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PROCEEDI NGS

EXECUTI VE DI RECTOR FERM N: Ladi es and gentl enen,
woul d the neeting come to order

This is a regular neeting of the California Horse
Raci ng Board on Thursday, March 24th, 2005, at the Bay
Meadows Racetrack, 2600 South Del aware Drive, San Mateo.

Present at today's neeting are Chairman John
Harris, Vice Chairman W IIliam Bi anco, Conm ssi oner Sheryl
Granzel l a, Comm ssioner Richard Shapiro, and Conm ssi oner
John Sperry.

Before we go on to the business, |1'd like
everyone to -- please state your name if you're going --
but we're not going on to the business at this point. So
we'll skip that part until alittle later

The Board is going to go into Executive Session
i medi ately. And they're going to be going to another

room so everybody can stay right where they are. Just to

announce that one of the -- the matter that's going to be
di scussed, that Commi ssioner WIliam Bianco will be
recusing hinself. And | will also be recusing nyself and

then | served on the Board of Stewards for the decision
when it initially came down.

So with that, we'll take a tenporary adjournment,
t hen be back.

CHAI RPERSON HARRI S: It should be about 15
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m nut es.

(Thereupon the neeting recessed

into cl osed session.)

CHAI RPERSON HARRI S: Okay. W're going to
reconvene the neeting of the California Horse Racing Board
after our break for Executive Session.

The neeting's being held at the Bay Meadows
Racet r ack.

The First itemis the discussion and action by
the Board on approval of the m nutes of the regular Board
nmeeti ng of January 20th, 2005.

Any corrections, additions to those m nutes?

Keep in mind that it's -- anything anyone wants
to go back and research, which both the m nutes and the
transcripts of the neeting are on our website. So if you
want to go back and see how profound your statenent was,
you can take a look at it.

COW SSI ONER SPERRY: Mve adoption of the
m nutes, M. Chairman.

COWM SSI ONER GRANZELLA:  Second.

CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI S: Okay. The second itemis
di scussi on and action by the Board on the proposed change

in venue for the 2005 State Fair
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SENI OR PARI MUTUEL EXAM NER REAGAN
Commi ssi oners, John Reagan, CHRB staff.

As indicated in the staff analysis, the next item
and this itemare kind of intertwined in a sense that in
order for the Board to select, for instance, A The Ca
Expo State Fair for the harness neet, the State Fair
standard neet -- the standard fair m xed breed nmeet, which
has been held in Sacramento for a nunber of years, would
have to be adjusted sonmehow. In this particular case it
appears that the State Fair is prepared to change the
venue, in other words the |ocation of the State Fair, and
that's what this itemdeals with

COWM SSI ONER SHAPI RO:  What are we supposed to
do -- what's being asked of us right now?

SENI OR PARI MUTUEL EXAM NER REAGAN. We bel i eve
that the State Fair is prepared to ask the Board to
approve the concept of allowing the State Fair to change
its venue.

CHAI RPERSON HARRI S: Do they have a place to
change it to in mnd?

SENI OR PARI MUTUEL EXAM NER REAGAN: At this point
I think they're still in negotiations. | have not been
told of a particular location that they have arranged --
made arrangenents with.

CHAI RPERSON HARRI'S: |I'mnot really clear. How
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much | atitude do they have in where they could nove it
and --

SENI OR PARI MUTUEL EXAM NER REAGAN: The horse
racing | aw has a code section, 19549.1, that allows a
conmbi ned fair nmeet where one -- where two or nore fairs
can work together to work through maybe a joint powers
agency and then conduct their fair neets in a joint
conmbi ned way.

CHAI RPERSON HARRI'S:  And the conbi ned, does that
mean it could be consecutive dates or could you have it
one week one place and one week another place? O how
broad is that definition?

SENI OR PARI MUTUEL EXAM NER REAGAN: We've never
done this before under that code section, so we've never
really tested that concept and those particul ar words.
Personal Iy, John Reagan, if | was to look in the
dictionary, | believe "conbi ned" neans probably
contiguous. But, once again, that's only a dictionary
type definition. And, like |I say, having not done this
before, we probably have a number of issues to address if
this was to happen.

COW SSI ONER SHAPI RO Well, why aren't we
dealing with it then at a tine where sonebody has
sonmething to bring to us? As | understand it, the State

Fair -- during the State fair -- the next itemis going to
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deal with this -- that there's the proposal that the dates
will be running there with harness racing

SENI OR PARI MUTUEL EXAM NER REAGAN: Ri ght.

COW SSI ONER SHAPI RO  Now, if there is sonething
el se to conme before us, why don't we deal with it when
they have an option or a plan that we can consider rather
than theoretically.

SENI OR PARI MUTUEL EXAM NER REAGAN: Yeah, | think
the -- at the point this was put on the agenda there was
the feeling or there was sone confidence that those type
of issues would be resolved by now and there woul d be sone
proposal on the table. Apparently that hasn't happened.

COWM SSI ONER SHAPI RO Well, then | woul d suggest
that we hold this issue over until there is sonething that
we know what we're tal king about.

CHAI RPERSON HARRI'S:  Yeah, | don't think we're

going to take action on something that's really -- have a
proposal . | guess conceptually we're not opposed to the
concept .

Okay. If there's nothing else on that fromthe

Conmi ssioners, let's move on to three, which ties into it,
the allocation of 2005 race dates for harness racing.

SENI OR PARI MUTUEL EXAM NER REAGAN: John Reagan
CHRB st aff.

| believe M. Shapiro, who's the Chairman of the
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Dates Conmittee, has sone information on that.

COWM SSI ONER SHAPI RO Right. We net
yesterday -- the Race Dates Comrittee net yesterday. And
it was a followup neeting to a prior Race Dates Committee
nmeeting. The Race Dates Conmittee voted unani nously that
the harness -- to recommend that harness racing shall be
conducted at Cal Expo. And, therefore, we recomrended
that the Board adopt the Race Dates Committee's deci sion

CHAI RPERSON HARRIS: | wasn't really clear on
this. |s part of these dates actually Cal Expo dates and
then part are private associations dates?

COW SSI ONER SHAPI RO Wel |, there's two issues.
At the first Race Dates Cormittee neeting we did vote,
agai n unani nously, that during the period that the State
Fair operates, and for the break between the current
harness nmeet, which ends August 31st through Septenber --
and | don't have the exact dates -- that Cal Expo woul d
operate harness racing during that period of tine.

CHAI RPERSON HARRI S:  So they woul d operate --

COW SSI ONER SHAPI RO  -- during the State Fair.

CHAI RPERSON HARRI'S: | nean there's fair dates --
I was just wondering. Legislatively do they have the
authority to operate fair dates, say, as harness and then
al so operate fair dates at a surrogate facility sonepl ace?

COW SSI ONER SHAPI RO That's a different issue
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And | can't tell you whether or not the | aw provides that.
What the Race Dates Committee did was it sinply approved
that Cal Expo had cone forth on a one-year experinenta
basis to operate during dates that traditionally were

t hor oughbred dates at the State Fair, they're going to run
them as harness racing dates. And that's what we
approved.

As a subsequent matter, the Race Dates Committee
approved -- deci ded between should the harness racing
dates be allocated for the balance of 2005 to Fairplex or
Cal Expo. And the Race Dates Conmittee voted to allocate
those dates to Cal Expo. And that's as far as our
deci si ons went.

CHAI RPERSON HARRI S: So you're the sane as --
that Cal Expo has a location, but not necessarily --

COWM SSI ONER SHAPI RO:  Correct, we did not dea
with who the licensee would be. That would cone up
subsequent |y when whoever makes an application to race
t hose dates cones forward.

SENI OR PARI MUTUEL EXAM NER REAGAN: Correct.

Conmmi ssioner, just a slight correction there.

The current harness neet runs through the end of
July. Then there's an opening in August and nost of
Septenber for this option of Cal Expo to run sone harness

dates. On or about Septenber 23rd, | believe it is, then
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the Sacranmento Harness Association would come in and
apply. But, like |I say, that's for later consideration.
Ri ght now the Committee has sinply recomended harness
dates at Cal Expo for the remninder of 2005.

CHAI RPERSON HARRI'S:  Yeah, | don't really have a
problemwi th that. But | was thinking that there was sone
nunber of days that a fair neet could operate, like 14
days in the north.

SENI OR PARI MUTUEL EXAM NER REAGAN: | think the
situation there is, as the fair nmeet there is 14 days per
law. As harness, | believe the Code Section 19531 all ows
25 weeks in the north, and those can be operated by
anyone. And then there's additional code sections in
19549 that tal k about that Cal Expo may |ease its
facilities for additional weeks. But there are enough
weeks to cover a couple of nonths of Cal Expo operating a
harness neet, | believe.

COW SSI ONER SHAPI RO Correct.

CHAI RPERSON HARRI'S: So officially the neet that
was operating while the State Fair was goi ng on night not
be utilizing their 14 days of their fair nmeet because they
want to -- or whatever days it is because they m ght be
utilizing that soneplace el se?

SENI OR PARI MUTUEL EXAM NER REAGAN: Right. Right

now we're anticipating a harness nmeet over the -- before
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and after the fair neet -- the fair nmeet tine. The fair
neet itself of course is what sone people call m xed
breed, thoroughbred, quarters and what not. And that is
the subject of the 19541.1 where they nmay conbine with
anot her fair to conduct that as another operator, so to
speak.

CHAI RPERSON HARRI'S: Okay. Do we have any ot her
coments on this iten®?

Anyt hing fromthe Board?

Do we have a nmotion to --

COW SSI ONER SHAPIRO:  1'Il so nove that we
accept it.

VI CE CHAI RPERSON BI ANCO. |'Il second it

CHAI RPERSON HARRI'S: Do we have a comment ?

MR, HOROW TZ: Yes.

CHAI RPERSON HARRI S:  Yeah, go ahead.

MR. HOROW TZ: Al an Horowi tz, Capitol Racing.

I"d like to comment for the Board that we think
that harness racing deserves an opportunity to be back in
southern California. And to that end -- to that end we

submtted a request along with Fairplex Park to race

t here.

Qbvi ously our racing programhas for the last ten
nonths and ten years -- has raced ten nonths a year in
northern California. And we still feel strongly that it
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shoul d be in southern California. Fairplex Park has

stepped forward this year and nmade their

avai l able. W understand that the Commttee didn't think

facility

that that was the nost satisfactory solution to the

i ndustry.

But we do want to continue to wish the industry

good luck in northern California. And hopefully in the

future there'll be an opportunity to get
southern California.

Thank you.

back into

CHAI RPERSON HARRI' S:  Anyt hing el se?

We had a notion and a second to approve this

al | ocati on.
Al'l in favor?
(Ayes.)
CHAI RPERSON HARRI S:  Opposed?

So noved

The next itemis discussion and action by the

Board on the request of the California Jockey Guild, Inc.

a recently established jockey group, to address the Board

regarding their deep dissatisfaction wit

h adm ni stration

of the California Jockeys' Health and Wl fare Fund.

SENI OR PARI MUTUEL EXAM NER REAGAN:

Conmi ssi oners, as you know, for quite some tine now

there's been a | ot of discussion and concern about the
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conduct of the Jockeys' Guild |ocated in southern
California. And they take care of a lot of itens,

i ncluding the health and welfare programfor California
j ockeys that's mandated by our | aw.

There's been a lot of difficulty getting the
informati on out of the Guild. There's been change in
managenment and a lot of difficulties, to say the |east.
And when we received this letter fromthe newly fornmed
jockeys' group with a simlar nane, but a different group
California Jockeys' Quild, Incorporated, the one itemthat
junmped out and concerned me greatly was the fact for the
first time ever | heard about some unpaid bills. This was
a first and a very serious matter |'m concerned about.

We spoke with M. Ron Warren. He's here today, |
understand, and will probably speak to that. But there's
so much going on with the Guild. W' ve certainly taken --
as staff of the CHRB, we've taken a couple of different
| ooks at it. There's a lot of commngling. | guess you
could just say sloppy accounting. Sone of the separate
funds may be commingled. The point is, that it probably
needs a very serious intense | ook, and we think a forensic
audit is in order.

COW SSI ONER SHAPIRO:  1'd |ike to underscore
exactly what M. Reagan just said.

We have been having discussions with the Guild.
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We've net with the Guild while they've offered to open up
their books and records, and we took themup on that. W
went down to the Guild and we waited for the Labor
Managenment Board to conplete their audit. Frankly, we've
tried to accommopdate in every way that we could, not
getting into any -- and we don't want to get into any
hostile situation with them But there's no alternative
left to us but to do a forensic audit through an outside
firm Their recordkeeping is |acking.

And when you add to it this California Jockeys
Guild has been fornmed, |'ve had nunerous discussions with
M. Warren, |'ve spoken with other jockeys who support the
noti on here, which is essentially that this group is being
formed not to replace the Jockeys' Quild, but to create a
new body to represent California jockeys. And this group
is hoping to be able to be the recognized party to
admi ni ster the funds that California gives to it for the
health and wel fare of jockeys.

I think that they're going -- they're taking al
the right steps. They're noving forward very
intelligently. Some of the southern California jockeys
are involved and being consulted. And | know that they're
maki ng an outreach effort to the Los Alamtos jockeys and
any jockeys throughout the state.

So |l -- this is | believe just for informationa
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purposes. But we intend to nove forward with the forensic
audit as quickly as possible and get to some of the
answers. |In the nmeantine we've not disbursed any nore
noney to the Jockeys' Guild.

|'ve asked M. Warren to provide copies to nme of
all of the unpaid or bills that are all the jockeys who've
had difficulty making coll ections, because in ny
conversations with the Guild, they have asked that
anyt hing be brought to their attention.

So we're proceeding in that manner

CHAI RPERSON HARRI S:  Why don't we -- | know
there's going to be sone debate on this fromdifferent
sides. Just to get a feel for the fund itself -- this
fund is funded by sonething, uncashed tickets or
sonething, isn't it?

SENI OR PARI MUTUEL EXAM NER REAGAN:. Uncashed

refunds.

CHAI RPERSON HARRI'S:  Uncashed refunds.

And how nuch nmoney a year are we tal king about
here?

SENI OR PARI MUTUEL EXAM NER REAGAN: Well, the
Last couple of years we've been generating about a mllion

dollars a year in uncashed refunds.
CHAI RPERSON HARRI'S: And it goes into a fund, as

| understand, to not conpletely pay for the jockeys
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i nsurance but to basically provide a subsidy to a jockey
i nsurance program

SENI OR PARI MUTUEL EXAM NER REAGAN: That is
correct.

CHAI RPERSON HARRI S:  Why don't we have -- since
the Ron Warren group is the one that requested the item
why don't we have Ron go ahead and conment first, and then
we' |l get back to M. Vincent.

MR. WARREN: Yeah, this is Ron Warren.

The California Jockeys' Guild would request the
Board to give us these funds because we're a little
di ssatisfied with the way the CGuild' s nanaged the funds
that they received. And then we feel that all these funds
haven't been totally directed at the California Riders
like they were intended to. And we'd |ike to see these
funds go towards riders' health an welfare and use every
penny of that instead of just portions of it.

CHAI RPERSON HARRI S:  Okay.

COW SSI ONER SHAPI RO. M. Reagan, can | ask you,
of every dollar that's allocated fromCalifornia for this,
do we have a sense of how nuch of that dollar goes to the
actual benefit of the jockey versus how much is used in
adm nistrative and oversight?

SENI OR PARI MUTUEL EXAM NER REAGAN: Not entirely.

And |l et ne explain that.
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When we first started this programin 1996-'97
when the concept was established, then put into |aw, |
think a |l ot of people, and nyself included, thought that
there woul d be a separate programfor California jockeys,
and just California jockeys, for instance. But what
actual ly happened was the Guild found that was difficult
or expensive. And what they did was they created a
nati onal programfor all of their Guild nenbers and
j ockeys that wanted to join the health program And what
they did was they included the California jockeys in that
program And then they adjusted the prem unms that were
charged to the California jockeys based on the amunt of
noney that was contributed by the State of California and
so on and so forth.

CHAI RPERSON HARRI'S: | think isn't an issue too
what constitutes a California jockey? As | understand it,
now it's riding 50 mounts a year

SENI OR PARI MUTUEL EXAM NER REAGAN: Ri ght.

CHAI RPERSON HARRI'S: |s that a threshol d?

SENI OR PARI MUTUEL EXAM NER REAGAN: | think it's
a hundred mounts a year, fifty of themin California. But
that particular -- those type of criteria are actually
established in an agreenent that the TOC nade with the
Jockeys' @Guild. And that was required in the initia

| egi sl ation, that the horsemen's organi zation that nmakes
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contracts and takes care of other matters should nmake an
agreenent with the Guild. And that came before the Board
and was approved at that tinme. And of course as we noved
al ong, we've all known that there's huge increases in the
cost of health care for everyone, and of course jockeys
are a fairly high risk group, so sorme of those prem uns
have gone up faster than others.

But the whole point is that the Guild itself is
in charge of the program W contribute sone noney. And
we are trying -- we have always endeavored to track that
noney and to nake sure that it was being spent on the
California jockeys appropriately. And, like |I said, with
the difficulty in information being provided and so on and
so forth, it's difficult to make sure that's a hundred
percent the case, but we still strive to do that.

CHAI RPERSON HARRI'S:  But the actual details of
the program were negotiated by TOC and the jockeys. And
then the Racing Board basically disburses the noney. But
' m not sure how nuch discretion we have in that.

SENI OR PARI MUTUEL EXAM NER REAGAN: Wl |, when we
say di sburse the noney, first of all, the refunds are
actually held by the tracks thenselves. They hold those.
And if they aren't used within three years, they escheat
to the State of California as uncl ai ned personal property.

The way we di sburse those funds is at a given
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time when we decide we're going to give the jockeys X
nunber of dollars, we then prorate that based on handl e
and -- | nean based on the total number of refunds that
each track has or received in a given year. And then the
Hor se Raci ng Board does send letters to the various tracks
i ndi cating, "Your portion of this X nunber of dollars is
these. Please subnmit that to the health and welfare
trust.” That noney is sent to the trust. And then the
Jockeys' @Guild draws on that. As they use the nmoney, it's
audited and we have -- the audited reports are then the
cause of the paynent to be made.

COW SSI ONER SHAPI RO But going back to ny
guestion. Do you have any sense of how much of every
dollar is actually being paid to jockeys for benefits
versus ot her expenses?

SENI OR PARI MUTUEL EXAM NER REAGAN. We haven't
been able to determine that, no. That's one of the itens
that a forensic audit would show us, we hope.

COWM SSI ONER SHAPI RO.  All right. Because when
| ooked at the nunbers, it appeared that nearly two-thirds
of every dollar that was allocated was being spent for
things other than actual benefits paid to jockeys.

SENI OR PARI MUTUEL EXAM NER REAGAN: I n a recent
review that was done of that program of those costs, we

did find that the adm nistrative expenses, not only of the
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@Quild but of some of the other providers, were very high.
And we' re approachi ng maybe 40, 50 percent of the tota
noni es that had been paid.

VI CE CHAI RPERSON BI ANCO: | 've been concerned. |
was wondering, John, has there been a drop off since we've
had the ADWin place of the amobunt of, you know, this
nmoney? And how rmuch of a drop-off has that been?

