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PROCEEDI NGS

2 (Proceedi ngs commenced at 10: 07 a.m)
3 EXECUTI VE DI RECTOR FERM N: Ladi es and
4 gentlemen, will the meeting please conme to order.
10: 07 5 This is a regular meeting of the California Horse
6 Raci ng Board on Thursday, July the 21st, 2005, at
7 t he Del Mar Fairgrounds, 2260 Ji mmy Durante
8 Boul evard, Del Mar, California. Present at today's
9 meeting is Chairman John Harris, Vice Chairman
10: 08 10 W I liam Bi anco, Comm ssi oner Sheryl Granzell a,
11 Conmi ssi oner Marie Moretti, Comm ssioner Jerry Moss,
12 and Comm ssioner Richard Shapiro.
13 Before we go on to the business of the
14 meeting, |I'd like to ask you to please state your
10: 08 15 name clearly before you speak to the board so that
16 the court reporter can make sure that she gets
17 everyt hing down and al so that we just have one
18 person speaking at a tine.
19 And if you would let us know if you need any
10: 08 20 time, or if something comes up, we'll be nore than
21 happy to cooperate. Thank you
22 Now, Chairman Harris will take over.
23 CHAI RPERSON HARRI S: Thank you. I'd like to
24 wel come everyone to our meeting and congratul ate
10: 08 25 Del Mar on their big opening day yesterday and wi sh
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all the good racing season here. First action item
is discussion and action by the board on approval of
the m nutes of the regular neeting of May 26, 2005.

Do we have any corrections on those or nmotion to

approve?
COWM SSI ONER MORETTI: So noved.
VI CE CHAI RPERSON BI ANCOC: Second.
EXECUTI VE DI RECTOR FERM N: All in favor,
say aye.

(Ayes) .

CHAlI RMAN HARRI S: Approved.

The next itemis the application to conduct
a horse racing nmeeting of the Bay Meadows Raci ng
Associ ation at Bay Meadows, conmmenci ng August 26
t hrough Oct ober 16.

MS. WAGNER: Good nmor ni ng. Jacki e Wagner,
CHRB st aff. Bay Meadows Raci ng Associ ati on has
filed an application to conduct a thoroughbred meet
at Bay Meadows from August the 26th through
Oct ober the 16th for 33 days. They are planning to
run a total of 284 races, or 8.6 races per day.
They will be racing three to five days per week with
ei ght races on the weekdays and nine or ten races on
weekends and holidays. Their post times during the

Del Mar overlap from August 26 through September 7,
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the post time will be 1:45 p.m They will have a
1:15 p.m post during the Fairplex overlap between
Septenber the 10th and Septenber the 26th,
12:45 p.m post time during the Oak Tree overl ap
through -- Septenber the 28th through October the
16, and a 7 p.m Friday post tinme on September the
9th, 16th, 23rd, 30th, and October 7 and 14.

The application is conplete, and our staff
woul d recomend the board adopt the application.

CHAI RPERSON HARRI S: Any comments or
questions on this application? The board --

COVM SSI ONER SHAPI RO: I have a couple
questions. The -- it says that 50 percent of the
stock is owned by Bay Meadows Main Track | nvestors,
L.L.C Is that the same entity that we approved
before, or is this different than -- | thought it
was Bay Meadows Land Conpany. Is this the sanme
entity?

MS. WAGNER: Is there a representative?

MR. LI EBAU: Jack Liebau from Bay Meadows
Raci ng Association. Terry Fancher happens to be
here and can probably talk to the structure with
much nore knowl edge than | can. Terry's the
managi ng director of the Stockbridge Partners.

THE | NTERPRETER: This is Terry Fancher,
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head of Bay Meadows Land Conpany. I believe the
conpany you're referring to as Bay Meadows Main
Track Investors is sinmply one of the wholly owned
subsi di ari es of Bay Meadows Land Conpany.

COWM SSI ONER SHAPI RO:  Okay. So in terns of
who was the guarantor or the parent that guarantees
this entity? It says the registered name of the
corporation is Bay Meadows Raci ng Associ ation, so
who is our licensee in this structure?

MR. LI EBAU: The licensee is Bay Meadows
Raci ng Association. W have submtted a financial
statement the first time that we were |icensed,
which | think showed it had more than in excess of
$2 mllion, which I'msure the comm ssion has in its
files.

COVM SSI ONER SHAPI RO: ay. So it's not
Bay Meadows Land Conpany then? |Is that a --

THE | NTERPRETER: The licensee is Bay
Meadows Raci ng Associ ati on.

COVM SSI ONER SHAPI RO: Okay.

CHAlI RPERSON HARRI' S: It does get confusing
with all these subsidiaries. | think we need to
make sure whoever we're licensing is --

COWMM SSI ONER SHAPI RO: Ri ght . My concern

is -- and this is really not -- |'mnot picking on
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1 Bay Meadows in any way here, but the question is
2 that we see that the registered name is Bay Meadows
3 Raci ng Association, which fromnmy mnd right now
4 could be just a d/b/a with nothing in it, and then I
10: 13 5 see that 50 percent is owned by Bay Meadows Min
6 Track Investors, L.L.C., and that's a nanme that |
7 didn't know, but | have obviously heard of Bay
8 Meadows Land Conmpany, so I'mtrying to figure out
9 who's on first here and who is the guarantor of the
10: 13 10 obligations of this |icense
11 MR. LI EBAU: I actually had anticipated your
12 question the first time we were |licensed, and that's
13 why we submitted the financial statenment to begin
14 with, which really wasn't required, and | don't know
10: 13 15 whet her - -
16 COMM SSI ONER SHAPI RO: Just so you know, we
17 don't get it in our packet.
18 MR. LI EBAU: I"m sorry.
19 COMM SSI ONER SHAPI RC: That's not your
10: 13 20 fault. We have an issue, | think, that we have to
21 figure out internally about it. It |eaves us not
22 knowi ng who is whom and | think that maybe we
23 can -- Ingrid, we can |look into getting sone
24 clarification for us so that we know that when these
10: 13 25 licensees are com ng up.
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EXECUTI VE DI RECTOR FERM N: Ckay.

CHAI RPERSON HARRI S: I think we should have
it in the packet that the board nmenbers get, the
actual financial statement.

MR. LI EBAU: Thank you.

COWM SSI ONER SHAPI RO: M. Liebau, before
you go away, what is -- what's Bay Meadows policy on
shock wave therapy on the property?

MR. LI EBAU: My understanding is that it
could be done in the receiving barn only; that we
have a law -- it's exactly the same as what
Santa Anita's is, but when | wrote Santa Anita's, |
kept a copy of it.

COVM SSI ONER SHAPI RO: Okay.

MR. LIEBAU: And it's you have to have a
| og, and the veterinarians have to sign the |og, and
the horse has to be identified as to by sonme third

party as to which horse was given the shock wave

t her apy.

COMM SSI ONER SHAPI RC: And is it done -- |
guess |'mlooking for is it done in a clinic or in
a --

MR. LI EBAU: It's done in an encl osed area
next to our detention stalls.

COWM SSI ONER SHAPI RO: Ckay. So it is
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moni t ored?

MR. LI EBAU: It is nonitored, yes.

COVM SSI ONER SHAPI RO: Okay. Thank you

EXECUTI VE DI RECTOR FERM N: | woul d have one
guestion on that. Are the machines kept in the
equi ne hospital there, or are the veterinarians
keeping them within their own possession?

MR. LI EBAU: They are within the
veterinarian's own possession.

EXECUTI VE DI RECTOR FERM N: Okay.

COWMM SSI ONER SHAPI RO:  So how do you know
that a vet who has it in his own possession isn't
using it at a barn, somebody's barn? |Is there any
way to know that?

MR. FANCHER: We do not know. I mean, it's
just, you know, the whole problemwith this is, you
know, that horses that are stabled at Gol den Gate or
at Pl easanton, which are authorized training
facilities, we don't have any control over that.
They have their own rules, and the problemwith this
whol e area has been that you take a horse off the
grounds and do anyt hing you want to it.

I don't think we've ever been able to solve
t hat problem I mean, certainly to sone extent our

barn area, M. Shapiro, as you know, is pretty
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wi de- open, so | nean, | don't really think that,
you know, it can be done without somebody noticing
it.

COVM SSI ONER SHAPI RO: Ri ght. No, the
way -- you would -- certainly the way your barn area
is configured, everybody's together --

MR. LI EBAU: Ri ght .

COWMM SS|I ONER SHAPI RO:  -- and that shoul dn't
happen. My only concern --

MR. LI EBAU: I can't guarantee it doesn't
happen.

COMM SSI ONER SHAPI RO: Again, | would turn
to our executive director to try to look into this
to make sure it isn't happening outside of the
clinic, or I'"'mnot sure we should -- vets should be
goi ng around with these machines in unauthorized
facilities at all.

EXECUTI VE DI RECTOR FERM N: Why don't we see
if we can work something out.

THE | NTERPRETER: We're receptive to
what ever suggestion the staff has because we're as
concerned about it as anybody.

EXECUTI VE DI RECTOR FERM N: Ri ght, there are
ot her, you know, venues where it's -- the machines

are actually | ocked up; they check them out; they
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10: 17

10: 17

10: 17

10: 18

10: 18

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

11
use them wi thin, you know, a nonitored area; and
we're also trying to get the logs to be a little
nmore specific as well as having horses just randomy
|.D.ed to nmake sure that it is, indeed, the horse
that they say it is, so we |look forward to, you
know, your cooperation, and I'm sure we'll have it
but we'll need to |l ook into that.

MR. LIEBAU:. We think the systemis set
up -- sonebody could work outside the system

COWMM SSI ONER SHAPI RO: Well, we appreciate
your help in helping to try to prevent that from
happeni ng. Last question | have is it says in your
application that contract negotiations with HERE
Local 2 1UOC Local 3 Teansters and Laborers are
under way. Do you foresee there being any problem

with getting those negotiations concluded tinely?

MR. LI EBAU: No, | really don't. | think
that the Local 2 is -- has not really contacted us
for sonme period of time, and as you -- as you

probably know, there is big | abor negotiations going

on in San Francisco with the hotels, and |I'm afraid

that Local 2 is nmore concerned about those

negoti ations than they are about Bay Meadows.
COMM SSI ONER SHAPI RO: So you don't see any

of these interfering with the operations?
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MR. LI EBAU: No, we do not anticipate any
wor k stoppages.

COWMM SSI ONER SHAPI RO:; Okay. I would al so
like to thank you and conpli ment Bay Meadows race
course on the marketing group sales and publicity
pl an that you provided to us. | thought it was
excel l ent and very informative and very hel pful in
our understandi ng what you're doing, so please pass
al ong the thanks to M ke and --

MR. LI EBAU: I will. Thank you very much.

COMM SSI ONER MORETTI : Can | ask a follow-up
on that? 1, too, thought that was very well done,
and | was glad to see it, but | had a question in
regard to the Friday night racing and all of the
great ideas that you seem to successfully have
experi mented with. Do you -- do we have any way of
tracki ng how many of those young Friday nighters
that come to a track on Friday night would
potentially come back again?

MR. FANCHER: Well, | think that the only
thing is, as you wal k around, you know, on a
Sat urday or Sunday, you see sonme younger people than
I think would otherwise be there if we didn't have
the Friday nights, but as far as a tracking them we

haven't been doing that, no.
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COVMM SSI ONER MORETTI:  Okay.

MR. FANCHER: But |'ve al ways thought the
Friday nights were really the one way that we m ght
be able to rejuvenate our fan base because people
come that wouldn't otherwi se cone, the same as with
respect to groups. I mean, this |last meet we really
saw the Friday nights do better than they had
bef ore.

COWM SSI ONER MORETTI: Thank you

CHAlI RPERSON HARRI S:  Anything else on this
application?

COMM SSI ONER SHAPI RO: No. I move that we
approve it.

CHAI RPERSON HARRI S:  Thank you.

COWMM SSI ONER MORETTI :  Second.

EXECUTI VE DI RECTOR FERM N: Al'l in favor.

(Ayes)

CHAI RPERSON HARRI' S:  So noved.

The next itemis license to conduct a
fair -- a horse racing neeting in Los Angel es County
Fair at Fairplex Septenmber 9 through 26.

MS. WAGNER: Jacki e Wagner, CHRB staff. The
Los Angel es County Fair has filed its application to
conduct a race meeting at Fairplex. They are

proposing to race from Septenber the 9th through the
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14

1 26th for 16 days, which is one day |less than they
2 raced in 2004. They are proposing to race a tota
3 of 201 races, which is five nmore than they raced
4 | ast year.
10:20 5 They will be racing Friday through Monday
6 the first week and Wednesday through Monday the
7 second week, and the third week they will race --
8 have 12 races per day on Monday, Wednesday,
9 Thur sday, and 13 races on Friday, Saturday, and
10: 20 10 Sunday. They will have two dark days, no racing on
11 Tuesday, Septenber 13, and September the 20th
12 First post tinme will be 1 p.m on Monday, Wdnesday,
13 and Thursday with a twelve o'clock post on Friday,
14 Saturday, and Sunday. The application is conplete.
10: 21 15 Staff would recommend that the board approve
16 the application as presented. There should be a
17 representative here fromthe fair to answer any
18 questi ons.
19 COVM SSI ONER SHAPI RO: I'd like to ask,
10: 21 20 see here in the simulcasting out of country that
21 there is -- they're working with northern California
22 for a full sinmulcast signal with Sydney, and it has
23 Sydney Jockey Club of Australia, and for sonme reason
24 I -- in my mnd there was some issue about inporting
10: 21 25 races from Australia, and | don't know if that is
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something that's new, or is that something that has
been going on for a while that we have been
permtting?

CHAI RPERSON HARRI S: I think there is a
di spute on who gets what of the proceeds.

COWM SSI ONER SHAPI RO: Ri ght, and 1'm not
sure whet her that dispute has been resolved or
everybody was -- has come to an agreenent. I"m just
uncl ear.

MR. BRABI CA: George Brabica, George
Brabica, L.A. County Fair. I"mgoing to turn that
question over to Paul Porter. He's our
adm nistrator from Del Mar that handles all of our
out-of -state contract business.

MR. PORTER: Paul Porter, sinulcast
director, Fairplex Park and Del Mar Fair Club. The
listing that | put there, that -- you're speaking in
reference to inports; is that correct? Because |
believe that what | |isted there was --

COVWM SSI ONER SHAPI RO: ' m speaking with
respect to importing, not exporting. Are you
i mporting races from Australi a.

MR. PORTER: No, we are not.

COVM SSI ONER SHAPI RC: Okay. Then maybe

read it wrong.
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And can | ask M. Brabica the question, can
you explain to us what cross-promtion -- | mean,
you get | don't know how many mllions of people
coming to the County Fair, and when | saw the
pronotions, what | wasn't clear is how are you
reachi ng those people to cone to the County Fair to
come to the horse races, and what efforts are made
to bring themin and expose them and get theminto
the racing venue?

MR. BRABI CA: We have a pretty significant
program going with that. In particular, on the
first race Friday and the third day Sunday, which is
our openi ng weekend, we will be handing out $1 cash
vouchers for those people com ng to the fairgrounds.
Of course, they must be 18 years or ol der, and we
wi || have a signage program suggesting how t hey can
use that $1, make a bet, or got a buck, nmake a bet
program t hat we have going there, and we'll be
di stributing up to 16 to 20 thousand $1 vouchers to
people who will be comng to the fair in particular
and try to drive theminto the grandstand and show
them how to use that dollar through the 10 cent
superfecta bets in particular, trifecta bets, and
exactas, so we have a whol e program going with that

on the first Friday and first Sunday and a whol e
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si gnage program that goes along with that.

In addition to that, we have an exhibit
call ed Betting for Beginners. It's right on
Br oadway. Broadway is our main street right along
t he grandstand there. W' ve been doing this program
for a number of years now, and we have a very nice
set-up.

It will look like a barn. We'IIl have a
paddock with a live horse, and we attract people
from Broadway, the main street. W invite themto
| earn more about horse racing. We give them a tour
of the racetrack.

We give them a whole box seat section. W
give them -- we place bets on every horse in the
race, and we do this for upwards of 30 people per

race, or 300 to 500 per day of each racing day, and

we will give thema bet, and we buy the entire race,
so with 30 people we will create six wi nners.
We'll create a winner, two places, and three

shows, and what we do with that, we al so have
betting machines in this box seat section. We're
showi ng them how to place the bets, what to | ook
for, and we al so have betting machi nes, stand
machi nes in that betting section where once six of

those people win, they can actually put that ticket
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into the scan machine right there and see how much
they win and make another bet, so we're constantly
trying to turn that ticket over and keep them there
by maki ng them wi nners.

The other thing we do, we give them a badge
and when they go up to our mutual managers or mutual
sellers in the lines, they see these badges Betting
For Begi nners badges. They know that these people
are relatively new, they need extra help; they need
extra care and attention; and our sellers do that
for them so we've had this program going on.

It's been a very good program We give them
a free racing program and we really treat them
right, and we've had a | ot of good success with
t hat .

COVM SSI ONER SHAPI RO: Great. Thank you

CHAI RPERSON HARRI S: | notice one of the
t hi ngs on your application that your adm ssion
prices, | guess, are high because you're getting the
total fair and basically a free gate into the races,
but it |looks like it's costing 8 bucks to park and
15 bucks to get in and another couple of bucks for
the program that, you know, you're getting pretty
close to $30, and they still don't have a seat, but

I notice that you do have a club card. Is that --
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can you explain how that works?

MR. PORTER: That's only one of the things
we do. We have a very significant incentive program
t hat we use throughout the year through our
satellite, and if you beconme a regular satellite
customers of ours, we have the race fan club card,
whi ch you just mentioned, and it is an adm ssion-
based incentive program where we count every tinme
they conme in, and for every ten adm ssions during
I TW you get a free fair adm ssion, and so people
will build up 120 to 150 adm ssi ons over the course
of the year and get 12 to 15 fair adm ssions. W
have 16 days of racing, so those people essentially
get in for free every tine.

We al so have the race fan club card that
during the live neet is -- will give them nmore than
hal f of f. It's $7 admi ssion for those who have it,
along with a guest, and you can use that once a day,
so there's a significant discount there. In
addition to that, Mondays this year we will have
free adm ssion, along with free progranms, free daily
racing forms, and a nunmber of different things going
on on Mondays, so Mondays are free adm ssion. W
have three of those, and opening day Friday is $1

adm ssion at the fair, plus we have many discounts
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if you want to, so if you're paying full adm ssion
at the fair, you're not |ooking very hard, and we
give all of this information out with direct mail
and ot her ways that we get information to the race
fans in particular and to the fairgoers in general
| eading up to the fair.

