relevant to ensuring that that plan does what the statute requires. 
	At the same time, I just want to make it very clear that the Horse Racing Board does not regulate the internal affairs of labor unions in the larger sense. Its jurisdiction is very limited.  And 
	so we need to sit down and scope what's relevant and what's not relevant. 
	The United States Department of Labor regulates labor unions. That's their job. The United States Department of Labor regulates "ERISSA" (phonetic) self-funded health and welfare plans, which is essentially what this is. 
	Right now, as Commissioner Shapiro mentioned, there are three audits occurring -statutory audits going forward --one for California, one for Delaware, and one for Massachusetts.
	-

	 In addition, the United States Department of Labor currently --I think today --is beginning their normal audit process of the plan as an "ERISSA" plan, as I understand it. So there are four simultaneous audits going on of the same health plan. 
	So and the Guild just went through a process, in the last few months of last year, with Mr. Reagan supplying all kinds of information related to this. So we want to make it clear that we're absolutely going to cooperate with whatever there is that we want to do. 
	And, frankly, I've suggested to the Guild -and they're fine in this --at some point, to 
	And, frankly, I've suggested to the Guild -and they're fine in this --at some point, to 
	be quite frank about this, the Guild is now in a, like, "When did you last beat your wife?" mode with all this. 

	So the Guild supplies an audited report to the State. And somebody goes to the industry press and says, "The auditor isn't a real auditor." 
	So my suggestion is that the --that ultimately, maybe the best solution to this, instead of asking the Guild to send 10 years of health insurance claims to the Board in Sacramento, that the Board simply hire its own independent auditor and send that auditor to the Guild's offices to spend whatever time they want to do going through the records related to the health insurance to ensure that the plan is being run appropriately. 
	Let me make another couple of basic points. In all these sort of amorphous allegations, there are --there are things that are --that are basically issues that are related to a dispute, an ongoing dispute, that the --that the --that the tracks have nationally with the Guild over the purchase of their media rights and what that money is used for. 
	That's a private contractual matter, 
	That's a private contractual matter, 
	and that's a labor dispute. And as Mr. Shapiro and I have talked about, that is not the business of this Board to intervene in that dispute. And that -there is no agreement in place. It has lapsed. 
	-


	The Guild has one position. The tracks have another.  Someday, it's going to get sorted out somewhere, but it's not a part of this dispute. 
	Some of these allegations, as I read them in the industry press, tend to confuse various things. They say, "A catastrophic health insurance plan that was cancelled that affects jockeys in states that don't have workers' comp got cancelled and somehow it's related to the California health insurance money." 
	That's raising all kinds of issues. And you need to satisfy that --yourselves that that's not true. But it's my sense that it's created a sense of confusion out there about what is and what isn't happening. 
	Pointedly, I worked on this legislation originally. Over the last 10 years, periodically, someone has said, "Aha. This money is not being used for California jockeys. It's being used for jockeys in other states. There's something 
	Pointedly, I worked on this legislation originally. Over the last 10 years, periodically, someone has said, "Aha. This money is not being used for California jockeys. It's being used for jockeys in other states. There's something 
	wrong with it."

	 It's happened in this administration of the Guild and in the prior administration of the Guild. It's never turned out to be true. It's turned out not to be true. And I have every reason to believe there's nothing to it now. 
	No one has said --and I would be greatly disturbed if there were jockeys running around saying, "I want to the doctor, and my bill didn't get paid." 
	"I went to the hospital, and my surgery didn't get paid. And now there's a lien on my house." 
	That is not what's alleged anywhere, that I can understand.  So people's health insurance is being --is being paid now. That doesn't mean that you should not satisfy that --yourselves that this money is being spent appropriately. 
	I saw one thing in one of the industry news suggesting that claims in Delaware and claims in California were being paid, you know, once by --the same claim was being paid twice. That would clearly be wrong, probably illegal, perhaps a criminal issue. You should definitely satisfy yourself that that's not true. 
	However, there is an appropriate level of your jurisdiction and an inappropriate level. And that's what we need to sit down and straighten out. And we have every intention of doing that. 
	But I want to be clear --and I represent numerous unions here. 
	And if the Service Employees International Union or the Teamsters that have jurisdictions at the track, that have people licensed to work at tracks were to receive a letter from this Board that said, "Could you please send us every W-2 of every employee that works for you or all the travel claims for your union," that you would receive a letter back from them saying "No. You have no jurisdiction to ask for that. Those are matters between us and the United States Department of Labor that regulates the intern
	-

	So I just want to --I just want to make it clear that there is a larger principle at stake here that we have to also vigorously protect. And but I think that, when we're done --all said -all is said and done, you will get everything that you need. You can hire an auditor and send that 
	So I just want to --I just want to make it clear that there is a larger principle at stake here that we have to also vigorously protect. And but I think that, when we're done --all said -all is said and done, you will get everything that you need. You can hire an auditor and send that 
	-

	auditor. 

