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In the Matter of:

The Regul ar Board Meeting of
the California Horse Racing Board

BEFORE THE CALI FORNI A HORSE RACI NG BOARD

OF THE STATE OF CALI FORNI A

ROBERT H. TOURTELOT, CHAI RVAN

— N N

TRANSCRI PT OF PROCEEDI NGS, taken
at 2260 Ji mry Durante Boul evard, Del Mar,
California, comrencing at 11:00 a.m,
on Friday, August 25, 2000, reported by
Frances Eggl eston, RPR, CSR No. 11662,
a Certified Shorthand Reporter in and for

the State of California.
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Del Mar, California, August 25, 2000
11: 00 a. m

MR, WOOD: Good norning. Everyone please take a

seat. We'll try to bring the nmeeting to order. | would
like to wel cone you to the regularly schedul ed Board
neeting of the California Horse Racing Board. It is being

conducted on August the 25th, 2000, at the Del WMar
Satellite Facility in Del Mar, California. Present at
today's neeting are Chairman Robert Tourtel ot,
Vi ce- Chai rman Joseph Fenl ey, Commi ssioner Sheryl
Granzel |l a, and Conmi ssioner Marie Moretti

Bef ore we nove forward with the business of the
today's neeting, | would like to respectfully request that
if you give testinony in front of the Board, that you
pl ease state your nane and your association for our court

reporter. |If you have a business card to provide for her
that woul d be appreci at ed.
Wth that, | would like to turn the neeting over

to our Chairman, M. Robert Tourtelot.

MR, TOURTELOT: Good norning. Welcone to the August
neeting of the California Horse Racing Board. Last tine
sonmeone nentioned to nme that they were not able to, in the
back, hear all of the Commissioners. | don't knowif it's
the m crophones or what it is; but if someone can't hear
| et us know. We certainly want everybody to be able to
hear what's being said.

The first itemon the agenda is approval of the
m nutes for the regular nmeeting of July 27th, 2000.

Do | have a notion?

M5. MORETTI: | nove to have the mnutes approved.

UNI DENTI FI ED SPEAKER: Second.

MR, TOURTELOT: We have a notion and a second. All in
favor.

(Motion was unani nously carried.)

MR, TOURTELOT: Proposed. Carri ed.

The next itemis discussion and action by the
Board on the Application to Conduct a Horse Racing Meeting
for the Cak Tree Association in Santa Anita comrenci ng
Oct ober 4 through Novenber 6, 2000.

Jacki e.

M5. WAGNER: Jacki e Wagner, CHRB staff. The Oak Tree
Raci ng Association is proposing to race from Cctober 4
t hrough Novenber 6, 2000, for 27 days, which is four days
| ess than 1999. The association is proposing to race 232
races or 8.6 races per day. They will be racing five days
per week with eight races per day weekdays and nine races
on opening/cl osi ng dates, weekends, and holidays. They're
proposing to race six days per week the week of October 9
t hrough the 15th and November 1 through 6.

They meet the 10-percent requirement for the six
races for Cal Bred, and they are requesting the option to
programten races on opening and cl osi ng days, weekends
and holidays. Their first post time will be 1:00 p.m
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weekdays with a 12: 00 p.m post on Saturdays and Sundays

and holidays. The special days will be Breeder's Cup on
Sat urday, Novenmber 4 with a 9:30 post; 12:00 p.m post for
Sat urday, Cctober 28; and a 12:30 post for Col unbus Day,
Monday, October 9, and cl osing day, Mnday, Novenber the
6t h.

They will be using the wagering program all CHRB
rules for the program W have received the horsenen's
agreenent. There are sone additional itens that are
out standi ng, and the staff would recomrend that the Board
approve the application contingent upon us receiving this
i nformati on.

MR. TOURTELOT: Al right. Before |I ask questions of
the fell ow Comm ssioners, let ne ask a question. |
t hought that we had tal ked at one time about adding
something to the application with respect to conpliance
with the Building and Safety Code.

MS. WAGNER: W are in the process of doing that,
M. Chairman. That has to go through the rul e-making
process. So the 45-day comrent period will be comrencing
very shortly. After that, once the Board approves it, it
will be part of the application

MR, TOURTELOT: Good. All right. So it's not in the
application, but in substance it is still something that
we can inquire about?

MS. WAGNER:  Absol utely.

MR, TOURTELOT: Anything you can tell us, Staff, about
what the status of that is? QGak Tree is just |easing the
facility, right, for that period? Were do we stand on

t hat ?

M5. WAGNER: In terms of the inspections?

MR. TOURTELOT: VYes.

MS. WAGNER: | believe that facility has been
i nspect ed.

MR, TOURTELOT: Not hing has been brought to the staff?

MS. WAGNER: Not hi ng has been brought to our
attention.

MR, TOURTELOT: | assume that you in your |ease
agreenent woul d have sonme provision that the track woul d
have all these facilities in conpliance with the various
codes and statutes. |It's not incunbent on Oak Tree to be
dealing with those violations.

MR. CHI LLI NGWORTH: M. Chairman, our generic |ease
woul d provide that the facilities would conformwi th al
the existing laws and regulations. | know that the City
of Arcadi a has been over there inspecting for housing
pur poses, and Lonny apparently has sonme late infornmation
| believe he would |ike to share with you.

MR, POVWELL: Thank you, M. Chairman, Menbers of the
Board. It's not really late information. |It's just to
augnent - -

MR, TOURTELOT: State your name, please

MR, POVWELL: Lonny Powell, President and CEO of
Santa Anita. Right now we are under construction on the
backstretch on a nunmber of different itenms that | was
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going to discuss later. One of those is bringing the
living quarters up to the requirements. W have net

nunerous times with the County, with the City, and |'ve
had some very productive nmeetings working under their
observation, support, and tutelage. So yes, we are
advanci ng that program forward.

MR. TOURTELOT: Great.

MR. CHI LLI NGAORTH: One reason we were a little late
this nmorning is Ed Hal pern and | net, just concluded a
neeting here |ike four mnutes ago; and we have a signed
agreenent with the CTT as well as the purse agreenent. So
both ends have been taken care of.

MR. TOURTELOT: And do the Conmi ssioners have any
guestions?

MS. MORETTI: Wth that signed agreenent, what else is
m ssing fromthe application?