CHAI RPERSON HARRI S: That | ooks |ike a good
field trip. Any other questions on this
application? 1s there a notion?

COVM SSI ONER MORETTI : So moved.

VI CE CHAI RPERSON BI ANCO: Seconded.

EXECUTI VE DI RECTOR FERM N: Moved and

seconded the application of the Fairplex. All in
favor.

(Ayes)

CHAI RPERSON HARRI S: So noved. I'"d like to

wel come Senator Dean Flores to our neeting. He j ust
came in. He's having a hearing here that starts at
two with some racing i ssues, and Dean is the
chai rman of the GO comm ttee and represents a
wonderful area, the San Joaquin Valley that | happen
to live in.

The next itemis application for |Iicense and
to conduct a horse racing meeting of the Sacranento

Har ness Associ ation from Septemnmber 23.
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MS. WAGNER: Jacki e Wagner, CHRB staff.
This is the application fromthe Sacramento Harness
Associ ation. They are proposing to race from
Septenber the 23rd through Decenber the 30th at
Cal - Expo. The association is proposing to race 53
nights with 689 races.

They will be racing Wednesday through
Saturday, and they will be racing on Monday,

Decenber 26. There will be no racing on

Novenmber the 24th, Decenber 21 through December the
24th. Their first live post will be 5:35 p.m
daily.

They will be using the CHRB rules for their
wagering program They do have an item that needs
to be conpleted, which is their scientific games
contract, which | understand is in negotiations.

Staff would recomend that the board approve
the application conditioned upon its receiving this
particular information, and we do have a
representative fromthe association that will be
avail able to answer any questions.

COWMM SSI ONER SHAPI RO: | have a few
questions |I'd |like to ask, and perhaps --

MR. SCURFI ELD: Should we come forward?

COWM SSI ONER SHAPI RO:  Yeah, | think --

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



22

1 M. Scurfield and M. Schick came forward. This is
2 a new applicant, and we certainly welcome their
3 di scussi on on Sacranmento, and so nmy questions are
4 just trying to understand the program better. It
10: 31 5 says here that you're going to have 20,000
6 guar anteed gross Pick 4 pools.
7 I's there a reason the word gross is in
8 there? | mean is that just $20,000 guaranteed
9 Pick 4? 1s there sonme reason -- sone difference the
10: 31 10 word gross is in there?
11 MR. SCHI CK: Good morning, Chairman Harris,
12 Conmmi ssi oners. Chri stopher Schick, general manager
13 Sacrament o Harness Association. Wth regard to the
14 guaranteed Pick 4 pools, we're guaranteeing a gross
10: 31 15 pool as opposed to a net pool, so you would take a
16 gross pool mnus the take-out on the wager, so
17 you're actually guaranteeing the net pool after the
18 take-out, and generally I think nmost of the
19 associations -- | don't want to speak for them but
10: 31 20 generally speaking, | think generally when they
21 advertise a guaranteed pool, it is generally a gross
22 pool .
23 COVM SSI ONER SHAPI RO: Okay. I|'"mused to
24 seeing other associations do a guaranteed pool, but
10: 32 25 I"ve never seen the word gross in there, so |I'm just
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wondering if there's some distinction between what
you' re suggesting and what other tracks have been
doing.

CHAI RPERSON HARRI S: I think these folks are
just defining it nore correctly.

COVMM SSI ONER SHAPIRO: | didn't understand

MR. SCHI CK: Just so you know, our normal
Pick 4 pool in harness racing is somewhere in the
eight to ten thousand dollar range on a nightly
basis, and in the past when we've ran guarantees,
obvi ously, you create interest. It's sonething to
advertise, and sonme of your |arger players get to
pl ay bigger spread tickets to have a chance at a big
payout, quite frankly.

COMM SSI ONER SHAPI RC: I think it's great.
I just didn't know if there was sonme change. In
your California Cyrus Stakes program it's listed as
just to be determined in terns of a ot of the dates
and the purses, and at the note was a bottom --
there was a note that said California Stakes
estimated 18, 000 per | eg.

Does that mean that each of these each
di fferent races would average $18, 0007

MR. SCHI CK: Yes, it does. Each | eg woul d

be estimted right now at $18,000. The reason that
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was very inconplete is because the whole Cyrus
St akes committee is going through a change now that
I don't know if you're aware of, and after the | ast
round of Cyrus Stakes, it was determ ned that there
wasn't enough noney at that point to actually cover
the paynment in the |last round of Cyrus Stakes.

Now, nmy understanding is that that's been
basically rectified, so we're basically com ng into
a situation with the Cyrus Stakes where if they were
going to actually run for the npney that was being
generated by the programitself, the actual |eg
woul d be a little over $7,000, which obviously
that's not even close to an acceptable position, so
when we're tal king $18, 000, we -- we've been working
with the Cyrus Stakes conmittee. There's an actua
meeting this weekend, and to get the purses to
18,000 is going to involve a contribution by CHAA
out of their operating funds, and it's also going to
include a fairly substantial contribution by the
horsenmen out of the purse fund account to reach that
$18, 000 | evel

COWM SSI ONER SHAPI RO:  And all parties are
in agreement to do that at this point, or you're
wor ki ng towards that?

MR. SCHI CK: No, | think they're going to
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be. Obviously, the last round of Cyrus Stakes was
at $20, 000 this past year. W were obviously, you
know, hoping that somehow we could hold the line.

You know, | don't know that that's going to
be possi bl e based upon the actual, you know, where
the funding of the Cyrus Stakes is today.

COMM SSI ONER SHAPI RO And can you tel
me -- and | understand you haven't conducted a race
meeting previously, but conpared to the race neet
that is currently being operated, what your average
daily purse distribution will be, what you're
projecting it to be versus where it is today over a
conpar abl e peri od of a year ago?

MR. SCHI CK: Sure, right now they're
generating, | believe, just short of $50,000 a night
in purses. | don't know if that's actually what's
bei ng paid out or not, but based off the CREMs
report. Qur -- our purse schedule that has been
approved by the CHAA that's in our packet is
approxi mately wei ghted about a 20 percent increase
from where the purses are today, so if they're
earni ng about 49,000, ours is give or take a few
dollars close to $60, 000 per night in our opening
purse schedul e, and obviously, we have to generate

more handle than is currently being handled to neet
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t hat purse schedul e, and obviously, we think we're
going to do that, and obviously, the purse schedule
is part of an overall conprehensive plan to bring
new horsemen and new horses into California, and |'d
be happy to el aborate on that if there's any

questi ons about that.

CHAlI RPERSON HARRI S:  Any other itens on
this?

COVM SSI ONER SHAPI RO: Can you explain in
terms of the concessions, it's my understandi ng that
for a |large part of the season there are really no
restaurant facilities other than there's some
concessi on stands, and the Turf Club has been
closed. WIIl you be reopening that?

Can you expl ain what improvements will be
done so that people have a better place to sit and
good service and so forth.

MR. SCURFI ELD: Yeah, Ral ph Scurfield,
Sacranent o Harness Association. W've been worKking
wi th Cal-Expo very diligently for the last three or
four weeks because they are aware of that, and they
are working with the concessi onaire, and we have
entered into at |l east an oral agreement, and |I'm
maki ng a presentation tomorrow morning at the

Cal - Expo board for a $750, 000 renovation of the rear
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portion of the sinmulcast facility and going out into
the grandstand with glass walls and to actually make
that a better venue both for the wintertinme in the
i ncl ement weat her and for the summertime when it is
very warm and there will also be an outside

pl atform of about 50 by 100 feet, and the food

situation will probably be transferred then to this
facility fromthe Turf Club, and we're still worKking
with the | ogistics of how the people will nove and
where they will go, but the food in the sinulcast

facility is very, very good.

It will have to be expanded because it's
really a series of stands now, but they are well-
received where there was a lot of criticismup into
the grandstand and the Turf Club before, and we
intend to rectify that.

COVM SSI ONER SHAPI RO:  Well, | certainly
support that and hope that you'll |ean on Cal - Expo
and I nnovati on Catering and whoever to prove that
there's a better facility for the patrons there. I
support you in that.

The | ast question | have is -- has to do
with capitalization. Can you explain the
capitalization of Sacramento Harness Racing

Associ ati on.
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MR. SCURFI ELD: Yeah, let me tell you, you
remenmber how we started was the not-for-profit
corporation and under $100, 000 gift, and since that
time here is where we are right now. All of the
equi pnment for the racing is in place and ready to
go. It's -- and heavy equi pnment is being | eased
because, being a nonprofit, there's no advantage for
us to depreciation or anything, so we have | ease
agreenents in place for that. All the equipnment is
in place.

We will have, prior to opening,
approxi mately 71,000 in m scell aneous | abor and
fixtures prior to this opening, which we intend to
pay, and we now have 198,000 in the bank, plus we
have 100,000 in a CD for you people. W have
200, 000 as a deposit for Cal-Expo, and we have a
nonrevocabl e $750, 000 line of credit with Cal Net
Busi ness Bank, which is guaranteed by nyself and one
ot her board nenber.

We have established a close working
arrangenment with Cal - Expo concerning the sharing of
many pieces of equipnment, the nonitors and TVs and
head number tractors, et cetera. They're using ours
and renting fromus, and we're renting fromthem so

the operation is really ready to go, and | think
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we' re properly funded.

CHAlI RPERSON HARRI S: Any ot her issues on
this? That's encouraging that you do have that
large line of credit. I think the board's origina
concern was just that it was well-capitalized, which
it appears that it is.

Do you have a notion to approve?

COVM SSI ONER SHAPI RO: I'I'l move to approve
t he Sacramento Harness Raci ng Associ ati on.

VI CE CHAI RPERSON BI ANCO: Wait, we've got a
comment here.

MR. BI ERI E: Hi, my name is Steve Bierie,
B-1-E-R-I-E. I'"mthe managi ng manager of Capitol
Racing, and | can't see you with ny glasses on, but
I can see what |I'mreading. Chairman Harris and
members of the board, you just addressed on --
touched on one of our concerns. Both |, over the
phone, and Alan Horowitz in person have requested
information fromthe CHRB staff regarding this
application, particularly Section 4C10, which is, |
beli eve, what M. Shapiro is referring to, that
deals with the financials, the position, the
strength, and the viability. On the application it
says, "On file."

It has not as yet been provided to us, and
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1 we do have a right to comment on |license
2 applications but cannot do so on this one in an
3 informed manner when we do not have the information
4 avai l able for our review, so based on this request,
10:41 5 we woul d ask that you would carry this over to the
6 next meeting and, in between this neeting and the
7 next one, just ask that this information be provided
8 so that we may review it. Thank you
9 CHAI RPERSON HARRI S: I''m not sure that
10: 42 10 that's practical to do. Obvi ously, if there's sone
11 di screpancy that arose, we could always rescind
12 our --
13 COWM SSI ONER SHAPI RO: Frankly, M. Bierie,
14 | appreciate your wanting that, but |1'm not sure
10: 42 15 what bearing your review of the financial statement
16 of this applicant, how it affects you and why you're
17 asking that we delay it.
18 MR. BIERIE: There has been, over the |ast
19 several years, numerous |levels of scrutiny and
10: 42 20 i ssues about viability of financial -- financial
21 viability of entities, particularly m ne, and there
22 was a | ot of discussion that I'd heard informally
23 that the board was going to see to it that the new
24 applicants and all new applicants adhered to a very
10: 42 25 specific and strict capitalization and liquidity
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posi tion. It may, in fact, be in place, but given
that the application says, "On file," and when we
have gone either telephonically or in person to ask
to see that, it hasn't been provided to us, | just
wanted to state we're not saying we're opposed.
We're just saying we don't know.

Now, we just had a presentation made by
M. Scurfield and M. Schick, and | have no reason
to doubt that, but |I'mjust wondering, since it is
on file, why it wasn't available for us to | ook at

and not be in this position.

COWM SSI ONER SHAPI RO: Well, | certainly
wi Il | support that staff deliver to you what is on
file for -- it's a public docunent. It's a public
record, and you're entitled to see it, but | don't

t hink that, because you feel that your financial --

31

issues related to you and your financial issues have

any bearing on this particular application.

MR. BIERIE: They don't.

COMM SSI ONER SHAPI RC: Then --

MR. Bl ERI E: It's the way -- what we have
been gone through and the | evel of scrutiny and the
| evel of that you folks are all asking for, we
wanted to see that. I made ny request -- |'ve

made -- it's certainly possible that you will not
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honor my request, but we certainly do want to see
the report to see, and | wanted to go on record that
we can't make any public comment because we didn't
have that information. I woul d appreciate it being
forwarded to us, and that's --

COMM SSI ONER SHAPI RO We'll ask staff to do
t hat . Thank you.

MR. BIERIE: Thank you

CHAI RPERSON HARRI S: Do we have on a motion
on this?

COVM SSI ONER MORETTI : Ch, 11l nove to
accept the Sacranmento Harness Associ ation.

VI CE CHAI RPERSON BI ANCOC: "Il second.

CHAI RPERSON HARRI'S:  So moved and seconded
to approve the application. All in favor.

(Ayes)

MR. SCURFI ELD: Thank you very much.

MR. SCHI CK: Thank you very much.

MR. SCURFI ELD: I find it absolutely
| udi crous that M. Bierie could be up there
commenting on the timely presentation of reports.

COWVM SSI ONER SHAPI RO: M. Scurfield, good
raci ng and good | uck.

MR. SCURFI ELD: Thank you

CHAI RPERSON HARRI S: The next itemis the
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staff analysis of the proposed anmendment of
Rul e 1433, application for |license to conduct a
horse raci ng nmeeting.

MS. WAGNER: Jacki e Wagner, CHRB staff. The
proposal to amend Rule 1433 will revise our
application for license, which is the CHRB 17 and
18. This rule was heard for adoption at the June
board meeting, and comments were taken, and
additional revisions were subsequently made to the
application.

Specifically, we deleted the requirenment to
di scl ose budget information pertaining to
advertising and pronotion. The amendment was
noti ced. No conments were received during the
notice period, and staff would recommend that the
board adopt the amendnent as presented.

CHAI RPERSON HARRI S: Any di scussion of this
item? | think we've been working on this for
several neetings.

COMM SSI ONER SHAPI RO: I just hope we don't
have to see it again and approve it.

CHAI RPERSON HARRI S: It's kind of a work in
progress. We'll probably change it again. Is there
a notion to approve?

COVM SSI ONER GRANZELLA: So noved.
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COVM SSI ONER MORETTI : Second.

CHAI RPERSON HARRI S: Moved and seconded to
approve our new application. All in favor.

(Ayes)

CHAlI RPERSON HARRI' S:  All right. Okay. Next
itemis the L. A Turf Club's request for approval of
charity-racing distributions.

MR. COAXEM Hell o, my name is Carl Coaxem
C-OA-X-E-M This request is fromthe Los Angel es
Turf Club to distribute $225,718 to 37 entities.

The amount that goes to the horse-related charities
is $192,718. The anount that is going to the horse
racing-related charities is 86 percent.

CHAI RPERSON HARRI' S:  Thank you. Just to
clarify for my benefit and for the board, as |
understand it, some tracks have an actua
foundati on, and then some just basically do it
thenmselves. |s that -- how does that work?

MR. COAXEM  Yes, that is correct. MWhat it
is is that | usually verify the -- if it's a racing
association or if it's a foundation, what it is.
make sure that there are articles of incorporation
at the Secretary of State, and then | go over to the
Departnment of Justice and | ook at the charity

registration to make sure that they are actual
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charity organi zati ons.

CHAI RPERSON HARRI S: But the track itself
can distribute versus going through a foundati on?

MR. COAXEM Yes, they go through the
process | just talked about.

COWM SSI ONER MOSS: Who woul d be the three
| ar gest beneficiaries?

MR. COAXEM ©Oh, are you tal king about out
of this group here?

COMM SSI ONER MOSS:  Yeabh.

CHAI RPERSON HARRI S: Looks |i ke the Disabl ed
Ri ders and the --

MR. COAXEM  Yeah, it is, and usually the
di sabl ed are one of the main ones. A lot of tines
it's also the California Thoroughbred Horsemen's
Foundation is usually a big one, too, but it varies.
On this particular one | think it's pretty evident
exactly who gets what.

CHAI RPERSON HARRI S: Okay. Any ot her
questions on this?

COWM SSI ONER MOSS:  Thank you.

CHAI RPERSON HARRI' S:  We have a motion to
approve?

VI CE CHAI RPERSON BI ANCO:  So noved.

COMM SSI ONER MORETTI : Seconded.
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CHAI RPERSON HARRI S: Moved and seconded to
approve the charities, all in favor.

(Ayes)

CHAI RPERSON HARRI S:  Okay. Movi ng ri ght
al ong here, the next itemis what we have been
tal king about for quite a while is an update on the
status of the jockey weight issue.

MR. FRI EBEL: Craig Friebel, Del Mar
Thoroughbred Cl ub. First, I want you to know that
Barry and | have announced our engagenent, so things
shoul d be moving al ong nuch nore roughly after that.

I have been working and trying to work with
Barry since our |ast board nmeeting on this subject.
We have, along with Ed Hal pern and Drew Coder, spent
a lot of tinme working on the 1180, which was
sponsored by the Jockeys' Guild and have gotten that
into a condition that now represents a industry bil
that we're all pretty pleased with, and I think that
is moving through the senate and back to the
assenbly ultimately to go to the governor's desk
so -- and that bill in particular now contenpl ates
the study on jockey health that we have discussed in
the past, and | think since the July 26 deadline for
conpletion of that.

| have, since we met, finally informed
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1 Dr. Benadot's schedule for the fall to begin work on
2 that study. He is in the process of putting
3 together a proposal on the financial ternms of that,
4 what he thinks the budget will |ook Iike, and what
10:50 5 the parameters of the study will be.
6 The objective, both from our standpoint and
7 as contenplated by the bill, is an academ c peer
8 review kind of study that actually has utility in
9 academ c circles, not just -- | think its utility
10: 50 10 woul d not be sinply limted to rule making activity,
11 and | have met with a variety of national
12 organi zati ons around the country to get their
13 support and ultimately participation in a national
14 wor ki ng group to define the parameters of the study,
10: 51 15 hopefully get the jockey cooperation on that, and
16 move this forward.
17 I've met with the National HBPA, the
18 Thor oughbred Horsenmen's Association, which is the
19 M ddl e Atlanta Horsenmen's, which is the NTRA, and
10: 51 20 sent copies of our subm ssions to you guys also to
21 trickle down, IRA, and a few other racetracks around
22 the country, and once we have a nore definitive
23 budget on the subject, we'll be going to various
24 groups, seeking financial support, as well as
10: 51 25 participati on of associations and jockeys around the
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country.