SENI OR PARI MUTUEL EXAM NER REAGAN: Actually, M.
Bi anco, at this point we haven't really seen a significant
change in that nunmber. And what | nmean to say, of course
any nunber |ike your outs or your refunds it's not a set
nunber, a set percentage. There's like a -- it's kind of
like the tenmperature. You have annual highs, annual | ows,
and everything' s always sonewhere in between there. And
at this point we haven't seen a hard drop-off.

We certainly anticipate, as nore and nore peopl e
have the account wagering where the uncashed tickets and
refunds are automatically taken care of and they don't
have to make any effort to cash those and get credit for
them that we would see that. But at this point we are
still generating around a mllion dollars a year
sometines nine hundred, sonetines a mllion two, whatever,
but right around a mllion

And we actually still do have a few extra refund

dollars on the table fromprior years. So we can
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certainly accommpdate a few nore years of increase. But
at sone point we are reaching that equilibriumwhere the
amount of refunds will at sone point be exceeded by the
actual costs in a given year.

VI CE CHAI RPERSON BI ANCO:  Thank you.

CHAI RPERSON HARRI'S:  One issue too, John, that
you nentioned was that you felt that jockeys were a high
risk -- | mean a higher cost health group. | don't know
if I'd agree with that. | think they're high -- as far as
occupational injuries for workers' conp they're a higher
rate of cost than, you know, sonmebody who was doi ng
sonmething in an office. But as far as a health group --
is there any evidence that they -- actually as a
popul ation, are they a higher health risk, setting aside
their occupational injuries?

SENI OR PARI MUTUEL EXAM NER REAGAN: | only know
this fromwhat |'ve been told by others. But | think
perhaps in ternms of the jockeys thenselves, their overal
heal th, sonme of the things they have to do to stay in
shape -- to neet the weight and ot her such things may
eventual |y cause health problens down the road that are
covered -- that would nmake them a higher risk group. Yes,
| do believe they are in that sense a sonewhat higher risk
group. And | think the insurance industry knows that.

COWM SSI ONER SHAPI RO: | think one of the things
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that maybe M. Warren would like to hear fromus on, and
I'd like to ask Derry -- M. Knight is, pursuant to
Section 19612.9, | guess it would be, for us to recognize
the California Jockeys' Guild, it's ny understandi ng that
they have to have a mpjority of the jockeys |licensed hy
t he Board.

How does that work and what do we need -- what is
needed by either group to be the recogni zed body?

DEPUTY ATTORNEY GENERAL KNI GHT: Well --

COW SSI ONER SHAPI RO: How woul d that be done?

DEPUTY ATTORNEY GENERAL KNI GHT: There's two
requi renents. They have to have an office in California
and they have to have -- they shall represent a majority
of the jockeys licensed by the Board. There's nothing in
either the statute or regul ations of the Board that spel
out how you make that determ nation of the eligibility of
t hat body.

It seens to ne that the way you would do that,
you woul d conpare the new organi zation's nenbership to the
licensees of the Board that are California jockeys. And
realize that -- | understand that there nay be sone issues
about that. But that's -- certainly |ooking at the
statute, that's the only way that | can suggest that you
woul d make that determ nation

COW SSI ONER SHAPI RO:  But you said |icensees.
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So does that nmean current |icensees of the Board? In
ot her words, there may be 400 nenbers of the Jockeys
@Quild out there, but that's not what we're tal ki ng about.
We're tal king about licensees of the CHRB. So it would be
current licensees and then a nmajority of those current
i censees?

DEPUTY ATTORNEY GENERAL KNI GHT: That's how the
statute seens to read, yes.

SENI OR PARI MUTUEL EXAM NER REAGAN: And,
Conmmi ssi oners, so you know, back in '96-'97 when we
established this program that's pretty nmuch what we did.
We took a list of the California licensed jockeys. W did
del ete a nunber of them because they really weren't
active, nostly -- sone of themwere mainly pony riders
that also had a jockey's |license because they were hoping,
you know, to make a career nove, that type of thing. But
we did come up with a Ilist of the California jockeys and
then | ooked for the mpjority, which at that particular
time the Guild was really the only organi zation that was
even in the game, so to speak.

CHAI RPERSON HARRI'S: It's not -- going to be sone
i nequities too where if a jockey only had to ride 50
nounts a year here in California but was an active rider
nati onwi de, then he is fully qualified under the

California programand is equal weighted with sonmebody
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t hat was maybe riding, you know, a thousand horses or so a
year.

SENI OR PARI MUTUEL EXAM NER REAGAN: And as
suggested by this new group -- the current agreenent with
the TOC and the Guild to support this programis good
until the end of June 2006. So it would certainly be
within the power of this Board and others to suggest
perhaps that there are better criteria for California --
you know, to determine a California jockey, and those
could be incorporated into a new agreenent if that's what
the industry -- this Board and others deci ded woul d be
nore appropriate. W can certainly do that.

COWM SSI ONER SHAPI RO:  But since there's an
exi sting agreenent till June 2006, if, for instance, we
find cause to term nate that agreenment, we do our audit,
we find that things are not in order, do we have the
ability to term nate that agreenent, do you know?

SENI OR PARI MUTUEL EXAM NER REAGAN: Since we're
not a party to it but we did approve it, | would look to
M. Knight and others | guess to |l et nme know about that
particular item But to be quite honest, | find tine
noves pretty quickly these days; | would expect that by
the tine we get the audit in progress, we find out what's
going on, we furthernore -- | nmean | think June of 2006

will be here pretty fast. And as we prepare for that,
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it'll take a new nonths ahead of that before -- you know
as we put together the new agreement so it's ready on July
1st of 2006.

So | think the time we have is probably just
about right, to get the audit done, to figure out what's
goi ng on, and then to go ahead and make the changes we're
tal ki ng about. | nean they would have to be done by July
1st of 2006, and it will take sone tinme.

CHAI RPERSON HARRI S:  We have a representative of
the Jockeys' Guild here.

Al bert, would you like to make conment ?

MR, FISS: Albert Fiss, Jockeys' Guild.

First off 1'd like to -- | come to these neetings
and | continue to hear inflanmatory remarks from m.
Shapiro with regards to the Jockeys' CGuild and the way
that we handle the plan with regards to the uncashed
ti cket noney.

Unfortunately, it becomes an education process on
our part to the Comr ssion nenbers. And we have to go
through this cycle every single time a new conm ssioner
gets on board and it's, quite frankly, very frustrating.

To address a couple of issues that he brought up
with regards to any unclainmed -- or unpaid clainms on
j ockeys. Understand that about a year and a half ago the

California jockeys came to the Guild with their
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di ssatisfaction with the network that they were involved

in. It was a network that every other jockey that's in
the Guild and in the health insurance planis in. It's
the way -- the only way that we can create a plan that

allows for jockeys who are transient and nmove fromtrack
to track over the course of a given year to continue to
participate in a plan.

If you create a plan only for California jockeys
and, let's say, you use Blue Cross of California, and it's
restricted so that you can't use another -- another
network provi der or another hospital in another state,
well, that really doesn't do a Iot of jockeys any good
that happen to travel extensively.

So what happened | ast year with regard to the
jockeys that fornmed this commttee, which included Russel
Baze and Chance Rollins fromup here up north, they cane
up with the suggestion -- in fact, they cane up with the
recomendation to the Senate of the Jockeys Guild that
they renmove thenselves fromthe network that all the other
participants in the plan enjoy and nove to a new pl an
called CCN. That was the decision of the California
j ockeys.

Now, the problemw th that decision is that there
takes sone tinme to get a new network provider, an

admi ni strator to understand the conplexities of this
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i ndustry. When we first started working for the Jockeys
GQui |l d, what we recogni zed was that al nost 25 percent of
all clainms under the old health insurance plan that the
Guild had for its menbers were clains that should have
been charged to either a track because it was a non-track
related injury or to the -- or to a workers' conp policy
because it was in a workers' conp state

And so what we did was we created a plan where we
have a | ot nore control and understandi ng of each and
every claim

Wth regards to the new plan that the jockeys are
involved in here in California, that process is in --
we're in the process of educating the adm nistrators of
the plan on how it actually works to nake sure that we're
not paying for clains that we shouldn't be paying for

COW SSI ONER SHAPIRO: Well, M. Fiss, first of
all, I"'msorry that sonetimes you find the truth to be
inflammatory. The truth is that what | said was that
there have been allegations that many jockeys are having
trouble collecting on clainms. | sat -- and | suggest you
sit -- with M. Warren, and he will give you a list of
j ockeys who have been sent to collections because their
heal th benefits have not been paid. Now, that's not being
inflammatory. That's sinply telling you the truth.

MR, FISS: But do you know in fact whether those
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clains are clainms related to famly health insurance
issues or clainms related to a work-related injury?

COWM SSI ONER SHAPI RO: Wl | --

MR, FISS: Do you know that?

COWM SSI ONER SHAPIRO:  No, | don't know it.

MR, FISS: O course you don't know it.

COW SSI ONER SHAPI RO Do you know it?

MR. FISS: You don't know it; | don't knowit.
I'"'mthe adnministrator of the plan. But to make that kind
of a statement just blindly is inflammtory.

COW SSI ONER SHAPI RO Well, it's a concern to us
when we hear that jockeys are having trouble collecting
when the state provides a mllion dollars to the Guild for
a health and benefit plan. Now, all we're saying is that
we keep hearing of these problens. W don't hear that
there's a separate fund. The nonies are being comm ngl ed.

MR, FISS: Not with regards to the mllion
dollars, not with regards to the uncashed tickets. M.
Reagan will tell you unequivocally that that noney is not
conmi ngl ed.

And then to suggest that you're going to w thhold
noney when you know full well that that noney can't be
rel eased until August anyways is again inflanmtory, it's
a meani ngl ess statemnent.

COWM SSI ONER SHAPI RO Wel |, until we get
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satisfaction that the noney's been spent properly, | for
one woul d not be in favor of releasing the noney to the
Jockeys' @uild. And that's why we're going to do the
forensic audit, which you in the past have wel coned.

Maybe not you personally, but other representatives of the
Quild. And we | ook forward to doing that, and be very
happy to hear what the truth is.

CHAI RPERSON HARRI'S: Do we have ot her --

Conmi ssioners would |i ke to ask any questions or anyone
el se fromthe audi ence?

Does TOC have a position on this? Really TOC is
basically -- their menbership are the enpl oyers of the
j ockeys, and they're the ones that basically negotiate the
contracts, that | think they need to be -- they definitely
have a dog in this fight and we need to nake their
feelings known.

MR. COUTO  Good norning, Chairman Harris,
menbers of the Board. Drew Couto with Thoroughbred Omners
of California. That's C-o-u-t-o.

| believe in novenber this issue was raised
before the Board. And M. Fiss stood in front of you and
said, "Don't worry, we'll provide every docunent to TOC
We' Il open the books. W'Il allowthemto look at it."
know this because | reviewed the record transcript fairly

recently.
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This Board asked us to send a letter to the
Jockeys' @Guild requesting disclosure of the information
M. Fiss didn't respond, but a | awer on behal f of the
Qui | d responded and denied all requests to | ook at any
records.

We share the concerns based on the allegations
that there may be sone problens with the way in which this
noney i s nmanaged. M. Warren has pointed out some
obviously valid concerns. And since we are a party to the
contract and we have tried to obtain the information and
we have been rebuked, | think under the statute it is
appropriate for the Horse Racing Board -- we'll be
involved as a party if the Board so wishes. But | think
it is appropriate that a very close | ook be taken at these
finances, the use of the public noney, for the benefit of
the California Riders. W definitely support that and
woul d participate if requested to do so.

CHAI RPERSON HARRI'S: Do you feel that the TOC
could make a case that your contract with the Jockeys
Gui l d has been breached?

MR. COUTG | don't think it's -- | think it's
premature to cone to any conclusion at this point. Wat |
do know is M. Fiss again represented to this Board and to
us that we woul d have access to the documents. It's in

the transcript. Nothing was provided. W' ve been told by
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counsel that it's inappropriate for us to do that. But |
think it's -- it's necessary and we feel it's appropriate.
So | cannot tell you if the contract's been breached unti
we've had a chance to | ook at everything.

CHAI RPERSON HARRI'S: | nean the contract -- |'m
just not clear if the contract really called for your
ability to access information or addressed that at all

MR, COUTO  You know, now we get into |ega
argunent s whet her the expressed | anguage provi des for
audit or whether it's within the intent of the docunent
obviously that the noney be nanaged appropriately and that
we as the statutory party designated woul d have the right
to reviewthis. That would be for a court to decide. And
as a lawer, | would think we would have that right.

Anot her |awer may think differently. But | think if the
Hor se Raci ng Board requests that this be done, we again as
the party statutorily responsible would participate if
asked to do so.

VI CE CHAI RPERSON BI ANCO. Drew, when you
negotiated with the Jockeys' Guild, was there any ceiling
that you put on what type of G&A could be charged into

this particular fund?

MR, COUTO | personally was not involved in the
negotiations. It was nmy predecessor. And | do not
believe that the contract specifies -- has that degree of
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specificity.

CHAI RPERSON HARRI'S:  Anot her issue is that
there's only so nuch noney to go around. So the nore
people that are eligible, that it |essens the amunt per
person. So this 50-mount rule seens on the | ow side.

Was that a negotiation point or is there sonme
logic to why 50 was a good nunber for a rider to ride
during a year?

MR, COUTO  Again, | would defer to M. Van de
Kanp. That was somnething that he negoti ated.

But whether or not it's sufficient or not,
there's no way to tell until there's an audit of the funds
to determine if it's being used properly. And if, as M.
Reagan said, that in the future we could expect a
reducti on because of the inpact of ADW that noney that's
not being -- that's not necessary today shoul d probably be
set aside as a reserve for future needs for the riders
rather than used for any other purpose that it may be

currently used for. We don't know until we get a | ook at

t hat .

Thank you.

MR, FISS: Another point with regards to the
current contract. |'ve stated publicly that | have

absolutely no problemw th actually agreeing with the TOC

to term nate the contract at any point where they fee
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like it should be handl ed by sonmebody el se, including the
California Jockeys' Guild, Inc., organization. | nmade
this cooment to M. Warren before the nmeeting here today.
I"mgoing to cooperate in any way | can with the jockeys
that ride here in California.

CHAI RPERSON HARRI S:  Any ot her comrents on this
i ssue?

| don't knowif we resolved -- | think in tota
California has the best programfor total benefits with
the workers' conp and this program and several others.
But we just need to make sure that there's fairness and
equity in all adm nistration. But | guess the problem
woul d be that we really -- the way the legislation is, we
really only can give the noney to one group. W couldn't
gi ve sone to one group and sonme to another group

SENI OR PARI MUTUEL EXAM NER REAGAN: Correct.

CHAI RPERSON HARRIS: So it's sort of a
representati on of what represents the mpjority of the
j ockeys.

SENI OR PARI MUTUEL EXAM NER REAGAN: Ri ght.

CHAI RPERSON HARRI S:  Okay. Anything el se on
this? Do you have anything el se, Ron?

MR. WARREN: The only other thing is that | would
request you guys goi ng back over and defining the

qualifications for a California jockey. The group that

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

32
I'"mrepresenting feels that a hundred nounts would be nore
appropriate than 50, and that naybe -- hopefully the CHRB
could determine that a rider to be a California rider
woul d have to ride a hundred nounts in the state to be
eligible for it.

CHAI RPERSON HARRI'S:  Yeah, | think that's a --
mean especially it sounds |like the Jockeys' Guild is
willing to reopen the contract. And that's sonething that
TOC -- | think just on an equity standpoint, it's not
really fair for some rider to cone in from Canada or
Fl ori da or soneplace and ride a nonth or so here and be
conpletely -- and have exactly the sanme benefits as a
rider that rides 12 nonths a year here.

MR. WARREN: Yeah, because we don't want to see
guys | osing business just because sonebody cones during
the fairs or sonmething and rides a nonth and establishes
the 50 mount m ni num and then, you know, goes back and
rides in Kentucky or sonething like that. W want to take
care of California riders, riders that are supporting the
cause here, guys that are day in and out in California,
supporting California horse racing. And that's what our
group is trying to do, is nake California horse racing
better.

CHAI RPERSON HARRI'S: Okay. M. Fiss.

MR, FISS: Wll, to the extent -- with regard to
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that |ast comment. The 50/100 issue, it takes some
| ooking into. That original proposal was actually nmade
because of the very fact that you had a nunber of jockeys
from Ari zona and Oregon and Washi ngton that would cone in
and ride the fair neet during the fair season. Now,
anot her way of restricting the noney to ensure that it
goes to California riders only is to use a residency
restriction. That obviously is something that can be
di scussed anpngst all of the stakehol ders on this thing.

My job, quite frankly, is to get simlar plans in
other states so that it doesn't really matter where you
meet your 50/100 criteria; there's noney in those states
t hat provide for subsidies for health insurance for
j ockeys.

CHAI RPERSON HARRI' S:  Now, that would be the
ultimate solution. But as of now, | nmean this is a unique
programto California, as | understand it. The other
states -- this is not sonething that's done on a nationa
basi s.

MR. FISS: No, it's not. But it is done in
Del aware. And Del aware al so has the sane 50/100 criteria.
Del aware runs for, | believe -- and, Ron, you m ght be
able to correct nme if I"'mwong -- about six nonths out of
the year. And obviously Del aware, because of the high

concentration of states surrounding, it would have a nuch
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greater -- has a much greater susceptibility to riders
going in there and riding the 50-mount requirement and
then just |eaving the state and going right into the
regul ar track again. And they don't seemto have a
problemwth it.

CHAI RPERSON HARRI'S:  Well, it's sonething | think
needs to be | ooked at, because | can see there's a
legitimate concern that people are basically taking
advant age of our program and doing so are harm ng nore
full-time people riding out here.

EXECUTI VE DI RECTOR FERM N: M. Chair, | have a
qgquestion on whether or not -- do we need sone kind of
action fromthe Board in order to nove ahead with and
authorize the audit and to explore a firn? O is this
sonmet hing that we can just go ahead and -- that it's your
desire that we go ahead with with staff?

COW SSI ONER SHAPI RO | thought it was already
basically approved and inplied as a result of our prior
nmeeti ngs and di scussions, that we have the obligation and
a fiduciary responsibility to provide the oversight to
make sure that the funds are being allocated properly and
that's part of our job.

So if our staff is unable to do it, | believe
that it extends to the point of having the right to

performthe forensic audit. | don't know --
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DEPUTY ATTORNEY GENERAL KNI GHT: Yeah, you could
take action. This is as action item You have the option
of directing staff to do it thenmselves or to seek
outsi de --

EXECUTI VE DI RECTOR FERM N: W woul d be seeking
obvi ously, you know, an outside firm But if it is an
action item then | think we need to that --

DEPUTY ATTORNEY GENERAL KNI GHT: Well, it could
be an action itemthe way it's agendi zed.

COW SSI ONER SHAPI RO: Then |'Il make a notion
that we instruct staff to select a forensic auditing firm
to performa forensic audit of the Guild and the finances
that are provided by California in the health and welfare
pl an of our California jockeys.