MS. WAGNER: Fromthis application we are ni ssing
basi cal | y housekeeping things that cone in as it gets
closer to the nmeet. Those would include a fire clearance;
a financial statement as of May 31, 2000; there are
schedul ed out-of-state feature races and inported
si mul cast races other than the thoroughbreds that they
intend to take, and the bank accounts for the paymaster
account .

MR, WOOD: And we will assure that all of those are
in recei pt before the neet starts.

MR, TOURTELOT: They will assure us.

MR, WOOD: They will assure we will assure you.

MR, TOURTELOT: Any other questions fromthe
Conmmi ssi oners? Any questions fromthe audi ence?

The Chair will entertain a notion to approve the
application with respect to the GCak Tree Racing
Associ ati on October 4 through Novenber 6, 2000.

M5. MORETTI: | nove with the contingent receipt of
those materials that Jackie just nentioned.

MR, TOURTELOT: The notion is approved subject to al
of the itens that Jackie enunerated being delivered to the
staff prior to the actual neets.

M5. CGRANZELLA: | second the notion.

MR, TOURTELOT: All in favor?

(Motion was unaninously carried.)

MR. CHI LLI NGWORTH:  Thank you very nuch.

MR. TOURTELOT: Item Nunber 3 is the discussion and
action by the Board on the Application for License to
Conduct a Harness Racing Meeting of the Fresno District
Fair at the Fresno Fairgrounds commenci ng Oct ober 4
t hrough October 15, 2000.

MS. WAGNER: Jacki e Wagner, CHRB Staff. The Fresno
County Fair is proposing to race from October 4 through
Oct ober 15, 2000, for 11 days, which is the sanme as 1999.
The fair is proposing to race a total of 109 races which
are five races less than in 1999. They will be racing
five days the first week, six days the second week, wth
nine races per day on Monday, Wdnesday, and Thursday; and
ten races on Sunday; and el even races on Friday and
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Saturday. The nunber of races that will be programmed
wi |l be conditioned upon the daily availability for each
br eed.

First post tine will be 12:40 p.m Friday and

Saturday with a 1:10 p.m post on Mnday, Wednesday,

Thur sday, and Sunday. The wagering programwill use al

the CHRB rules. The itenms still needed for this
application are horsenen's agreenent fromthe quarter horse
staff. Staff would recommend that the Board approve the
application contingent upon us receiving this

i nf ormati on.

MR, TOURTELOT: Any questions fromthe Commi ssioners?
Any questions fromthe audi ence? Then the Chair will
entertain a notion to approve the application for the
Fresno District Fair, October 4, 2000 to
Oct ober 15, 2000.

MS. MORETTI: 1'Il nake a notion to approve.

MS. GRANZELLA: 1'll second.

MR. TOURTELOT: All in favor?

(Motion was unani nously carried.)

MR, TOURTELOT: Mbtion passed.

Item 4, Discussion and Action by the Board on the
Application for License to Conduct a Harness Racing
Meeting of Capitol Racing at the Cal Expo Fair comencing
Oct ober 13 through December 16, 2000.

M5. WAGNER: Jacki e Wagner, CHRB Staff. This
application is fromthe Capitol Racing Association. It
represents the second half of a split neeting that will
run from October 13 through Decenber 16. The nunber of
nights allocated for this period is 38. Capitol is
requesting that they race 28 nights with the option to

increase to 31 if sufficient horses are available. They
rai sed 29 nights during the fall of 1999 neet.

The Association is proposing to race a total of
422 races or 13.6 races per night. They will be racing
two nights per week, Friday and Saturday, through
October 21; three nights per week Wednesday, Saturday, and
Fri day through Novenber 25; and four nights per week
Wednesday t hrough Saturday through Decenber 16. Their
first live post will be 5:35 p.m Wdnesday and Thur sday
with a 6:45 p.m post Friday and Saturday. The wagering
programw || utilize a conmbination of both the CHRB and
ARCl rul es.

The informati on needed to complete this
application is a horsenen's agreenent. Staff would
recommend that the Board approve the application
contingent upon us receiving this additional information.

MR, TOURTELOT: Good norning, Al an.

MR, HOROW TZ: Al an Horowi tz, Capitol Racing
Associ ati on. The horsenen's agreenent, the purse schedul e,
and the stakes schedul e have been agreed to. W are in the
process of neeting with the negotiating commttee; and
we' ve had no probl ens.

MR, TOURTELOT: Any questions from M. Horowtz,
Jackie -- or any Commi ssioners? Any comment fromthe
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audi ence? The Chair will entertain a notion to approve
Item Nunber 4, the Application for License for Capito
Raci ng October 13 through Decenmber 16, 2000.

M5. MORETTI: I'Il make a notion to approve.
MR. TOURTELOT: Second?

MS. GRANZELLA: I'll second it.

MR, TOURTELOT: All in favor?

(Motion was unani nously carried.)
MR, TOURTELOT: Approved.

Item Nunmber 5. We're on track for a
worl d record here. The record is 28 mnutes. W' re not
going to nake that today. |tem Nunber 5, Discussion and
Action by the Board on the request for Magna Entertai nnent
Corporation on its proposed acquisition of the Bay Meadows
Operating Conpany LLC, pursuant to Business and
Pr of essi ons Code Section 19483.

MR. REAGAN:. John Reagan, CHRB Staff. That's
R-e-a-g-a-n. As indicated by the staff analysis, there is
an extensive letter here fromthe Magna Entertai nnent
fol ks explaining their position on the acquisition of
Bay Meadows. We also have a couple of letters fromsone
of the local fairs in Northern California expressing their
concern; and | understand we had a delivery from
M. Korbeian on his thoughts on the transaction. Al so as
indicated in the staff analysis, the Magna fol ks are here
and are willing and able to answer any and all questions
you have concerning this transaction.

MR, TOURTELOT: Lonny.

MR, POVELL: Thank you, M. Chairman, nenbers of the
Board. Lonny Powel |, Executive Vice-President of Racing
Operations at Magna Entertainment. To ny left is
Jim Nicol, Vice-Chairman of Magnha Entertai nnent and al so

Vi ce- Chai rman of Magna International. W are going to
make a brief presentation for you today. Obviously, we
are before you today to seek your approval and petition to
proceed with the acquisition in the interest in the

Bay Meadows Operating Conpany.

Appearing before you today formally as part of
the presentation will be Jim Nicol, our Vice-Chairnman;
al so Peter Tunney, Vice-President and CGeneral Mnager of
Gol den Gate Fields; Tom Austin, our Executive Director of
Facilities and Devel opnent for both Santa Anita and Magna
Entertai nnment. Fromthe Pai ne Webber side, you will be
hearing from John Tashjian, one of their top executives,
as well as Jack Liebau, President of Bay Meadows.