We're also, as Ingrid is also on the |ist
and Dr. Benadot is com ng out here around August 4
to sit down and have a prelimnary meeting on that,
which I've invited Ingrid to. | believe M. Shapiro
is also participating in a national conference cal
with the Racing Conm ssioners International to begin

or move forward their work on some of these issues

and will be working with Richard in terms of
comuni cating with that organization as well, so
other than that, | don't have a whole |lot to report.

Do you want to add to that?

MR. BROAD: Barry Broad on behalf of the

Jockeys' Guil d. I think Craig, he has pretty much
stated where we are at the moment. The bill
basically codifies -- it has other provisions, but

with respect to this, it codifies the basic
paranmeters of the study that it's intended to be a
scientific peer review type of study and also
contenpl ates the board's involvement in a ki nd of
oversight role or guidance role along with the

vari ous stakeholders in the industry which include,

I think, by nanme pretty much all the associations in
California, and, in fact, we're adding nore at

people's request, so at this point | believe that

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



10: 53

10: 53

10: 53

10: 54

10: 54

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

39
it -- that issue related to the study is kind of
moving along the bill in its entirety at this point
is | don't believe controversial any |onger, at
| east | hope not.

I''m |l ooking forward to a signature on the
bill, and, you know, of course, we appreciate the --
this new, you know, Kkind of going steady thing. I
hope that my wife does not have to read about ny
extramarital relationship with Craig in the industry
press because that would be very shocking to her.
"1l have to explain it somehow. Anyway, thank you

COVM SSI ONER MORETTI : I have a question
I"msorry. \Where are the funds from -- where are
the funds to be appropriated to conduct the study.

MR. FRIEBEL: Well, the industry, when we
made our submi ssions to various California racing
associ ations and the TOC and CTT, agreed that they
would be willing to help fund portions of this. You
know, the broad national study's obviously nore
expensive than sinply doing something in California,
but we felt like it was inportant to do some of
these things on a national basis, so once we have a
budget, then we'll be approaching some of these
ot her national organizations to assist in funding

and also working, try to work with track physician
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groups at various racetracks.

Al nost all racetracks around the country
have some form of on-site nedical care which would,
if we could utilize those services in doing sonme of
t he physical studies, medical studies as well, then
that would greatly reduce the overall cost of the
project, so until 1'"ve gotten kind of a realistic
budget for the project, | won't know specifically
who's going to put in what, but |I'mpretty confident
t hat the usual contributors around the country,

Ki ngl and and some of the other folks, will be
willing to participate financially.

COVM SSI ONER SHAPIRO: And | can partially
try to help answer that question, which is, in ny
di scussions in approaching the racing conm ssioners
International, we have di ssem nated proposed study
to all of the other racing jurisdictions, and we are
seeking not only their involvement and participation
but also sonme funding to help fund the national
st udy.

I do want to ask just a question, which is
when we started discussing this issue, there were
certain practices and issues that really aren't
determ ned by the study that we were going to try to

deal with in advance of the study being compl eted.
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Certain unhealthy practices and facilities and
wei gh-in and wei gh- out procedures.

I do know that here at Del Mar yesterday |
saw digital scales, and | know that you're working
to i mprove the weigh-in and wei gh-out procedures.
Have -- is there a movement ampng the tracks that in
advance of the study to at |east elim nate and deter
any of the unhealthy practices that may be going on
in the encl osure?

MR. FRIEBEL: Well, yes is the short answer,
but probably not as quickly as we would like, and |
tal ked to Barry about that to a degree this norning.
I've asked Ingrid once | got past opening day to
give me some tinmes on her schedule when we can sit
down and begin to map out some of the other actions
that we ought to be | ooking at.

I'"ve got an intern fromthe University of
Louisville that |1've asked to do a study of weigh-in
and wei gh-out procedures around the world, not just
in the United States, and when | get that, I'll be
sharing that with Barry and sitting down with the
staff, and we'll go through a whole |ist of other
things that we think we can do.

We don't need -- in many cases we don't need

the board to make a rule. We can do a | ot of these
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1 things. We always need the support of the stewards,
2 and we' ve asked staff and the stewards in this neet
3 in particular to be a presence in the jocks' room
4 to be working with the clerks of scales and with the
10: 57 5 jockeys and meeting with them talking with them
6 about enforcing the rules that we have, and then we
7 tal ked about neeting with staff and trying to |ook
8 at the broader set of rules and issues working al ong
9 with Barry and Darrell Haire as well, so | think
10: 57 10 we're going to nove forward on that within the next
11 mont h and hopefully come up with some consensus,
12 suggesti ons that we can all work with.
13 COWM SSI ONER SHAPI RO: Great. Well, it's
14 wonderful that you're doing this, so | certainly
10: 57 15 support it.
16 EXECUTI VE DI RECTOR FERM N: Maybe | can just
17 add, we did have the prenmeet nmeeting where the
18 stewards were involved, and we discussed this at
19 |l ength, met with them again yesterday. They net
10: 57 20 with the riders yesterday, and they are committed to
21 bei ng supportive of this and backing this all the
22 way, and also, | was very pleased with the response
23 when we did submit our information to RClI that the
24 response has been that they're very receptive, and
10: 58 25 that's certainly what got us on the agenda for the
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conference call and being part of their summrer
meeti ng agenda next week, so it is noving along.

CHAI RPERSON HARRI S: I'd hope the study
woul d also -- one of the reasons we're doing it is
to take a hard | ook at the weights and the accuracy
of those, but we'd also like to see a |ook at the
accuracy of the physical exans that we have for
jocks as both on a periodic basis and also when they
return froman injury to ensure that every rider we
have out there is 100 percent.

MR. FRIEBEL: That's a good suggesti on.
We'll look -- 1 do know that the rule has a -- the
board has a very vague rule on physica
exam nati ons.

CHAI RPERSON HARRI'S: It's pretty vague, and
I think it's different |levels of track physicians,
and | think we need to, you know, make sure that
we' ve got good |l evels at each track

MR. FRI EBEL: Unfortunately, and we'll work
with Barry on this one, too, when you start getting
into these physical exam issues and health issues,
you do have the new world of medical privacy. The
Hl PAA regul ations are going to be a major factor in
terms of doing this properly, and whatever we do, |

think it's --
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CHAI RPERSON HARRI S: It is, but it's Ilike
they say, the trucking industry, they've done a very
good job of this, and if -- they face the sane
issues, but | think it's got to be worked out with
the guild, but it protects everyone.

MR. FRIEBEL: M only point is | don't know
anyt hi ng about that point, and |I'm not sure if
Barry's an expert on it, but we need to make sure we
have somebody that knows the parameters of the
privacy rules, but we'll put that on the list for
further action.

CHAI RPERSON HARRI S: Thank you.

MR. FRI EBEL: Thank you.

MR. BROAD: Thank you.

CHAI RPERSON HARRI S: Ckay. The next itemis

sonething |1've been | ooking forward to hearing about
is the presentation by the totalizator conpanies on
their current technol ogy and capabilities. I think
we're going to go in order of AutoTote first --
AmTote first, then AutoTote, then United Tote.

MR. JOHNSON: If you'll give me a couple
m nutes to plug in.

CHAI RPERSON HARRI S: I think originally this

was on the agenda because United Tote wanted to show

what they were doing, and to save time, the other
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conpani es wanted to make a presentation al so.

(Di scussion held off the record.)

MR. JOHNSON: Hell o, my name is Keith
Johnson with AmTote. I'd like to thank the board
for the opportunity to present at a broad | evel what
AnmTote's technol ogi es and capabilities are, give you
a summary of our company and where we stand.

|'ve been with the conpany for -- |I'mvice
president of sales and technical sales. I'"ve been
with the conpany for 17 years now, the first ten
years of which were heavily operations experience,
so | have the benefit of having been through a | ot
of changes within our conpany and within the
i ndustry.

Wthin the industry obviously we've had
maj or changes in simulcasting, nost recently
advanced deposit wagering. Wthin Amlote, basically
within the same decade, we've reinvented our system
fromscratch, not -- certainly not -- it goes hand
in hand with all the other pieces, and so | speak
from that perspective.

Just a little overview about the conpany,
our mission statenment continues to be to devel op
state-of-the-art wagering technol ogi es, enabling our

customers to fully exploit the potential of a global
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racing industry. It's been that for 70 years and
going, and it's been evidenced nost in the | ast
decade.

This is an overview of our current network
structure. You can see the yell ow dots. It's kind
of small on this graphic here, but the yellow dots
represent our active hub | ocations. W' ve got the
North American hub operations that are typically run
by AnmTote operations. The international |ocations
are Amlote hubs that are owned and operated by other
customers of ours.

We have a points of note here. W have --
in Australia we have a significant subsidiary that
provi des about 80 percent of the operations for
Australia wagering. They're also a strong
engi neering house for us.

We have nost recently devel oped the ability
to bridge communi cati ons overseas to Europe using
Internet, BP, and secured technol ogi es running
racetracks from Europe as well as parlors on such
technol ogy, so that gives you kind of an overvi ew of
where our | ocations are, where our operations span.

We currently have over 30 mllion in revenue
and a debt to equity ratio of .24, over 300

enmpl oyees wor | dwi de. More than 40 of these people
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are dedi cated 100 percent to R & D.

QOur corporate headquarters remain in
Maryl and, as they have been, and once again, we have
a subsidiary located in Sydney, Australia. MWhat |I'm
going to try to do is at a very high level give you
an idea of where we stand with our system and our
termnals both in terms of hardware and software.

We very much wel come the opportunity to
drill down at a nore detailed |level, but given the
time constraints in this forum | realize it's not
possi ble to do, but we would like to go into further
detail about our system and term nals with any
interested parties.

Over the last few years there's been, as we
all know, quite a bit of hype in the industry in
general about technol ogy or perceived | ack of
t echnol ogy and security. It's been pointed in a
very general direction toward the collective tote
conpani es. I would just like to say, from Amlote's
perspective, we strongly feel that anyone that
wi shes to take the time to study our systemin
detail and study our platfornms and our technol ogies,
you'll find such perception to be false.

We' ve had studies by independent groups that

will confirmthis, which I'll reference in the slide
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show, so what |'mgoing to try to do is give you
like | said, a very high level overview of where we
are, why our system s nonitored, and how it's
secure. I'"m al so going to go over a little bit of
our advanced deposit wagering capabilities and our
| eadership in that area and present Amlote as a | ow
ri sk high value option, and perhaps as inportant as
any other point is Amlote remains committed to the
raci ng pari-mutuel industry. That is our priority.
That is our focus.

The system overview, right now we're running
our systenms on the latest M crosoft platform which
is Mcrosoft Wndows 2003 server. Our periphera
users are running XP Pro. That's the | atest
pl atfornms avail abl e.

We' ve shi pped our core wagering application
on nmultiple platforms over the decade basically
using the |atest and greatest technology as it
becomes avail able both froma hardware and software
standpoint. Hardwarewi se we're all running Inte
Penti um based machi nes.

Core wagering application, which is
proprietary to Amlote, is witten in C and C plus
pl us nmonitored | anguages, and we annually upgrade

that software for all of our hub | ocations so that
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every place is always up-to-date with the other
hubs. We don't have some hubs that are |agging and
sonme with more functionality than others.

Basically all of our hubs remain up to speed
with each other, which allows us to basically
seam essly and quickly make changes as the i ndustry
progresses. Because of our ongoi ng nmodern
technol ogy that we've devel oped particularly over
the |last ten years, we've been able to provide
security in the industry at the highest |evel.

W th public conpanies and banks
requi rements, including Magna, Church Hill Downs,
and others, they are required to provide
certification in the form of SAS type audits.

AnTote is proud to say we've been able to provide
that, and we've been the only conpany able to
provide that for nmultiple years running.

Al so, with recent -- within the |ast few
years, when the industry mandated the Ernst & Young
audit with the issues of Breeders' Cup, the industry
received basically an overall summry of the tote
systens and their technol ogies and their concerns
related to security. AnfTote requested an individua
report so that we could see specifically our

portions of it, and we're also proud to say that

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



11: 09

11: 09

11: 09

11:10

11:10

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

50
that was a very glowi ng report when we received that
i ndi vi dual report.

Our COO, Jim Corcoran, he likes to use the
term Fort Knox when we start tal king about security.
He has a way of -- some of our guys that are nore
technical -- sitting down and throw ng out jargon
and he has a knack, and he used the term Fort Knox,
and the reason why he can accurately use that term
is because the way we store our information securely
at nultiple |locations.

As an exanpl e, every transaction on any one
of our hubs is stored in multiple |ocations, both at
that hub | ocation and renotely. It's stored in at
| east seven different l|ocations. The information is
digitally keyed, and it's conpared to one another on
a daily business.

Not any one individual can access all of
those | ocations so that the information is protected
in that form so even if you could, which you -- we
al ready have limtations as to who can access what
data and where, but beyond that we have the data
located in multiple locations and cross-checked to
itself each day. I'd --

CHAI RPERSON HARRI S: If we could, sir, move

this along. We're not really the one that you ought
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to be selling this to. It's going to be the track
but what we're interested in hearing is what sort of
new i nnovations are comng along in the area.

MR. JOHNSON: "Il nove it along. There's
been a couple issues related to security and
technol ogy lately, and | thought that m ght be a --
we have an industry |eading uptime. We have on-line
remot e hot back- ups.

For example, right now if a hub were to
fail, we can bring up another hub. W can bring
that hub up from another |ocation, and when | say
fail, 1"mtal king about a catastrophic failure. For
exanple, Florida with their recent rash of
hurricanes, we've been able to back that hub up and
bring it up from Maryland if the hub suffered
catastrophic failure.

We've been able to provide industry | eading
processi ng speeds. One other issues of recent note
has been industry's perception of |ate odds shifts.

I think that's a good exanple that everybody can be
aware of. As |'ve said in meetings in the past,
even given today's technol ogy and today's protocols,
bet ween systens, for exanple, we can pass pools

wi thin seven seconds.

What that means is once your race went off,
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once you stop betting, we would be posting final
odds within ten seconds and receiving the data
within seven seconds. We've had that capability for
years, and it exists as we sit here today, but
again, you're only going to post odds as fast as
your entire network can retrieve the data across al
the tote platforns.

Moving into termnals, this is our current
pl atform of term nals. It's our F3000 and our
V3000. The F3000, which you see on the left, is the
teller convertible term nal. It's PC based. All of
our term nals now are PC based running Intel Pentium
hardware, M crosoft W ndows.

They've all been designed with ergonom c
consideration. They're safe, fast, effective
designs. They've been extrenely popular with the
tellers and patrons and even the technicians alike,
which from nmy experience in the industry, when you
get all those groups happy with a product, you've
done a good job. The machines are extrenely | ow
mai nt enance, easy to maintain.

This term nal design is one of our | atest
designs to conme out of the Australian wagering --
excuse me, Australian engineering house. It's the

remote wagering term nal. It won awards in

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



11:13

11:13

11:13

11:13

11: 14

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

53
Australia for its design. It's a term nal that can
be operated in teller or self-service node.

This termnal is our |atest generation
term nal, which we'll be releasing that, we're
devel opi ng out of Maryland, which we call it our bet
station. As seen in this picture, it's in teller
mode. Once again, and I'll show you a slide on some
of the ergonom c considerations that went into this
term nal because it's basically a 17 inch, |arge,
full travel keyboard, which our studies have proven
have been faster than touch screen interfaces for
tellers.

This is the same with -- that you would see
fromthe custonmer's perspective. Basically it has
the standard ticket reader, has a motion sensor
which is used in self-service node to be able to
identify when a custonmer or patron is at the wi ndow.
You have the bill acceptor |ocation, customer
di spl ay, magnetic stripe card reader and printer.

Thi s denmonstrates the ergonom c studies,
part of the ergonom c studies that have gone into
this termnal as well as we do this for all of our
| atest platforms, shows fromthe teller's
perspective, different |ines of sight

consi derations, view ng angles, and it does the sane
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fromthe patron's side. It's designed basically and
i nportantly that it can be confortable and safe and
easy to use for the teller.

This denonstrates the sanme term nal when
it's flipped into self-service nmode. Again, the
| arge 17-inch screen faces the customer simlar to
what our design factor with our F3000, very rigid so
that the customer gets a good feel on the machine

This is the current technol ogy for account
wagering termnals that are typically used at dining
room tables for account wagering customers, whether
they're daily accounts or long-term accounts, also
comes with a magnetic strip. They can sign in with
in their account, make wagers. They can also watch
the race on the TV, the TV signal which is
i ncorporated into this machine.

This has been -- this interface that we're
usi ng here has been extrenely popular. Along with
the V3000 self-service interface, we're achieving
50 percent self-service and at some | ocations 70 to
80 percent.

This is the next generation custonmer
interface that we plan on using with these
term nal s. Now, there's sonme debate as to which

term nals you shoul d use the richer interface on.
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You can see that, unlike traditional interfaces,
this interface has nmore information on it. It
provides you with the horse names, trainer names,
jockeys, the type of race that it is, so it's nore
information-rich to the patron as opposed to just
selecting the runner pads. This has kind of
increased in popularity in recent nonths. It's a
great sales tools when | go around and show this.
It has its place.

Some places would prefer to stay with the
traditional. Some places like the flashiness of
t his. Some people think it my be nore of a private
space term nal than a public space term nal for
i ndi vi dual bettors to use.

This is more of the traditional interface
where you basically know what you're betting, you
know what the runners are, and you have the program
i nformati on. The professional bettor, if you will
t hat doesn't require all the enriched information on
the screen generally prefers this interface.

Our software, our term nal software is also
portable to any wireless termnal platform
Basically all the wireless term nals that have come
out since the last ten years we've been able to put

our software on, it runs on virtually all the
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platforns that are out there now. W use these both
in a account wagering mpde as well as a teller node
so they can be attached to a wireless printer for
tellers that wal k around and an account wagering
mode they work very much |i ke the account wageri ng
term nal where you sign in to your own individual
account and nmake wagers.