VI CE CHAI RPERSON BI ANCO: | second it

COW SSI ONER SPERRY: My only question is:

VWhat's the fastest way to get it done? So that if the
cases are -- and the jockeys aren't being properly taken
care of, that they can be. And if an outside audit wll
expedite it -- and | presune the gentleman fromthe CGuild
has -- even though his attorney has said that they're not
going to open the books, that he seens to be willing to do
so. That we'd just need to get it done fast.

MR, FISS: Wth regards to the uncashed ticket

noney, absolutely, we'd be willing to do so. 1In fact, a
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menber of the CHRB Board, Carl -- and | forget his |ast
name -- was at the CGuild offices |ast week and in fact
performed the very audit | believe that you are speaking
about. So I'mnot really sure where this Board is going.

COW SSI ONER SHAPIRO:  No. This is a different
audit. What he was there doing was -- he was a staff
menber that went down to | ook at the books and records and
determ ne whether we had the capability to do a forensic
audit or not. What we're talking about is a full forensic
audit by an outside accounting firm It's not the sanme
t hi ng.

MR. FISS: And has his report been submitted to
t he CHRB?

COW SSI ONER SHAPI RO | believe he reported back
to M. Reagan. And | will tell you that | have had
numer ous conversations with M. Broad. And | forgot your
CFO s nane.

MR. FISS: Gevork.

COW SSI ONER SHAPI RO Yeah. And we nmet with
them and they had no problemw th our perforning the
forensic audit. In fact, welconed it, just so you know.
But --

SENI OR PARI MUTUEL EXAM NER REAGAN: And,
Conmmi ssi oners, so you know, we have al ready been naking

inquires of CPAfirns as to who would be interested. And
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| can tell you, when given a brief, broad thunbnail sketch
of the situation, a lot of themsay, "No thank you." You
know, they say, "This is fraught with litigation,” and so
on and so forth.

So we're doing the best we can. And we will
certainly select a firmas soon as possible. But it is
interesting that so many firns nowadays are being very
careful about their clientele.

CHAI RPERSON HARRI S: Okay. We've got a notion
and a second to nmove forward with the audit.

Al'l in favor?

(Ayes.)

CHAI RPERSON HARRI S:  Opposed?

So noved.

SENI OR PARI MUTUEL EXAM NER REAGAN: We will do

so.
Thank you.
CHAI RPERSON HARRI S:  The other issue | think too
is that I -- | don't think we really need a notion for

but 1'd sure like to see the parties pursue, is TCC, the
Jockeys' @uild and then the new group, the California
Jockeys' @uild -- which I think they should change their
nanme to something that's not quite as -- distinguish
themselves a little better

But, anyway, all the groups try to get together
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and maybe reopen that contract and see if there's flaws in
the contract between TOC and the group that can be
addressed, that that could nove things along a | ot better
than some of the audits and all this. And | think we just
need to get everybody together and see what a fair
solution is.

Ckay. Well, let's nove on to -- thank you, Ron.

Move on to di scussion and action by the Board on
the primary drug testing contract for the 2005-2006 fisca
years.

We have Dr. Jensen.

EQUI NE MEDI CAL DI RECTOR JENSEN: Dr. Ron Jensen
the Equi ne Medical Director for the Board.

Yesterday the Medication Comrittee net for the
pur pose of discussing the primary drug testing contract
for the Fiscal Year 2005-2006. After that discussion the
Commi ttee recommended -- the Conmittee voted to reconmend
to the Board that all CHRB sanples be sent to the Maddy
Lab at UC Davis under an interagency agreement.

And the staff recommends that the Board hear from
the Chair of the Medication Conmittee.

CHAI RPERSON HARRI S: Okay. Several of you were
here yesterday when we di scussed this.

Any ot her discussion by the Board or the audi ence

on this issue?
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COW SSI ONER SPERRY: M. Chairman, | just
wondered, was there a problemwi th the Truesdai
Laboratories previously as to a reason as to why we're
| ooking into elimnating them conpletely?

And then the other thing, ny understanding is,
there is a major difference in expense. And was that
addr essed?

CHAI RPERSON HARRI S:  Well, | think that would --
the interagency agreenent woul d have to address the
expense. |I'mnot sure if it's clear there is a ngjor
di fference.

COWM SSI ONER SPERRY: Well, | believe there is
currently, isn't there?

EQUI NE MEDI CAL DI RECTOR JENSEN: There's
currently a difference in price. And it was not -- ny
sense was that the Cormittee did not feel that it was a --
anyway, a knock on Truesdail Laboratories. It was just
felt that the needs of the Board could be better fulfilled
by utilizing one |aboratory that's a state-of-the-art
| aboratory, a new | SO accredited | aboratory; and that the
financial part of it could be worked out under an
i nt eragency agreenent, agreeable to both parties, under
the guidelines of the interagency agreenent rules by the
State of California.

CHAI RPERSON HARRI S: But are the -- the concept
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woul d be if you enter into negotiations effectively on the
i nt eragency agreenent and the costs are -- you know,
there's unknown costs that make it untenable for us or
their ability to phase in this higher nunber of sanples,
we woul d be able to | ook at other alternatives al so.

EQUI NE MEDI CAL DI RECTOR JENSEN: | believe that's
correct, yes.

CHAI RPERSON HARRI S: Okay. Did you have
sonet hi ng?

DR. HESTER: Yes. M nanme is Dr. Nornman Hester
from Truesdail Laboratories. And I'd like to thank the
Medi cation Conmittee for a patient hearing of nmy viewpoint
yesterday. And |'ve given all of you again a copy of sort
of the outline that | went through at the Medication
Committee yesterday.

And | est you panic, | don't intend to go through
every itemagain. But | would like to just kind of
summari ze sone of the points that we raised yesterday. |
think there was a | ot of issues raised that they were
worth repeating.

First of all, the original reason why there were
two labs is so that you would have a diversity of testing
that would be applied to the sanples. And by having two
| abs doing two different types of testing, you are

applying two sanmples here in California a good
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representation of the different types of testing that are
bei ng done around the U. S. and not just focusing on one
particul ar type.

Anot her valid reason is that when you have part
of your work bid conpetitively, you do have the
mar ket pl ace that hel ps you control costs. And our
contract is not just awarded or negotiated. It's a
conpetitively bid process. W have |ost the bid on
occasions in previous years. So you do have the
mar ket pl ace wor ki ng on maki ng sure that you're getting
cost effectiveness in what you're doing. And you will

| ose sone of that if you just go to a negotiated-type

contract.

I went through sone of the strengths and
weaknesses. | won't go through all of those again today.
I hope you will | ook at what we've provided.

There is no perfect way to do drug testing. You
know what we do here is limted by budget. You could
spend ten tinmes what you're doing and still not test for
every drug on every horse. But you have to | ook at what
your resources are and how you expend them And the
current cost differential in ternms of what's billed to the
Board, okay, is that Davis is on a horse-hby-horse basis
costing you about twice what we're billing. They're

getting sonmething |ike 600,000 for one-third of the
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sanples. W're getting around 550, 575,000 for two-thirds
of the sanples. So there is a substantial cost difference
that you need to weigh in your processing of what you're
doi ng here.

| did point out yesterday there are sone tests
that we have access to that Davis has not had access to.
In particular, part of the sheet that |'ve put there is
the tests from Testi ng Conponents Corporation or
particul ar types of alizes that Truesdail has access to
t hat have not been enployed by UC Davis for -- shall we
say, for lack of any better argunment or politica
reasons -- they haven't been able to enploy those tests
and we have.

I know they were tal king about the super-testing
that was tal ked about Davis being able to do, certain --
being the contract lab for some of that. But one of the
drugs that was identified in that super-testing is a test
that's only available from Testing Conponents Corporation
and we have been able to enploy that test and California
was free of those drugs.

The other thing is that if you're paying tw ce as
much, are you getting a lot nore for your noney? And the
nunber of positives that have been reported for the |ast
coupl e of years have indicated that both technol ogies are

very effective. W are both reporting positives.
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Truesdail has in fact reported nore, but then we test nore
sanples. So that -- you know, statistically we are doing
a job, we are finding drugs, we are reporting drugs and we
are effective.

My argunent is we are cost effective; that is,
you're not getting twice as many positives per dollar for
the twi ce as nmuch anount of noney that you're spending
with UC Davis. So there's issues there that you
rightfully ought to consider in the things that you're
eval uating here before you make your final decision

Now, again, | don't know what your budgets are.
Your staff is better able to nmake that evaluation. But if
in your wisdomand in your reconmmendation fromDr. Jensen
that you are fully convinced that direct instrunental is
the way you're going to go, but you do have budget i ssues,
does it not make nore sense to try to work out sone sort
of transition rather than doing it all at once?

And | will tell you, and anyone who does this
work will tell you, drug testing is not a compdity that
you just buy off the shelf. You can go into a car dealer
and if you want one car or three cars, they're really gl ad
to see you. But if you try to triple the anpunt of
testing that's going to be done at UC Davis -- and | know
you' ve got your reassurances that they're going to be able

to do this, and | wouldn't expect themto say otherw se --
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but there is going to be an inpact in tripling the anmount
of work that goes there that is going to be difficult to
overconme in the short term

Isn't it nore reasonable to make sone transition?
For exanple, they currently do one-third. Just for sake
of argunent, why not nmove themup to half if there's
budget issues. And the way the contracts are witten,
it's one-year contracts with three or -- options with an
indefinite quantity. That if you do a commercia
contract, you can decrease the nunber of sanples without
even negotiations. That's quite possible. Okay?

There were sonme issues raised yesterday with
regard to service. And |I'mnot going to repeat those, but
there were sone issues raised by CHRB staff with regard to
issues in terns of just getting information they wanted
fromUC Davis. And | want to remind you that at the | ast
Medi cation Committee neeting one of the things that you
did was you increased the nunber of days all owed for
reporting into the trainers. That was an 18-day issue in
the past. And you decided to increase that to 21. |
think that's a wi se decision, by the way.

But one of the issues -- one of the driving
forces that caused that to come about was the fact that
many tines Davis has been up to the last day in getting

reports. And we have occasionally ourselves. Okay, it's
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a tight squeeze. But if Davis has been having that
probl em al ready, how nuch nore of a problemis it going to
be if you triple the amount of work that they get with

just a couple, three nonths notice?

So I"'m hoping that you'll just kind of give sone
thought to this kind -- these issues. You will |ose sone
things if we go away. | think your staff was very clear

that we have serviced your people who work at the tracks.
We're very easy to access. W provide thema |ot of
i nformati on.

| pointed out yesterday having a lab in the south
has helped a ot with the southern racing in that we do
provi de some sane-day results for those trainers who are
trying to make sure their horses have cleared certain
drugs before they run in big race.

We've been able to get the sane-day cl earances on
cl enbuterols, procaines and issues like that. And that
won't happen if you got to ship them overnight. Sorry.
Even if they're willing to get themas soon as they --
anal yze them as soon as they conme in, You sinply can't do
same-day kind of service down there

So | do hope you'll reflect on these a little
bit, these coments that |I'm maki ng, and perhaps agree to
have sone sort of transition programrather than an

al | -or-not hing deci si on.
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And | do thank you for your tinme. Regardless of
your decision, | do want to say it's been a privilege
working for this Board. W have worked for you for 50
years, and nyself for over 20.

So thank you very much.

CHAI RPERSON HARRI' S:  Thank you. | think anything
we do is definitely no reflection on anything -- any
problemw th Truesdail. | think Truesdail's done a great

job for us over the years. And I think we're just |ooking
at a different way to proceed.

Do we have a motion on this?

VI CE CHAI RPERSON BI ANCO: | would just like to
ask Ron -- | have some concerns about the costs. And
know | should be asking this to Scott. But ny biggest
problemis: Are we opening up Pandora's Box by not having
a ceiling on what we're going to be paying?

EQUI NE MEDI CAL DI RECTOR JENSEN: It's ny
i npression that under an interagency agreenent, that it
can all be worked out. You can include a ceiling -- in
ot her words, there's only so many dollars avail able for
drug testing. And that would be the figure that we'd be

wor ki ng with.

CHAI RPERSON HARRI S: | agree we have to be
prudent. But | don't -- we've got a, you know,
mul ti-billion dollar industry here. | don't think we can
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try to skinp on testing just on cost.

VI CE CHAI RPERSON BI ANCO. | don't want to skinp.
| just don't want to actually just open up where, if we're
paying right now -- the nunbers | heard, these are just
estimates -- were about 1.1 nillion. You know, if you
turn around and tell me it's going to be $2 mllion, you
know, what can | live with?

COW SSI ONER SHAPI RO It was ny understandi ng of
the process that, again, what we're doing in the
i nt eragency negotiation is we're sinply noving forward, at
whi ch point we'll be able to establish what the cost will
be, what we're going to get for it. And if we don't find
it acceptable, we still have the opportunity to go back
out and go to rebid it.

In the conversations that I've had with Dr
Stanley, it appeared as if the tests were at a conpetitive
value. But, again, | don't think we're making a fina
decision. W're just noving forward with an interagency
agreenent procedure to see if we can negotiate sonething
that's pal atable and that we are able to inprove our
testing procedures. That was all

EQUI NE MEDI CAL DI RECTOR JENSEN. Yes. And M.
M nam just rem nded ne that in devel oping the interagency
agreement, there will be a -- whatever noney's avail abl e

for drug testing for the current -- or for the upcom ng
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year will be the target date. And that will be the -- |
nmean the target anount, that that will be the ceiling that
will be put onit. |In other words there's going to be so
much noney avail able, and the interagency agreenent wll
be worked out to reflect that.

COW SSI ONER SPERRY:  Well, wouldn't you cut the
nunber of tests down if you're running out of nobney?

EQUI NE MEDI CAL DI RECTOR JENSEN: Absol utely, yes.

And | think the -- the interagency agreenent
would allow the flexibility to do that, and also to
address problens as they arise in a nore tinely manner
than if you have a strict number of samples that have to
be tested under a contractual agreenent.

COW SSI ONER SHAPIRO:  Wait a minute. |'m not
sure -- | understood what Conmm ssioner Sperry was sayi ng.
If you have to cut the nunber of tests to neet budget,
whi ch | thought was the point he was making --

COW SSI ONER SPERRY: That's what 1'm asking.

COW SSI ONER SHAPI RO: -- that would be
detrinental to us. Well, wouldn't we in fact be saying
that we want at |east the same nunber of tests for that
val ue so that we're not having to cut the nunber of tests
to meet the value?

Is that right, Comn ssioner Sperry?

COWM SSI ONER SPERRY:  Yes.
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EQUI NE MEDI CAL DI RECTOR JENSEN:  |'msorry. |
may have m sunderstood the question.

| think that -- what I'msaying is that we
woul dn't cut the nunber of tests. But if budgetary
probl ens arose, we nay be able to reduce the nunber of
sanpl es that are tested.

You understand what |'m saying?

COW SSI ONER SHAPI RO No.

EQUI NE MEDI CAL DI RECTOR JENSEN. There has been a
nove in the industry and recommendati on of various groups,
i ncluding the McKenzie report which was conm ssi oned by
the Jockey Club about six or seven years ago, that drug
testing should focus nore on the quality of testing, the
anount of testing done on a sanple, as opposed to
i ncreasi ng the nunber of sanples that are collected -- not
are collected but that are tested.

COW SSI ONER SHAPI RO Wel |, okay. | think
that's a separate issue. But going to Conm ssioner
Sperry's point, what we don't want to do is hear that we
have a mllion dollars available for testing and because
we're using UC Davis, "Sorry, you can only do a thousand

tests,” whereas at Truesdail we used to get 1500 tests.
In essence, that's increasing the cost per test.
| understand what you're talking about. It's a

different issue, which is the qualitative aspect of the
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testing. And that | think is one of the reasons, by going
to instrument testing, we are | ooking at naking this
change. |'d like to hear fromDr. Arthur on this because,
again, what's inportant here is, as new nedications are
devel oped, as we continue to find new things and we have
to strengthen our testing and our procedures, it's ny
understanding we're taking a nmove to doing that. Wth no
knock on Truesdail. W' re not saying anything
i nflammatory towards Truesdail

Do you want to comment ?

DR. ARTHUR: Dr. Arthur, Oak Tree Racing
Associ ati on.

| really think that we're kind of hitting on a
key point. As long as you're |looking at the cost per test
sanpl e, Truesdail will probably be the Maddy Laboratory
any day of the week. They're a commercial |aboratory.
They're able to keep their costs low. But what we're
really tal king about is qualitative testing.

I think we're really at a crossroads. It's
bewi | dering to ne that we have the Maddy | aboratory, with
all the assets they have, all the capabilities, and are

not utilizing that facility to the utnost.

The McKenzie report -- it's actually been wel
over ten years ago -- cane out with a conclusion that
we're spending -- testing too many sanpl es and not

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

51
spendi ng enough tinme on each individual sanple.

What | think is a real attractive aspect of this,
it allows us to totally reeval uate our drug testing
program Drug testing is a deterrent. And the MKenzie
report very effectively analyzed statistical probabilities
of finding positives under different scenarios. And their
basi ¢ conclusion is that we should be spendi ng much nore
noney on each individual sanple.

It also gives us an opportunity, particularly
with some of the experience we had with the database with
TCO2 testing. W can freeze sone sanples. W may not
test as many sanples in the future, but we'll do a better
job with those sanples. And if we find, for example, that
trainer X has a positive for a particular drug, we're
still able to -- with maintaining those sanmples, to go
back and examine those. | don't know if that's what the
Maddy Laboratory has in mind, but it's one of the
scenarios we can do. This is an opportunity to take drug
testing to a different |evel

We have the assets of the university. W have
access to toxicol ogists, epideniologists, botanists, no
matter what you want, at the university. And | think we
shoul d utilize that.

There's not hing agai nst Truesdail Laboratory.

They're a very conpetent |aboratory and they're cost
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effective.

But the Maddy Laboratory is one of only two A2LA
accredited Laboratories to |1SO 17025, an internationa
standard. There's only one other racing |aboratory. Dr.
Catlin's | aboratory, who does olynpic testing at UCLA, is
accredited.

And, frankly, if it wasn't for the quality of the
Maddy Laboratory we could not have done the TCO2 testing
we did at the levels we do. In fact, you will hear where
many states use a 39 millinoble level. And a |lot of that
is because they don't have the |l aboratory quality that the
Maddy Laboratory offers us.

The bottomline is that if we inplenent -- if we
nove all the testing to the Maddy Laboratory, if -- we
have to remenber it's a research |aboratory. The
i nstrument at testing was innovative when it was done,
when the Maddy Laboratory first started. It was actually
the first |aboratory to do wide -- a |large nunber of
instrumented testing as they did. W're going to need to
| ook at protein peptides, the EPO s, the growth hornones,
the synthetic henoglobins. And you're going to need a
research | aboratory that's going to have to be able to
adapt very quickly. You can't be tied tide into a
commer ci al contract.

Not hi ng agai nst Truesdail. |It's in their
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contract. But they're using thin [ayer chromatography as
their major screening nmethod. That is a nethod that when
| took biochem stry as an undergraduate in the |late '60s,
that wasn't even a new technol ogy then. So, you know
it's just the fact that this gives us an opportunity to be
a world-class jurisdiction in terms of drug testing.