	And the only thing I would ask is that, when you --if and when you reach the conclusion that there is no substance to these allegations, that this Board commit to publicly stating that the allegations are groundless or that there is nothing out of order. 
	I think the Guild has taken enough hits, publicly, over this; that the regulators owe it that courtesy, if that's what occurs. So thank you. 
	VICE-CHAIR BIANCO:  I don't think we're trying to, you know, get into the internal workings of, you know, the Guild. But I think, you know --do you have any estimate on a time line of these audits -you know, is it three months? four months? --that you're going through so we can get the information that Richard is asking for? 
	-

	MR. BROAD: Well, some of these audits are completed, but what you guys are asking for is not audits. I don't know how long -- the US Department of Labor. The other three things are, like, regular, I think, six months' audits that occur that get turned over to the Board -
	-

	VICE-CHAIR BIANCO:  Uh-huh. 
	MR. BROAD:  --or the various commissions and 
	MR. BROAD:  --or the various commissions and 
	have regularly been turned over all these years. 

	Right, John? Is that essentially what occurs? 
	MR. REAGAN: Right. 
	MR. BROAD: The --you're asking --for example, I believe that you asked for all the health insurance claims themselves, in other words, the claims history of every claim going back, essentially, to the inception of this plan. 
	That's voluminous documents. And you asked for them to be produced, along with all this other information, by, I believe, tomorrow. I think what we need to do is talk about --and what I intend --who I intend to have at that meeting is the chief financial officer of the Guild, whose --who deals with all this stuff and basically work out, "Hey, here's what it needs to produce these documents." 
	To some extent, it maybe makes sense, for example, like I was saying, for you to hire an auditor and let your own auditor go through health insurance claims. If you want to go through thousands of health insurance claims, that's fine. But maybe that's the more sensible way to do it. 
	There's also, obviously, an issue of 
	There's also, obviously, an issue of 
	the Guild --if it's auditing for three states and it's auditing for the US Department of Labor, you're ultimately spending health insurance dollars, if we're doing audit on top of audit on top of audit of the same thing. 

	So we also need to figure out what information the Board already has in its possession --based on the normal relationship that the Board has had over the last 10 years as this thing --this --this law has been in place --and what you need. And is there a sample that you need of certain things? Is there --in other words, we need to really scope it out. 
	My sense is that, you know, we try to supply information on a kind of a time line, like, "Here's what comes up in two weeks. Here's what we'll supply in three weeks. Here's what's realistic in, you know, a month" and get it to you. 
	If you receive a big thing with 5,000 pages of health insurance records, you're going to also have to be thinking about how your staff --what staff resources you have to review that -
	-

	COMMISSIONER SHAPIRO:  Commissioner Bianco -
	-

	MR. BROAD: --and what it means. I mean it has to mean something so -
	-

	 1 
	 1 
	 1 
	COMMISSIONER SHAPIRO:  --Commissioner Bianco?

	 2 
	 2 
	VICE-CHAIR BIANCO:  Yes.

	 3 
	 3 
	COMMISSIONER SHAPIRO: We have set up a

	 4 
	 4 
	meeting wherein John Reagan, Mrs. Fermin, Mr. Knight,

	 5 
	 5 
	and myself will be meeting with Mr. Broad and, I

	 6 
	 6 
	guess, the C.F.O. of the Guild to try and come up

	 7 
	 7 
	with an orderly manner to get all this information as

	 8 
	 8 
	quickly as we can.

	 9 
	 9 
	It's --it was not the purpose to try

	      10  
	      10  
	and deluge --deluge the Guild and submerse them into

	 11 
	 11 
	a bunch of paperwork.

	 12 
	 12 
	But in speaking with Mr. Reagan

	 13 
	 13 
	yesterday, the type of audit that has been done, I

	 14 
	 14 
	think, has been limited; and it hasn't really gotten

	 15 
	 15 
	down underneath to see exactly who's made what claims

	 16 
	 16 
	and were they pursuant to what the intent of the

	 17 
	 17 
	health and welfare plan was?