Movi ng i nto advanced deposit wagering, which
has been a huge growth area in the industry over the
| ast five years or more, we are the industry's
| eadi ng account wagering service provider. As nmuch

as 1'd like to say it's because of people |ike
myself, it's really because of the technol ogi es our
system affords and the flexibilities it affords.
We've devel oped a flexible, dynami c, and secure
gateway interface to our system I won't go into
the technical details, but it's mgrated from an API
to a DCOM to web services XM.

This has allowed us to expand with all the
wi rel ess devices, whether they be cell phones,
whet her they be any type of on-line betting; you
name it. It's basically a secure portal to the tote
system that allows us to nove forward as the

i ndustry progresses with any type of wagering

devi ce, voice wagering, Internet, anything you can
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i magi ne.

Again, that applies to right now we're using
it with operators. We've got Internet. W' ve got
voi ce bet, which is voice recognition, and touch
tone wagering, all types of PDAs and cell phones,
and then we've taken the same account wagering
functionality, and we've allowed customers to
provide a nmultientity call center, and what that is
is a call center can be operated with one set of
operators but taking wagers for multiple account and
hol ding entities without sharing discreet
i nformation.

CHAI RPERSON HARRI S:  We need to nove this
al ong because we have two other presentations, and
I'd like to catch at |east the 7th race today.

MR. JOHNSON: I''m about to wrap up.

CHAI RPERSON HARRI S: Okay. We don't need to
know t he whol e t hing.

MR. JOHNSON: There's a | ot nore.

CHAI RPERSON HARRI S: I know.

COVM SSI ONER SHAPI RO:  Can we ask maybe j ust
a question or two?

MR. JOHNSON: Pl ease do

COVM SSI ONER SHAPI RC: Ckay. Goi ng back to

the term nals that you were showi ng us, when can we
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expect that we're going to see in California a
system that is not as old and anti quated as the one
that we're using to where we can get to where people
can use either wireless devices or have pari - nutuel
clerks that can wal k around with a handhel d.

It's kind of |ike when you go to one of the
Rent - A- Car pl aces, and you come in, and you return
the car, and you push a button. They hand you a
slip, and they're out of there. What | just heard
is you have that technol ogy.

MR. JOHNSON: We've had that technol ogy.

COVM SSI ONER SHAPI RO: You have it?

MR. JOHNSON: Yes.

COVM SSI ONER SHAPI RO:  Why don't we have it
here? What does it take for us to get that so that
we can offer our fans a nmore conveni ent, better
betting system? Just yesterday -- and |'m not a
ganbler -- | went to make one bet on the machine
t hat you showed, the existing technol ogy. It
woul dn't accept three different bills that | tried
to put into it.

Now, maybe it was a bad machi ne except |
went to the one next to it, then the one next to it,
so maybe | had counterfeit money for all | know, but

when can we get to the step where we're going to
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have that? What are we not doing or what needs to
be done?

MR. JOHNSON: Well, | mean, | can't really
comment nmuch on the term nals and the technol ogy
that are here today.

COMM SSI ONER SHAPI RC: Isn't it your --

CHAI RPERSON HARRI S: It's AutoTote has the
contract. The contracts are com ng back up, and I
presunme both AmTote, AutoTote, and AdTote are al
going to be -- but really the purchaser is the
track. I think what we want to do is make sure the
tracks are cognizant of a |ot of the problens that
do exist, which aren't exactly your fault, but I
think the California patron has been not served very
well by the system we have right now.

MR. JOHNSON: Well, from AmTote's
perspective we're very nmuch interested in putting
t oget her proposals to work in the California
wor kpl ace. The technol ogi es exi st. They have
exi st ed.

There's no reason why you can't have bil
accepters that read bills on the first pass.
There's no reason you can't have wireless tellers
wal ki ng around your facilities, and there's no

reason why you can't have people wal king around with
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PDAs, but we've got this that we've released that
all ow people to install software in their own
| apt ops.

I could walk in with my laptop into a
facility and install software and reside in that
facility and securely bet on nmy own nmachi ne.

There's no reason for not doing that right now.

COMM SSI ONER SHAPI RO: Does it nmean that the
tracks have to conpletely rewire -- | mean, |'m
assuming it's a capital issue

MR. JOHNSON: It's -- yes.

COVM SSI ONER SHAPI RO: Do the plants have to
be conpletely rewired, and is it a huge capita
investment by the tracks if they want to go from
Aut oTote to AnmTote to United Tote? |Is there a huge
capital investment to switch?

MR. JOHNSON: The challenge in the
mar ket pl ace as big as California is not so much the
infrastructure, the wiring of the facility, as it is
the investment in new term nal equi pnent and
peri pherals for the tracks thenselves. That's
the -- that's the chall enge, how do you come in and
install 3,000 brand-new state-of-the-art term nals,
wi rel ess devices, you know, fancy interfaces of al

di fferent types?
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It's all doable, but that is the chall enge
is the capital investnent.

CHAI RPERSON HARRI S: That's the thing |
think we need to get into at sonme point because it
is definitely broke. It's just a matter of how
we're going to fix it.

COVMM SSI ONER MORETTI : Can | ask you a
question. When you were showi ng the map of all of
your facilities, what is your presence in
Cal i fornia?

MR.  JOHNSON: Ri ght now we have no
operations in California. W'"'re |ooking to change
t hat, but --

CHAI RPERSON HARRI S: I think to the ADW you
processed that it is going through --

MR. JOHNSON: We have licensed California
entities that are comng in through Oregon, which
i ncluded TVG, you bet, and sone of the Express Bet
as well .

CHAI RPERSON HARRI S: We' ve got two other
presentations, but | appreciate -- just to clarify
what the process is, is there a contract? Do al
the California tracks jointly contract with one tote
conpany, or do they individually contract, or how

does it work?
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1 MR. JOHNSON: My understanding is they're
2 i ndi vidually contracted, but they're tied together
3 t hrough connections with the offtrack wagering
4 operati ons and associ ati ons such as that nature, so
11:23 5 my understanding is it's very difficult to have, at
6 | east today's configuration, to have splintering of
7 the groups. ' m not sure what can change that.
8 COVM SSI ONER SHAPIRO: So let's say Magna
9 went with -- I'"mjust -- AnTote and Bay Meadows went
11: 24 10 with AutoTote; okay? Would those two systens be
11 able to comunicate?
12 MR. JOHNSON: We do it every day all over
13 the country, all over the world. Yes, absolutely.
14 CHAI RPERSON HARRI S: Basically that's what's
11: 24 15 happening in other states?
16 MR. JOHNSON: Yes.
17 COVM SSI ONER SHAPI RO: So California, they
18 could all pick different tote conpani es?
19 MR. JOHNSON: From a techni cal perspective,
11: 24 20 yes. There's no reason why you could not. W do
21 that in virtually every other jurisdiction in the
22 country.
23 COVM SSI ONER SHAPI RO:; OCkay. Thank you.
24 MR. JOHNSON: But, you know, in closing, |
11: 24 25 want the inmpression to get out that we have npbdern
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t echnol ogy, despite mi sconceptions. W have
security, high levels of security. W're very
interested in the California marketplace. W have
state-of-the-art termnals, and we're ready to
deploy it.

CHAlI RPERSON HARRI' S:  Thank you very much.

MR. JOHNSON: Thank you.

VI CE CHAI RPERSON BI ANCO: Can | ask just one
guestion? Wuld you employ any Californians? |If
you have -- |'m not talking adm nistrative. I''m
| ooking for if you put a hub sonmeplace, right, you
woul d be operating out of Oregon al so?

MR. JOHNSON: Not necessarily. California
woul d certainly support a hub in the state, and so
I would likely say we would have a hub in the
state.

CHAI RPERSON HARRI S:  Then whatever tote
conpany has a contract enploys people at the track
themsel ves?

MR. JOHNSON: Absol utely.

CHAI RPERSON HARRI S: They're separate people
fromthe track people?

MR. JOHNSON: Typically we enploy the people
at the truck running the hub, absolutely. We'd have

California residents as enpl oyees.
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1 COMM SSI ONER SHAPI RC: But

2 Commi ssi oner Bianco's point, if you did get into the
3 California tracks, | think the issue is would you be
4 willing -- is your conpany willing to |ocate the

5 hub in California, which brings jobs to California?
6 MR. JOHNSON: Yes.

7 COMM SSI ONER SHAPI RO: Thank you

8 CHAI RPERSON HARRI S: Okay. Thank you very
9 much.

10 MR. JOHNSON: Thank you.

11 CHAI RPERSON HARRI S: The next presentation,
12 and we would like to keep these noving al ong, but

13 support all of them I think somewhere we have to
14 get into a joint meeting with the tracks. The next
15 presentation is AutoTote, which is Scientific

16 Games.
17 MR. HUNTLEY: Good norning. My name is Bil
18 Hunt | ey. ' m president of Scientific Ganmes Systens.
19 "Il need just a second here to get nmy equi pnent
20 connected, but | promse |I'll keep it much briefer
21 t han the other.

22 CHAI RPERSON HARRI S: I's there someone

23 representing the tracks here that could explain if
24 they're, in fact -- are they in some sort of bidding
25 process for tote compani es now, or when does the
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current contract expire?

COWM SSI ONER SHAPI RO: | see M. Charles is
here.

CHAI RPERSON HARRI S: He' s negotiating a
| abor contract with Richard.

COMM SSI ONER SHAPI RC: And M. Liebau was --

MR. BAEDEKER: Ri ck Baedeker, Holl ywood
Park. The current contract expires next year, in
Sept enmber.

CHAI RPERSON HARRI S: So it's got over a year
to go.

MR. BAEDEKER: So during that period of time
we'll be going -- undergoing the same kind of review
that you've begun today.

CHAI RPERSON HARRI S: Yeah. That's a little
bot hersome in that sometimes you' ve got a year to go
and not hi ng new happens until it gets redone, so ny
concern is we've got a |lot of machines, both they're
bei ng used by tellers and self-service machi nes, and
they' re getting pretty old, and they're not worKking
that well, so | hope that somehow we can, you know,

i mprove - -

MR. HUNTLEY: \While we're waiting for this

to boot up -- it will be just a second -- | will

address that, since we are the incunmbent vendor and
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supplier and, therefore, those are our machi nes and
services. The presentation | have today really
focuses on the agenda topic, which was current
technol ogy, so | didn't prepare a |ot of stuff about
conpany overvi ew nor other aspects of what you wil
characterize as a total reinvention of our business,
our racing business.

Certainly the technol ogy components of the
systemwill -- there's no conmpany that's going to
make a huge investment in new equi pment with one
year left on a contract. You have to have
sufficient years of a contract to depreciate the
value in a huge capital investnent that would be
needed i nto equi pnent, but we do recognize the fact
that we could be doing a nuch better job in
mai nt ai ni ng the equi pnment that is in place here, and
we are dedicated to do that.

Part of what we are doing as the reinvention
of our business is to reorganize our approach to
mai nt enance, and | believe that in the nonths
shortly ahead you will see a dramatic inprovenment in
the performance of the equi pnent that is in place
currently.

COWM SSI ONER SHAPI RO: But let me ask you a

guesti on. You just said that you have a year to go,
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and | understand you don't want to make a huge
capital investment, but don't you have term nals in
pl aces that may not be up and runni ng where you
could move those term nals here and use the

term nals that are already existing and sinply move
themto a California track so that at |east those
term nals are being used at a facility?

MR. HUNTLEY: \What you'll see when | get
into my technical presentation here is we are
creating an entire different or new |line of
termnals, as well as our conputer systens, | mean,
fromtop to bottom and this is not just about
machi nes. This is about conmputer facilities.

There's been a number of issues. You just
tal ked about tote systens talking to one another
Quite honestly, the problemthat has plagued the
i ndustry for years with what is |late posting of the
field board is the outgrowth of these systens have
to talk to one another through some pretty
antiquated sort of interfaces, so while it's true
about systems talking to one another, you're going
to continue to get late field board posting as |ong
as that is the case where you have to have nultiple

systems talking to one another.

67

COMM SSI ONER GRANZELLA: VWhat is the length
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of the contract?

MR. HUNTLEY: Typically five years, and
typically for investnment the size we're talking
about of the equi pment, that would have to go in
California that would be absolutely -- and at the
rates are historical in racing industry quite
honestly the tote conmpani es have suffered fromyears
of fierce conpetition between each other. The
racetracks have played them off dramatically agai nst
one another, and the rates have been driven down,
and nobody likes to understand the role in sone of
the problens that exist right now, but some of the
problens do exist as a result of the fact that the
margi ns are very thin in this business, so for any
tote supplier to make the many, many nultiples of
mllions of dollars in investment in this, you have
to have at |east a five-year period of time to
recoup that investnent.

CHAI RPERSON HARRI S:  Go ahead.

MR. CHARLES: Ron Charles, MEC. I just
wanted to clarify one point. I[t's my understanding
| believe, that with regards to the issue of the
totes working together, should you have -- should
AnmTot e be with Magna and should Scientific Ganmes be

at the other racetracks, it would be the racing fans
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who could not cash those other wagers at the other
facilities, so I think that needs to be clarified.

CHAI RPERSON HARRI S: That's an inportant
i ssue.

COWM SSI ONER SHAPI RO:  That's a good point,
and you're right.

MR. LI EBAU: Jack Liebau from Bay Meadows.
I just wanted to assure the board that | think the
tracks are evaluating different totalizator
conpani es and new technol ogy, and for instance, Bay
Meadows had Birdie at three or four tracks this
weekend. She's been to Georgia | ooking at
Scientific Games. She net with United Tote, so |
mean, the tracks are | ooking at technol ogy and
talking to the people, and | do think that we have
to recognize that, as far as self-service machi nes
are concerned, that California is probably the
| eader in using that.

I don't think that northern California could
exi st today but for the fact that we have 70 percent
of our betting going through self-service even
t hough we have some exceptionally good Local 280
enpl oyees that | have nentioned because | fee
M. Castro getting ready to junp up here, but |

mean, | don't want the board to think that the
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tracks aren't doing anything in this area.

We are maki ng what we consider to be a
t horough i nvestigation and will make a good
judgment, and |I'm sure in the end you will be of
service to both the patrons and the tracks. Thank
you.

CHAlI RPERSON HARRI S: Go ahead with your
presentation

MR. HUNTLEY: Very good. As | said,

prom sed | wouldn't make this a -- | wouldn't
bel abor this with a | ot about the conpany. It's
going to be about technol ogy, but | would just |ike

to say Scientific Games is a significantly different
conpany fromthe other tote conpanies. W're
consi derably | arger.

We do $750 million per year in annua
revenues. We spin off about well over $200 mllion
in cash flow, positive cash flow, so we are in a
position to be able to make the huge investment in
the California racing business, and we are prepared
to do that. You'll see that today 1'd also like to
say in response to what Jack just said is that the
huge success that California has benefited fromin
self-service term nals that went in here 20 years

ago -- or, |I'msorry, about 10 years ago, one of the
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big i nnovations that AutoTote and now Scientific
Ganmes has brought to the industry, and it's rare
that we actually get credit for that, but we have
saved the California racing industry as well as the
i ndustry as a whole across the country just untold
mllions of dollars through that innovation, and we
brought a |lot of that same innovation to these sane
products I'mgo to show you, and | think that's an
extremely val uabl e point because the efficiency and
effecti veness of these machi nes being able to handle
crowds is a very important aspect of continuing to
be able to do business and the profitability of the
tracks as a whol e.

I'I'l get started on our presentation. I''m
going to nove this m crophone to the other side.

Okay. Our strategic focus, No. 1, |I'm going
to start with the central data systens rather than
the term nals, but we're revanping the way we do it.
We currently have, much |i ke AnmTote presented, we
have about 17 hubs across the country. We're
consolidating these hubs, and if any of you have
been in the tote roons, they're in the back roons,
the back hallways, the dirty hallways. They're
di | api dated. They don't have modern facilities such

as security, physical security things that a modern
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1 data systemthat's handling literally billions of
2 dol l ars shoul d have
3 You can't name another financial industry
4 such as the stock market or business that handl es
11:34 5 the volumes of nmonies, and our plan is to take this
6 really into the 21st century in terns of nodern
7 enterpriselike systens to handle these type of
8 envi ronments. In addition to that, it will involve
9 an array of enhanced services and a continued
11: 34 10 evol uti on of our quantum tote system which is a
11 brand- new system built off Linux C plus plus, and
12 dat a base.
13 Of course, the second conponent of this is
14 t he wagering devices. |I'll show you our | atest
11: 35 15 term nal that we'll have a prototype of it in August
16 and will be in production by the end of this year
17 with this product, so it will be field tested and
18 well in front contract well in advance of the
19 contract expiration in California, and a very big
11: 35 20 conponent of our strategy is to bring new content to
21 the racing industry in ternms of bet forms. W
22 invest heavily in this.
23 We have a separate game devel opment group at
24 our headquarters in Alpharetta, Georgia. W have
11: 35 25 four Ph.D.s on staff that do all the mathematics as
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1 well as a lot of creative people doing these new bet
2 types, but this is the find of full equipment that
3 Scientific Games is making to the racing industry.
4 It's not just about a new betting machine. It's
11:35 5 about an entirely different approach and new
6 sol utions.
7 In the case of the data centers thensel ves,
8 we are literally racing the bar here. W're
9 adopting a |l ot of the same technology that's used in
11: 36 10 these financial services industries that |
11 menti oned. A SAN server, a storage area network
12 server, it has high reliability intrinsic
13 redundancy built into it overall, and nost
14 importantly, it's able to be accessed by a ful
11: 36 15 array of service so you can have infinite redundancy
16 in the service that can access that data.
17 A big part of our philosophy in these data
18 centers is to increase the service |level we call the
19 service-oriented architecture. We have devel opnment
11: 36 20 of new wagering services. There's actually a pretty
21 big array of those I'll speak to, and the systemis
22 built on the technol ogy which allows us to integrate
23 very easily through open standards and products from
24 third parties so we can interface to point of sale
11: 36 25 termnals in the dining roonms and things of that
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nature to enhance the availability of service and
products to third party services as far as
handi cappi ng tools, and just virtually anything
that's built on modern technol ogy could be
i ntroduced into the system and that would include
other betting devices as well.

No | onger are we | ooking to be this sole
provi der of betting devices, but if somebody out
there makes a better one and they want to hang it on
our system we're willing to accomodate that, and
the technol ogy makes it easy.