And | think we need to take the opportunity, and
this is the first step

CHAI RPERSON HARRI S: Okay. Any other comments
from the Conmmi ssioners?

Do we have a motion on this?

COW SSI ONER SHAPIRG:  1'Il so nove that we
proceed with a -- to an interagency agreenent with the
Maddy Lab at UC Davi s.

CHAI RPERSON HARRI'S:  |'Il second.

Any ot her di scussion?

Al in favor?

(Ayes.)

CHAI RPERSON HARRI' S:  Any opposed?

It passes.

The next itemis the discussion and action by the
Board on a regul atory amendment to CHRB Rul e 1663(a),
Entry of Clainmed Horse, item6.

Do we have sonebody to present this?

MS. WAGNER: Jacquel i ne Wagner, CHRB staff.
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The proposal before you to amend Rule 1663 woul d
amend the rule to make horses that are clained in a
claimng race ineligible to run out of state until 90 days
after the close of meeting except in a stakes race.

As you know, this issue has been di scussed a
nunber of times before this Board. Beginning in July of
2000 the issue was heard with a proposal al nost identica
to what we have here today, except for the time -- of jai
time would be 60 days. At that tinme proponents of the
proposal was -- the intent of the amendment was to keep
horses that are clainmed here -- to keep themin
California. At that time TOC opposed the anmendnent on the
grounds that it would restrict an owner's ability to use
his property to his best advantage.

We al so received an infornmal opinion fromthe
Attorney Ceneral at that tine that the rule prohibiting a
horse clained in California fromparticipating in any
out-of-state race for an extended period of tinme would be
unconstitutional as a violation of the comrerce cl ause of
the United States -- of the Constitution. W also heard
this issue in 2001, again in 2003 and in 2004.

As a result of the |ast Board neeting where staff
was instructed to go ahead and review this proposal, we
did sonme checking with several other racing jurisdictions

to get their take and their rules as to how they will
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handl i ng the situation.

Qur research resulted in finding that there are a
nunber of jurisdictions that do have restrictions on
horses claimed out of state -- clainmed in their states,
remaining in the state for a period of tinme. The results
were showi ng that the average was 60 days, versus what
we' re proposing here for 90 days. As a result of that,
staff would reconmend that we anend our current proposa
and require that the horses be required to remain in the
State of California for 60 days.

CHAI RPERSON HARRI S:  Okay. When this originally
came up a few years ago | was not sure if it was a good
idea or not. But it seens to nme that now we really do
need sonething like this to protect our horse popul ation
in California. Because we have so nmany new states com ng
on that really were not conpetitors to California
California had racing that would hold the horses here.

But now there are a nunber of horses being clainmed to exit
the state. And we're an island out here. And once we
| ose a horse, there's no -- it's hard for us to replenish

our supply.

So I think -- you know, there are a | ot of
commerce issues and all. But if other states are doing
this, |I think especially if we amend it to 60 days, it's
not a burden on anyone that clained a horse that -- but it
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wi | | discourage horses |eaving the state

We'd like to hear from audi ence on their feelings
on this.

MR, DOUGHERTY: Charlie Dougherty, California
Thor oughbred Trai ners.

As you know, in previous tines CIT did oppose
such a rule. However, given the change of circunstances,
we have seen a dramatic increase in the anmount of horses
| eavi ng once they've been clained. So at this time we
woul d support the proposed rule change. We think it is in
the best interests of California to help keep horses
within the State of California. The increasing shortage
of horses and field size is starting to have a devastating
effect here in California, so we do support the rule
change.

MR, COUTO  Good norning again. Drew Couto on
behal f of Thoroughbred Omers of California.

TOC al so supports this neasure, not as an
anti-conpetitive restraint on the flow of these horses,
but for several factors, including the fact that we
subsi di ze stabling and vanning in the state. W have to
budget over a period of tinme. The uncertainty and the
fl ow of horses creates sonme issues for us, particularly in
the long run. And so we feel that we're better protecting

t he budget, the stabling and vanning funds and this
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resource here in the state. And so at this tinme we would
support the regul ation.

Thank you.

COW SSI ONER SHAPIRG:  Can | ask for a
clarification. Mybe |I m sheard.

We're tal king about extending it for an
additi onal 60 days to 90 days, is that --

CHAI RPERSON HARRI'S:  Well, | think -- if the
original proposal was 90, | think this is judged to now,
which | think is probably prudent, that we reduce the 90
days after close of a neet to 60 days. Because currently
there's no -- | nean when a given nmeet is concluded. For
i nstance, if Santa Anita, say, concludes on April 21st,
soneone could enter the horse in Prairie Meadows or
sonepl ace the next week if they wanted to, that --

COW SSI ONER SHAPIRO:  Well, I'min favor of this
rule. But what | don't understand is why -- I'min favor
of it being 90 days. But why is it -- I'mjust kind of
surprised in -- | thought | heard staff say 60 days. And
yet when | |ooked at the staff's analysis, it was 90 days.
And the rule amendment that's in front of ne was 90 days.
And, frankly, | favor the 90 days. So | don't know why
it's being changed to 60.

Woul d the prior speakers also support 90 -- well

M. Mnam's up fast, so there nmust be sonething w ong.
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EXECUTI VE DI RECTOR FERM N: One of the things
that -- now it says at the end of the neet. And as has
been nentioned, we've gotten people who have cone in and
suddenly cl eaned us out within the |ast couple of weeks of
a neet. So we thought 90 days sounded good. When we
started | ooking at the other states, it |ooked like the
| ongest period of time was 60 days. And M. Knight has
cautioned us that really if sonebody were to decide to
take us to court, it mght be a difficult situation.

So we thought we would nmaybe be better off being
inline with what some of the other states are doing.

CHAI RPERSON HARRI'S: | would think 60 days -- |
mean in a way | could see 90 days. But | think 60 days
woul d achi eve the sanme result, that sonebody's not going
to claima horse if it's going to be tied up for 60 days
if they leave the state. So | think it's kind of
acadenic, but 60's probably enough

COWM SSI ONER SHAPI RO Well, could we ask the
prior speakers if they would feel the sane way if it was
90 days? | nmean we're out here on our island, and
have -- |I'mjust concerned that it's a lot of --

EXECUTI VE DI RECTOR FERM N:  They' re probably not
going to do it, you know. They're going to be discouraged
at 60 or 90 probably. But | think part of it was the

i nfluence of M. Knight.
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CHAI RPERSON HARRI'S: | think it's inportant we
don't get sonething that someone chall enges us on. |
think at 60 days there's maybe less |ikelihood of a court
challenge. It's something that's just a rational nove.

M . Robbi ns.

MR. ROBBINS: Tom Robbins, Racing Secretary at
Del Mar.

' m okay with 60 days. |'m probably better at 90
days.

I think the other part of this issue is what the
ot her states are going to recognize, and if they're going
to be supportive or honor what our rule is. And certainly
I think 60 days is probably easier to swallow than 90
days. And | think that's pretty critical. W can do
whatever we want. And if they don't honor it, then
guess we don't have any support for -- or what we're
trying to achieve, and that is to keep out-of-state
interests or owners fromconming in to California with the
sol e purpose of clainmng horses, no intention of running
themin California, sinply to take themout of California
and run themin other states. |It's bad for our business.
It's not good.

The only thing | would add is that this
problem-- and I"'mthrilled to hear the support of TOC and

CTT, which we're not in support in the |last severa
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presentations of this modification. It is a particular
problemthat's only going to get worse. W had a wake-up
call last year when an owner came from out of state and
essentially took about a hundred horses out of California
in a six-nonth period. And with all these slots-fueled
racetracks that are opening up offering purse structures
doubl e what they have been, it's just going to becone
wor se.

So 60, 90, I'mthrilled with 60. Thank you.

And speaki ng on behal f of all other racing
secretaries in California as well and the racing
associ ati ons.

Thank you.

MR, DOUGHERTY: Charlie Dougherty, CITT.

In regards to your question, M. Shapiro.
believe that 60, 90 is a big enough disincentive for
sonmebody to cone in. So we would be willing to accept the
60 day.

And we agree with the rationale that as |ong as
we're in line with other states, there mght be |ess
likely litigation involved if sonebody were to chall enge
t hat .

MR. LI EBAU:. Jack Liebau fromthe Bay Meadows
Raci ng Associ ati on.

We also favor the rule. | think the problemis
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nore acute in the north than even in the south, because of
the ability to nove | ower priced claimng horses into
jurisdictions that have much hi gher purses.

The one thing that maybe needs sone clarification
is it's my understanding that in the past the fair circuit
has been considered to be one neet. And | think that that
is of some inmportance, and woul d hope that the rule mn ght
incorporate that. And I'mnot sure as to the origin of
that concept. But | think that that has been the
understanding i n the past.

Thank you.

CHAI RPERSON HARRI S:  That woul d be inportant,
agree.

MR. LI EBAU: Pardon ne?

CHAI RPERSON HARRI S:  Coul d we just incorporate
that into the rule sonehow or --

M5. WAGNER: | could address that in the
amendment .

CHAI RPERSON HARRI S: Okay. So now that we're
changing it -- this has to go out for public notice --

M5. WAGNER: Correct.

CHAI RPERSON HARRI'S: -- and then cone back. So
we're not really enacting it at this point. But we're
going to change it to 60 days and clarify that a neeting

to include the northern California fairs as one race
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neet i ng.

Do | have a notion to put this out?

DEPUTY ATTORNEY GENERAL KNI GHT: Excuse ne. |
just -- I'mnot clear. What Jackie had nentioned was --

the proposal was that the horse be required to stay in the
State of California.

CHAI RPERSON HARRI'S: No, you don't have to stay
here. You can go any place you want. You just can't
start sonepl ace el se.

DEPUTY ATTORNEY GENERAL KNI GHT: Well, okay. But
nmy under standi ng was that was the proposal that she made,
which is what the other states have, as | -- am| correct
on that?

MS. WAGNER: Correct. We're recommendi ng that
the 90 days be anended to 60 days.

CHAI RPERSON HARRI'S: Sixty. But it's not -- we
need to clarify, the horse does not have to stay in
California. 1t just cannot --

MS. WAGNER: No, he would just be ineligible to
race.

CHAI RPERSON HARRI'S: -- the sanction is it just
can't start. So it would be sort of a disincentive for
people to take themout. But clearly too soneone could
purchase a horse privately and take it out. But they just

can't claima horse and start it in another state. And

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

63
we' re dependent on the other states honoring California's
rules, which I guess there is precedent for

DEPUTY ATTORNEY GENERAL KNI GHT: Can | just
clarify?

My understanding fromthis was that the
out-of-state states that you did survey, that their rule
didn't preclude racing in another state, but rather it
precluded removing a horse fromthat state for a set
period of tine.

M5. WAGNER: That's correct.

DEPUTY ATTORNEY GENERAL KNI GHT: Okay. And the
reason | raise that is that makes a difference in terns
of -- the issue that we've been concerned with is
California trying to regulate a race in another state.
And of course that's a concern that this may not raise.
Indirectly it raises the sane kind of an issue. But we
haven't | ooked at the issue of holding it within the
state. We've only |l ooked at the issue of, and we have a
concern about, trying to restrict what another state can
do with a horse that's been renmpved from California.

CHAI RPERSON HARRI' S:  Yeah. That issue has been
ongoing. | nean we would have that now. |f someone
clainmed a horse on Decenber 26th at Santa Anita and then
deci ded they were going to run it in sone other state

today, they would not be able to do it. And other states
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have not chal |l enged that.

EXECUTI VE DI RECTOR FERM N:  That would be if the
ot her association is going to honor our rule, which they
generally do. Very often the stewards will get a phone
call from Washington and say, "There's a horse entered up
here. What is your rule?" And they'll scratch the horse.

CHAI RPERSON HARRI S: I f we do approve this to go
to the rul e-maki ng process, when would be able to actually
have this in place?"

MS. WAGNER: The normal tinefranme, as soon as we
get back to the office, | will prepare the text based on
what we've discussed here. It will go to the Ofice of
Adm ni strative Law and have that 45-day comment period
that we will have to have. That's the normal procedure.
Once the 45-day comrent period has concluded, we will cone
back before this Board for adoption. Once it has reached
that level, then we'll prepare the final rule-making file.

So we're tal king probably two, three nonths.

CHAI RPERSON HARRI S:  Yeah. So possibly by about
June we'd have the --

MS. WAGNER:  Hopeful ly, yes.

CHAI RPERSON HARRI S:  Okay. Well, do we have a
notion to put this out for corment as anended?

COW SSI ONER SHAPI RO  Can | just ask one nore

guestion?
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Wuld it be possible for us to -- in the event
that horse is renpbved fromthe state, is there a way for
us to calculate the anmount of noney that is spent for

vanni ng and stabling and have, in essence, some form of

a -- whoever is renoving that horse, that in addition to
the -- they would have to repay the anopunt of nopney that's
been spent on vanning and stabling costs? Again, |I'm

trying to keep horses in the state here.
CHAI RPERSON HARRI'S: No. 1'd hate to get that

tied into this rule. That is sort of a separate issue.

COWM SSI ONER SHAPIRO. | don't know if it can
be -- I"'mtrying to see if -- can it be tied into this
rul e?

CHAI RPERSON HARRI'S:  Well, | think it would just
conplicate this rule. | nmean there's so many different
situations that -- this rule is easier to enforce, because

the horse either starts someplace else or it doesn't. But
there's so many horses that are turned out or this or
that, I'd hate to get it conplicated into this rule.

Maybe there -- that's sort of a different area
that we could | ook at, that there be sonme sort of account
that people had. But that's sonething we need to | ook at
on anot her day.

VI CE CHAI RPERSON BIANCO: |'d like to recomrend

to Ingrid and Roy that we ook into this and bring it back
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to us, what type of costs we're | ooking at on these
cl aimed horses that are noved out. You know, are we
| ooki ng at a couple hundred thousand dollars a year or

you know, are we | ooking at $25,000 a year?

CHAI RPERSON HARRI' S:  Yeah. Well, | think that
really the oversight for that should be the -- the tracks
and the horsenen are really in charge of the -- it's

really their fund. This stable and vanning fund is
adm nistered by them | think they need to take a | ook
and see if they're | eaving noney on the table that they
could better utilize other places. W sort of have
oversight of it. But I think we need to get --
COWM SSI ONER SHAPI RO: Yeah, |'m kind of
responding to Drew s comment, which is that they have an
i nvestnment in these horses and keepi ng them and noney's
allocated to them And if there's a way to quantify that
it comes out to so nuch noney, and in fear of somebody
that swoops in and takes a hundred horses, he also gets a
bill for a mllion dollars that he has to pay back any
stabling and vanning that was invested in that horse over
the last year. Maybe that's a further disincentive to
come in and raid our horses.
CHAI RPERSON HARRI S:  Yeah. Well, 1'd like to get
this rule done first.

COW SSI ONER SHAPIRO:  No, |I'mnot trying to
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change this rule.

CHAI RPERSON HARRI'S:  Well, let's get a notion --
we've got a notion to approve this rule, | think

VI CE CHAI RPERSON BI ANCO:  Second it

CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI'S:  And then let's | ook at the
other -- the other issue's a valid issue, but it gets
pretty conplicated.

CHAI RPERSON HARRI S: I f you want to take a quick
break, we can.

We're taking a quick break here.

(Thereupon a recess was taken.)

CHAI RPERSON HARRI S: Okay. I'll call the neeting
back to order. There are a few people still com ng back

The next itemon the agenda is the discussion and
action by the Board on the uniformty of TCO2 testing, the
notification of trainers and the requirenment of detention
barns for trainers between neets.

DR. ARTHUR: Dr. Arthur, Oak Tree Racing
Associ ati on.

The TCO2 programis -- between the TOC, CTT and
the individual racetracks. All racetracks have agreed to
the conditions of the TCO2 testing, either contractually

or intend to do so. And the penalties will be held over
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These are maxi num penalti es and they include:
The first offense, 30 days in detention barn; the second
of fense allows for 15 days of refusal of entry; and the
third offense, the trainer can be renmoved fromthe
racetrack. These are the maxi mum penalties. What
penalties will be inposed will depend on the rel evant
circumstance. However, the tine is passed where any
synpathy or special understanding is due to any of these
trainers.

We do review each case. And we conpile a
dat abase with all test results, with the horse's trainer
date, race. And we exam ne those results when they neet
with the trainers. And it actually has been a very
power ful tool and sonething that should be continued.

For exanpl e, one trainer had the explanation of
a -- got amffin mx in a gift basket they just happened
to feed to this horse that tested high. But we could
actually review his record and see that it was actually
giving gift baskets back in Del WMar

(Laughter.)

DR. ARTHUR: We did incidentally adm nister a
muf fin mx to a horse at UC Davis, which is another
exanpl e of the advantage of working with that particul ar

facility. And it doesn't make nuch difference.
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The trainers that have tested high to date are:

Puppeteer in the seventh race on January 22nd,
trai ned by Jeff Millins.

Terpsichore, first race, January 14th, trained by
Juli o Canani .

Smuggler's Run in the fifth race on February 5th,
trained by Vladinir Cerin. He also had a horse naned
Bl ess Her Heart in the third race on February 3rd.

Adam Ki t chi ngman trai ned Always The Best in the
fifth race on February 16th.

Dani el Franko, Heat It Hot, second race, January
27th, at Golden Gate Fields. He finished the detention
barn sanctions at Bay Meadows.

J. R Thomas who we net with yesterday with Seven
Way Shake in the ninth race on March 12.

And Bayl or's Yodeler, fourth race, January 12th
also. That's a father and son team And we met with
them and | -- we're quite confident we're not going to
see any nore problens fromthem

In spite of what seens |i ke a |arge nunber,
would Iike to point out that we tested 6,099 horses since
the beginning of Santa Anita's neet. W' ve had five
violations at Santa Anita. W' ve had none in the |ast
five weeks. A violation is 37 mllinoles or higher, which

is avery tight level. And we've only had one violation
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since the first trainer went into -- was announced
publicly.

Not only that, but we've seen a decrease in the
overall TCO2 |levels, particularly anpngst trainers who had
abnormally high levels. W've seen that not only in
people in detention barns. But people that we've been
wat chi ng that have high TCO2's have dropped in general
In fact, one trainer we were concerned who had three
horses over 36 nmllinmles, we can actually see by the
dat abase that he no | onger gives any al kalizing agents to
hi s horses.

This program has been very successful. And
think we're very happy with the response that we get, not
only fromour trainers but for the fans. The fans would
think like to see us pull away sone of the trainers a
little bit nore. And unfortunately, as you know, we can't
fine, we can't suspend, we can't disqualify, we can't
redi stribute the purse. And that's going to have to be in
the purview of the Horse Raci ng Board.

| understand there's been sonme question about the
ef fect of bicarbonate | oading on performnce. There

obviously is sone benefit to using bicarbonate under

certain circunstances. But | will relate a website to you
that you should take a look at. |It's called sportsci.org.
"Il send it to you all individually. And it shows the
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ef fect of bicarbonate |oading in human athletes. But |et
me just say that -- quite sinply, that lactic acid buildup
is the nunber one cause of fatigue in nuscle. Bicarbonate
buffers that lactic acid buildup. 1In one study humans
where a -- there was a standard exercise test with a
cycle, where an individual basically punped as hard or
cycled as fast as he could for a period of tineg,
bi carbonate | oading increased his tine to exhaustion by 50
percent.