Also in attendance and support, should they be
needed for any questions and so forth, we are very proud
to say our new CEO and president of Magna Entertai nment,
M. Mark Feldman, is with us today attending his first
Board meeting. W welcone him here

If you can stand up and wave.

MR. TOURTELOT: Wl cone, Mark

MR. FELDMAN: Thank you.

MR. POWNELL: Also Frank DeMarco who we all know as our
Vi ce-President of Regulatory Affairs for MEC and our
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General Counsel at Santa Anita. And with that, | wll
turn it over to M. Nicol, and we will make our
presentation and be avail abl e for questions.

MR. NI COL: Good norning, M. Chairman, and Menbers of
the Board. Like Lonny said, nmy nanme is Janmes Nicol

N-i-c-o0-1. | amthe Vice-Chairman of Magna Entertai nnment
Corporation as well as Magna International. | wll
address two issues this norning: One is describing the
transaction with Paine Webber concerning Bay Meadows
Operating Conmpany, and secondly I'Il address the issues of
why this is in the best interest of California racing.

First, the transaction, which |I believe you have
a copy of the letter of intent, we are purchasing
Pai ne Webber's interest in Bay Meadows Operating Conpany
whi ch holds the license together with the FF&E at the
track. As part of the transaction, we will |ease the
facility until Decenber 31, 2002 and conduct racing on
that site, if approved by this Board.

As to the issue of why this is in the best
interest of California racing, | think fundanentally the
i ssue here is Magna Entertai nment Corp's decision to base
itself in California. Although there are a nunber of good
states for racing, like Kentucky and New York, Magna
Entertai nment Corp made the active decision to establish
our head office in Los Angeles to acquire Santa Anita
Gol den Gate Fields and now hopefully Bay Meadows.

We al so have an interest in San Luis Rey Downs as
a training facility. | think the key to understandi ng our
future growh is to have tens of mllions of investnents
to buy each of these properties; and subsequent to buying
those properties, we've also continued to investnent, to
hire personnel and to basically inmprove racing. As you
know, our Chairman, Frank Stronach, has a significant

interest in horses hinself, not through the conpany but
t hrough the Adena Springs.
I think to best give the Board an indication of

what we've done and what we will do, | will ask
i ndi viduals to cone forward and tal k about these specific
facilities. | know in your mnds, given the

correspondence, et cetera, and the undertaking you gave
the last time | appeared before you, that there's a
concern about our progress with Golden Gate Fields. Let
me assure you that we fully intend to neet our undertaking
and exceed it. One of the reasons we have concern is
because frankly because we have until Decenber 31 of this
year to nake all the inprovenments. They are conplex and
intricate, involving two communities, because the track at
Gol den Gate Fields is on Al bany and Berkel ey, and we have
a team of individuals that are addressing the concerns.

So because it is the nmost significant point for
you, | believe I will now ask Peter Tunney and Tom Austin
to come forward and tal k about what is happening.

MR. TUNNEY: Good norning, M. Chairman, Menbers of
the Board. | am Peter Tunney representing Gol den Gate
Fields. W are here this norning to give you a progress
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report on the activities that are taking place and what
will continue to take place at Gol den Gate Fields through
the end of this period, through Decenber 31

Initially, the biggest concerns that we had --
and this was shared by the horsenen, and | believe it was
noted in John Van De Kanp's letter a year ago -- was the

condition of the racing surface, dirt and turf course; and
we' ve done, right fromthe beginning, even before court
approval, started to nmake those inprovenents. And while
have not seen John Van De Kanp's npbst recent comrunication
with the Board, those are now in order, and we've gotten
rave revi ews about both courses, turf and dirt course; and
we feel that we've nade a renarkable recovery in one
year's time to getting the racing strips back in order

MR. TOURTELOT: May | interrupt you one second, Peter?

MR. TUNNEY: Sure.

MR, TOURTELOT: Correct nme if I"'mwong. | thought
M. Van De Kanp's letter addressed itself nore to the back
stretch, and that the jockeys were conpl ai ni ng about the
track.

MR, TUNNEY: We hadn't really had jockey conplaints on
the track, the dirt or turf course, that |I'm aware of.
TOURTELOT: But the track was taken care of?
TUNNEY: The track was taken care of.

TOURTELOT: Ckay. |I'msorry to interrupt.
TUNNEY: That's all right.

| just wanted to say that we continue to work,
as M. Nicol indicated -- and let me introduce
Tom Austin, who is the project manager for Magna, who has
been doing the lion's share of this.

2333

MR, AUSTIN: | believe you have in front of you a
report --

MR. FENLEY: Can you give your title.

MR. AUSTIN: |'msorry. Tom Austin, Executive

Director of Magna Entertai nnent Corporation.

In front of you | believe you have a book which
is entitled Part 4, dated August 23; and in the front you
will see a summary which in general summarizes the work
that we have been doing there. | know it may appear as
though it's been rather quiet there, but we've been doing
a lot of planning and engineering and designing to prepare
to correct sonme deficiencies.

Early on we took care of all of the
safety-related itens, which really related to sone of the
pot hol es and roof repairs and gas |ines; those have been
conpl et ed.

And in your book there is a tab marked "Work
Table Status." To the left side of the docunment are the
list of the various itens that we have schedul ed to work
on, and at the top of the page is nerely a listing of
sequenci ng from design and engi neering on through
conpl eti on and executi on.

The early nmonths we have spent doing the
engi neering and understandi ng where all the problens were.
The "X s" indicated on this docunent reflect work
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conpl et ed

We have recently started inplenenting our plan
after doing the analysis and engi neering. W now have,
for instance, 35 carpenters on-site working in the barns.
We cl eaned out the union hall to bring those workers on
board. W' re adding eight additional electricians. W
now have a plan to work from and now we're going to

i mpl ement it.
The storm sewer system which | know has been
controversial at times -- we wanted to explain. In the

earlier nmonths, to understand what we really were dealing
with, we needed to understand el evati ons and drai nage

| ocations and the condition of the pipe. So we did

vi deot ape the inside of these lines, identified where our
failures were, and did the engineering; and now we are
begi nning to inplenent that.

| should point out that the inprovenents there
are really sequential; that to do things |like denplish the
barns for a long extension is necessary to be able to
reduce the horse popul ation, which recently we have done,
to nove them around to the different barns, to do those
i mprovenents.