Key components of the QDC, the quantum data
center, a high enphasis on security, this is both
physical security in the facility itself as well as
the integrity of the systens, redundancy, and you'l
see in a second planning on East and West Coast data
center. Each of these will back each other up, in
realtime catastrophic failure either one of them or
both of them fully taking over for the other without
so much as a hesitation, dramatically increasing the
quality of the staff that runs these conputer
pr ogr ams.

Because we have fewer of them now, we can
afford to pay the people more, and we can afford to

put in more of a full range of services in terms of
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the capability of the people. Enhanced services,
just to name a few would be centralized account
managenment. This is very inportant. We just talked
about being able to cash tickets between tracks.
Well, the same would be true with account wagering.
Now you woul d be able to have one central |ocation
for the account wagering and be able to move between
tracks.

There's even cooperations with the different
corporations that own these tracks. W can set up
groups of tracks to be able to share accounts across
all of them Centralized reporting is another big
plus for these big corporations that m ght want to
t ake advantage of reporting froma single source for
all their properties. W can do automated
settlement, and we will have virtually 24 hours a
day so we can take bets anyplace in the worl d.

I"m going to show you a quick flash video
now t hat shows you the video tour of what one of
these videos centers mi ght [ook Iike -- not m ght
| ook like, will look like.

(Video was started.)

MR. HUNTLEY: These data centers will be
totally autononous. There will be outside

racetracks, so there won't be the ownership issue.
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This is just to show you from the past the typica
tote room This is actually one of the better ones.

Stepping into the future, East and West
Coast locations, as | said, fully redundant, back
each other up in realtine.

This is now taking you on a visual tour of
the facility. As | said, there are physica
security. Everyt hi ng woul d be badge entry. We'l|
have conpl ete records of anybody com ng and goi ng,
large facilities to design -- to facilitate not just
our own personnel but regulators and any track
management people that care to be located in this,
full range of staff, including database
adm ni strators, network adm nistrators, regul ators,
and conpliance officers from Scientific Ganes.

This is typical of the control room no
| onger people sitting with computers. They're not
meant to be interm ngled. The systens would be
behi nd gl ass. There would be huge array of
services, not these installed racks of beat-up
conputers you may have seen in roons.

Bl ade servers are servers that actually | ook
li ke blades and fit in racks, and you can have --
literally there would be hundreds of servers in this

room that are there for the purpose of physica
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redundancy. Back-up power supplies and generators,
of course, which have historically been a part of
our operations, would be part of these operations as
well, and | nentioned sone of the services,
centralized services, account wagering. Back- up
betting is inmportant.

Of course, every racetrack fromall over the
worl d, the wagers will be downlinked and a full
array of screens showing that for the purpose of
facilitating operations, satellite dishes and al
their decoders and racks. This is our Al pharetta,
Georgia facility.

These systens will be nonitored. The
facilities will be nmonitored in realtinme renotely by
our security force. W have a security force of
about 30 officers, so hopefully that hel ps you
understand the direction that we're taking this
i ndustry and the way we believe it needs to be
especially given the size and vol umes of noney that
are handled in this business.

Now I'd like to talk to you just briefly and

show you our latest termnal. W refer to this as a
mul tifunction term nal. It hasn't received its
final marketing name. We'll think of something
really clever to call it, but it's multifunctiona
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because it comes in several configurations.

Some of our objectives are we wanted to
mai ntain the principles, and I nentioned this
earlier; this is very inmportant; the success of the
self-service term nals here in California, they got
started here, and it's gone on to enrich every track
in the United States. Its success is directly
attri butable to what we have | earned about our many,
many years of experience in self-service is there is
a way to do things and to do themright and to do
them wrong, and we have devel oped, we believe, a
very efficient interfacing, and we know our machi nes
are getting rather dated in terms of the hardware
technol ogy. It's still a very streanlined process
to make wagers, and we want to nake sure that, as we
moved into the next generation, that we didn't |ose
what's good about the current generation

We also believe that the industry's noving
very heavily to account wagering, which we refer to
as cashl ess and paperless. W have seen them pushed
back in other environments where we tried to tie
them from the paper-based tickets to
cashl ess/ paperless too fast, so this termnal is
also a mgration path by giving a receipt. It's

not -- bears instrument not used for redenption, but
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1 they still get a piece of paper that has their bets
2 printed on it, so that's the biggest obstacle is on
3 cashl ess, and they don't have a receipt for it and
4 don't really know what they've done, and they have
11:44 5 to trust the systemto keep track of it.
6 Agai n, even though our systens are and
7 term nals are very efficient in terms of throughput,
8 we' ve engaged in studies with NCR being in studies
9 in kiosk and devel opi ng user interfaces, so we
11:44 10 designed this to improve the throughput capability
11 in terms of player's access to the machine, and
12 we're providing with nmore services, player rewards,
13 banking interfaces, handi capping tools and services,
14 interfaces to the dining room point of sale systens
11:45 15 and so on, and this is all done through expansion.
16 Custom zation options is done through
17 personal i zed custonmer preferences. W have screens
18 adapted so that it recogni zes the user and
19 reconfigures the screen for their purposes, for
11: 45 20 their preferences. We use all off-the-shelf COTS,
21 off the shelf technol ogy, and we depl oy that
22 wher ever possible because it allows us to use third
23 party term nals and devi ces.
24 That's -- the same is true with network
11: 45 25 connectivity, and there's also a huge advertising
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potential on these machi nes that could be
capitalized to bring in additional revenues.

As far as the termnal itself, nmodul ar
design, the core unit is -- you'll see in just a
second -- can be used in a flip node. That's
anot her original AutoTote innovation that we
devel oped the first flip node term nal, ful
function, self-service termnal. W' ve taken this
to a new level, and you'll see that in a second

We do have a conponent that this nmachine
sits on that makes it a full functioning machine,
whi ch means that you can actually di spense cash
much |i ke an ATM and, of course, it can be used as
a pure account wagering term nal. I mentioned
earlier that we provide a clear and deliberate path
to mgrate fromticket-based to paperless and

cashl ess wageri ng.

Again, 1'd like to show you a quick tour of
our -- video tour of our latest termnal. This
term nal will be available in August and in

production by the end of the year.

(Video started.)

CHAI RPERSON HARRI S: Wbul d sone of these
conceivably be put in California under your current

contract, or would you not --
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MR. HUNTLEY: We could do that. Certainly
we'll be putting theminto what we call a beta test
site. We'Ill pick a site. If somebody in California
wanted to be our beta test site, we'd be happy to do
it.

This is the termnal sitting on top of a
pedestal, so therefore, it's a kiosk type machine in
this configuration. The screen is flipped up into
the self-service mode at this point. You'll see a
PIN pad down in the right-hand side for banking,
entering banking so you can actually get noney out
of your account on this to play against.

The screen flips down. The keyboard flips
out. We also agree that a keyboard is, for teller
i nput, the best way to nake a play. W have a
conpl ete array of peripherals, including biometrics.
There's a small VGA display below with a touch
screen for player information, and this is just
showi ng you the three basic variations.

You can see it on the counter tops, how it
could fit into the counter top, fits into the sanme
counter top, nounts in the same way as the current
terminals do, so in terns of cost to the facility to
be able to renpdel their counters, there would be

very little of that required.
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As | said, we comm ssioned a study with NCR
This is very extensive. They went to racetracks al
over the country. In fact, in Canada as well and
certainly California tracks are part of that study,
extensive revi ew of about self-service players and
hel p us design our user interface for this term nal.
We believe it's been a very successful interface
that takes it to the next |evel.

The user group experience needed to be
sinple, easy to comprehend, graphical illustrations
with short text. W didn't want an overly conpl ex
di splay. We didn't want, when you walk up to the
termnal, look at it, and be scared away because of
the compl exity.

It needed to have a sinmple, straightforward
| ook and be simlar in ternms of the function of the
machi ne t hat they were used to. It had to be easy
to navigate through it, nmoving between screens very
qui ckly and intuitively, and it had to have audio
confirmation to register the inputs and the
opportunities to review and change choices before
subm ssion, so that they could back out of choices
or go back and change aspects of a play wi thout
having to redo the entire bet and had to be laid

out, once again, for efficiency. Efficiency,
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efficiency, efficiency was our objective in this.
This is getting a little redundant. (I
push through this.
CHAI RPERSON HARRI'S:  We need to nove it

al ong here.

MR. HUNTLEY: |'mgetting to the end here
very quickly. I wanted you to see this. This is
typical of the screen, and you'll see over here on

the right-hand side of the screen, right-hand side
of the screen, as you place your bet, you go through
the sanme | ayer of screens in the current interface.
They' ve picked the track; they picked the race; so
you're on the ampunt, and you're building your bet
on the side, so it's very easy for the player to
conprehend this as they go through this.

Here you can see highlighted they picked
Meadow ands, Race 8, $2 on a win in the six. | f
they wanted to change any aspect, say they picked
the wrong race, they touch and go forward and
conplete the bet, so it's neant to be random but it
clearly delineates the flow of the play.

A lot of other extended features, we've
got -- this is Harry boy extension I'll tell you
about in just a second. W've quick buttons for

going right to things such as trifecta boxes. You
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can have Lucky Louie's picks and have handi cappi ng
t ool s.

Just real briefly on the bet devel opnment and
then I'll be finished. As | mentioned earlier, we
have a huge bet devel opnent group that's at work on
new plays. The idea of it is to increase the spend,
in other words, extract nmore play fromthe sane
pl ayers, create higher level quality w nning
experiences.

A lot of the problens today is you get the
novi ce out here, and they don't have a wi nning
experience, so they don't want to come back. We're
trying to create enticing bet types, kind of ties in
with this, and increase the penetration, in other
wor ds, provide themwith plays they can easily
understand so you can attract the new fan, and this
is all designed with the goal of increasing handl e.

Real quick, Harry boy, this is a cooperative
effort that we're doing with ATG out of Sweden.

They have an extrenely successful Pick Seven with a
consol ation prize of five, which is why it's val ued
V75. They generate 11 mllion in this pool every
Saturday. We're bringing this pool to the United
States. They'll actually be able to bet into the

sanme pool
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This will create the same sort of hysteria

that some of the big nultistate lottery games are,

such as Powerball and Mega Mllions, so for the
first time there will be a huge pool with the play
out of the United States will grow beyond 11 mllion
a week, so you'll have a very big draw to bring in

new pl ayers, and, even for your existing players,
l ow mi ni mum bet stake has quick pick features that
is not just a random pick of horses, but it's a very
conmplicated algorithmthat makes intelligent picks,
so that hel ps the novice player possibly get a
Wi nni ng experience because the machine picks it for
t hem

We have actually formally |launched this in
July at Phil adel phia Park, and we'll be going out to
other jurisdictions very soon. Another bet we've
just introduced and started up at Del aware Park just
a week or two ago, it's called the choose six. It
actually allows the player, out of an entire card,
they make their pick six, all goes into the same
pool, a lot of excitement in some of the industry
publications you'll be reading about it soon, pretty
excited about this.

These are just a couple of the ganes that

we're devel oping and the content of providing all to
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try and help the industry bring in new players and

grow the handle from the existing players that they

have.

That is the conclusion of my presentation.
If there's any question, 1'll be happy to thank
them I f not thank you for your time.

CHAI RPERSON HARRI S: Any questions? How are
you comi ng along on the alternate selection for the
Pi ck Six?

MR. HUNTLEY: That is actually ready to go.
We were in a position to actually install it here
for the start of this neet. It was deci ded between
us and the track that we didn't want to introduce
new software for starting day. | believe we've now
scheduled to install it next week.

CHAlI RPERSON HARRI S:  Okay. Any ot her
questions? Thank you very nmuch. Why don't we take
a quick break, and United Tote can get set up and
meet back here in about two m nutes.

(A break was taken.)

CHAI RPERSON HARRI S: Thank you. Go ahead
with the presentation, please.

MR. MOLNAR: Okay. Thank you, Chairman
Harris, members of the board, M ss Ferm n. I

appreciate the opportunity. It was upon our
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1 request -- is this on? It was upon our request that
2 this invitation was given to all of the tote
3 conpani es, and we genui nely appreciate it.
4 I want to make some introductory remarks.
12: 09 5 I'"m Steve Mol nar, executive vice president of United
6 Tot e. Dan Kelli her is our western general manager
7 He's going to be doing most of the presentation in
8 just a few nmonments. I want to say a few things.
9 First of all, as many of you have already
12:10 10 seen, we already have our term nals here. W have
11 them set up, and we welcome you to come up and to
12 pl ay, touch, feel. These are the same term nals
13 that we're going to be tal king about in just a
14 monent that we have deployed this year. One thing
12:10 15 that's extrenmely inmportant, and that is that we're
16 in the beta testing phase.
17 Many years ago we first publicly came out
18 with our new technol ogy at the synmposiumin 2003 for
19 public review, and so we're well ahead of the
12:10 20 curve. No. 2, as of this time, we've depl oyed
21 approxi mately 4,000 of the new term nals that you
22 see there in Kentucky, New York predom nantly, other
23 pl aces in Canada. Very inmportant to understand as
24 well is that we are a California conpany. Although
12: 10 25 our headquarters are in G en Rock, Pennsylvania, the
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maj ority of our corporate enployees are right here
in San Di ego County. It took me about 18 m nutes to
drive fromour offices on Ruffin Road to Del Mar.

It's extrenmely inportant to understand that
our philosophy as far as that goes is to keep it
Cal i forni a- based. Not only do we have our maj or
R & D center right here in San Di ego County, but we
al so have done our manufacturing right here with our
partnerships with Delta Technol ogies right here in
San Di ego County and al so Fluid Technol ogy for our
user interface, which is in San Francisco, so what
you see today is not only forecasted, but it's
obvi ously depl oyed, and Dan is going to, in just a
moment, tal k about sonme of those things.

We have invested mllions of dollars. Quite
frankly, a lot of that was -- one of the advantages
that we have had is that the owners of United Tote,
whi ch is Banker Gayman/| GT, invested mllions of
dol lars prior to our ownership, and, therefore,
we' ve been the beneficiary of being ahead of the
curve in a lot of the things you're going to see and
hear about today, so with those brief comments, |
just wanted to assure you, not only are we
California based, but we manufacture here, and if

we're fortunate enough to win any business out of
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California, we're going to hub right out of
San Di ego County.

Dan?

MR. KELLI HER: Thank you. Again, ny nane
is Dan Kelliher from United Tote. I'"'mthe genera
manager for the central and western region, and as
much as anything, one of the things that we | ook at
is just we don't have to invest thousands or tens of
t housands of dollars in virtual presentations. I
have real products, you know, real presentation.

Anybody who is interested in seeing the
technol ogy that -- not that we're going to introduce
but that we've actually introduced already to the
mar ket pl ace, that's already in place in a number of
different jurisdictions, working very effectively,
pl ease, you know, we invite you to come to the back
of the room at your leisure, and we'll give you a
presentation on the product so we don't have to talk
about the what-ifs or what's com ng. W can
actually talk about the reality of what is.

Again, Steve alluded to the fact that we are
a California-based conpany. As an organi zation, we
have a comm tment to ongoing devel opment of products
and services aimed at benefiting the pari-nmutuel

i ndustry, so we'll get into that a little bit.
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1 Agai n, through our experience we'll touch on some of
2 the depth of our capabilities, the depth of
3 experience that we have, where that experience is
4 drawn from and as inmportant as anything else, the
12:13 5 reason that | believe that we have been successf ul
6 continue to be successful as a great future to |ook
7 forward to in this industry is as an organi zati on we
8 are made up of people who actually have a passion
9 for this industry. People Ii ke nyself actually
12:14 10 rubbed horses for Wayne Lucas and Charlie
11 Wttingham back 20 years ago, have been horse
12 owner, stallion owner, horse breeder. St eve and
13 others in our organization share that same
14 experience and passion.
12:14 15 Cali fornia based, again, we have network
16 operations center located right here in San Di ego.
17 Steve alluded to some of that. Qur software
18 devel opment group again is |located here, so it's not
19 the prospect of if you're successful, will you
12:14 20 we' ve already had years of making investment in the
21 Cali fornia marketplace and California workforce
22 trying to contribute to the econony and such of
23 California, research and devel opnment team our
24 techni cal support team as well as manufacturing
12:14 25 partners that are |located right here in California
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in the San Di ego area.

Commitment to new and better products and
services, again, if you |look back, it was actually
| ast year this time, actually, in October just prior
to the Breeders' Cup, that we introduced our new
products to act as part of the transition away from
one of the conpetitors on our products, and that was
the first meaningful instruct of product in the
pari - mutuel industry for about a dozen years.

Again, we felt and the ownership of our
organi zation felt that this industry needed to do
sonething to sort of, you know, reinvigorate, bring
something new or a little bit sexier back to the
mar ket pl ace as the casinos have becone nore
comonpl ace across the country, making sure the
pari - mutuel side of the equation remains engaging as
the other as the operations, and that was the reason
for that investment in technol ogy.

Again, as we sit here, this is proven
product and not hypothetical product. W can point
to a nunber of jurisdictions where it's been
successfully deployed as recently recogni zed as one
of the best new gam ng products of the year. That
was done by a gam ng publication, not by somebody in

the pari-mutuel industry, and we think that's
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i mportant.

Again, you're trying to bridge that gap
bet ween traditional pari-nutuel devices and things
that are a little bit more engaging for the patrons,
so we take great pride in that. The products that
we have have great flexibility, flexibility in
har dware design, flexibility in software platform
et cetera, so |I'mnot going to belabor a | ot of
t hese points.

There are a number of things that the other
tote conpani es nenti oned that, you know, we'll just
sort of reinforce, but we're not going to waste a
| ot of the comm ssion's time going into sonme of
t hose issues. Flexibility in hardware design, this
is just kind of a good, broad overview of what our
product famly | ooks like for the nost part today.
Up in the upper left-hand corner is the F4 device.
Again, that is located in the back of the room so,
again, | extend the invitation to come back and take
a | ook at how that particular product is designed,
how it functions.