The nore relevant study in people, in an 800
meter run, there was a three second difference in
bi carbonate | oaded athletes to non-bicarbonate | oaded
athletes. And as the author of that study pointed, in an
800 neter run, which in tine-wise is equivalent to a nmle
and a quarter race for our horses, it was the difference
between finishing first and | ast.

There's also seen in all studies, both equine and
human, an enornous individual variation. |In other words,
some horses and sonme humans it doesn't make nuch
difference to, others it nmakes a big difference to.

The big problemis anecdotally, these horses can
be run hot or cold, that is, when they're bicarbonate
| oaded, they performwell, when they're not, they run
poorly. And as you know, that's a worst-case scenario for

horse racing, particularly if it's used for ganmbling. And
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i f anybody doubts that this is of benefit to the horse,
all you have to do is |ook at the data and see how hard
some of these trainers are pushing to bicarbonate | oad the
horses. Sone obviously think the performance is tied to
the amount of bicarbonate they have in their system

But we are able nonitor these quite carefully.
And |'m happy to say that we've seen an overall drop in
TCO2 | evel s across the board. And our hope is that we
will finish the Santa Anita neet without any further
TCO2' s.

The two individuals who were confronted yesterday
up here for their high TCO2 on March 12th, that really
di scussing whether it seenms |ike the sanme incident, |
think it's an anomaly. | hope it is. Northern California
has actually been relatively problemfree up until this
particular point. But | think we've gotten the nessage
out. And | know that Bay Meadows and the CTT and TOC are
goi ng to make sure that everybody understands that we're
serious about this problem

In a related issue, I'd |like to announce that we
did try a split-sanple program a dry run |ast week
sendi ng sanples to Chio State for an independent anal ysis.
And that worked out quite well. It is going to be a
possibility to do.

We also tried an i ndependent sanple programwith
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taki ng duplicate sanples and sending themout to the Maddy
Laboratory as well. | haven't talked to Dr. Stanley about
the results. It's not a true split-sanple program but
certainly would be a little bit nore cost effective if the
trainer wanted to do this.

I will point out that a split-sanple programis
going to be expensive for trainers. Probably a couple
hundred dollars at the very least. And unlike a regular
split-sanple program you would not be able to wait unti
the first one cones back and it's negative. Those sanples
woul d have to be run in parallel. And that woul d nean
they'd have to be paid in parallel

Canada has a very simlar programto what we wll
probably be suggesting. And the horsenen just don't use
it. But the bottomline is if you don't bicarbonate | oad
your horses or if you can live with other alkalizing
agents, you don't have a problem

So the bottomline is I think we have this
problemwell in hand. And it's sonething | think we're
going to have to continue to keep an eye on, because sone
people do think it inmproves the perfornmance of their
horses. But I'mquite happy with the results to date.

COWM SSI ONER SHAPIRO:  Dr. Arthur, first of all |
think you' ve done a renmarkabl e job, you and your

committee. And to get it what sounds to be |less than one
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percent --

DR. ARTHUR: It's actually 1/10 of 1 percent.

COW SSI ONER SHAPI RO Sorry. Well, nmy math's
not good.

But 1/10 of 1 percent is remarkable.

Is there a way that you can nmeke these statistics
public or available so that everybody in the industry and
our fans realize that not only have you taken the |ead,
but | see other states are follow ng vigorously, which I'm
al so encouraged to see. And I'mthrilled that you're
going to continue with the oversight and all the tracks
have gotten together on this. | think it's just great for
raci ng.

DR. ARTHUR: Well, we actually put together a
press release from Santa Anita, but with those particular
statistics. Unfortunately good news doesn't play well
and |'ve seen none of it in the press, certainly not the
newspapers in southern California. And sone of the racing
press don't pick it up. They |like the controversy. And
trying to get the good news out, it's hard to do. But
we're going to continue to try to do that. W have had
sonme di scussi ons about how to get that nessage out.

This is a very successful program | nean when
you're tal king about 1/10 of 1 percent, | would chall enge

any professional sport that has a problemw th a specific
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drug or entity like bicarbonate | oading to get that
probl em down to 1/10 of 1 percent.

In fact, the conmm ssioner of baseball was
bragging that he only has a 1 to 2 percent problemin
anabolic steroids in his human athletes, and saying what a
great response that was.

So | think when you | ook at the extent of the
probl emthat was identified |ast sumer to where we are
today, | think we can be very happy with this.

And hopefully the legislation -- enabling
legislation is going to be in place when the Horse Racing
Board takes it over. But the horsemen and the tracks have
i ndicated they're going to continue this program unti
such a tinme it beconmes the CHRB' s responsibility.

We do have the advantage of -- our goal has been
to elimnate the problemrather than try to discipline
anyone. And in that sense we've been very successful

The Horse Racing Board really has to take a
little bit different approach as a policing agency. And
we tell these people when we bring themin that, "You
better figure out how to keep your TCO2 | evel s down. "
Because, if not, when they face the sanctions of the Horse
Racing Board the Class 3 violation will be a suspension
and purse redistribution and the |iKke.

I will say the one thing that is very clear from
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this, that even though sonme trainers have tried to say,
"Well, you know, | don't know what's happening," that when
we put themin the detention barn, when we put sanctions
on them we can see their TCO2 levels drop. That is a
clear indication that the trainers have control over this
particul ar problem

More interesting, even people who have not gone
into the detention barn, who have not gotten over the 37
mllinole | evel, when you |ook at their records,
particularly a few that we've been concerned about that
have had the 36's, you actually see their levels drop as
wel | .

In fact, as | said, one individual who had been
m |k shake -- or giving out the alkalizing agents actually
gave it up altogether. And we can see that. W know what
a nornmal pattern is. W know what a guy that feeds
al kal i zing agents to all of his horses does. |In fact, one
trainer I can tell himthe horse he mssed. | nean it's
that effective of a tool, and sonme people just choose here
or there.

It's a very, very tight control on this problem
And, you know, |'m very happy with the way things have
turned out.

And the nost rewarding part of it is, that the

horsenmen thensel ves, both owners and trainers, are very
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responsive to this. |I'mvery pleased with the results.

CHAI RPERSON HARRI S:  Thank you.

VI CE CHAI RPERSON BI ANCO: | spoke to Scott
Stanl ey yesterday and also M ke Martin. Even if it costs
us sone money, we'd like to go public, even if we have to
pay for, you know, nedia advertising, just to show --
because | | ooked at stuff that Dr. Stanley showed nme on
the last 12 nonths of -- just about every four or five
di fferent horses he showed nme actually what they've
recorded and how they've recorded it.

You know, basically we can see there the drop
you know, in these readings. And I'd |like to get sonme
positive play out of this. | know you've done a hell of a
job. But I'd like to see us pay for something to get it
published rather than wait for the media to publish what
the hell they want.

DR. ARTHUR: Well, that's right. | talked with
M ke al ready and gave him sone information. W'Ill do
whatever we can. We'd |ike to get the good news out. And
I know that Santa Anita -- Jack MDaniels is here today,
has thought about the problemas well as the rest of the
Santa Anita staff. So whatever we can do to get the good
new out, we'd like to do it.

Unfortunately, they like controversy and that's

just the reality of it. But we'll do whatever we can to
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get that done, because there is a very positive story
here --

CHAI RPERSON HARRIS: It really is -- it's a great
story and a | ot of people were involved in making it
happen, and particularly you.

Could we say at this point -- thoroughbred --
testing in California has the npst aggressive programin
the country?

DR. ARTHUR: W certainly have the nopst
aggressive programin the country. And, again, the 37
millimles -- lot of states will actually use 39
mllinoles. We're using 37 millinmles. And a lot of that
has to do with the job that Dr. Stanley does in the Maddy
Laboratory. And we have a very rigorous system The
sanpl es end up being tested ten tinmes. W have a standard
certainty adjustnment. | mean when we have a trainer, we
have them dead to rights.

And the nost rewarding part of this has been that
I know we have not gotten an innocent person. And that's
al ways a problemin drug testing in horse racing. |It's
very easy for somebody to get wapped up in this that
didn't intend to. And, you know, | think that's been a
real positive thing for us, that we're addressing the
probl em we can see what it is, we know that we have the

ri ght person when we call the trainer in. And even though
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sonmetines they squirma little bit about it, you know,
t hey know we've got them

EXECUTI VE DI RECTOR FERM N: | want to just
comment that we've been getting through our office weekly
inquiries fromdifferent jurisdictions that want to cone
and visit, want to know how doing we're it. |'mvery
pl eased and we're getting, you know, absol utely nothing

but positive input.

CHAI RPERSON HARRIS: | think we -- the wagers --
|'"ve got a few E-mails frombettors -- and, as you know,
everyone bets signals all over the country -- that say

they weren't going to bet the California single because of
the m |k shake problem | think we E-mail ed back saying
it's probably the one place you should be betting is

the -- bicarb.

DR. ARTHUR: Absol utely.

Interestingly, we haven't heard trainers
conpl ai ni ng about that clainmed horse that all of a sudden
becomes a wonder horse, seriously, since we started this
program |'ve tal ked to handi cappers, and nobody's been
able to identify a horse that's becone the super horse
from bei ng cl ai mred anynore. \Which, you know, you've heard
those runors all the tinme. You know, we just have to put
t hem behi nd us many tines.

But we're moving in the right direction. And
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think industry's really worked together on this. And
can't say enough about the support fromthe Santa Anita,
Hol | ywood Park, Del Mar, all the -- CTT and TOC, they al
want to solve this problem And | think it's been
beneficial for all of us.

Thank you.

CHAI RPERSON HARRI S:  Thank you.

DR. STANLEY: Scott Stanley, UC Davis. | just
wanted to add to what Dr. Arthur was just saying. Wth
t he support of the associations, the TOC, the CITT,
specifically the TOC providing us sone fundi ng and Qak
Tree providing us sone funding, we've been able to
i nvestigate many of the concerns of al kalizing agents,
speed agents, things that are being added, certain things
that are being purchased over the Internet, being able to
provi de that feedback back to Dr. Arthur when they've done
the further communication with the trainers to find out
what things are affecting the TCO2 | evel and what things
aren't affecting those |evels.

So we're very quickly able to respond and give
them additional information as to howto avoid this if
they're concerned about it, with the feeding program
We're actively involved and comunicating with them as
well. And we're finding there's not quite as nmany things

as it is perceived in the press that do affect those
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l evel s. Mst of themare very controll able, because you
can see that with the -- once they go in detention.

Thank you.

CHAI RPERSON HARRI S: Thank you.

The next itemis discussion on the enploynent of
Pari - Mutuel Enpl oyees Cuild Local 280 at advance DW
facilities in California.

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

W t hout rehashing the discussions of |ast nonth,
"Il just start with this. At the last Board neeting in
February the ADW conpanies as well as Local 280 were urged
to nmeet and cone to sone kind of agreenent that is
nmutual |y beneficial to each party. And this is in
attenpts for the Pari-Mituel Enployees Guild to secure
enpl oynent at the ADWfacilities.

The reason why this is on the Board item today
is, | spoke with M. Castro. He's with Local 280. And
he's indicated that there was no progress nade, that the
two parties were unable to neet.

Wt hout attributing blanme or responsibility to
either party, I'll just say that they weren't -- they did
not nmeet in the |ast nonth.

VWhat the staff has done in order to facilitate

some kind of resolution to the two parties is in our
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recommendati on we are asking the Board to direct both
parties to neet within 30 days and subnit a record of
progress to the Executive Director, who in turn would
report to the Board. It seens as though that the problem
is just getting the two parties to the table.

So |'ve spoken to TVG, John Hi ndman, and Ri chard
Castro of course with Local 280 and Jeff True of YOUBET.
And each of themindicate a willingness to nmeet within the
next 30 days.

I haven't spoken to anyone from Express Bet, but
| do expect their participation.

So at this point, we ask the Board to direct the
two parties to nmeet within 30 days and submit a progress
report to the Executive Director. Because of sone
problenms that the two parties have as far as neeting, |'ve
offered -- taken the liberty of offering nmy services or
t he Executive Director, Ingrid Fermn's services to help
facility a meeting at a tinme, place and date for the two
parti es.

So at this point basically the staff is asking
the Board to direct the two parties and give them a 30-day
deadl i ne to neet.

CHAI RPERSON HARRI S:  And cone back at our Apri
nmeeting with a report of the progress that's been nmade or

what our resolution would be?
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ASS| STANT EXECUTI VE DI RECTOR M NAM :  Yes.

CHAI RPERSON HARRI'S: | think we're all pretty
famliar with the issues and appreciate the different
sides of it.

COW SSI ONER SHAPI RO | don't understand. W
heard at the |last neeting the position of 280. It's very
clear. And | think that we all were very synpathetic as
to the plight and so forth. But what | don't understand
is -- I"'mnot sure | understand what we're being asked to
do. Okay. | agree, let's order themto neet, let's order
themto talk.

But if they talk and they neet and if they meke
up and everybody's happy, great. But if they don't, I'm
not sure what it is we're being asked to do given that our
power | believe is limted in our ability to require hubs
to be located here in California. So |I'm not sure what
the end plan is that you're asking for, M. Castro.
don' t under st and.

MR, CASTRO M nane is Richard -- can you hear
Conmmi ssioners. M nanme is Richard Castro representing
Pari - Mut uel Enpl oyees CGuil d.

We feel that when you issued the ADWs l|icense,
they were not in conpliance -- conplete conpliance with
the intent of the statute that brought it in.

Basically we felt that as a condition of our
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support we should have -- it should have been nmandatory
that there should have been tel ephone operator jobs, anopng
ot her things, that we do not have here in California.

COW SSI ONER SHAPI RO  So is your ultimte goa
for us to revoke those licenses? |Is that your goal. |If
you can't reach an agreenent, is that your ultinmte goal ?

MR, CASTRO. Well, our ultimate goal is to meke
themfollow the statute of the law Qur ultimte -- we
don't really want to hurt the revenue streamto the race
track. W don't want to really hurt the profitability to
a racetrack. However, if you and |I made an agreenent, we
woul d expect you to abide by the agreenent. And we don't
feel that they're abiding by the agreenment. And
ultimately if they were not abiding by the agreenent, yes,
we woul d ask you to work sonething out with their |icense.
Agai n, not necessarily shut them down. Because we do want
to sit down, we do want to work this out. W feel that if
we can get themto the table, and we feel that maybe sone
of the parties that are with these conpani es now were not
aware of the history, maybe we can -- |'msure we could
wor k somret hi ng out.

CHAI RPERSON HARRI S:  Well, are you -- you refer
to the agreenents. |1s the agreement -- do you nean the
statute or are you referring to another agreenment --

MR. CASTRO. The statute was that there would be
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phone wagering jobs in California. Wat Dave Rosenfeld,
our attorney, and nyself did was go through and quote from
the transcript the understanding -- Alan Landsburg backed
it all up --

CHAI RPERSON HARRI'S:  Well, | nean the statute
that the Legislature passed.

MR. CASTRO. Correct. That was the intent. And
we understood when we went through the rules that brought
in ADWthat the hubs would be in California. That's what
we under st ood.

COW SSI ONER SHAPI RO But, M. Castro -- and
understand, we were -- | feel that you guys kind -- got a
raw deal . Okay? | do. Fromthe |ast neeting, from what
| heard, sonmething was represented to you and you don't
feel -- that it was wasn't -- that you didn't get what you
t hought you were bargaining for. | understand that.

But what happens when technol ogy comes into play
and there aren't those jobs? There used to be tel ephone
operators, for exanple. W don't have tel ephone operators
anynore. Okay. Everything' s electronic.

I's your position that these conpani es should
enpl oy tel ephone operators if that is an obsol ete process
fromtheir perspective in terns of doing this? |Is your
position that, regardless of the technol ogy, they should

be held to having tel ephone operators even if it's not the
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preferred way of doing it, it's not the -- you know,
peopl e can punch nunbers over the phone, they don't want
totalk to a person. Are you still saying they are -- you
want themto have to have people answering the phones?

MR. CASTRO |'m not being adamant. |'m not
putting their back against the wall the way you're
presenting it.

COW SSI ONER SHAPIRO.  |'m just asking.

MR, CASTRO. | think what nost conpani es do when
new t echnol ogy cones in, they sit down and they bargain
There was a recent news article where YOUBET had a
custoner conme to their facility and obtain a check. Now,
someone had to wite that check. It was ironic that |
tal ked about that at the last neeting and then two weeks
| ater we see in the newspaper that YOUBET actually did
have a custonmer cone to their facility. Someone wote
that check. That's custoner service. That would be a
same or simlar kind of job. That is sonmething that we
woul d be interested in.

We don't know exactly what they do or don't have.
But we are very confortable that if tel ephone operators
are obsolete, as you say, then we kind of think that there
m ght be other avenues where we could pursue, and we woul d
like to be involved in that.

VWhat | would also like to do -- we will
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participate in the neeting. That's not a problemfor us.
We wel cone it. But what | would also like to have the
Board do is maybe have a representative, one or two, of
the TOC to also sit in these neetings, so | don't get
nmyself in a position of "he said/she said". | would fee
much nmore confortable if we had soneone |ike that sitting
in these neetings as well. | would appreciate your

consi deration on that.

CHAI RPERSON HARRI S:  Okay. Well, | think
that's -- we need to have the neetings and then cone back
and sort of -- | nmean there's a bunch of different issues

here that |I'mnot sure we're going to solve today. But at
| east let's get everybody together and see if there's
different job categories that we woul d benefit both the
enpl oyees and - -

VI CE CHAlI RPERSON Bl ANCG:  John, | was on the
Board when Al an was very forceful in saying, when he was
chairman, that we will guarantee that we will have
Cal i forni a-based people doing a | ot of the AD wageri ng.
And to be very frank with you, | even thought then that,
you know, this is going to be hard to do. But then | was
told that YOUBET had this type of operation already
established in Wodland Hills at their offices. And
just thought we were going to go negotiate -- or you were

going to negotiate with them and get a fair shake.
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To me, you din't get a fair shake. W voted, you
know, to support everything, the Board -- right? And
was misled, to be very frank, on ny vote at that
particular tine.

CHAI RPERSON HARRI S:  Well, clearly those workers,
if they desire to forma union, they have that right.
It's just | don't know if we want to inpose that
obligation on them

VI CE CHAI RPERSON BIANCO. No, I'mnot trying to
i mpose anything on anybody. Wat I'mtrying to say is we
were told one thing, and | think it swayed our vote on
this Board at that tine.

COW SSI ONER SPERRY: M. Chair -- go ahead.

COW SSI ONER GRANZELLA: | was al so part of that
and here at that tinme. And you're absolutely right. That
was what swayed our votes, was to keep the jobs in
California. The |abor --

MR, CASTRO  Thank you. You're correct. |
remenber that as well. And | appreciate --

COW SSI ONER GRANZELLA: Marie and | both were
adamant on that.