	 18 
	 18 
	And so we look forward to sitting down

	 19 
	 19 
	and working cooperatively with the Guild to get the

	 20 
	 20 
	answers. And as I've said to Mr. Broad, many times

	 21 
	 21 
	now, that, if we find everything is in order, we'll

	 22 
	 22 
	take-out a nice big --put out a nice big press

	 23 
	 23 
	release that says, "The Guild is great group of guys.

	 24 
	 24 
	And go, Guild." So we have no problem with it.

	 25 
	 25 
	But we obviously have concerns. And I
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	think our concern goes just beyond --does go beyond the accounting; that we need to make sure that the Guild is operating in a professional manner as the guardian of these funds. 
	And so I think that both Mr. Broad and I are on the same wavelength there. We seem to have a meeting of the minds, although we can agree to have some differences. But we'll work through those. 
	VICE-CHAIR BIANCO:  Very good. 
	No further questions. 
	MR. BROAD: Thank you very much. 
	MR. COUTO: Again, Drew Couto, Thoroughbred Owners of California. 
	I, too, have had the opportunity to have several conversations with Barry. And I'd like to think that those have been very friendly and productive. There are a couple of points that Mr. Broad raises that I'm not sure are that clear. 
	One, if we go back to the December meeting, when this issue first came up and Mr. Fiss was here, TOC made the request that the Board request the documents because the statute specified the Board is the proper entity to request those. 
	Mr. Fiss then volunteered --and it's reflected in the minutes on Page 30; and it's also 
	Mr. Fiss then volunteered --and it's reflected in the minutes on Page 30; and it's also 
	reflected in the transcript on Page 186, I believe it is --that Mr. Fiss volunteered to provide all documents requested by TOC to --to clarify the current dispute. And that's in the testimony, and it's in the minutes. 

	We did send out a letter. 
	The letter was met with a letter back from counsel for the Guild indicating that they would not comply, that the Board was the appropriate venue despite the representation that Mr. Fiss made to the Board and to TOC. 
	I would defer to Mr. Broad with regard to issues of what is or what is not a "union." But I'd --it's my understanding --and Barry can probably clarify this --that the Guild is actually not a union and that the National Labor Relations Board does not exercise jurisdiction over the racing industry and therefore doesn't take jurisdiction over the Guild. 
	So the Guild, while in some sense operating as a union, is not, in fact, a union. 
	And what we are talking about here is not dues money. We're not talking about the use of dues money. And I think Mr. Broad accurately says, if this Racing Board were to ask one of the other 
	 1 
	 1 
	 1 
	unions in our industry how they are using dues money

	 2 
	 2 
	and information on each individual, they would

	 3 
	 3 
	properly have a right of privacy.

	 4 
	 4 
	However, what we're talking about here 

	TR
	is money allocated for the health and welfare of

	 6 
	 6 
	riders, which is basically public money coming by

	 7 
	 7 
	virtue of a statute. Again, that statute is

	 8 
	 8 
	19612.19.

	 9 
	 9 
	Some of the riders --who are friends 

	TR
	of ours, just for many years having been here, and

	      11  
	      11  
	colleagues --have raised these questions. And

	 12 
	 12 
	TOC --and I think Mr. Broad knows this --is not out

	 13 
	 13 
	on a hunt to discredit, in any way, the Guild.

	 14 
	 14 
	But our colleagues, our friends, our 

	TR
	neighbors who ride here have asked for more

	 16 
	 16 
	clarification. And I think we're going to get there.

	 17 
	 17 
	It's a painful process. But right now, I would like

	 18 
	 18 
	to keep the facts straight.

	 19 
	 19 
	The Guild will only produce these 

	TR
	records, not to TOC, but the Board. And I'm not

	 21 
	 21 
	certain that they are, in fact, a "union," as

	 22 
	 22 
	proclaimed.

	 23 
	 23 
	And, again, I would defer to Mr. Broad

	 24 
	 24 
	on that issue. Thank you. 

	TR
	VICE-CHAIR BIANCO:  Thank you.
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	Any other questions on the matter or comments? 
	(No audible response.) 
	VICE-CHAIR BIANCO:  Okay. Let's go to the next item. Any type of general business? communications? reports? 
	(No audible response.) 
	I guess okay there. I don't know if there's --any old business? 
	(No audible response.) 
	VICE-CHAIR BIANCO:  Well, I think that we can safely say that we can conclude the meeting.  Thank you. 
	(Proceedings concluded at 12:59 P.M.) --0o0-
	-
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