I"m not going to get into too nuch detail,
but it does operate as both a self-service term nal
as well as a teller-operated device, so much |ike

AmTote's device, this is sort of following onto this

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



93

1 design idea, you know, again, the flip screen. \When
2 that flip screen is turned down, you can turn
3 around, and it can be the teller device. Down in
4 the lower left is a wireless Utim that's for a
12:17 5 wal k-around teller to be more engagi ng for patrons
6 and dining facilities or in any area of the facility
7 where you want to sort of reach out and touch the
8 patrons as opposed to them com ng up and standing in
9 i nes.
12: 17 10 The upper right is the E. That's a
11 cashl ess, a paperl ess device. It's used with a
12 pl astic voucher card, and then down in the | ower
13 right is the Little Bettor, which is a pocket PC
14 wi rel ess connected, wireless betting device, so
12:18 15 agai n, any questions on any of that are better
16 served by us actually going to the device when you
17 guys have a break, and we'll be available to answer
18 those questions, but in the interest of time I"']I
19 move forward.
12:18 20 This is just a quick sampling of some sanple
21 installations, on the wall, on the counter tops, in
22 carrel environnments. Again, there's a |ot of
23 flexibility that the product design |lends itself to.
24 Flexibility in software platform again, the most
12:18 25 i mportant part here is just understanding that there

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



12: 18

12:19

12:19

12:19

12: 20

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

94
is a common core application that, you know, is
comon throughout any depl oynents that we do, but it
does lend itself to some California custom zation or
to some site custom zation, so again, in one
particul ar part of the market or one site they nmay
want a certain type of |ook or feel or search type
of functionality independent of someone else, the
technol ogy of the software application |ends itself
to that.

The reporting and database integration, |I'm
not going to read through this, just again,

i mportant to understand we do recognize that the
reporting requirements that are incunbent upon the
tote platformto support are supported by our single
base. Database, we can provi de web base reporting,
you know, and three-dinmensi onal graphs of stuff
that's all available in our current application as
it's currently depl oyed.

Product devel opnent process, again, you'll
listen to any of the tote conpanies that have come
up here, but the fact is there are some things as
you start to | ook forward, some of the trends of the
i ndustry, that just sort of the cost of playing at
this point in time to suggest that, you know,

there's some things so ahead of the curve that
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sonebody's going to do from a data center
perspective. W all need to be doing those things.
We all need to be conscious of security and data
protection and data encryption and those types of
t hi ngs.

Take a | ook at our product devel opment
process. Agai n, we're doing benchmarking. We're
maki ng sure that we're taking a | ook at things,
getting feedback from customers, doing focus groups
with the tellers, all those kinds of things to make
sure that, again, it's not just a once-in-a-20-year
cycle that new products or new enhancenments are
brought to the tote but that it's an ongoing thing.

What's the ongoing comm tnment? We can al
sit here and say, "As of today, we're going to do
this new great thing," but the fact is what are you
going to do ongoing? What are you going to do to

make sure that, as this contract evolves over its

five-year life span, that | can al ways expect the

most from the tote as opposed to, well, we have to
wait until, you know, the next cycle comes through
and you actually feel |ike, you know, there's sone

threat of |oss of contract before you're going to do
sonmet hi ng meani ngful ?

This commitment to R & D, again, as you | ook
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at our products, the new products that we depl oyed
starting |ast October, since that point in time
there's been four major revisions or inmprovements to
the teller interface, again, taking that feedback
fromthe tellers, making sure that, again, you know,
they have a vi ewpoint. It's inportant that we nmake
sure we're listening to their viewpoint to make sure
that the tellers are being productive and effective
in their jobs, six enhancements to the patron
interface, again, same thing not just nmaking sure
it's once-in-a-lifetime or once-in-a-20-year cycle
but that you continue to inprove things, and then
five additions or nodifications to the term nal
hardware itself, just different things you hear from
t he mar ket place, what's being effective, what's not
bei ng effective, how can we make this better and
continue to inmprove the process.

Dept h of experience and capabilities, you
know, as much as anything, we take great pride in
the custonmer set that we provide service to. You
know, you can recognize a good majority of the names
on there. I guess the ones that we feel are m ssing
that we'd |like to do something about are the group
in California, and certainly we would take great

pride in bringing them on as new customers as well,
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1 but there's certainly no |lack of conplexity, no |ack
2 of big events or need to rise to the occasion that's
3 provided by the listed customers that we currently
4 service.
12:22 5 Evi denced by you can | ook at sonme of the
6 statistics fromlast year, the 2004 Kentucky Der by,
7 again, very effective, successful event for us in
8 partnership with our client, Churchill Downs. After
9 that -- and actually, it was, | think, a great
12: 22 10 testimony to what our capabilities are as an
11 organi zati on when you realize that, you know, just a
12 few days prior to |l ast years Breeders' Cup is when
13 we were | aunching our new products at Aqueduct, so
14 the ability to, you know, take on the conplexity of
12: 23 15 what that is, to take on the conplexity of what the
16 Breeders' Cup was, and be very effective and have
17 t hose go off, you know, generally as flaw ess and
18 conpliant events, you know, was a great testinony to
19 our capabilities.
12: 23 20 This year in Tennessee, Derby, again, this
21 was Churchill's unveiling, and | think nost people
22 who have any eye to the industry understand the
23 unveiling that Churchill did with this year's
24 Kent ucky Der by, again, that included depl oyment of
12: 23 25 new technol ogy, as well from United Tote and the
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number of different fashions. Anyone who's party to
Churchill Downs Quarterly call with Tom Eker, they
actually attributed some of their increase in
handl e, some of the success they had with this
year's derby directly to the self-serve term nals
and new devices that were deployed, so -- and this
year we participated in our first Bel mont Stakes
with NYRA, set sonme of the highest records for
hi ghest handle for a nontriple crown Bel nont Stakes,
so as far as a capability standpoint, we have great
depth of experience working with big events, working
with conplex environments, and, you know, really
shoul dn't have any concern fromthe California
perspective in our ability to provide service at
that |evel.

The other thing that we do froma
capabilities perspective in service and support is
| ooking to inplenment and trying to maintain, you
know, operational best practices, working towards
financially having full documentation of what the
data environments are, what the hub and the system
environments are at any of our sites, if there's any
problem with identification nmonitoring, solving
monitoring, so there is a methodol ogy.

And finally, | talked about it earlier, but
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the passion for this industry, you know, our m ssion
statement is maybe a little bit different because we
|l ook at it, | guess, as much fromthe perspective of
the player, the people who help to drive the revenue
through the tote as we do as just purely a
technol ogy provider, product innovation, superior
technol ogy, and unparalleled service ai med at
enriching the total pari-mutuel entertainnent
experi ence.

We understand that there are a | ot of
di fferent options that people have for their gam ng
dol | ar. We understand that the facilities are in a
tremendous battle to make sure that they can stay
vi brant, stay healthy, et cetera. W take it very
seriously.

We take our role in that very seriously and
are working very hard towards that end of making
sure that, you know, there's always something
engagi ng, sexy, and just involved with the
pari - mutuel experience.

CHAI RPERSON HARRI S: That's a good term
People ask me if | gamble, and | can say no, 1've
had a few pari -nmutuel experiences.

MR. MOLNAR: Were they sexy?

COMM SSI ONER SHAPI RO: Can | ask you a
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question?

MR. KELLI HER: Certainly.

COMM SSI ONER SHAPI RO: | couldn't read the
detail on the charts, and maybe it was there, but
since you've installed the new technol ogy, do you
keep any data in terms of, by termnal, to where --

I understand there's a |ot of variables, so they're
not al ways going to be equal, but can you tell if
there's an increase in revenue by term nal per
capita -- | don't want to say per capita or term nal
capita.

I don't know what it's call ed. Can you tel
if there's an increase, and also, are you on-line
with the handhel ds anywhere?

MR. KELLI HER: Yes, we are on-line with the
handhel ds in a couple different places.

COWM SSI ONER SHAPI RO: And what's the
experience been with those?

MR. KELLIHER: Well, | would say favorable.
I think for the nost part what people are looking to

do with the handhelds is | ook at the bigger players,

increased | evel of customer service utilizing those
devices, but it's -- you know, | would say positive.
| can't -- | can't --

COWMM SSI ONER SHAPI RO: Let me rephrase it
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then. The handheld, is that sonething that you
provide to the customer? 1Is that -- if you go to
the Turf Club, the clubhouse, and you're having
lunch, is there a handheld or a small term nal at
that table?

MR. KELLIHER: There could be. Usual 'y the
way that the tracks are utilizing that device, if |
make ny reservation at the Turf Club or whatever,
when | check in or when | conme and | et them know
that I'mthere, | may then ask for or ahead of tinme
I reserve that | want a Little Bettor at ny table,
so when | conme to check in for my |lunch or whatever,
they give me that.

Usually they secure it with a credit card
so they have ny credit card number or whatever while
I have the device. I can go, you know, wherever
want in the facility that has that wirel ess
connectivity, and | can place nmy wagers, do
what ever. At the end of the day then, | go and turn
t hat device back in to the track, you know, collect
any wi nnings, do whatever, and then | |eave, get ny
credit card back, and et cetera. They actually
mai ntain control of the device.

COWM SSI ONER SHAPI RO: Are you finding where

those are now avail able that they're a hot itemthat
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a |l ot of people are saying, "Oh, this is great"? |
know if | go with John Harris to try to have |lunch
you know, you can't sit there and have a
conversati on. He's up and down 12 tinmes.

CHAI RPERSON HARRI S: |'m having a
pari - mutuel experience.

COMM SSI ONER SHAPI RO:  But if sonmebody can
just do it right there and they're not getting up
all the time, are you finding that there's a demand
where those are now?

MR. KELLI HER: Yeah, and actually, to be
honest, | think there's been mpbre and nore interest
in wirelessly connected devices, not just that but
the U tims, the wal k-around teller devices are
extremely popular at the different facilities
because they understand that, you know, there's a
| evel of custoner service that you need to be able
to provide, so both the Little Bettors and the
U tims are very popul ar devi ces.

Anot her thing, this device actually |ends
itself to sone wireless connectivity as well, so you
could have it, on a big race day, instead of cabling
access points, place those devices into a certain
section of boxes or whatever on a big day, take them

out, and, then, you know, you have your regular
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configuration of devices for your ongoing neet so
that there's a nunber of different devices that we
have that actually have that wireless capability,
and we're finding that as nuch as anythi ng has been
mor e popul ar.

COWMM SSI ONER SHAPI RO:  But | ooking at it
fromthe track's perspective, |I'massum ng that this
technol ogy may cost nore than the technol ogy that
they're currently using. | hope not for their case,
but let's say it does. Are they able to see that
there's a payoff as a result of inplenenting or
putting in this systemthat they're getting nore
betting revenue.

MR. KELLI HER: Yeah, | mean, getting back to
your original question of, you know, are you seeing
sone inmpact to the per cap or, you know, some of
those things, |I think we are. I think in some ways
it's maybe a little too early to tell because you
only have so much -- you only have one neet, so you

can't say, okay, were people excited because it's
new technol ogy, or is it something that's going to
be ongoing, so | think some of that we'll continue
to monitor and anal yze along with the tracks as we

go forward, but there are a couple different things

that the tracks have at their advantage in deploying
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1 some of this technol ogy.
2 Wth the software and with the flexibility
3 of the software, in some ways you can provi de some
4 addi tional services. It could be that you charge
12:30 5 sonmebody, you know, so much for the on-Iline tout
6 sheet or whatever or the handi cappi ng sel ections as
7 opposed to just providing that service free or
8 provi ding no service along those lines at all, could
9 be li ke racereplays.com where they're showi ng, you
12: 30 10 know, if | |ooked at Molly Polly in the third race,
11 I can | ook up on racereplays.com and potentially see
12 all of like her last ten races.
13 COWM SSI ONER SHAPI RO: | understand that.
14 MR. KELLI HER: But from additiona
12: 30 15 services --
16 COMM SSI ONER SHAPI RC: Let's use an exanpl e,
17 Ki ngland this year, put it in for the first time;
18 okay? They ran about the sanme nunber of days. Was
19 there an increase in handle at Kingland?
12: 31 20 I don't know the answer to that, and how
21 much of that could be attributed to the new tote
22 system versus the old tote systen? That's what |'m
23 trying to figure out.
24 MR. KELLI HER: And specific to Kingl and,
12: 31 25 t hat answer | don't have. | would certainly find
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out for you.

CHAI RPERSON HARRI S: I think the big issue
is that we need to | ook at technology in making the
customer service better, you know, throughout.
There's going to be a lot of the different ways to
do that, but all these tote systens have got new
i nnovations com ng al ong. United has got some of
t he best ones.

MR. MOLNAR: I will say this in the area of
service, that the trend is upward. Part of the
reason for that is the, for example, the Churchill
we're in a partnership with Opperglass, and if you
were there over the derby, you can be at the
term nal and order your food if you wanted to or
handi cappi ng i nformati on and never |eave the carre
where you're actually doing your betting.

You're doing the same -- in that case the
| BM devi ce, but one of the things that | think we
all know about is if you use a cell phone or PDA of
al nost any type, that technology is rapidly changing
and growi ng, and probably in my estimation any kind
of a proprietary device of any sort is going to be
out anyway, and in my opinion, what | foresee in the
future is that these handhelds will perhaps be

avai l able so that our user interface can be placed
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on them and you're at the track, and you're using
that device to play.

CHAI RPERSON HARRI' S: That woul d be somet hi ng
a person actually has that's their own; they don't
have to get a new one?

MR. MOLNAR: Exactly, because you get into
the whole rental business or -- which is not pretty
at tinmes.

CHAI RPERSON HARRI' S: Why don't you wind up

your presentation, and we'll move on here
MR. MOLNAR: Well, | think you've seen nost
of it. I hope that all of the board nmembers will

get an opportunity to take a | ook at the machi nes.

I can also say, by the way, that as far as | know,
every -- every licensee in the state as well as the
TOC have already been to our San Diego facilities
for presentations, and it's sort of an ongoing
interest in that, so | believe that the timng is
right.

The one thing | would Iike for you all to
appreciate as well as the licensees and the office
is that there is a process and that when you do
manuf acturing as we do and as anyone el se does,
there's definitely got to be a rollout schedule so

that if, in fact, you' re |l ooking at the end of
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August, begi nning of Septenber next year, for al
practical purposes, contracts have to be signed with
any vendor who's going to bring in new equi pment so
that there is a logical investment made for that
rollout, so --

CHAI RPERSON HARRI S: I think that the actual
contract is really going to have to be negoti ated
between the tracks and the tote conpany.

MR. MOLNAR: Exactly.

CHAI RPERSON HARRI S: But our concern is
we're encouraging themto use whatever technol ogy
best serves their customers, and one of ny concerns
is all this talk about, you know, gam ng, other
forms of gam ng and sl ot machines, all these things,
but I think we need to be assured that in the racing
part of it we're doing the very best we can to serve
the customers we have comng to the track, and |
t hink sonmetimes we haven't really done that, and |I'm
glad to see all these innovations we've been able to
do it.

MR. MOLNAR: Thank you

CHAI RPERSON HARRI S: Okay. Thank you very
much.

MR. KELLI HER: Thank you very much.

VI CE CHAI RPERSON Bl ANCO: Thank you.
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CHAI RPERSON HARRI S: The next itemis
di scussion and action by the board on a matter of
reporting first-time gel dings. I was the one that
put this on the agenda because |'ve gotten a | ot of
concern from wagers and others on the lack of timely
information on first-time geldings, and we do have a
rule on it, and | just wanted to | et everybody know
that we're going to vigorously enforce that rule
t hat concei vably any horse that would enter and was
incorrectly listed as a colt but was, in fact, a
gel di ng, we would have opportunity to scratch that
horse, so --

EXECUTI VE DI RECTOR FERM N: I would just
l'ike to comment. I had discussions with all of the
vari ous boards of stewards throughout the state, and
everybody's become very cogni zant of the problem as
well as the investigators. We had a nunber of
conpl aints, and we're working our way through, and
we're trying to determ ne whether it's racing office
error, trainer error, owner error, or what has
happened.

I know we've al so approached Equi base,
believe, and spoken with them about trying to work
out something so that it's shown. It's tal ked about

severe sanctions. M. Shapiro mentioned that we're
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going to ask all of the associations to have a sign
at the entry booth saying, you know, something to
the effect of, "Do you have a first-time gel ding?
Avoi d a penalty,"” or whatever and rem nd themt hat
when they enter, that they really need to be
cogni zant of the situation.

CHAI RPERSON HARRI S: The | ong-term value is
that we really need Equi base, which provi des data
for the form they also have a line to show if a
horse was gelded. |It's not really a first-time but
racing as a colt and then is gelded, it can mke a
difference in its performance, and an average fan
woul dn't be able to know that because there's no
line in the current paths of forms on that, so
Equi base is concerned that if we don't have a good
formin place, their system wouldn't really mean
that much, as |long as we have a good programto
cooperate with us to list this just as |ike a change
of trainer or whatever m ght occur.

Okay. The next itemis handle and
attendance so far.

MR. COAXEM Carl Coaxem with California
Horse Racing Board staff. MWhat it is is this is a
report that has the northern thoroughbreds, the

sout hern thoroughbreds, quarter horses, and harness
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horses, and |I'm not going to go into a | ot of
detail, but I will talk about that you can see the
differences in the |light handle on all these breeds,
and you can see that there's a drop in the
percent age change, and you can | ook at all the
breeds that the advanced deposit wagering is al ways
on the up.

The grand total is that for 2004 the handle
was 2.261 billion, versus for 2005 was 2.225
mllion, and then the difference in the change was a
drop of 1. -- I'"msorry, 1.57 percent. If there's
any questions, I'Il be happy to -- I'm sorry.

CHAI RPERSON HARRI S: I's that number correct
for live harness dropped 26 percent? That's Ilike
19 mllion fromthe 35 mlIlion drop

MR. COAXEM  Which section?

CHAI RPERSON HARRI S: It's at the bottom of
t he page. It's the live harness went from
75 mllion to 55 million, which their attendance was
of f some but not that much, but anyway, it must be
correct, but it is bothersonme that even if you
take -- if you look at the thoroughbreds in the
south, it's 22 mllion |ess bet this year than the
| ast year, and you've got an entry that really needs

to show sonme growt h.
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Unfortunately, the ABWwas 27 mllion or
cli mbing.

MR. COAXEM I'"ve noticed |I've been doing
t hese spreadsheets now for some time, and you
probably have seen them yourself that there will be
a difference al most every time when you | ook at the
next schedule, and it's all about, of course, the
timng of the year, et cetera.

CHAI RPERSON HARRI S: Yeah. Okay. Wel |,

t hank you. Next itemis discussion, action by the
board on the 2004 financial statenments for Capitol
Raci ng.