COWM SSI ONER SPERRY: The inplication as far as |
understood at those neetings was that the conpanies would
bring their locations into -- the hub into California as

soon as it was feasible and possible to do so, not five
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years from now or not because we have a contract in Oregon
and have a facility there that we can't do it. It was the
under standi ng that they were going to bring themto
Cal i fornia.

MR, CASTRO. The person that spoke on that was
Joe Lange. You're absolutely correct. He was their --
for TVG

COWM SSI ONER SPERRY: And the inplication was
that there would be jobs for Local 280 from every one of

t hose conpani es.

CHAl RPERSON HARRI'S: | don't recall it exactly
that way, but -- and some --
COWM SSI ONER SPERRY: Well, | think the mnutes

i ndicate --

CHAI RPERSON HARRI'S: W can research what it was.

MR, TRUE: M. Chairman, if | may.

My nanme is Jeff True. |I'mwth UBet.com who
seens to be the only ADW nenti oned this norning.
hesitated to even get up and address this because we've
been through this thing several tines. But just a couple
points of clarification.

First of all, YOUBET is the only conpany that's
ever had a collective bargain agreement with Local 280.
We did the local -- we did the agreenent. The agreenent

| asted for two years. It specifically said, "Local 280
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represents phone wagering tellers."” Specifically the
purpose for Local 280's enployees is to receive tel ephone
bets. We don't have any of those jobs at YOUBET. All of
our phone operations are | VR

The agreenent said there are other factors
outside the control of the parties that deterni ne whether
or not you're going to have phone operations. W al
agreed, there may be a situation where you won't have a
phone bank in California. That situation exists. That's
why we don't have phone tellers. That's why we don't
currently enpl oy Local 280 nenbers.

And now 280 says that they represent custoner
service enpl oyees. That's conpletely outside the
col | ective bargaining agreenent that we already had. And
so l'ma little confused as to why we're now
representing -- or why 280 now represents custoner service
peopl e.

You nentioned the issuance of a check. | don't
know about your businesses, but people who issue checks
are accountants. And that's who issues checks at YOUBET.

We want phone wagering jobs, we want a |live phone
teller, because that's the way everybody wants to wager
I"'mgoing to tell you, that the sanme |egislation that
enabled ADWin California also set up econom c paraneters

for ADWin California. Those econonic paraneters are the
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reason we don't have phone banks in California.

W're willing to -- we're willing to sit down
with Richard and his union and tal k about the issues and
try to conme to sone resolution. But for U-Bet's part, we
did the agreement, we agreed on the terns. The agreenent
even had specific and obvious ternms for renewal, which the
uni on never addressed, and so that agreenent expired.

And then here lately, you know, 280 gets up and
says U-Bet's a bunch of liars. Well, you know -- you
know, we're a little bit weary of this whol e argunent
because we think we've done everything we can do within
t he paranmeters of what we had to work with. Yet we're
still being --

COW SSI ONER SHAPI RO You said you want
t el ephone operators in California --

MR, TRUE: Big bettors want to bet with a live
per son.

COW SSI ONER SHAPI ROC  Ckay. So why aren't there
t el ephone operators in Wodland Hills that are Local
280 --

MR. TRUE: Because we can't make it work
econom cal | y.

COW SSI ONER SHAPI RO Why is that?

MR, TRUE: Those are the factors -- why?

COW SSI ONER SHAPI RO: Why?
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MR, TRUE: The sane statute that passed ADW and
said we had to deal with 280 says that there's going to be
alimt on how nuch an ADWcan make in California. It
said that the horsenen's/owners' organization can further
arbitrarily determ ne how much an ADWcan nmake in
California. Third, that sane statute said that -- and
actually it's not even a statute -- but the tracks in
California gave their exclusive rights to other comnpanies
fromwhich we didn't have a sublicense.

The economics in California do not work for phone
tellers. W would |lose noney on every bet we took through
a 280 menmber or for anybody else, for that matter.

CHAI RPERSON HARRI'S: It sounds |ike one of the
sol utions --

MR. TRUE: The economi cs behind the 280
agreenent --

MR. CASTRO 1'd like to respond to sone of his
comrents, if I may?

CHAI RPERSON HARRI' S:  Go ahead.

MR. CASTRO May 17?

He used the word "lie," so I'll use the word
Illiell.
The first lie he put out there was that we only

had a contract with YOUBET. That's not correct. W had

al so a contract with Express Bet.
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The reason why | believe we don't have phone
operators at Wodland Hills is because when we were
wor ki ng this out, what was unknown to us is that they
wanted us and only us to go back up to Sacranento and get
the |l egislation changed to where it would be financially
nore favorable so that YOUBET coul d have the |ive phone
operators. And we didn't feel that was our obligation, to
go up there solely -- as the only person up there in
Sacranento, the only group in Sacranmento to try to change
the | aw

But what we did do, we would agree that we woul d
work with them As time went on things just kind of went
the other way and, you know, we're here now.

CHAI RPERSON HARRI'S: It seens like -- | think we
need to have these neetings.

And one of the nodels that nmight work woul d be
some surcharge on the custonmer to have a phone operator
they're talking to. | nmean that's the way other types of
servi ces work.

I nmean | could see it's a pretty thin margin that
these guys are working with. They can't increase expenses
that dramatically. But, conversely, maybe there's a -- |
think -- sit down and figure out sone nodel that would
work with everybody.

MR, CASTRO. But it's specifically to YOUBET and
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only to YOUBET. They were not approved at the first
neeting. They cane back to us and asked us for help. |
was one of the principal speakers on that. And what they
were asking for and what John Reagan presented to you was
that they wanted an application to have live phone
operators. And that is in the transcript.

| agree with your Conmm ssioners. They
m srepresented. They m srepresented to all of us.
However, rather than go back and forth like this, we are
nore than willing to sit dowmn. But now | amgoing to
insist or I will let themknow that | will have a TCC
representative at the neeting.

CHAI RPERSON HARRI S:  Well, that's why we want to
do --

MR, TRUE: Final conment, M. Chairman, if | my.

CHAI RPERSON HARRI' S:  Yes.

MR. TRUE: M. Castro's demands for neetings in
the past have been unreasonable. W' re going to work with
themto try to work this out. |It's purely an
economni c-driven deal

MR, CASTRO: | think you' ve got a copy of ny
letter. | nust have gave 15 different dates to have
neetings and they never responded.

COW SSI ONER SHAPIRO: Well, let's assune that --

there's no reason to argue over neetings. There will be a
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neeting and there should be a neeting. But should we be
| ooking at a bigger picture? |If the problemis the basic
econonmics, that -- they got hoodw nked. | nean it sounds
very clear, that the Board thought there was going to be a
bunch of jobs and there aren't jobs.

CHAI RPERSON HARRI'S: | never did think that there
were going to be. And I think that ADW operators could
of fer phone -- you know, |ive operators, but you weren't
conpelled to. Then the Board wasn't in a position to
conpel |ive operators.

COW SSI ONER SHAPI RO:  Okay. But they went al ong
t hi nking they were going to have jobs and the jobs haven't
panned out. So is the problem nmore -- at a deeper cause,
which is fromthe ADWs perspective, by hiring those
wor kers, they can't econonically nmake any noney on the
wagers. So should the problem be | ooked at at a deeper
| evel that incorporates their concerns and your concerns
totry to find a remedy so that you can enpl oy service
people to be tel ephone operators in California, nmake sone
noney and provide better service? | nmean --

MR, TRUE: That's exactly what we tried to do
with a legislative effort. | mean we spent a hundred
t housand dollars trying to pass that legislation. And you
know as well as | do, that we're not going to pass

sonmething in Sacranento that's not unani nously approved by
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phone wagering situation

CHAI RPERSON HARRI S: Wl --

MR. TRUE: That's -- | mean that's what we did.

In fact -- I'Il take another step. W in fact
had m grated sone of our handle to a California hub
We've nade that effort. W' re handling sone of our nopney
at a California hub to the extent that we, YOUBET, are
hel ping to enploy 280 nenbers, we're doing so at the Bay
Meadows hub. And | don't know of any other ADWthat's
doing it. Yet YOUBET continually is brought up here as
t he whi ppi ng boy. | nmean we have bent over backwards,
frankly, trying to make this thing work. And it just
doesn't.

And if there is a deeper problemthat we can
resolve, you know, let's sit around the table and talk
about it. But from our perspective, that we attenpted to
sol ve that deeper problem before, and we couldn't get it
done to the satisfaction of the entire industry. It
doesn't nmean we can't try it again. But that effort has
been made.

CHAI RPERSON HARRI'S:  Well, let's take another 30
days and cone back and see where we are.

The best nmodel woul d be where somebody coul d

96

figure out sonething without cutting the percentages going
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to the various parties now And the tie is only so big.
You start cutting off sone here and there, there's going
to be other inpacts. But if somehow ADWs concept coul d
include live operators that were funded by basically its
customers because it's a better level of service to sone
people -- | nmean a | ot of people prefer the conputer
operation. But maybe there's a segnment out there that
would like a live operator --

MR, TRUE: There's a tinme and a place for live
operators.

CHAI RPERSON HARRI'S: -- they would pay for it. |
think it just gets to the matter of who's going to pay for

it and how it's going to be structured.

MR, CASTRO MW last comment. | haven't heard it
said today -- cone on, snmle. This is going to be nice.

I haven't heard it said today. | would like to
wel come everybody here to northern California -- | would

like to all welcone you to the new house jack Liebau is
buil ding here, and | hope he is here forever and ever

Thank you very much

CHAI RPERSON HARRI S: Thank you.

(Appl ause.)

CHAI RPERSON HARRI S: Actually it is great to be
back at Bay Meadows, a good racetrack here. Enjoy it.

I'"'msure Jack will be here for at | east another
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decade.

Okay. Let's get on to sonmething |ess
controversial, like the location and display of the
satellite signal

(Laughter.)

SENI OR PARI MUTUEL EXAM NER REAGAN: John Reagan
CHRB staff.

M. Harris, you're correct. This has been before
us a couple tines in the past. And we're still I ooking
for a solution. After all of the situations have been
revi ewed and di scussed at the CHRB anobng staff and our
director, before recommending that we'd require that the
same di stribution of display of the audio-visual signals
for every sinulcast program be ordered by this Board for
any location, but specifically in this case of course at
Los Al.

CHAI RPERSON HARRI S:  Are there any comrents on
this itemfromthe audi ence?

MR. BIERI: M. Chairman, nmenbers of the
Commi ssion. My nane is Steve Bieri B-i-e-r-i, Capitol
Racing. And I'd like to start off with my comrents on the
staff report. This is -- the way they said it, where it
tal ked about in the background in the third line stating
that sinmul cast signal had been redesigned. W believe it

has been restricted. Also, where they said that "W felt
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it was an inconvenience to the Los Al patrons,” we
actually believe it's an outrage to the Los Al patrons.

And they do tal k about the broad plenary powers
that the Board has. But we don't believe that you need
the broad plenary powers. Actually if you go to 19401
the very first section after declaring we have a racing
law, the very first words are "assuring protection of the
public.” W do not believe that allowi ng an entity or an
organi zation to restrict people to a certain area is a
protection of the public.

Further, we believe that according to Section
19605.3 -- it tal ks about the accommpdati ons and equi pnent
used in conducting wagering at the satellite wagering
facility have been approved by the Board. W're not aware
of any application that came in |last May or before then
where they cane to deal with their acconmopdati ons.

And under the same section, 19605.3(c), it talks
about the comruni cations systemand the ability to accept
wagers and the way those wagers were accepted. W' re not
aware of any application that cane before you that you
approved what they did.

And, lastly, under the rules and regulations in
205711, it tal ks about plans for new facilities or
alternation of existing sites shall be submitted to the

Board for prior review. We're not aware of any conpliance
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with any of those things that took place to give the Board
an opportunity to act.

But let me just say this, that -- those are ny
prelimnary comments -- we have testified in the past.

You all know that. We've sent letters. W' ve submitted
early nunbers | ast year showing that the detrinment to
Capitol Racing and the harness horsenen woul d extrapol ate
to over a $10 million per year loss in handle, costing
Capitol Racing and the harness horsenen nearly $1 nmillion
each in lost revenue. Unfortunately that has cone true.

But at that tinme we just had the early nunbers.
We now have a full year of nunbers.

These nunbers -- the set of nunbers that is
| abel ed "Los Alamitos On-Track Live Raci ng Handl ed
Conpari son" was given to the CHRB staff. And John Reagan
and his staff have gone through the nunmbers and have
verified them

The second group that | gave you, which is the
decrease in the satellite betting at Los Al on our
product, | had not given that to John in the past.

But let's just take a quick | ook at these
nunbers. |If you go down to the very bottomyou will see
that in 2004 Los Alanmitos handled a little over $41
mllion on their live on-track number. These nunbers cone

right out of the Roland report that is produced as the
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audi tor of Los Alamtos. And in 2003, they did
38, 250, 000. So between '03 and '04 they had a increase of
$2, 848, 000.

If you take a look at the line in the m ddl e of
the -- upper part of the page, between Decenber and early
May was the period of time that the signal was on at Los
A, as it was historically, which was still only about 10
percent of the screens. And the line -- below the |ate
May -- bel ow where it says |late May through Decenber is
what happened after they restricted us.

If you look again to the bottom of the page, you
will see that during the tine that we were fully up --
well, not fully, but we were up at the prior to the
segregation tinme, Los Al's handle of the two eight
i mproved $2 million. You will see that after they
restricted our signal, their signal there only inproved
$790, 000. They had a 15.36 percent increase in their
handl e while we were up to the extent before the
segregation and only a 3.18 percent. Now, we are talking
about their live, on-track quarter horse handl e because
that's what we've been tal king about.

If you take a | ook at the other sheet, this goes
back to 1995. You can actually see at the very top the
one time when Doc shut the signal off just after Capito

Racing reformed. W didn't handl e much noney in that
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October to Decenmber '95. But as you go down the right
hand side in the bold print, it's basically sunm ng years.
And you can see that we went 80,000, 100,000, 93,000, 114,
105, 115, 118.

Then if you turn to the next page, during the
time, at the top of that page, from March to July of '04
is when they cut our signal. And before that time in the
period -- the same period the year before we were handling
121,000, they were handling on us, it went down to 87, 000.

If you |l ook at what happened at the end of our
year, it went all the way down to $48,000 fromin a
previous tine period, time period for tine period it was
$122, 000.

One of the questions that | had for Cal Expo that
| didn't get a chance to ask earlier is in their nunbers,
of the 25,760,000 that they were estimting, which cones
out to about $990,000 a night, which was nearly what we
were averagi ng before Doc shut our signal off, | was
wondering if they were assuming that the same situation
inmplies as it does now and that they'd be able to average
that without the signal, or if they were assuning that the
signal would be fully reinstated. And if they were
assuming that it would be fully reinstated to give the
nunbers to the horsenmen that they're getting, on what

basis is it going to be fully reinstated?

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

103

Well, what |"mhere to really say is we do have a
full year now and, as you can see, there is an inpact when
Capitol's signal is taken at Los Alamtos. And that
i mpact is positive. They do better, not worse. W
bel i eve you should have acted | ast May when the situation
first occurred. It is within your power to do so. |[|f you
again fail to act, the damages to Capitol Racing and the
harness horsenen that they have already incurred will only
continue to grow.

Peopl e have been benpaning the sad affair at
Capitol Racing and the harness industry. Wat has caused
it and why the purses are where they are is because of
what happened at Doc's signal. |If we can turn it back on
we can build those purses back up. |[If not, we wll
continue to be choked off.

Thank you.

CHAI RPERSON HARRI S:  Additi onal comments on this
i ssue from anyone?

MR, BIERI: Are there any questions on that?

MR. SHELL: David Shell S-h-e-1-1. [|'ve been a
harness horse owner since 1980, a breeder since '81 of
harness horses. |'ve been on the CHHA Board. | was the
past CHHA Board President in 2000-2001.

And what M. Bieri didn't ask you for, and

will, is | would |ike an accusation or statenent of issues
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filed against Los Alamitos, and | want you to seek their
license as a sinulcast wagering facility.

Back in 1999, Los Al shut the signal off just
conpletely on ten different occasions. The Board -- this
Board found that was a violation of 2057 Sub 10. The ALJ
recommended conditioning Los Al's |icense. This Board --
not these particular Comm ssioners, but this Board threw
that out and wote their own decision and said, "Ed has to
take the signal if Steve pays the noney." That case is
going to be heard in Muy.

The bottomline is that case started with a
formal conplaint by ne to you to restrict Los Al's |license
for violation of the law. Twenty-five clear violations
were shown. This Board did nothing.

M. Bieri has now pointed to you two |aws, two
regul ations that they have violated. Now, if a trainer
comes up with a positive test and it conmes before you --
actually the stewards -- and the trainer says, "Well, I'm
sorry | did that, but | didn't nean it and I won't do it
again," do you say, "Fine. WIlIl, just don't do it again
and we' Il go forward"? No. There is a penalty associ ated
with violating the horse racing |law and you're the body to
enforce it.

If you look at the regul ations, before Ed Allred

coul d change configuration for the accepting of wagers
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under the sinmulcast wagering | aws, he had to conme to the
Board for approval. He did not, unless sone staff nenber
here can show some nmiracul ous letter fromlast May where
says, "We wanted to do that."

Under the law, it says the same thing. Wen you
approve his simulcast |icense, he has to cone forward and
tell you what he is doing with regard to accepting wagers
and the accommodations. And | will guarantee you, if you
| ook back in his application for this |ast year, no where
in there does he say anything about "We are taking the
live California harness signal and only displaying it and
accepting wagers in this one little room \Whereas, we are
i mporting harness signals fromother jurisdictions and
showi ng them t hroughout the entire facility and accepting
wagers throughout the entire facility."

There is a provision in the law that you have to
treat all breeds equally in this state. The purpose of
this law is to pronote agriculture and the breedi ng of
horses in this state. 1It's not to pronote Los Al doing
whatever it can to hurt California harness while pronoting

i mports on foreign harness signals or thoroughbred

si gnal s.

I would ask, and M. Knight knows what |'m
tal ki ng about, that under the APA -- and I'Il put it in
writing if you want -- a formal accusation be filed and
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the license of Los Alanitos to operate as a simul cast
wagering facility be revoked based upon the past
violations. And cone in May when we're done with that,
and it's determned that they violated the | aw back then
and you shoul d have done sonething, | want you to consider
t hat when considering the penalty for Los Al.

It's a tough step. But he did this w thout any
perm ssion fromthe Board, and he was required to do it.
And the Board as far as | can tell for alnost a year now
has acqui esced. | understand that there was a nmeeting in
June where it was brought up and there was a comment nmde
that "W don't want to mcromanage.” This isn't
m cr omanagemnent .

Look at what this is. CQur handle at Los Al has
gone down from $120,000 a night to $42,000 a night.
That's in-state handle. That's horsenen's purse noney.
That's conmi ssions. That's tax revenue for the state.
Thi s Board needs to do sonething nore than just say,
"Well, you've got to turn on the signal.” You need to do
something with that license to nmake sure he doesn't do
anything like this again.

Thank you.

CHAI RPERSON HARRI S:  Next speaker.

MR. BLONIEN: M. Chairnman, nmenbers. Good

afternoon. Rod Blonien -- and | think you've got ny
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spelling -- on behalf of Los Alamtos.