We need the barns where the turf extension is to
be conpleted up until the last mnute, so that we are able
to nove the horse popul ati on around. Those barns will
then be denolished, and the extension will be in
place. All of that ties back to the stormsystem by the
way, because we need to understand, get the right grading,
so everything does drain when we are done; and then we can
apply the asphalt.

"Il be happy to entertain any questions. | want
to be brief but address anything that you may have.
MR, TOURTELOT: | have a few. When did you start the

actual construction on the barn area? Wen did the
hamrers or crowbars start?

MR, AUSTIN: Actually, we were in the barns early on
first part of January or February, doing sone of the
initial repairs and the repairs to the roof leaks. In
your book, by the way, there's the "Barn Plan" tab that
has outlined in blue the barns that we're currently
wor ki ng in progress, and behind that is another diagram
whi ch shows all of the barns where roof |eaks have been
repaired.

MR. TOURTELOT: We have received a nunber of letters
recently and the indication fromthe letters is really
that construction on the barns just got under way in the
nont h of August.

MR, AUSTIN:. That's when we began to gear up our
carpenter crews to go beyond safety related. OQur initia
novenent into the barns were safety related. Now we are
goi ng back with the overall plan, after analyzing the
structure program

We didn't want to rush in and just start wailing
away at different areas without a structured plan. The
other part of that is we needed to reduce the horse
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popul ation, to go in there and be effective at what we
need to do.

MR. TUNNEY: Renenber, M. Chairman, Golden Gate has
about 1,325 to 1,350 stalls. Those have been occupied
since | ast January throughout our spring neet, and they
were occupied with a few departures at the begi nning of
the fair season at the end of June and really haven't been

enpty.

Now we have 900-plus horses there. W have these
horses year round. W have about 900 horses now with the
concl usi on of the Bay Meadows Fair. Sonme of them have
noved after the energing breeds have noved out of there.

So we are down to 900, 900-plus horses, and
that's the first time since the approval that we' ve been
bel ow the 1,300 and 1,200 nunbers. So it's difficult to
make those inprovenents while horses are in the barns.

MR, TOURTELOT: | assune at the tine that all of you
concerned individuals appeared before us, on
Novenber 10, 1999, in Inglewood, when the application to
acquire Colden Gate was before us, that you all knew about
the logistics and the nunber of horses. | didn't. |
don't know anyt hi ng about the |ogistics and how the horse
popul ati on inmpacts construction.

But | just wanted to read a few comrents fromthe
transcript fromthat hearing. This is M. Pal who is
maki ng a presentation. No, I'msorry, it was M. Nicol

"It is key to us for our reputation that we have
tracks that are known for their quality. So to the extent
that there has been any failure maintaining an appropriate
quality level at that track, we will want to quickly
address so that it is consistent with the quality you see
el sewhere in our facilities."

Going on, | indicated, "Wat |I'mtal king about is
an assurance to this Board that those things will be done,
that we will not be sitting a year from now and sayi ng
that.” It goes on. "I'mnot talking about cosnetic

pai nting the barns either." And M. Pal:

"There are issues that require in sonme cases
maj or repairs of the barns, and in sonme other cases
actually rebuilding the barns.”

And over here: "The barn area is the priority of
the capital expenditures initially going into this
operation versus any other parts of the facility, and we
are commtted to inproving CGolden Gate. | have to | ook
through all of the eyes, including the TOC and the
conmi ssi oner and everybody else that's invol ved, but |
will not let you down on inproving the facility."

It goes on, but the point was that we were
concerned that the inprovenents to correct the
deficiencies that the TOC raised in their letters, a
letter of such concern that they asked us not to approve
the application for the racing dates; and then Magna cane
in. | said, "I don't want to sit here a year from now' --
we're nine nonths, not a year; but we're eight or nine
nont hs -- and saying, "Wat's happened?” And here we are.
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I nmean, Dick was just saying that the
commencenent of the construction and renodel i ng has

comenced, but -- | guess it was the gentlenman to your
left -- but we're hearing other things from people who are
up there.

And it wasn't really incunbent, as someone
suggested, that the California Horse Raci ng Board shoul d
be up there every day seeing how many hanmers are on site;
that's not our job. CQur job was to approve the

application subject to representations fromthe purchaser
Magna; and then if those representations were unfulfilled,
the construction didn't take place, the renodels, repair,
et cetera, we assuned sonebody would bring it to our
attention, which they have.

So | have a problem There's a conflict in what
you are telling me about how you are nmoving on this
program and we're al nbst nine nonths fromthe date that
you said this was going to be your nunber one priority and
be quickly taken care of.

MR. AUSTIN.  Well, | believe our conmitment was to
have those i nprovenents made by the end of the year

MR. TOURTELOT: Well, we didn't want them all done on
New Year's Eve.

MR. AUSTIN: There is a tinme line in the back of the
book whi ch describes, as we see it today, with better
under st andi ng and havi ng done sone pl anning as to what
those time lines are.

MR, TOURTELOT: You see, the problem | have is that
now you are saying that "The horse popul ati on has
prevented us from quickly fixing these problens, problens
so serious that the TOC did not want to give us racing
dates.” That is a pretty serious problem not just
pai nting the barns; and we were concerned that there would
be a commitnent to nove quickly on these itens.

And here we are at the end of August, which is
eight, nine nmonths later, and we are getting letters,
whi ch you've probably all read the letters, |I'msure, that

are saying things different fromwhat you're telling us.

MR, AUSTIN: All | have to say is even if we had a
reduced popul ation, there is still a nunmber of nonths
i nvol ved for the planning and engineering to get ready to
i mpl ement .

MR, TOURTELOT: Nobody told us that, though. Nobody
said, "We have 1,300 horses, and we're going to have those
horses from January to August or whatever, and then we'l
have 900 and we'll be able to nove them around.” Nobody
even mentioned that.

MR, TUNNEY: Qur undertaking at the tine for Gol den
Gate Fields was to spend $5 mllion on inprovements by
Decenmber 31 of 2000. When we tal ked about the i mediate
solving of the issues raised by the TOC with respect to
safety, we said those issues would have to be addressed
i medi ately, referencing your quoting of the transcript.
Those issues were in fact addressed right away, so there
were no safety issues.
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The types of conplaints at that tinme were with
respect to the safety of the track surface. W did nove
qui ckly to address the safety issues.