MR. COAXEM This is Carl Coaxem agai n, CHRB
staff. We have asked for and requested financi al
statement from Capitol Racing for cal endar year
2004. It's my understanding that they will not be
able to give us that financial statement until the
end of this month, and | talked to both Al an
Horowitz and al so Steve Hubbard, and they both
i ndicate the same thing to me.

| believe that there is somebody in the
audi ence that m ght want to talk about this issue
for Capitol Racing.

MR. Bl ERI E: Hel | o. Steve Bierie again.

Chairman Harris, nembers of the board, | ama little
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confused because | have in front of me the financi al

statements for 2004.

Carl, if those haven't been given to you,
they can be given to you forthwith. They are
avail able, and so | guess when you get back up
there, I will direct Alan to get those to you. I
t hought that you already had copies of the 2004
financials, but they do exist, and they're

avai |l abl e.

MR. COAXEM  Okay. | talked to Alan
yest er day.

MR. BI ERI E: I don't know what to say to
t hat .

COWMM SSI ONER SHAPI RO: Okay. Let ne
interject. I think we're tal king about audited

financial statements.
MR. COAXEM Correct.
MR. BI ERIE: The audited ones are not.
COWM SSI ONER SHAPI RO M. Bierie, are
audi ted financial statements avail able for 20047?

MR. BI ERI E: No.

COVM SSI ONER SHAPI RO: Okay. This board has

been asking for audited financial statements for

2004 for many, many, many nont hs. W have requested

them They've been requested from us here at the
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board, and they've been requested from staff. W
are now at the end of July, and we still don't have
them and despite our repeated requests, we keep --
this -- this keeps being deferred.
Frankly, | think that this action, this |ack
of action is unacceptable. W have requested of
M. Horowitz, we have requested of you, we have
repeatedly said that we want these audited financial
statements, and yet they have not been forthcom ng
At the -- prior to the |last meeting we asked for
them We were told we would have them for this
meeting. We don't have them now at this meeting.
Frankly, | would recomend that -- | don't
know t he proper way to do this but that the board
consi der a sanction or sonme steps against this
raci ng association for lack of conpliance with what
we' ve asked for. This is not something that cones
as a surprise. W have repeatedly asked for this.
Your term -- your neet is about to expire on
July 31. We've asked because we would like to know
what the condition, financial condition is of
Capitol Racing, and we don't have it, and the
audited financial statements that were given to us
for the prior year we also expressed dissatisfaction

with, so | don't think there's any -- | don't know
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1 that we're going to discuss it. The bottomline is
2 it was asked to be produced for this neeting. It
3 wasn't produced, so ny reconmmendation is that the
4 board consi der a procedure or policy -- | don't know
12:44 5 how we go about doing this, but that the board
6 enforce this in some manner.
7 MR. BIERIE: May | comment? Or should | not
8 any |l onger?
9 CHAI RPERSON HARRI S:
12: 44 10 MR. HANKI NS: Ki m Hanki ns, California
11 Har ness Horsemen's Association. Yes, M. Shapiro,
12 they' ve been asked for many tines. It goes back to
13 my first meeting when | came here a year ago in
14 June of '04. It was demanded by this board to have
12: 44 15 audited financials and audited purse pools. That |
16 can recall, there have been three times it's been
17 asked al so, not to belabor the point, but in |light
18 of the fact that Capitol has not provided these
19 financials, CHAA would formally request that this
12: 44 20 board require Capitol to provide a bond in the
21 amount of 1.5 mllion payable to the CHAA for the
22 direction of the promotional funds that were
23 assigned to us |ast meeting.
24 We woul d appreciate the considerati on of
12:45 25 t hat because the meet is ending, and it has been
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ruled by this board that it is horsemen's noney.

MR. COAXEM I'd like to make a comment,
too, in that |I've been getting the accounting for
the purses at Capitol Racing, and | don't see any
adj ustments there for the pronmotional funds. It was
my understanding -- | didn't go to the |ast meeting,
but after reading the transcript, it's ny
under st andi ng that there probably should be some
ki nd of adjustnment, and the sunmary that | revi ewed,
and | have copies of it, does not reflect that.

COWMM SSI ONER SHAPI RO Well, we requested of
our staff as well -- | have to be critical of our
staff here as well -- that we asked at the | ast
board meeting that there be a thorough review of the
pronmotional fund, the 612 noney, and the financi al
condition of where we were so that we did not end up
on July 31, when this operator ceased to do
busi ness, that we would have the confort of knowi ng
exactly where all this is. To date |I haven't
recei ved anything or seen anything from our own
staff on this issue, so it leaves me in a very
unconfortable position that we have an operator who
has not produced audited financial statenents
despite our repeated requests, and we've received

not hing from staff that gives us any assurances that
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the changes that were to be incorporated or at |east
a report was nmade, was given to us, and it
i ncorporates the decisions that this board
unani mously made at the |ast nmeeting, so frankly,
we're at the end here, and | don't know if there's
an overpaynent, an underpaynent.

I don't know if the pronotion fund has --
has been adjusted and nonies transmtted, so |I'm
concerned that we're going down a dark hole, and we
don't know where we are, and perhaps the answer is
that we freeze all of the nmonies that would be going
to the racing association and that we make sure that
no nonies are paid out to anybody other than the
horsenmen who are running for purses until we have a
cl ear under st andi ng.

MR. BI ERI E: Now | nmust ask to speak,

M. Chairman? May | be heard?

CHAI RPERSON HARRI S: Yeah.

MR. Bl ERI E: Let me gather myself here. W
have been perform ng for eight years. W have had
certain individuals attack us. For eight years we
have paid all of our bills regardless of what the
financial statenments say, and they say we're pretty
strong, although there are people who would say that

we've m sconstrued them We think they are
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i ncorrect.

Our meet ends in one week. There were great
concerns over the 2003 financial statenments as
menmbers had said, but the practical fact of that is
that during 2003, in our version of the financia
statements, which we believe are correct, shows a
different story, but no one conpl ai ned about
nonpaynment of bills. W' ve been viable all along.

In 2004 no one has said we've m ssed a
payment or not paid any bills. Through July 21st of
2005 no one has said we haven't paid our bills. W
are not deserving of sanctions for those concerns of
t hat .

We do -- we do owe you the audited financi al
statenents, and as soon as those are avail able, you
may have them but if the concern is that we are a
viable entity able to pay our bills, our history
says that we are. We have done nothing but try to
grow the industry and pay our bills as a responsible
citizen.

The purse pool, according to our records
today, is overpaid by $1.4 mllion. W have not
made the adjustnment in our books per your meeting
| ast week -- or last nonth because we believe you

erred. The people who are involved in the |awsuit
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1 with us believe you erred, and the letter that we
2 sent you and our attorney that spoke to you believe
3 there was a m stake there, so that is in litigation.
4 Litigation is being witten as we speak on
12:50 5 that, the issue of the pronmotional fund paynents,
6 and more papers will be filed on that next week
7 That will be taken care of, but as far as our
8 ability to pay our bills in a timely fashion, that
9 has never been an issue. W have never m ssed a
12:50 10 payment, and we won't.
11 COMM SSI ONER SHAPI RC: M. Bierie, by no
12 means am | in any way -- and | said this at the | ast
13 meeting -- insinuating, inplicating, suggesting you
14 have not made any payment. The issue that | talk
12: 50 15 about with respect to a potential sanction only
16 relates to the audited -- the failure to deliver an
17 audi ted financial statement that this board has
18 asked for for nearly six nmonths. That's what
19 we're -- where we keep asking you to give us confort
12: 50 20 with respect to the facts, and we have not received
21 it.
22 MR. BIERIE: The confort that you have is
23 fromthe facts though. I haven't m ssed any
24 payments. The actual history, the actua
12:51 25 denonstrated fact is that those payments have been
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1 made. I will not argue that you should have the

2 audi ted statement in your hand and you do not.

3 That | understand, but then to go further

4 and now freeze or attenpt to freeze noney that we
12:51 5 are entitled to in the normal course of business

6 woul d be horrendous and punitive. W are right now

7 in an orderly fashion wrapping up our operation

8 after eight years in an honorable, orderly,

9 busi nessl i ke fashion. W are paying our bills, and
12: 51 10 we are having nonies to do as restricted.

11 People are writing letters saying don't give

12 them this. You're tal king about maybe keepi ng nore

13 money from us, which just puts nore of a burden on

14 me to keep digging into ny pocket to keep putting
12: 51 15 t he nmoney in. The practical fact is you shouldn't

16 be doing that to ne.

17 CHAI RPERSON HARRI S: I think the big issue

18 is there's so many funds fl oating around between the

19 recei vabl es and payables dealing with the litigation
12: 52 20 that it may well be that there's anmple funds to pay

21 anyt hing, but nmy only concern is just that the

22 horsemen's funds due them you know, don't get | ost

23 somewher e,

24 MR. BI ERIE: But, John, on the horsenmen's
12:52 25 funds that are paid to themin the purses, there's
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never been an issue. I happen to disagree with the
fact that the horsemen are saying they're entitled
to money that we spent on behalf of pronotion for
the enterprise. That's a different argunent, but
the money that is due the horsenmen from their purses
and all of that, there's no question we've always
pai d that.

We will not pay the noney to the horsemen on
the pronotional fund until a court, if they ever
woul d decide that we owe it, says we do owe it
because, frankly, we do not believe, in the bottom
of my heart, fromthe nost fundamental part of ny
nature, | do not believe | owe that nmoney because we
did have agreements and understandi ngs, maybe
sl oppily prepared, but we acted straightforward with
what we said we would do, and so | just do not
under st and why you would create greater hardships on
us where | would think what you would want to ensure
that the horsemen are paid; that all of our vendors
are paid. We are doing that.

We have done that all along. W have posted

mllions of dollars of bonds on the inpact fee case,
and that is going to court. Those nonies, depending
on the direction that they go, will be taken care
of. This other issue is already in court, the
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1 Decenmber lawsuit. That will be handled in court
2 also, but I will tell you, as | said all along, we
3 are a responsible citizen
4 We have di sagreements. We certainly have
12:53 5 di sagreenments with people in the industry, but our
6 di sagreenents do not affect paying our bills and
7 wr appi ng our conpany up in a rational, reasonabl e,
8 and professional fashion.
9 COVM SSI ONER MOSS: So why is there a
12:54 10 probl em not getting us this audited report?
11 MR. BI ERI E: I am-- | own the conpany.
12 amultimtely responsible. I do not have an answer
13 for you that | would find acceptable to me at this
14 point, so | need to take the slings and arrows for
12: 54 15 that, but | will get that done, but as |I've
16 understood all along, the concern has been to see
17 whet her or not we were financially viable.
18 Well, you have seven years and -- eight
19 years | ess one week of absolute documented evidence
12:54 20 that we are. There is no need to sanction us.
21 There -- | will get the thing to you as soon as it
22 is avail abl e.
23 I don't have any reason to hide it. It
24 shows what it shows. I"ve got the unaudited
12: 54 25 version. I am nore than willing to turn that over
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to you.

The audited version won't change it at all,
but the concerns about our viability and ability to
pay should not be a concern at all based on all of
our history with you fol ks.

MR. COAXEM  This is Carl Coaxem again. I
don't believe that CHRB wants the unaudited
financial statenments. We've been receiving those
for at least five or six years from Capitol Racing.

MR. BI ERI E: | agree you're entitled to the
audi ted financial statenments, Carl, and as soon as |
can get them out of my accountant, you can have
t hem

EXECUTI VE DI RECTOR FERM N: I think that
staff has asked on multiple occasions in the | ast
120 days. I know M. Coaxem has asked. I know t hat

M. Reagan has asked, and we kept getting the sane

answer. We asked whether there was some way that,
you know, it could -- it could be expedited so that
we woul d have it because we were very -- the

comm ssion had been very specific with us that they
wanted it by the 31lst.

I know that M. Reagan has called at |east a
couple of times this nonth, maybe nmore, probably

mor e because | keep sending hime-mils asking him
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"Have you talked to them? Have you talked to thenm?"
and | would think that after that period of tinme
that it could have been expedited.

MR. BIERIE: Well, if you'd asked 120 days
ago, that wouldn't have been feasible because that's
only two nonths after the end of the year.

EXECUTI VE DI RECTOR FERM N: I think
somewhere around there --

MR. BIERIE: | am not here to offer an
excuse. That needs to be done and it will be done
The nunbers that we've given you updated in '03 were
the audited report came out very simlar. If you
wanted to see the '04s, they are available, and the
audited report will be very simlar.

Our numbers are the numbers that they are.
We don't mess with them but if you don't want them
I will get you the audited report as soon as it is
in my hands.

CHAI RPERSON HARRI S: Okay. MWhat's the
pl easure of the board on this?

MR. HANKINS: M. Chairman, can | have one
qui ck second?

CHAI RPERSON HARRI S: Yes.

MR. HANKINS: We don't dispute the fact that

Capitol has paid their bills. They have run a good
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meet mpst of the time. We have our disputes.
There's no questi on about that.

What we're asking for is protection of a
bill that's $1.5 mllion. Now, that is in dispute.
What we're asking is that the horsenmen's money be
protected and set aside in the form of a bond

Now, granted, there are other bonds that are
there, but they are attained -- they are attached to
ot her funds that are due the horsenen al so. Pr ot ect
the horsemen's nmoney, set it aside, please

CHAI RPERSON HARRI S: Which 1.5 mllion is
it?

MR. HANKINS: That would be the professiona
fund.

COWMM SSI ONER SHAPI RO: As you will recall at
the |l ast meeting, there was considerabl e discussion
about whet her or not Capitol Racing had been
entitled to use promotional fund nonies that in the
normal course of business are divided 50 percent
bet ween the associati on and 50 percent between the
horsenmen. The racing association, Capitol, took the
position they had an agreenment, albeit it was
sl oppy, and it was oral. The horsemen took the
position that, pursuant to their horsemen's

agreement, that it needed to be in writing.
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1 Absent any writing, our board took the

2 position that Capitol's position that they had the

3 aut hority and perm ssion to use those funds was not

4 appropriate, and our board ruled, therefore, that
12:58 5 those nonies were due to be credited to the

6 hor semen.

7 M. -- our staff was supposed to inplement a

8 plan to redistribute those nonies back to the

9 horsenmen, either through retroactive payments to the
12:58 10 participants at this race meeting or prior race

11 meeti ngs, and would come back to us with a plan.

12 What |'ve heard M. Bierie say here today is that

13 they don't agree with that decision; they believe it

14 was wrong; and that they intend to legally pursue
12: 58 15 what remedies there are to reverse that, if that's

16 correct.

17 | believe that M. Hankins is now saying

18 that they want us to intercede and take that mllion

19 five and put it off into an account to be held for
12: 59 20 the benefit of the horsemen. That's going back to

21 an issue that was on our prior agenda, and | don't

22 think that's what's before us today.

23 What is before us today is that we have been

24 attenpting to get an audited financial statement for
12: 59 25 2004, and we are here on July 21, 2005, and what my
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suggestion of a possible sanction relates only to
that issue; that we have nade repeated requests, and
I think that the board should consider in an
appropriate manner providing for due process,
because |'m not sure that it won't come back to us
in some node, and, therefore, we should |ook to
M . Knight to provide us guidance, but that this
board should | ook to enforce its rights that when a
li censee of ours does not do what we request, what
is our recourse?

MR. KNI GHT: Commi ssi oners, just -- ny
suggesti on here would be if the will of the board is
to have this matter reviewed fromthe standpoint of
possi bl e sanctions, that what | think the board --
what | woul d suggest the board do would be that they
direct staff to evaluate, review the matter, and to
take appropriate action, and that -- it would be in
the form of sanction potentially that would be
revi ewable and ultimately would come back to this
board so the board would be ultimately the appell ate
revi ew body, so you really need -- it would be, |
think -- in terms of due process, you'd want to have
a process that would allow it to come back to you on
review, and | think you could do that through your

staff.
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CHAI RPERSON HARRI S: That seens |ike
probably the way to do it. Do we need a notion to
do that?

COWM SS| ONER SHAPI RO: Do we feed a notion
to do that?

MR. KNI GHT: Yes.

COWM SSI ONER SHAPI RO: Then | will nove that
we direct staff to look into this matter and make
appropriate recommendati ons with respect to Capitol
Racing's failure to provide the board with the 2004
audited financial statement in a timely manner.

CHAI RPERSON HARRI S: Second?

COWM SS| ONER MOSS:  Second

CHAI RPERSON HARRI S:  Okay. Any discussion
on this with the board? AlIl in favor.

(Ayes)

CHAI RPERSON HARRI S: So nmoved.

MR. Bl ERI E: M. Chairman, may | -- just in
closing, in closing, I1'd like to say on behal f of
Al an Horowitz, our staff, ny famly, and nyself, we
are proud of our organization, and we are very proud
of the role we have played over the | ast eight years
in rebuilding, expanding, and strengthening the
harness industry in California. Thank you very

much.
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CHAI RPERSON HARRI S: Thank you. Ckay. (I
move on to commttee reports, the nmedication
comm ttee.

DR. JENSEN: Dr. Ron Jensen, equi ne nmedica
director for the board. The medication committee
met on July 12, and the medication comittee was
preceded by a meeting of the newly formed medication
advi sory group that was formed -- made up of
i ndustry representatives to advise the medication
comrittee on issues that m ght be pertinent. I had
a report from Dr. Sue Stover from University of
California Davis on the conpleted toe grabs study,
and the results of that study have been submtted
for publication.

The paper's been written. It's been

subm tted for peer review in a scientific journal,

i nvol ved a |l ot of statistic analysis. I think the
bottomline to her report was that -- two things;
the -- since the inception of this survey, which

began maybe two or three years ago, the overal

|l ength of tow grabs that are being used in

t horoughbred raci ng has decreased. There's been an
awar eness that they may not -- high toe grabs may
not be as safe as the |ower toe grabs, and in fact,

their statistical data indicated that high toe grabs
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do cause an increase in the risk of injury or as |ow
toe grabs, very low toe grabs did not.

The comm ttee had discussion concerning
uni form penalties, and those discussi ons were based
on recomendati ons on uniform penalty guidelines
provi ded by the racing nmedication testing
consortium and the racing consortiumare going to
present these reconmmendations for uniform penalties
to all jurisdictions during the joint meeting of the
RCI and NAPRA nodel rules committee, which occurs
sometime later this nonth.