Let me -- I've got alot to respond to | guess in
terms of what the previous speaker said. But let nme start
off by saying that Dr. Allred has no axe to grind with the
harness horsemen. We would like to see themdo well. And
it isinthat regard that Dr. Allred just this week has
agreed to the foll ow ng:

To rel ease $262,000 that he is holding of the
so-call ed 612 noney to the harness horsenen i medi ately.
In addition to that, we would also rel ease the 612 noney
that has accrued January 1 to the present tinme, which is
about another 40,000. So it would be 300,000 that would
be going to the harness horsenen.

And pl ease note, |'m saying the harness horsenen.
We want this noney to go into the purse pool. W want
this nmoney to go to the horsenen. And what we would Iike
to do is, frankly, wite a check to the California Horse
Raci ng Board, have you make certain, nonitor those funds,
so that they go to help the horsenen, that they don't go
to pay back overpaynment of purses, that they don't go back
into comm ssions, but they actually go to the horsenen and
hor sewonen who are up in Sacranento.

We al so have agreed to sit down and try to reach
agreenent with the President of the Horsenen's

Association, M. Ben Kenny. He and Dr. Allred have had a
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nunber of conversations. And perhaps we woul d have had an
agreenent with M. Kenny except the fact that M. Kenny is
out of the state on a well-deserved vacation

So we're noving forward to try and resol ve the
i ssues with the harness horsemen. Dr. Allred has al so had
conversations with M. Scurfield, who is likely to be the
new head of the organization running harness in
Sacranento, in terns of the inpact fees so that this issue
will not be before you in the future. W intend to also
sit down with M. Bartosick and work out an agreenent in
terms of what will happen in the future at Sacranmento for
that period of time that they will be conducting fair
racing in terns of the inpact fee.

So we're noving along to resolve this on as many
fronts as we possibly can.

You notice, | haven't tal ked about Capito
Harness and M. Bieri. And, frankly, Dr. Allred and M.
Bi eri have had a nunber of conversations, a nunber of
neetings, and they have gone nowhere. You may recall the
nmeeting | ast year in February or March when you were over
at Santa Anita. You were kind enough to take a recess for
an hour or nore while we kicked this thing around. W got
nowhere. We would |ove to reach agreenent with M. Bieri.
But, frankly, we just don't think we're on the same page

that he is in terms of resolving this issue.
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And what is the issue? The issue is economics.
The issue is hurting the quarter horsemen and wonen at Los
Al and favoring the harness horsemen and horsewonen at
Sacranment o.

Let me just talk about the econom cs for a nmonent
or two.

If you have soneone going up to a wi ndow at Los
Al and placing a hundred dollar bet on a race from
Sacramento, there is $2 available to Los Al for that
wager. |If the sane person goes up to the wi ndow, puts a
hundred dollars down on a live race at Los Al, there is
$18 to be spread anpbngst comm ssions and anongst the
hor senen.

So when we take a bet from Sacranmento for a
hundred dollars, we get $2. The |aw says that's Dr.
Allred' s nmoney. But what Dr. Allred does is he gives one
dollar to our horsemen and he keeps a dollar. So when
sonebody makes that same bet, there's -- ordinarily
there's $9 that goes to our horsemen and $9 that goes to
Los Alamtos. And you can see that it is substantially to
our benefit and to help our horsemen to have people place
wagers on live races at Los Al rather than bet harness
races from Sacranento

Now, today, you can go out here and bet a race

fromSanta Anita. Let's say you put a hundred dollars
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t hrough the nmachine on a race at Santa Anita. The
take-out we'll say is 16 percent. So $8 would go to the
horsenen, $8 would go here in ternms of commissions. |If
you did a bet on a race here, the same would apply, $8 and
$8.

In the thoroughbred industry, in the fair
i ndustry, the wagers that are conducted on satellite races
when a racing association is running live, it's treated as
if it is a wager nade on the live race. So there's no
di stinction nade between a satellite race and a live race.
The econonics are the sane. The horsemen and the
hor sewonen benefit as nmuch on a Santa Anita race here
today as they would on a Bay Meadows race here today.

We have attenpted to get that same agreenent with
M. Bieri for the last five years and have gone absolutely
nowhere. We tried to get the Zunran agreenent enforced.
He's not willing to do that.

And so | don't really want to get into all of the
stuff that has gone on before, except you need to
recogni ze the econonics and the di sadvantage to our
horsemen and our horsewonen in terns of wagers that are
made on Sacranento without there being some consideration
in terms of the inpact that those wagers have on our purse
pool s.

Now, let ne tal k about our challenge at Los Al.
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There are five major quarter horse racing states in this
country: California, New Mexico, Texas, Cklahons,
Loui siana. Currently in Louisiana and New Mexi co they
have purses that are -- that are supplenented with sl ot
machi ne wagers. Soneone can take a horse -- a good horse
fromLos Al and maybe it would run for a $10, 000 purse.
Take the same horse to New Mexico or Louisiana, probably
run for something |like a $20,000 purse.

Okl ahoma | ast year had sl ot nmachi nes authorized.
They're going to be supplenmenting purse this year in
Okl ahorma from sl ot machi ne noney. It's very tough for us
to conmpete, for us to keep our pool of horses.

If we then take -- and as M. Bieri indicated,
their handl e has gone down since we have restricted --
pl aced their wagers in a given area. |It's gone down by
ni nety sone thousand dollars a night. And our handle has
gone up by about 10 percent. And so it's benefiting our
horsemen to have that signal placed in a given area.

And so what the question really cones down to is
do we benefit their horsenen or do we benefit our
horsemen? And we need to benefit our horsenmen and put as
much noney as we can in the purse pool, because we don't
want themto go to New Mexico, Texas, Cklahoma, Loui siana.
And so we have a real struggle to keep what we have there.

Now, there's been sonme tal k about a notion being
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made today to conpel Dr. Allred to take the signal and
spread it throughout Los Al and not just have it in a
confined area. And | want to rem nd you that on
Wednesdays Los Al is dark. So are you going to conpel us
to take that signal and put it throughout the whole
facility, clean the whole facility, offer cocktai
service, food service throughout the whole facility
instead of having it in a given area?

Qur handl e on Wednesday in terns of harness in
'04 was $29,280, in '03 it was $37,161. So we get two
percent of, let's say, 30,000. So that is what, $600? So
we're going to open up all of Los A, put the signa
t hr oughout the whole plant, have security service, have
janitorial service, have food service, and our return is
going to be concessions plus maybe $600, because of Doc's
agreement with the horsenen we get half of that, $300? |Is
t hat good economics? |Is that how we're going to keep Los
Al open and have a place for quarter horses to race? |
don't think so.

We tal ked about M. Bieri, and M. Bieri spoke
about the decline at Los Al. He is absolutely correct.
But he has also declined on track -- his on-track handle
is down 10 percent in '04. The handle at Holl ywood Park
is down 17 percent in '04. The handle at the northern

satellites conmbined is down 19 percent. The handle is
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down. But it's not because Doc Allred is putting the
signal in a given area at Los Al.

This thing is unfortunate. 1It's much nore
conpl ex than you' ve heard today. And we can tal k about
the law. | nean | can show you -- in fact, | want to --
section in Business and Professions Code Section 19605. 4.
"Any association that operates a satellite wagering
facility may, but is not required to, accept an
audi o-vi sual signal. Not w thstanding any other
provi sions of this paragraph, any association that
conducts a racing neeting in a fair that operates a
satellite wagering facility nmay agree to provide an
audi o-vi sual signal and could accept wagering on |ess than
all of the races."

So let's say you conpel Doc to take the signal

Pursuant to this section, Doc could say, "OCkay, | want to
take the harness signal. |'mgoing to show one race. |'m
going to show two races.” W don't want to do that. W

want to have a gl obal settlenment between Los Alanitos and
the harness industry. And we're on the cusp of achieving
that, | believe.

| really think that when M. Kenny gets back
after one or two neetings he and the Doc are going to
reach agreenent in terns of inpact feed to help our

horsenen and nmake it fair and that the issue will be over
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with respect to our horsenen. And | think that -- in
terms of former Chairman Scurfield, | think he and Doc
wi Il reach agreenent and | think that Bartosick and Doc
will reach an agreenent. And we're anxious to have that
happen.

Doc told Conmi ssioner Shapiro | ast week that what
he would like to do is have the signal throughout Los Al
and he'd Iike to have an agreenent and he would like to
pronmote harness racing at Los Al in that area. And that
he's sincere about that. | nean Doc has given this
$300, 000 to the horsenen because he cares about them and
he wants to see them survive. M. Shapiro and others have
i npressed upon us the fact that horsenmen and wonmen in
Sacranmento are living hand to nouth. W want to try and
hel p them

But we're not going to really be helpful if you
conpel the Doctor to do this now Because, |I'Il tell you,
he feels very strongly about it. He thinks it's a
property rights issue and he's going to challenge it. |
think if you let this matter be held over to your next
neeting, we'll be able to get this behind us.

There's one issue that perhaps you need to give
sonme thought to today and, that is: Wat we would like to
do is the noney that would ordinarily go to Capitol in

terms of commissions, we think that all of that nobney
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shoul d be held in a trust fund at the Horse Raci ng Board.
Currently you're hol ding about half of it. But we would
like to see it all held, because |I think there's sone
concern in terns of the other obligations that Capito
has, not only to Dr. Allred but to their own horsenen and
horsewonen in terns of that half of a percent pronotion

i ssue and sonme ot her outstanding issues, that that noney
be held and be avail abl e.

Dr. Allred told ne to tell you today that he is
willing to meet with M. Kenny on Mnday, Tuesday,
Wednesday -- any day next week that M. Kenny has
available. And |I feel very confident after one or two
meetings we will have an agreenent. The Doctor's wlling
at that time to take the signal throughout the plant at
Los Al. On Wednesdays we would restrict it to the given
area, small area because they, frankly, don't handl e nuch
and there's no need to have themthroughout the plant.
And then any other darks days we would put themin a
smal | er confined area.

And, you know, this issue about we have to have
equal for all breeds in all places, et cetera.

Ri ght now if you were at Santa Anita today and
you're sitting there and you're |ooking at the big
screen -- we have live racing taking place here and those

races are being sinmulcast dow. But on the big screen,

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

116
what do they show? They're showing Gulf Stream which
they own. And after Gulf Streamis over, then they start
showi ng on the big screen the Bay Meadows races.

So if you do this today, are you going to next
month help M. Liebau get his races on the big screen if
he wants that? |If you're at Churchill Downs and you have
racing at the county fair, | presune Churchill would have
some other track racing at that tinme that they would
prefer to put on their big screen rather than fair racing.
Are you going to do the same for the Al ameda County Fair?

I nean this is a conplicated area. And | don't
think we need to be sort of delving into this thing,
because it gets very conplicated. And, again, it's -- you
know, when you're dealing with a corporation that owns two
or three or four tracks, they want to maxim ze their
profit.

In terns of our situation at Los Al, imagine if
you are required by law to sell two types of sandw ches at
your delicatessen, one that you make there that you're
going to make a buck on and one that sonmebody el se makes
that you're going to make 10 cents on. VWhich sandw ches
are you going to try to sell to your custonmers? The one
you're going to nmake the nobst noney on.

So | thank you for your attention. Doctor wants

me to |l et you know that he is going to do his very, very
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best to reach agreenent with M. Kenny, M. Scurfield, M.
Bartosick. And this is the third tine you have heard this
issue in the last 12 nonths. And hopefully it will be the
last tinme you will have to hear it.

Thank you. And I'm avail able for any questions.

COW SSI ONER SHAPI RO: M. Chairman, can |
respond?

CHAI RPERSON HARRI S:  Yes.

COW SSI ONER SHAPI RO As you know, M. Bl onien
is absolutely correct. This issue is a far deeper, far
nore conplicated issue than this.

| have nmet with Dr. Allred, M. Blonien. But
everybody related to this issue |I've nmet with over the
last three or four weeks to discussed this with.

I cone fromthe position that what is being done
is discrimnatory. |It's not an issue, in ny view, of
di sadvant agi ng because they're harness people. What is
bei ng done is unfair. What is happening is -- | don't
think the issue is that in a dark day you're required to
open all of Los Al. Don't blane you a bit. Al
si mul casting should be held in one |ocation on a dark day.
But it is unfair that you prompte out-of-state harness
raci ng throughout the facility and do not pronote
intrastate harness racing at the same tine. It is

discrimnatory and it is also very harnful. It denies the
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state revenue and it's denied the horsenen revenue.

When you |l ook at the effect -- | understand that
the handl e may be down 10 percent, as you say. But when
you | ook at the result of before and after the signal was
cut off, just looking at froma horseman's perspective,
their purses decreased over 60 percent. The purse pools
were greatly dimnished

Now, | understand Dr. Allred' s position and

happen to agree with him being an entrepreneur and a

capitalist. | agree that if | can make a buck on this one
and |'mgoing to make 10 cents on this one, |I'mcertainly
going to want to sell this one. |If there's a problemthat

needs to be fixed of a |arger issue that's inequitable to
him then we need to change the | aw or we need to resolve
this so that he has as nmuch incentive to pronote any breed
within his plant.

But as the lawis currently witten, he is
obligated to take the signal. He does not have the right
and it was not -- when his license was held -- produced
before this Board, was it ever understood, in ny
under st andi ng, that he was going to take the signal and
put it only in one part of the facility. It has
di sadvant aged the harness horsenen trenendously.

And | respect -- and do not feel that his

hor semen shoul d be di sadvant aged.
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VWhat |'mconcerned with is that | think we have a
fiduciary responsibility to see that signal distributed
t hroughout the plant. This issue unfortunately is w apped
up in much nore serious and nuch nore difficult issues
having to do with the anmount of inpact fees. Fromny
perspective, what | would like to see is that the signa
be turned on throughout the plant.

I have no doubt that M. Kenny and M. Scurfield

and Dr. Allred will cone to an agreenent and very quickly.
| have spoken with M. Kenny, |'ve spoken to M. Hankins,
| have spoken with Dr. Allred. | believe they're a

whi sker away from nmaki ng an agreement or being able to
make an agreenent. There is no hostility there.

Not wi t hst andi ng, every day that the signa
continues to be restricted into one area is denying the
state revenue and di sadvant agi ng harness horsenen further
What | have asked for, and Dr. Allred has not agreed to,
is to turn the signal back on. I'mwlling to say that
all of the noney can be escrowed and held by the CHRB
until there is a resolution and agreenent is reached. And
then at | east have those noni es nade avail able and
di stributed pursuant to such an agreenent.

There is no reason to continue to harminnocent
people. And the innocent people in this situation are the

horsenen. They're dying on the vine.
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So what |'masking for is not sonething that's
taki ng any noney out of Dr. Allred' s pocket. \What |'m
saying is at least make it a fair distribution. |If he
wants to apply for a racing license next time and he wants
to as part of his license say that "I will only distribute
the signal in this manner" or that nmanner, at |east |et
t he Board make that decision. It shouldn't be a
uni l ateral decision made by any track operator to sinply
take a signal, because there is bad bl ood between people
or they're not making as much noney, and park it in a
corner. It's wong. |It's just plain wong. And

unfortunately do not agree that we should allow that to

conti nue.

I don't know what authority he has to withhold
612 noney. | don't know where that comes from \here is
it -- where is he authorized to withhold noney that he's

now offering to give to the horsemen? What gave himthe
authority to hold that nmoney in the first place? | don't
under stand that.

So what he's saying is "I'll give you back noney
that was yours that |'ve been holding." | appreciate -- |
do not believe that Dr. Allred has any malice toward
har ness horsenmen. He has been very clear about that.
think Dr. Allred has only good intent to pronmote racing.

| don't think there's any nalice there.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

121

But | don't think this Board should allow this to
continue, and | think that we should insist the signal be
put back through the facility.

MR, BLONIEN. If | could just respond to that.

CHAI RPERSON HARRI S:  We might want he quarter
horsemen to respond to that too

M. Schiffer, would you like to respond?

MR SCH FFER: Menbers of the Board. Good
afternoon. Daniel Schiffer on behalf of the Pacific Coast
Quarter Horse Racing Association.

CHAI RPERSON HARRI S: Do you represent the horse
and not the racing --

MR. SCHI FFER: | represent the horsenen, although
M. Bl oni en spoke for them very el oquently.

But I do want to nake a couple points. First of
all, M. Shapiro, with all due respect, the Board did find
a solution to this problem and that was their ruling that
the harness horsenen pay the inpact fee, which would have
resulted in a benefit to quarter horsenen for the offset
of the amount that was wagered on the harness races.

And unfortunately the harness interests have
chosen to tie this ruling up in court. And so that the
quarter horsenmen have not been able to benefit and are
equal ly struggling for survival.

But I wanted to make -- | don't want to repeat
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what M. Blonien said, but | do want to nake a couple
points. And it has to do with the |law that we're talking
about here.

The Horse Raci ng Board has been given plenary
power by the Legislature over horse racing. And it's in
the nature of a police power. And police power, when you
study law, it's all about what they can govern. And in
this instance it's about the -- to preserve and enhance
the integrity of horse racing. That's in the statute.
And that has to do with the honesty and integrity of the
wager. That's the primary area where the police power has
been given to this Board can be used.

The secondary area, which is specifically in the
statutes, is track safety.

Those things are spelled out in the code -- in
the B&P Code as the areas that this Board is to oversee
when they're granting a license to a track operator such
as Los Alamitos as a simulcast operator.

In other regards the code is very unspecific as
to what the Board can do.

Now, the Board also can -- in the application
process they can nake inquiry about various things that
the association is going to do in granting its |icense.
And when Los Alamitos applied for its license to commence

2005, the type of display that was going on at Los
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Alamitos was already in place. M. Bieri knew that they
were being displayed in a certain roomonly, that that was
where the wagers were taking place. He didn't say
anything, as was his obligation to do, at that tine to
rai se the i ssue when the Board was considering granting
that license to Los Alamitos. He did not raise that
i ssue.

And the Board -- Los Alamitos was not required to
put in their application on which nonitors they were going
to show certain races or otherwise. That's not a part of
the application.

We didn't know it was an issue. M. Bieri didn't
raise it as an issue. The Board granted the |icense.

Now, you're com ng back and arbitrarily asking
Los Alamtos to put certain displays on certain nonitors
in certain parts of their facility. There is no rule,
there is no | aw that says where these signals have to be
di spl ayed. It says they have to be displayed. Los
Alamitos is conplying with the lawin that regard. It
doesn't say they have to be displayed throughout the
facility. It says displayed. That is an area not of
enforcenent of the integrity of racing or wagering is
concerned. It's not a safety issue. It's an area that's
left to the operator to decide, just as every operator

who's running a track in this state does decide. They put
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it on certain nonitors according to what they feel their
patrons are going to want and what is in their best
interests. And that is what's done here.

So, first of all, there's a big due process issue
here of whether you can tell Los Al anitos where they can
show their signal, whether you have the power to tel
them and whether they know what rule that's going to
govern themif you do tell themwhat to do.

A few years ago, when we started the satellites
out in the Riverside County, they weren't too enanored
with quarter horse racing and they chose to only display
the quarter horse signal out in the parking lot, not
inside the facility where the thing was done. The quarter
horsenmen cane to the Horse Racing Board and they said,
"Hey, this isn't fair. You know, we want our signal in
with everybody else's signals."