As to the ultimte issue of spending $5 mllion
which also it is sonething unusual for us to make a
conmitment of a dollar anmount, we said that we would have
to have planning to inplenment the changes, and that's why
we picked the date of Decenber 31

I think everything that M. Austin is delivering
here today is showing that we proceeded with due diligence

for the proper inprovenent of the facility. It is not
like a quick repair to the garage next to your house and
you call in a carpenter. You have to plan, you have to
deal with the comunity.

Even the input fromthe hospital, | think there
has been some reference to the fact that not enough
veterinarians were contacted. |In fact, M. Austin has

been in constant contact. W are dealing with a large
nunber of people.
There are different views, but we have

proceeded. | think we've lived up to all of our
conmitnments. W are in the course of conpleting our
conmitments, and we will fulfill themby the end of this
year.

MR, TOURTELOT: But what you said and what was said at
the neeting -- M. Pal said, "The barn area is the

priority of the capital expenditures initially going into
this operation versus any other parts of the facility."
Maybe | am readi ng that w ong.

MR, AUSTIN:. M. Chairman, if | may. That is stil
absolutely correct. W are not building all kinds of
structures on the front side. Al of our capital dollars
for this project are being devoted to the back side, the
raci ng surfaces and so forth.

And again, to illustrate what M. Tunney referred
to, to illustrate our seriousness of this issue, before we
technically owned Gol den Gate Fields, after receiving your
approval at that Novenber neeting, we nobilized a track

crew from Southern California and sent them out there
wi t hout us even technically owning the facility yet to
address mmjor, mmjor issues.

We went in there and there were problens with
utilities. W went in and addressed those up front per ny
words; up front because they were safety issues that we
knew we couldn't let lie.

The bi gger construction-related i ssues, the
three-quarter furlong, the vet hospital, all of those
items will be done prior to the deadline placed on us.

But we did go in |ooking at the safety itens.

And even before we owned the facility, we
i nvested noney and undertook the work there.

MR, NICOL: If I may interject, M. Chairman. At the
time you were addressing this issue you had a legitimte
concern that we were going to spend the $5 mllion on a
restaurant or sonething else, not with respect to the
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surface or the backstretch, and that is why M. Tunney in
his presentation referred to the fact that the barns would
be a priority; and that's in fact where these expenditures
are being spent.

MR. TOURTELOT: That wasn't my concern. | was
concerned that the issues set out in M. Van De Kanp's
letter of the TOC woul d be addressed, and then | think
came up with a $12 mllion figure. Then | asked
Pet er Tunney, "What is the dollar figure that will, in
your opinion, be needed to resolve these concerns?" And
then he came up with a $5 mllion. | wasn't concerned

about a restaurant. | just wanted to make sure, the
Board, that those concerns would be dealt with

Look, if what you're saying is that at the end of
the year everybody's problem -- reasonable problens are
going to be resolved and your conmmtments are going to be
fulfilled, that's fine.

I have sone concerns, in reading this letter, al
of a sudden, just after the Bay Meadows application,
sonmebody said, "Wat is going on at Colden Gate?" And
sonmebody said, "Wt better start doing some work." | will
tell you what ny inpression is --

MR. NICOL: Probably what is happening here is there
has not been adequate comruni cation with the comunity at
Gol den Gate Fields that these issues were addressed. W
have been working with them There are a |arge nunber of
interests there. W can do a better job, and perhaps we
shoul d explain to themwhat is going to be happening in
t he next few nonths.

MR, TOURTELOT: |s there any truth to the runor that
the reason there was no construction undertaken is that
Magna had plans to denolish all of the barn area and do
an entertai nment conmplex, and to rebuild the barns, it

hasn't been -- has really not been figured out, and of
course that has to go through the City Council, therefore
it doesn't want to spend the $5 million on something that

m ght be torn down in a year?
MR, NICOL: Well, we are proceeding with the
commitnents made at the |ast hearing. W are going

forward for this year. Longer term it's part of our
corporate strategy to | ook at our sites and deterni ne
could we attract nore people to horse racing by nmaking the
facilities entertai nment destinations? W wll not do
anyt hing to endanger horse racing. W want to nake it a
nore attractive venue.

MR, FENLEY: What will you do with the horses if you
did that?

MR. NICOL: W haven't done anything.

MR. FENLEY: What would you do if you -- if you gave
that val uable |and for entertai nment purposes, what woul d
you do with the horses?

MR. NICOL: We would keep the barns there.

MR. FENLEY: So during the renovation period, how many
will be built?

MR. NI COL: During renovation?
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MR. FENLEY: At the end of the renovation -- at the
end of your capital commtnent, how nany stalls will you
build? And the second part of the question is, if you
nove over at the end of Bay Meadows neet and there is not
a new track and that meet then becones a part of the
Gol den Gate, what is the stall demand with only one track
versus what your inventory is?

MR. TUNNEY: The first part is we have 1,325 to -1,500
stalls.

MR, FENLEY: And that's adequate?

MR, TUNNEY: That's adequate. We have approxi nately
900 at Bay Meadows, and there are other sites in northern

California that ship horses in. Wen we finish with the
chute, that will be the only thing that -- | will say it
is sonewhere between 50 to 75 stalls that will be
denol i shed.

The second part of your question has to do with

when Bay Meadows operates. They will continue to operate
at least for the next two years.
MR. FENLEY: | am saying after 2002.

MR, TUNNEY: That is probably best answered by Bay
Meadows.

MR. FENLEY: Fine. | would like to know what i npact
this is going to have on the stalls at that point if there
is only one racetrack for any of those neets.

MR. AUSTIN: Conmi ssioner Fenley, | can answer that
guestion. Oobviously if Bay Meadows goes away, the nunber
of horses that were stabled there are necessary to have a
racing programin Northern California, so we would have to
have an off-site stabling operation, whether it be one we
own or whether it be one of the existing Fairs or so forth
up in Northern California to stable those horses, because
once Bay Meadows goes away, we will need to replace those
stalls and there is no room at Col den Gate.

MR. FENLEY: So how are those horses going to race?
You are going to shuttle themin for their races?

MR. AUSTIN: Yes. Mich like the horses at San Luis
Rey, they ship horses. Oher horse centers ship. That
will be the way that woul d work.

MR. FENLEY: Do you think down the road you can | ook

at shuttling horses as the way to conduct a neet at Col den
Gate and have all the horses off-track and bring themin
two, three days before the race and shuttle them back? Has
that been di scussed?