It's a conmplex matter. There's a | ot of
work to be done to get it to fit to -- into the
California rules and regul ati ons. What the RMIC has
suggested is four groups of penalties based on the
drug that's involved, and the penalty groups are
based on the classification made by the RCI drug
classification system and to iron out sone of these
difficulties, a working party has been fornmed to
l ook into this matter and will be reporting back to
the nmedication commttee and ultimtely to the
board.

We al so had a discussion on a draft of a
plan to inplement m crochip inplantation using

m crochip or electronic identification in horses,
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and we al so had a discussion on an introduction of a
rule -- actually, we didn't have discussion at the
medi cation commttee nmeeting, but at the advisory
group meeting we discussed introduction of a rule
dealing with equine welfare.

While there are state laws dealing with
wel fare issues in animals, there's nothing in the
C regul ations that address that specifically, and
al so, while there's not -- there are very few
i nstances of overt cruelty in animals in racing,
there are occasionally some instances of negl ect
based on either economics or, for |lack of a better
term ignorance, and so there will be -- there is a
rule that has been drafted, and it will be presented
to the board at the August neeting.

CHAI RPERSON HARRI S: On the toe grab issue,
I'd like to see the board nove forward, unless
there's any objection to it, to a rul e-making
process which would open it up for coment,
elimnating high toe grabs in front, which there
does seemto be ample scientific evidence that there
are detrinment to horses. Can we do that with a
rule, or where does that actually fit into our
regul ations? Are shoe types fit into your

regul ati ons?
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1 DR. JENSEN: There's some regul ati ons on
2 shoeing, but | think they're pretty vague.
3 COWM SSI ONER SHAPI RO: | was at -- | was the
4 only comm ssi oner at that neeting, and | stated at
13: 07 5 the meeting and there were a nunber of vets there,
6 and Ed Hal pern was there of CTT, and other industry
7 people were there, and advised them that | would
8 recommend that a rule be instituted that woul d
9 elimnate only -- any toe grabs other -- for front
13: 07 10 only that were anything other than |low or very | ow
11 as the distinction was made between the different
12 classifications that were presented to us.
13 CHAI RPERSON HARRI S: M ght need an actua
14 definition of what that is, but | think we need to
13: 07 15 start the process.
16 COWM SSI ONER SHAPI RC: | agree totally.
17 CHAI RPERSON HARRI S: Because | think it
18 takes sone time, and then we can get some comments
19 on that --
13: 07 20 MR. SHAPI RO: Ri ght .
21 CHAI RPERSON HARRI S: -- but I think we need
22 to start that process while we're starting the
23 one - -
24 MS. WAGNER: Jacki e Wagner, CHRB staff. We
13: 07 25 can certainly start the process by devel oping
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1 | anguage that will enconmpass what you would like to

2 do in regards to toe grabs and have that for the

3 board to present.

4 COVM SSI ONER SHAPI RO:  And | suggest that
13:08 5 there was also at the medication meeting this notion

6 of talking with some of the horseshoers and also the

7 vets so that you could actually define what is a

8 hi gh or regular or |low or very | ow.

9 DR. JENSEN: And indeed, the study does
13: 08 10 have -- | don't remenmber the exact mllimeters, but

11 t hey do have --

12 COMM SSI ONER SHAPI RC: Ri ght.

13 CHAI RPERSON HARRI S:  When | first started

14 the racing board, we tal ked about this, and it's
13: 08 15 taken a long tinme to get there, but | think we're

16 about there, and I think we need to nmove to --

17 COWMM SSI ONER MOSS: Just to bring up one

18 other matter, is there any discussion lately as far

19 as the bicarb levels in recent testing, howit's
13: 08 20 wor ki ng at Del Mar or how it's worked at Holl ywood

21 Park in the latter days?

22 DR. JENSEN: Well, | think that overall

23 there hasn't been a high -- there recently was one

24 hi gh TCO2 reading in thoroughbred testing in the
13: 09 25 recent 500 horses tested, so | think the trend
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overall is down, and | think that the overal
numbers are down.

COVMM SSI ONER MOSS: But |'ve heard, and you
may correct nme, that the levels are going up. I
mean, even though there has been one over the Iimt,
that the |levels thenmselves have been progressively
hi gher since we started testing.

DR. JENSEN: No, the overall |evels have
come down, and there may have been some movenent up
alittle bit in the overall.

COWMM SSI ONER SHAPI RO: | think
Conmmi ssi oner Moss is correct, and there was some
di scussi on of that at the nmeeting, some general
di scussion that it appeared that the -- while within
the | egal and acceptable range, there was an
i ncrease edgi ng upward and that was di scussed but
very informally, and sonme informal discussion was
had as to re-eval uating.

There was some curul ative high range of
horses that there nmay be some other consideration,
so | think Comm ssi oner Moss is correct.

COVMM SSI ONER MOSS: I"mjust considering, if
this is correct, that we should issue some sort of
war ni ng, whether it's the -- you know, | know that

we still don't have our law in place, but should we
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not have the track itself create some sort of a
warning that this is unacceptable and we'll pay
closer attention to it?

CHAI RPERSON HARRI S: I think the level --
37 is the threshold |evel. I think we should issue
warni ngs that they're getting close to it, but it is
a naturally occurring compound. It's not sonething
that's necessarily from somet hing el se

EXECUTI VE DI RECTOR FERM N: We' ve been
| ooking into -- | was anxious that the board
cooperate with Dr. Stanley and the research that
he's trying to do, and just in the final week of
Hol | ywood Park, we -- at their request we did sone
out-of -conpetition testing to find out if we can get
alittle better handle on what horses are naturally
as conmpared to when they get closer to racing.
Those results, as far as | know, are still out. I
haven't heard anything, but we're certainly trying
to |l ook at all avenues.

We've tal ked about whether there are certain
situations where are the horses still being
medi cat ed but possibly I ess or backing off? W
don't know, but we're aware, and | think that
Dr. Stanley is doing, you know, a | ot of research

that hopefully will give us some answers relatively
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soon.

COWMM SSI ONER MOSS: I's he also I ooking
into the adm nistration of Lasix and how that's
done?

EXECUTI VE DI RECTOR FERM N:  Yes, yes, and
the fact that they have the increase --

DR. JENSEN: That's one of the definite
pluses is the influence of Lasix or furosem de

COVM SSI ONER MOSS: Or what happens during
t hat process.

DR. JENSEN: Yes.

MS. WAGNER: So there is some | ooking into
t hat ?

DR. JENSEN: Oh, yes.

EXECUTI VE DI RECTOR FERM N: And | had a
di scussion yesterday with Dr. Maylen. W were
exchangi ng some of the information that they have,
and we'll also be sharing that with Dr. Jensen and
Dr. Stanley.

COWM SSI ONER MOSS: And should there be a
rule going around the racetrack as far as shock
waving in some way?

CHAI RPERSON HARRI' S:  Yeah, we have a rule.

EXECUTI VE DI RECTOR FERM N: We're really

trying to tighten this up with a new associ ate
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steward, and the investigators, |'ve talked to them
about trying to nonitor it a |lot nore. W' re going
to be | ooking at the odometers that are on them

I wanted to talk to Craig Friebel because
they don't have the equine hospital here that we
have at some of the other facilities, but they have
set aside a special stall. W're going to be taking
a lot closer |look at just the whole situation.

We're al so, because of the tightening up of
the in and outs, we're | ooking at horses that, once
they're all in at the beginning of this meet, but
we're going to be nmonitoring those that are |eaving,
doi ng spot checks on are they really the horse that
they say they are, and we've had some grunbl es about
it, but obviously, it's very inportant that we have
a tighter reign on what's going on in the proper
treatment of the horses.

CHAI RPERSON HARRI S: It would be good if
during this meeting sonmeone would actually take a
| ook at what is going on with the shock wave
t herapy, where it happens and what it |ooks |ike and
t he whol e thing.

DR. JENSEN: I'"m sure that can be arranged.
As M ss Fermi n has indicated, we don't have an

equi ne hospital at Del Mar, but they do have a
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desi gnated area for the shock wave.

CHAI RPERSON HARRI S: It seems to nme there is
an increasing legitimte use of shock waves versus
splintering injuries and things |like that that
seenmed to be going on, and | think it's a legitimte
t ool . It's just we don't want it to be used to
deaden pain and, you know, run the horse.

COVMM SSI ONER MOSS: But it's supposed to be
used in the presence of a vet, isn't that so?

DR. JENSEN: Yeah, the policy is that
it's -- shock wave therapy can only be provided by a
l'icensed veterinarian, and that treatment has to be
reported to the official veterinarian, and the
horses treated cannot race for ten days.

CHAI RPERSON HARRIS: And it's got to be a
certain place?

DR. JENSEN: And a designated place, that's
correct.

COWM SSI ONER MOSS: There have been -- al so,
you can hear this.

DR. JENSEN: Oh, yes.

COWM SSI ONER MOSS:  You know, it's a
tip-off, and | think people should report it if they
hear it somewhere in a barn somewhere and have

sonmebody check it out.
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1 CHAI RPERSON HARRI S: Clearly.
2 COWM SSI ONER MOSS: | f we have
3 i nvestigators, they should check this out. It's
4 certainly able to be heard.
13:14 5 DR. JENSEN: Oh, sure.
6 CHAI RPERSON HARRI S: Okay. Anything else?
7 Thank you very much. Okay. That concl udes our
8 committee reports. The general business, anything
9 in general business?
13:15 10 MR. FANCHER: My name is Terry Fancher. I'"'m
11 head of Bay Meadows Land Conpany. | realize it's
12 the end of a very long meeting or late in a very
13 | ong neeting, so |I'lIl be very brief at this nonent,
14 unl ess you would want me to stay |l onger. M\hat |
13:15 15 wanted to say is that a nunber of weeks ago our
16 conmpany announced, along with Churchill Downs, that
17 we had signed a contract to purchase the Holl ywood
18 Park racetrack, and there was a conference call, a
19 press conference after that, and in which I know a
13: 15 20 number of enployees of the CHRB were able to listen
21 in, too, but others were not, and | indicated at
22 that time that | would come to today's nmeeting to be
23 able to respond to any further questions and discuss
24 sonme of the significant issues that | think are
13:15 25 rai sed.
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We will be in front of the board here though
in future neetings with formal applications, and
what | woul d suggest is perhaps we could work with
your staff to sinmply get on the agenda at one of the
upcom ng neetings earlier in the meeting so
everybody perhaps has nore of the appetite for
di scussi on, and perhaps we do at this late hour, but
I did want to be here and identify nmyself and say if
there's anything today, |'m happy to respond.

| also wanted to say, since we're a private
conpany, we can really respond to any of your
guestions. There's no issues that sometimes public
conpani es have that they can't say things, so we'l
be glad to tell you whatever we can. There are
occasionally, however, discussions that we
participate in on -- that sonetines sonme of the
people we're in discussions with are sensitive
about, so there's probably discussions you'd like to
see go forward, so that's the one sensitivity we
have, and we'll work with your staff to make sure
there's executive sessions.

We can convey sonme of the confidential
i nformati on that perhaps you'd also like to receive
so thank you, Chairman Harris. Unl ess you'd |ike ne

to stay, I'll simply ook forward to a future
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meeting.

CHAI RPERSON HARRI S: Yeah, we'll 1 ook
forward to that.

MR. FANCHER: Thank you.

CHAI RPERSON HARRI' S:  Any ot her genera
busi ness? One issue is on our racing dates. Coul d
you give us a little of a run-down on where we are
on that?

COVM SSI ONER SHAPI RO:  Yes, on the racing
dates committee Comm ssioner Sperry, who's not
here -- he and | spoke earlier this week -- there
was at the last race dates commttee meeting a
proposed cal endar that was dissem nated to
everybody, and we were proposing that we do a
three-year cal endar so that we could even out sone
of the apparent inequities that happen from one year
to the next, and that was also supposed to be made
avail able to everyone.

I'"'m not sure that that got followed through
and was done, and so | did send an e-mail off to
staff making sure that they would send out the
three-year cal endar to everybody.

At this point in time we also are schedul ed
that on Septenber 7 there will be a race dates

committee neeting, and our plan was to cone back a
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week | ater for a second race dates committee
meeti ng, which was at that point in advance of our
board meeting, which I thought was schedul ed for
Sept ember 22, so that we could -- we recognize
there's probably going to be a few neetings that
will have to be held to go through this.

EXECUTI VE DI RECTOR FERM N: A coupl e of
t hi ngs. One was that the cal endar was given out at
the dates comm ttee meeting, and the cal endar was
al so di ssem nated again, and it was just to the
comm ssioners that were on the dates commttee, so
you nmentioned earlier that M. Harris had not
recei ved one. It was Conmm ssioner Sperry received
it, you received it, and | think all of the
associ ati ons.

COWM SSI ONER SHAPIRO: Did they receive the
t hree-year cal endar?

EXECUTI VE DI RECTOR FERM N: Yes, yes.

CHAI RPERSON HARRI S: It would be good if we
had it avail able for anybody that wants to see it
because it's a pretty inmportant issue. I m not
clear we can really make a three-year cal endar. |

t hink conceptually it's a good idea, but can one
board basically obligate itself for a three-year

period?
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COMM SSI ONER SHAPI RO: "Il turn to
M . Knight on that one.

MR. KNI GHT: I haven't -- | haven't actually
reviewed that froma statutory standpoint, but |
think aside from any statutory prohibition, | don't
think there's anything that would preclude you from
doing that. That's not to say that a subsequent
board couldn't try to change that.

CHAI RPERSON HARRI S: I guess even if you
did, you could change it, but that was what you had
in place at the time.

MR. KNI GHT: Sure, you could have sone
i ssues where you could have comitnments that are
made in reliance on that which would could create
sone problems, but generally you can't -- you
certainly can't bind the subsequent board, but you
can make long-term comm tnents.

CHAI RPERSON HARRI S: I think one of the
i ssues like that, one of the issues on the Holl ywood
Park, some of the improvements they're thinking of
doing is contingent on some version of a three-year
cal endar.

COVM SSI ONER SHAPI RO: At the meeting, which
really | basically adjourned i mediately because |

was the only comm ssioner there, was | did take an
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informal poll from everybody that was in the
audi ence to see how it felt about a three-year
cal endar, and | think that overall it was very
positive so that it would allow the racing
associations to | ook forward and know better and
pl an accordi ngly and make capital investment.

CHAI RPERSON HARRI S: Let's see if we can get
that up on our web site because the frustration on
these racing dates is that everyone gets along fine
until it gets right down to the end, and this is
what it's going to be, and then everybody has a
little bit, and this track wants another week, and
this one doesn't want a week

COMM SSI ONER SHAPI RO: Which one doesn't
want a week?

CHAI RPERSON HARRI S: Okay. So you need to
really get down to specifics and get the conments on
there so that they're not trying to | obby something
in the final hours.

COWMM SSI ONER SHAPI RO: Ri ght. Well, that's
why September 7 and then com ng back a week | ater
now t here has been, | think, some informl
di scussi on about perhaps not having the Septenber
board meeting because of the way the cal endar is

falling, but in the interimwe could have a series
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1 of race dates comm ttee neetings so that hopefully
2 when we come to the board, there will have been
3 enough nmeetings to iron out all the details.
4 EXECUTI VE DI RECTOR FERM N: Al ong t hose
13:21 5 | i nes, Comm ssioner Moss also nentioned to nme, we
6 had made a coupl e of changes because of an October
7 change and then a September change, and he had
8 al ready made his schedule, so we maybe need to | ook
9 at those dates and poll everybody and see where we
13: 21 10 are because it's been an inconvenience, and we
11 certainly want to have the best attendance that we
12 can, so we'll take a | ook at everything and see how
13 it will all work out the best and make sure that we
14 can have the -- each of the conmi ssioners there
13:21 15 MR. LI EBAU: Jack Liebau from Bay Meadows.
16 If there is any chance that the September date is
17 going to be changed, we would like to know as soon
18 as possi bl e because we have keyed the Holl ywood Park
19 Bay/ Meadows Land Conpany transaction's closing to
13: 22 20 Septenber 23, believing that there may be sonme
21 favorabl e action to that transaction at the
22 Sept ember 22 meeting, so, you know, far be it for us
23 to tell you when you need to have a neeting, but if
24 you aren't going to have it as schedul ed on
13:22 25 Septenmber 22, we would certainly like to be advised

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



13: 22

13: 22

13: 23

13: 23

13: 23

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

145
as soon as possible.

CHAI RPERSON HARRI S: Are you -- have you
seen the three-year plan?

MR. LI EBAU: Yes, the associations, | think,
were all sent the three-year plan, and ny
understanding that it was subsequently sent to the
horsenmen. There was some problem that it wasn't
sent to TOC i nmedi ately.

CHAlI RPERSON HARRI S: Are the associations

essentially in agreement with the three-year plan?

MR. LI EBAU: I can never speak for any
associ ation other than nyself, but I think that the
t hree-year plan was discussed | ast year. I think

that we've already kind of chanpioned a three-year
pl an | ast year, and it does give people some
assurances that inequities in one year m ght be

wor ked out in the next, so | would think that it's a
good idea, and | think, as your counsel said, that
here again, |'mnot -- any more claimto be a

| awyer, but what some board subsequently could
change those dates for whatever reason, but | think
it would give everybody some confort to know where
we were going and what capital expenses were going
to be incurred and based upon those dates.

CHAI RPERSON HARRI S: I don't think we need
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to do anything. Do you think it would be any
possibility we could get it all done at the August
meeting? | mean, if everyone's pretty close --

COWMM SSI ONER SHAPI RO:  Well, again, we
didn't take any testinony at all because it woul dn't
have been right, but we're going to have the plan,

and | spoke with Comm ssioner Sperry. It was let's
get together, have a neeting on the 7th, and it was
sent out to staff to publicize that, of Septenber.

CHAI RPERSON HARRI S: Why couldn't you do it
l'i ke in August?

COMM SSI ONER SHAPI RO: Well, both of us
have travel issues, and |'ve also have to have
surgery.

COWM SSI ONER MOSS: That's the probl em when
you change the dates. Anyway, let's hit on a date
and - -

EXECUTI VE DI RECTOR FERM N: Yeah

CHAI RPERSON HARRI S: Okay. Anyt hi ng further
for general business? Any old business? |If not,
we' re adjourned. Thank you for com ng. Remember

t hat Senator Flores' hearing is at two o'clock.

(TIME NOTED: 1:24 P.M)
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