Now, the Horse Racing Board at that tine declined
to act on the quarter horsenmen's request and refused to
order the satellite facility display the signal inside
with everybody else's signal. And that's the sane thing
that you all should do here. You can't go in and neddl e
with the way a business is operating its business. You
can't tell them "Serve Coke instead of Pepsi." Let them
make t hose deci si ons.

If M. Bieri wants to pay an inpact fee, then
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we -- then I"'msure Dr. Allred will make adjustments that
are agreeable. But until he does so, we are conplying
with the law. And | don't believe you all have the
power -- now, | say this respectfully -- to order himto
di splay in any other way.

Thank you.

CHAI RPERSON HARRI S:  Thank you.

Pai ge, can you cl ose the door.

We need to -- | think we understand the issue.
It is rather conplex. But let's try to wind this up

But go ahead with a short statenent.

MR. ENGLI SH: Thank you.

My nane is Richard English, E-n-g-l-i-s-h. [I'm
an accountant that does work for Los Alamitos. |'d like
to -- I'll do this briefly and discuss just a few matters,

M . Chairman.

First, M. Shapiro asked how Dr. Allred has
authority to keep that 612 noney. Do you remenber in
front of the Board when Capitol was playing for nore tine,
they agreed to nmeet the $500, 000 deposit, to send $500, 000
to Los Alamitos to make a 50-percent deposit each week.
They at the sane tine said that Dr. Allred could keep that
1.8 mllion 612 noney. That was done in front of the
Board at the beginning. That's why he's got the noney at

this point in tine.
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Secondly, he said he didn't think it was reaching
Dr. Allred' s pocket. And it has additional race signal
com ng out another signal. And I'd like to share some
nunmbers as well.

Here you go.

John's already seen it.

Okay. This schedul e shows the on-track live
handl e for each nmeet in the last two years in California
in chronological order. And M. Bieri acknow edged in his
testinmony the handle at Los Alamtos, the |ight handle
increased from38 to 41 mllion. He says it's not a big
deal. Unfortunately in the State of California these days
that is a big deal

If you go through nmeet by neet, you'll see that
every other nmeet in southern California, with the noble
exception of Del Mar, was down.

Both -- part neets were down about 6 or 7
percent. Doe Tree neet, even adjusting for backing out
the Breeders' Cup, is down 14 percent.

And nost telling, right now racing the sanme zone
with the same weather, Santa Anita's down 17 percent
between the Stardust nmeet and this meet and March 14th.

Corresponding, Los Alamtos is up 1 percent.

To say that there's no inpact on track is

straining credulity, straining logic. There is an inpact,
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like restricting their signal. Wat's happened at Los
Alamitos is they're not -- they've restricted the Capitol
signal and their handle's gone up. There's no other
vari abl es that have changed. That's the only change. And
here's the inpact right there.

Two ot her comments.

M. Shell nentioned that Dr. Allred s behavior --
he conpared it to what's been done with the m |k shakes.
And | just think that's disgusting. Dr. Allred has never
cut a corner, never been |less than honest with anybody in
the horse racing industry. And for that sort of anal ogy
to stand is despicable. | just want to contradict it
nmysel f.

I'd be happy to answer any questions.

CHAI RPERSON HARRI S:  Any questions fromthe
Boar d?

I think we've all been exposed to this issue.

Any of the comm ssioners have a comrent they'd
i ke to nmake?

COW SSI ONER SHAPI RO M. English, can | ask you
a question?

If the signal is turned back on throughout the
facility, how does that -- and the noney is held so that
it provides the opportunity for the harness people to

recover any noney, but that the agreement is held in
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abeyance, you know, the nobney, how does that harm -- how
woul d that harmDr. Allred?

MR. ENGLI SH: Because sone noney is taken out of
circulation. [It's sitting in your bank account. [It's not
in the bettors' hands and there's no multiplier effect of
t he noney being bet through the wi ndows. The noney's then
gone out of the betting pools. It's been set aside.

COWM SSI ONER SHAPI RO No, | guess what I'm
saying is you just hold the period -- the anobunt that is
in controversy.

CHAI RPERSON HARRI'S:  Well, it would be hard to
calculate, wouldn't it?

MR ENGLI SH:  Yes.

CHAI RPERSON HARRI'S:  An increnental anount or --
how woul d you deterni ne how nuch --

COW SSI ONER SHAPI RO Wel |, you determ ne how
much woul d be attributable to purses and how much is
attributable to comm ssions. Then you sinply hold that
noney rather than distributing it to Capitol Racing and
the harness horsenen. |It's held. That's not taking noney
out of the handle. That's noney that's going to go out to
t he harness horsenen and the association. 1'mnot talking
about increasing the --

MR, ENGLISH. Well, it's noney that would have

been at Los Alanitos to be bet, theoretically nore on the
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gquarter horses than on the harness people -- than on the
harness races. The noney's no | onger at Los Al anitos.

And if you take out what's held by the track and
purses, that's -- for the harness industry maybe that's 18
percent that slipped -- their effective take-out's about
25 percent. So there's another 7 percent that goes away
al so.

So it's like 25 percent out of what's being bet
there | eaves the premses. And it is no longer in the
pool s.

CHAI RPERSON HARRI S: One issue that you brought
up, for exanple, was the state -- the license fees. |
understand that the state |icense fee on both harness and
quarter is pretty low. | nean there's not really nuch of
an inpact on that.

MR. ENGLISH: No, it's negligible. | don't -- |
forget the specific -- |I'msure John --

MR. BLONI EN: Four-tenths of 1 percent.

MR. ENGLI SH: Four-tenths.

CHAI RPERSON HARRI S:  What is it on --

MR, ENGLISH: It mght be two-tenths on track but
four-tenths of the satellites. [It's very small.

CHAI RPERSON HARRI'S: | don't think there's -- as
far as the state's revenue there's nuch of an issue.

MR, ENGLISH. No, there's a negligible effect on
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CHAI RPERSON HARRI'S: Well, do we have comments

fromthe Conm ssioners on this issue?

COWM SSI ONER GRANZELLA: | fee

personally feel like |I've been in the niddle of a tug of

war for | don't know how many years now.

like -- 1

I just don't feel confortable making a notion

think that it should be tabl ed.

CHAI RPERSON HARRI'S: Want to make a nption to

t abl e?

COW SSI ONER GRANZELLA: | nake a notion to
tabl e.

COW SSI ONER SPERRY: | second.

CHAI RPERSON HARRI S: We've got a notion to table
this till the next nmeeting and get a report back from
the -- | guess the negotiations are ongoi ng.

Al in favor?

(Ayes.)

CHAI RPERSON HARRI S:  Opposed?

(No.)

CHAI RPERSON HARRI'S: Note that Comm ssioner

Shapiro i s opposed.
Moti on passes.
MR, ENGLI SH. Thank you.

CHAI RPERSON HARRI S: Thank you.
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Okay. We now report handl e and attendance for
2005 race neets.

SENI OR PARI MUTUEL EXAM NER REAGAN:

Conmi ssioners, this was requested to be put on
the agenda. And we just put sone nunbers together very
qui ckly. But no surprises. W have been working with the
race tracks, northern and southern California. Horrendous
weat her, torrential rains in southern California. So when
the nunbers showed a | arge percentage of decline, you
know, 10 percent, 7 percent, and so on and so forth, we
were not surprised. And | believe, like | say, pretty
much weather-related this year. |t has been a horrible
year in terns of the rain and whatnot, the |ost days and
so on and so forth.

So here are the nunmbers. These the total nunbers
i ncl udi ng account wagering. | do want to namke that clear
I've had a nunber --

CHAI RPERSON HARRI'S:  That's right. | was the one
that asked to put these on. Well, | agree they're
somewhat weat her related. But | think we've got a pretty
sick industry here that's showi ng declines -- | nean
obvi ously weat her inmpacts, field size and things Iike
that. But so nuch of the handle is not really, you know,
at the live track anyway. That | think we've got to do

sonmething to turn around these trends.
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Because at the sane tinme we're | osing revenues,
we've got the overall industry, the tracks and the
horsenmen, are seeing increased costs. And | think it's
just good to | ook at these nunbers and be aware of them
that sometimes we, you know, deal into a |ot of things
that are arguably minutia, but we're kind of rearranging
deck chairs on the Titanic as the whole ship is going
down.

Okay. Hopefully I'd like to just do this, is
every neeting just to sort of see how we're doing and sort
of get a trend. Because a lot of tinmes we | ook at the end
of the neeting reports, but..

Okay. Let's go ahead to the staff report on the
concl uded neetings, which is Capitol and Pacific.

SENI OR PARI MUTUEL EXAM NER REAGAN:. Yeah
Conmi ssioners, this is the new version of the end-of - neet
reports where we also include reports fromthe Board
i nvestigators, stewards and official vets. So we've
i ncluded the nunbers and the menos. |If you will | ook
t hrough the package there, you have nmenos from Chi ef
I nvestigator Frank Mbore and Board of Stewards and the
Board of Vets. So those are also included in the report.

And if you have questions, |'msure that a nunber
of people here mght be able to answer them

CHAI RPERSON HARRI'S:  Yeah, | think these would be
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hel pful. And we need to | ook at those as we | ook at the
new -- you know, the new nmeets come up for licensing, that
we assess how they address these different deficiencies.

COW SSI ONER SHAPI RO John, can | ask you, in
| ooking at the March 11th report from Frank Moore on Ca
Expo, first --

SENI OR PARI MUTUEL EXAM NER REAGAN: Let nme find
that, sir.

COW SSI ONER SHAPI RO. Pardon ne?

SENI OR PARI MUTUEL EXAM NER REAGAN: Ckay. |
have that here.

COWM SSI ONER SHAPIRO: It says, "It should be
noted that the soda barn and restricted area of the barn
are not manned by any type of security. And there have
been many i nstances where the CH admi nistrators along with
the police departnment had to respond and arrests were
made." Vhat is that?

SENI OR PARI MUTUEL EXAM NER REAGAN: | personally
do not have any know edge of that.

COW SSI ONER SHAPI RO When they say -- what's
a-- is the soda barn --

SENI OR PARI MUTUEL EXAM NER REAGAN: | believe
that's your TCO2, but I'm --

COW SSI ONER SHAPI RO Okay. And further in that

same report it says -- and | think this -- it was
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represented to us that they woul d be doing bicarb testing.
And it says on Item No. 4, "This procedure has not taken
pl ace in 2005." | don't know why that's the case. |
t hought that there was testing.

MR, HOROW TZ: Alan Horowitz, Capitol Racing.

The two itens in the case of the detention barn
areas and the -- well, in the case of the testing barn
the CO2 testing program we do not have State Fair Police
manni ng that. We have a contract with a union that has --
We've had this contractual arrangenment with them There
is a-- the union essentially applies -- provides security
at all of the gap gates and opens and cl oses the gap gate.
They provide the -- they maintain the adm ssion gate to
the back stretch. And they also are posted outside the
testing barn.

They are not -- in contrast to the testing -- or
the detention barn program which the State Fair Police
monitor. And we've done that, because in the case of the
detention barn, we were interested in having a higher
degree of security. And that was conmunicated, if you
will, to the horsemen through the use of the State Fair
Pol i ce, because they were actually searching the
horsenen -- as they went in, they were actually going
through the feed and whatnot that was being provided.

COW SSI ONER SHAPI RO Well, it says here it's
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not manned by any type of security.

MR, HOROW TZ: If you're talking about State Fair
Police, that is correct. |If you're talking about a union,
that is not correct.

COW SSI ONER SHAPI RO Wel |, can we get
clarification of that?

MR. HOROW TZ: Yeah, | nmean | can show our books.

COW SSI ONER SHAPI RO: Because | read this as
there's nobody there.

SENI OR PARI MUTUEL EXAM NER REAGAN: W will get
clarification.

CHAI RPERSON HARRI S: Let us clarify what's
happeni ng.

COW SSI ONER SHAPI RO And why are you not doing
the TCO2 testing that was represented?

MR, HOROW TZ: W are.

COWM SSI ONER SHAPIRO:  Well, in this here it has
not taken place this year

MR, HORON TZ: No, he's referring to the
detention barn, not the CO2 testing. The COQ2 testing has
been mai ntai ned except for the |ast nonth when we shifted
sendi ng the sanples over to UC Davis to be tested to see
how t hat woul d work out.

COW SSI ONER SHAPI RO Wel |, when you were here

for a license you said to us that horses report to

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

136

detention barn 24 hours in advance of racing.

MR, HOROW TZ: Correct.

COWM SSI ONER SHAPI RO:.  Okay. When | believe we
made a stop up there, there was no such procedure.

MR. HOROW TZ: That was --

And what this is saying is it's still not going
on. And that's not -- that's in violation of your
license. You said you were going to do that.

MR. HOROW TZ: |'m not --

COW SSI ONER SHAPI RO: Not bei ng done

MR. HOROW TZ: |'mnot sure that we conmunicated
that in the |license. But we were urged by our horsenen to
di scontinue the practice until such time as a detention
barn is required by the CHRB

If your pleasure is to reinstate it, we will --

COW SSI ONER SHAPIRO:  Well, | don't think that's
what was represented to us at all. | think that we were
told that this is a procedure that's ongoing at Capito
Har ness that you namintain this. And, you know, we |ook at
it as the nodel of what was being done.

EXECUTI VE DI RECTOR FERM N:  Right. And | thought
at first that it was a stake race, plus there were two
ot her races that we were supposed to -- they were supposed
to shake out. And then when we were there, there weren't

any. And they said that it was because there wasn't a
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stake race that night. But this indicates that they
haven't been doing it at all

MR. HORONTZ: In the fall meet that began in
| ate Septenber, all of the stake events and late closing
events were conducted out of the detention barn.

The overni ght races where we had drawn two races
at random and those races were required each day to go in
for the previous night, that was discontinued in the fall
again at the request of the horsenen.

Now -- and awaiting to see what the resol ution of
the detention barn would be by the California Horse Racing
Boar d.

If it is the desire of the Board that we
implenent it again, it will be inplenented for the first
day of racing next week, and on the same basis that it was
t hrough the end of July, as opposed to during the fall

COW SSI ONER SHAPIRO. | was really shocked to
see this. This is what was represented to us. | don't --
we can go back and have staff go back and | ook at your
license. That's what you said. And you're not doing it.
| Think you should be doing it. That's what you had
represented

MR, HOROW TZ: Well, if you request it, you'l
have it.

CHAI RPERSON HARRI'S:  Well, | think collectively
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we need to feel that sonething is needed. |If it's not
needed, | don't think we're going to force people into
sonmething. But | think there need to be discussions with
the horsenen and associ ation and see what -- you know,
what's really needed to run a neet.

MR, HOROW TZ: Well, you know, we inplenmented it
because we felt that it was sonething that the horsenen
wanted initially, that they were concerned that there was
not a level playing field. And so we inplenented it at
| east on two random races per evening.

VWen we canme in a little bit before the fall, the
response was a little different. W still continue to do
the TCO2 testing on the first two finishers of every race,
regardl ess of whether they're in the detention barn or
not. And the horses in all of our stakes and | ate closing
events continue to go into the detention barn; and even
during this nmeet will continue to do so.

If the level -- if the Board woul d request that
we go back to what we had in the spring where two races
each night of horses are to be sent to and participate in
the detention barn program we can inplenment that.

EXECUTI VE DI RECTOR FERM N.  Well, | know when we
went up we were hoping to see it as a nodel. Because you
woul d have had the experience that a | ot of the other

tracks are |l ooking at and, in fact, throughout the
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country. And then we're disappointed to find out that,
you know, it wasn't happening.

MR. HOROW TZ: | can understand that.

Had you fortunately come up on a night that we
had the stakes or the late closing events, you would have
seen it in operation. And we can arrange to put that back
in. W're not trying to surprise the Board or not conply
with an expectation that the Board has and where the Board
desires to have that done for harness racing.

CHAI RPERSON HARRI S:  Okay. Well, | don't know,
for us toreally order -- | don't knowif we can just --

MR, HORONTZ: It's not a matter of ordering. |
mean if you tell ne you would prefer we do it, well, it
will be done.

COW SSI ONER SHAPIRO |Is the TCO2 testing being
done now wi t hout fail?

MR. HORON TZ: Yes. It is being done where the
sanpl es are being sent to UC Davis for testing.

COW SSI ONER SHAPI RO Okay. | understand. It's
not bei ng done on the backsi de anynore.

MR, HOROW TZ: Correct. The sanples are being
taken on the backside by the sane staff that was al so
conducting the testing. But we -- renmenber, we had an
i ssue of in harness racing where there should be a higher

|l evel allowed for |asix? And we decided within the nonth
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that we had fromthe |last neeting to this neeting, if we
sent the sanples in, we could actually be seeing how
sensitive the instrunentation is to pick up on lasix and
non-1 asi x horses.

The interesting thing, as Dr. Stanley would
comment, the procedure is sensitive enough to where his
| ab doesn't know -- not only doesn't he know who the
horses are, but he doesn't know who the |asix versus
non-| asi x horses are. And the fact is that we've got no

high tests for whether it's been on |asix or non-Ilasix at

a 37 level.

COW SSI ONER SHAPIRO:  Well, I'mfine with it
being if -- as long as you're testing, you know, the top
two horses or whatever you're doing. | just was surprised

t hat what was represented to us wasn't being done.

MR. HORON TZ: It had been done through July of
| ast year.

COW SSI ONER SHAPIRO:  It's up to others.

CHAl RPERSON HARRI'S: Well, it seenms to nme you
woul d work with the stewards and the horsemen and see what
ki nd of programthat would ensure you the best overal
program But -- | nean | kind of applaud the track for
doing it voluntarily. | think that's good if you've had a
program goi ng for years. Just need to fake a ook if you

want to keep doing it or not.
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Okay. Anything el se on Cal Expo?
We al so had the Golden Gate, a sinmilar thing.

One thing | noticed on Golden Gate is the -- |

guess they still don't have a head-on canmera on the turf

course.

And | think that really is inportant for

i nquiries.

course?

t hat .

the main

Does Bay Meadows have a head-on on the turf

Good. Maybe you could advise them on how to do

Okay. The Conmittee reports have been covered in
agenda.

Anyt hi ng under general business?

Anyt hi ng under ol d busi ness?

If not, thanks for everyone's participation

And we' re adj ourned.

(Thereupon the California Horse Racing

Board meeting adjourned at 2:15 p.m)
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CERTI FI CATE OF REPORTER

I, JAMES F. PETERS, a Certified Shorthand
Reporter of the State of California, and Registered
Pr of essi onal Reporter, do hereby certify:

That | am a disinterested person herein; that the
foregoing California Horse Raci ng Board neeting was
reported in shorthand by nme, James F. Peters, a Certified
Short hand Reporter of the State of California, and
thereafter transcribed into typewiting.

| further certify that I am not of counsel or
attorney for any of the parties to said neeting nor in any
way interested in the outcome of said neeting.

IN WTNESS WHEREOF, | have hereunto set ny hand

this 6th day of April, 2005.

JAMES F. PETERS, CSR, RPR
Certified Shorthand Reporter

Li cense No. 10063
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