MR, AUSTIN: | couldn't speculate on that one.
MR. FENLEY: You have never discussed that?
MR, AUSTIN: | have not been involved in those types

of di scussions.

MR, TUNNEY: Currently -- well, about two years ago,
when Bay Meadows reconstructed their barn area in the
infield, we didn't have avail able those stalls for about
four nonths, and we used Pl easanton. And while Pleasanton
isin the transition in inproving their facility, we had
about 6-, 700 horses at Pleasanton at the tinme, and we
woul d ship themon a daily basis.
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Ri ght now the lion's share of the horses are at
Gol den Gate on a year-round basis as opposed to the 900.
About 60 percent of the horses that run at Bay Meadows are
shi pped from Gol den Gate Fields on a daily basis to the
Bay Meadows neet.

MR. AUSTIN. | might add that the issue that you
mentioned is one that is certainly an inportant one. It
woul d exi st regardl ess of Magna's interest in acquiring
Bay Meadows' operating interest, because if Bay Meadows is
going to be devel oped and goi ng away, those stalls would
be gone regardl ess.

MR. FENLEY: Shuttling from Bay Meadows is a | ot
different than shuttling froma place that hasn't been

identified yet; it could be a greater distance.

MR. NICOL: We realize that stalls will be an issue
and we are presently |looking at different sites to see if
we can get sonething close.

MR. FENLEY: But you do take the viewthat the land is
much nore valuable for entertainment facilities than it is
for stabling horses?

MR. NICOL: Well, it is valuable to us because it is
in our corporate strategy to be a place where horse racing
i s conducted.

MR. FENLEY: Right, but around the track you woul d
rat her have entertai nnent conpl exes than horse stalls?

MR. NICOL: No. We want horses stalled there. W have
t hought of devel oping the front area near the track on the
ot her side fromwhere the stalls are; that may be
attractive, because it overl ooks the bay, to establish
somnet hi ng.

MR. FENLEY: So in your mnd, it has always been that
there woul d be adequate stabling for the horses?

MR. NICOL: Yes. W do need an additional site when
Bay Meadows cl oses down.

MR. TOURTELOT: | amgoing to M. Van De Kanp's letter
of August 23rd with respect to a review of the progress
fromthe TOC s standpoint at Golden Gate. And in

reference to the plan that was at -- the TOC plans, the
barn survey from January 3rd to February 11, that was
conpleted. "The barn carpentry repair that would take

pl ace between February 14, 2000 and Novemnber 13, 2000,

began hurriedly at 10:00 a.m on Thursday, August 17."

And |' m asking you gentlemen, did that have any

coi nci dence, "began hurriedly on Thursday, August 17,"
after I informed representatives of Magna that | would not
vote to change the comritnent; in other words, to |et
Magna of f the hook, after Decenber 31, $5 million barn
area, et cetera, et cetera, repair conmtnent?

MR. TUNNEY: Well, as | indicated, those tinme |lines
that are in the letter that you referred to were taken out
of the first initial April 4th presentation that was given
to the Board in a simlar book, and those were estimtes
of our tinme lines at that tinme, without all of the
engi neering and surveying that we needed to do.

There is a current tinme line which sets forth
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where we see today, being a little smarter and w ser and
knowi ng nore informati on about everything on the site.
The start of the carpentry work has nothing to do with
anything el se other than we've gotten to the point where
we have enough information to be able to start that and
sufficient |abor supply to work in the barns. So I'm not
sure what the word "hurriedly” really means in this case
other than we did start on or about that date and have
been bui l di ng.

MR, TOURTELOT: Let's forget about the word
"hurriedly." The barn survey was going to take from
January 3rd to February 11th, which is about five weeks;
that was conpleted. And then in your plans you indicated
carpentry repair woul d take approxi mtely nine nonths from

February 14, which was starting right after the barn
survey in keeping with the representation at the neeting
that the barn areas were of primary concern and that would
be qui ckly addressed.

So you had planned, according to your initia
pl ans, to start the carpentry repair on February 14, two
days, three days after the survey was conpleted, and it
woul d take nine months. You apparently started on August

17. And if it's still going to take nine nonths, you
woul dn't finish the work by Decenber 31
Well, in any event, what happened between

February 11 and August 17? Are you telling me that the
survey was conpleted and the plan was subnmitted as to what
you were going to do, we're off by that much?

MR. TUNNEY: No. You should understand that all of
the line itens on the time line originally presented al so
i ncl ude Engi neering or design tine. So that tine line, if
you | ook at carpentry of February 14, that included the
| ong-term survey.

There are two surveys involved. Initially, as we
i ndicated earlier, there is the safety-related work. The
initial survey was done for safety-related work, to try to
acconplish that i mediately. The second survey is the one
that you see in February through Novenber, and that survey
had to be nuch nore detail ed and invol ved because it
i nvol ves structure and a | ot of other elenents that are
not just safety rel ated.

The sane is true, for instance, in the storm

sewer and the other items. The one time |ine bar that you
saw i ncluded all of the review, the engineering, and then
the i npl enentation.

MR, TOURTELOT: So basically that part of the report
that was handed out in April was not of much benefit in
terms of giving us an idea of when it would be conpleted?

MR, TUNNEY: Well, it was an early assessment based on
the informati on that we had at the tine.

MR. TOURTELOT: And the roof repair -- no roofing had
been done according to M. Van De Kanp's letter

MR. TUNNEY: That's incorrect.

MR, TOURTELOT: The roofing is all conpleted?

MR. TUNNEY: That's correct.
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MR, TOURTELOT: It says no roofing has been done. It
says, "The two barns were beyond repair and were schedul ed
to be replaced. No work has been done and the barns
remain fully occupied.”" Wat's your response to that?

MR. TUNNEY: There again it is a matter of being able
to nove sone of the horse population around to get to the
ri ght barns?

MR. TOURTELOT: You've had probl ems novi ng horses out
of two barns?

MR, TUNNEY: It is a matter of which barns do you
start to sequence the work through

MR, TOURTELOT: It said that they were beyond repair
and were scheduled to be repaired?

MR. TUNNEY: That's correct.

MR. TOURTELOT: -- in the survey.

MR. FENLEY: Did you ever neet with the TOC wi th what
you are doing and gui delines and conments fromthem and
cooperation of the horse racing?

MR. TUNNEY: | believe there's been sonme discussion,
but we have not had specific nmeetings to discuss what our
time lines are.

MR. AUSTIN:. Conmissioners, if | mght interject, Peter
VWhat happened with the TOC and CTT, we had two formal sit-down
nmeetings up north. The second neeting involved the
presentation of the initial time line, also to get input,
reaction. W had representatives fromthe CHRB staff involved
as well. | believe that particular neeting was back in March
wel | in advance of us neeting here before you today, to again
get feedback, response, where we thought things were going,
and generally kick ideas around.

I think what the best | can tell is first of all
I don't want to offend ny friend John Van De Canmp, but his
letter is being treated as absol ute gospel. He's real good,
but nobody is that good. There's a couple of different
perspectives on every side.

We could, I think -- obviously in the past 30
days or 60 days, there's been a | ot of speculation, from
what | am hearing fromyou, that we weren't noving
forward, et cetera, et cetera. This is an obvious exanple
of if it got to that |evel of concern, we should have al
been tal ki ng anongst oursel ves rather than being before
you today going line by line over that letter dated
August 23rd. | had it hand delivered to ne yesterday.

MR. TOURTELOT: The letter, nunber one, is not being
taken as gospel. You are telling us that there are no
probl ens, we're noving on schedule and all of that, and
this is contrary to that. If we were in a court of |aw,
we woul d hear evidence from both sides, weigh it, and cone
to a conclusion. | amnot taking anything as gospel
Unless | amthere and see the beamfalling down, | am not
going to take it as gospel. But it has been presented to
us, and nobody has said it was gospel. W are saying that
this is what M. Van De Canp said, and what do you have to
say? | don't want you to think that | amtaking anything
as gospel .
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MR, AUSTIN: | appreciate that.

MR. TOURTELOT: But the fact of the matter is that
there are people witing these letters saying things that
are different fromwhat you are telling us.

VWhen did your application dates come up for
Gol den Gate?

MR. TUNNEY: Probably on the Septenber cal endar

MR. TOURTELOT: | nean --

MR, TUNNEY: If you prefer, we can defer it to Cctober
and you can see the progress.

MR. TOURTELOT: | would like staff or Conm ssioners to
go up there and look at it.
MS. GRANZELLA: M. Chairman, | just want to say that

I nmet with Peter and Tom Thursday at Gol den Gate and they
expl ai ned, and we went through the book on what was being
done and what had been done and what was pl anned; and then

| was given a tour.
| don't know Brad's exact title, foreman or
somnet hi ng?

MR. TUNNEY: The barn area forenman.

M5. CGRANZELLA: He's not in administration or
managenent; he's the foreman. He took me around. And
had been there, | think, |ast Decenber and seen the
condition of the back stretch back then, and personally I
saw a big inprovenent. There was a |ot of work going on
The pothol es were gone. There were some areas that the
asphalt hadn't been replaced, but everything has to be
done in order, sequentially, and there were a | ot of
repairs going on. | can see a |lot of inprovenent.

And what they are tal king about, the safety
i ssues first, Brad, the foreman, was telling nme that they
had I don't know how many gas | eaks, they had to take care
of that first. And ne being in the landfill business and
wor ki ng with nothing but engineers, | understand how | ong
it takes to do design and planning and inpl enentation.

So | just wanted to tell you that | thought you
guys were moving along. | don't know if you are noving
al ong as fast as everybody wanted you to nove al ong, but |
could definitely see an inprovenent.

MR. AUSTIN: Thank you, Comnri ssioner

MR. TOURTELOT: Any ot her Commi ssioners have questions
on Golden Gate? And then we can go back to Bay Meadows.

MS. MORETTI: | would just make a comment,

M. Chairman, that there are two other opportunities that

m ght be reviewi ng Golden Gate's process. One is

certainly the date that they will be up for license
renewal again.
| understand it will be in September. W can
wait till October, which will give us another 60 days.
M5. MORETTI: | think we will have other occasions to

di scuss Gol den Gate and would |ike to proceed with the
itemthat is on the agenda, which is the approval of
acqui sition of Bay Meadows.

MR NICO.: M. Chairman, If | can, in any event,
continue. | would like to make a presentation. It is
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briefer than the Golden Gate presentation. First with
San Luis Rey Downs. | would ask these gentleman -- they
represent the San Luis Rey Downs trainers. They are going
to tal k about the investnment in San Luis Rey. They were
under no pressure to make any investnent at all. They are
going to tal k about the property and how we have i nproved
it.
So | would ask that Laura cone forward, please.

MS. RQJI ER: Good norning, |adies and gentlenen. W
name i s Laura Rojier (phonetic), and |I'mrepresenting the
San Luis Rey Downs racing organization. The

presentations, back there, | hope you can see them And
bear with me, | amnot a very good speaker

Can everybody hear me?

Okay. In case you don't know, San Luis Rey Downs

is located in north San Diego County. This is the aerie
view. You can see the racetrack right there in the

m ddl e, and the training center -- I'msorry, the training
track is in the mddle. The barn area is off to the
right.

These are all the barns, and we have a brand- new
| arge arena and round pen right there where the arrow is.
And down below that is -- all this land is unused | and
whi ch may someday be nade into barns and other usefu
things, trails and things like that.

Al so up above you can see the buildings up there.
Those are all the apartments where a | ot of the horsenen
and their famlies live. Wen Stronach cane in, the first
thing we did was neet with the San Luis Rey Downs Horseman
organi zation, nmeet with his team And the first thing the
horsenmen did was nake a |list of the things that we thought
were inportant to get done right away. W presented that
list to Stronach, and we are going to show
you now what happened a year later, the top of our Ilist
for emergency repair itenms, and necessary repair items and
then additions to the facility, and then our hopes and
dr eans.

One of the first things was our nmintenance nen
trucks. Sonetinmes they ran, sonetines didn't. Sonetines
sonmebody had to get off their horse and go push his truck
and we got a new one.

These are new door franmes. They took a little
while to get started on these because they built them for
long termand nmade really nice franes that are going to
last for a long tinme. As you can see on these old ones,

they were really dangerous. They had rough edges and they
wer e dangerous for the horses and the horsenen.
The CHRB's nmmi n requirenment was a new safety

rail. The left-side picture, you can see where they were
starting to build. I1t's up here on the right-hand corner
you can see the old rail was old noldy wood, and then in
the end you see where they are painting our newrail. It
is -- also, the safety rail was put on the inside and the
outside. You can see it there. So we have al
brand-new -- all brand-new rail
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We al so had a new arena and round pens put in.
This arena is probably two or three tinmes bigger than the
one we had. Down on the right-hand corner you can see the
old one. It was really hard to get to, because it was out
back. And it was like a pipe corral, which was dangerous
and rusty. The new one is a safer railing and kept in
ni ce shape

We al so have three new crushed ice machi nes that
are really easy to access for the horsenen. |1'mthe human
services project director, and ny purpose is to aid
licensees with whatever needs they and their famlies
m ght experience. Sone of themare very interesting, but
it is aneat job. And that's ne with ny favorite horse
trainer at nmy side.

Qur new track kitchen is light and airy. W have
live plants and pictures up. W have a |lot of extra
chairs. W have checkers and chess games and different
things for the horsenen. We keep a bulletin board there

to keep the horsenen abreast of things that are going on
at the track

These are the old living quarters; pretty rough
These are the new living quarters. Each horsemen has the
opportunity to get his own paint and clean up their
rooms. This young man took the initiative to even put
carpeting and blinds up, and we're really proud that he
did that and made it nice for hinmself. Most |icensed
people at the track have famlies and live off the track

In 1981, you can see in the nountain on the back
there is only one condo up there. Since then, all these
apartnents have been built. Actually they were built,
nost of them by a gentleman, M. Korbeian; and he owns
horses at the site, and he had the foresight to know there
woul d be a I ot of horsemen coming in that needed housing
that was close, and with the schools in the area it has
been a good handl e.

We have veterinarians at the track from6:00 to
8:00 a.m daily, before any of the other vets get there,
in case of energencies.

The fences around the hot wal kers, npbst of them
have been replaced, and they're safer now W have sone
new turnout sand pens for the horses to go out and rol
in. Qur trainers are being encouraged and doing a good
j ob at keeping up the | andscapi ng and naki ng new
| andscapi ng for their barns.

We have new tractors and track maintenance
equi pnent, so we don't have to worry about it breaking

down on the track. Santa Anita track people regularly
visit to check our track surface.

We have new equi pnent in the racing office,
copyi ng machine for the horsemen and conputers. Qur
trainer's | ounge has been upgraded. W have a nice sofa
and we have phone and coffee and things that we need.

We have a new trail to the infield training track
whi ch goes under the main track. And this rail that they
put up, this rail is a lot nicer and higher. W have new
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benches and seating, and the horsenen really appreciate
that. The groonsnen, they can sit down and relax in
shade.

General beautification: San Luis Rey is
beautiful. There it is. That's the gap, horses com ng
On to the gap. Did we have anything before Magna? O
course we did. W had our San Luis Rey Downs Horsenen
organi zati on nmeeting; we had state-of-the-art |arge X-ray
unit with filmprocessor; we had a saddling pad, and we
still have all those things. W have a swi nmng pool. W
have a horse ambul ance. And we have visitor tours. This
is a 4H group. W also have a |l ot of senior citizen
groups cone in, and people that are interested in owning
horses, too. The owners love to cone out and visit. This
gentleman in the mddle actually donated us a carpet for
our human resource office. So we have educationa
sem nars, as Bob Shoe, doing a sem nar on horseshoei ng.
We have our own web site with our daily work hours

avail abl e on our site. W have our own trailers directory
and rmany other anenities. Magna encourages the San Luis
Rey Downs Horsenen Organi zation to continue our support of
this great industry. Hasta la vista. Thank you.

MR, NI COL: Thank you, Laura, for your presentation

Now, | would |ike to ask Lonny Powel| to speak

MR. POVELL: Thank you. Real quick overview,
M . Chai rman, nenbers of the Board, on what's gone on at
Santa Anita, nostly this year. 1In 1999, froma capita
i nvest ment standpoint, some $44 nillion was put into
Santa Anita on the front side of the property, primarily
in the areas of the patron apron, the view ng screens, the
restaurant, of course, and the enhanced entryway in the
facility.

This year, the year 2000, the focus is on the
barn area issues that have affected all the tracks in
California. We will expend sonewhere in excess of
$6 million this year in the barn area alone on things |ike
the waste water retention, upgrading the track, sl eeping
quarters.

In the year 2000 -- or excuse me, since the issue
was raised in M. Van De Kanp's letter about the master
plan, sone tine by the end of this quarter, beginning of
the next quarter, we will have submitted our nmaster plan
into the City of Arcadia on the future devel opnent of
Santa Anita, which includes entertainment activity as wel
as new barn, dormitories, et cetera. That's where we're
at with that.

MR, NI COL: Thank you, Lonny.

We recently secured an area in Los Angeles for
our head office. The corporate people in Santa Anita were
runni ng out of space, so we made a further comritnent in
California.

Last | would like to call upon representatives
from vendors, John Tashjian from Pai ne Webber and Jack
Li ebau, who runs Bay Meadows.
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MR, TOURTELOT: Thank you.

MR. TASHJI AN: M. Chairman, nenbers of the Board,
good norning. M nane is John Tashjian. |'m Senior
Vi ce-Presi dent of Paine Webber. |'malso a representative
of TW Acquisitions, which is an entity of Bay Meadows --

MR. TOURTELOT: Can you hear him audi ence? No.

Speak up. Start all over.

MR. TOURTELOT: Okay. M nane is John Tashjian. 1'm
a Senior Vice-President at Paine Wbber. 1'ma
representative of TWAcquisitions 4, which is the entity
that owns the four acres that is underlying the Bay
Meadows racetrack; and | also represent MOC Acqui sitions
14, which is the entity that owns 100-percent interest in
Bay Meadows Operating Conpany.

We got involved with Bay Meadows in 1996. It's
al ways been Pai ne Webber's intention to own and eventually
devel op the four acres of |and underlying the Bay Meadows
race track.

In the neantinme, we have done our best to support
racing at Bay Meadows. Prior to BMOC, we invested

$24 million to continue racing for the horsenen in the
barn area

In 1997, we reluctantly took ownership of the
BMOC. Patron Anerican was selling it in order to protect
the franchise

And in the near term due to an inability to
attract certain key managers after losing their chief
financial officer, we have put Pai ne Webber enpl oyees in
managenent positions to keep the business running. That
is an act which is burdening our real estate operation.

Recently, in the beginning of this year, there
was an initiative in the city of San Mateo to study the
transit within the city and how it inpacts future
devel opnent. The Bay Meadows property of four acres of
land is part of that transit study and is part of the |and
that the City intends to study and come up with an
eventual plan for.

In order for us to participate in those
devel opnent plans, it was necessary for us to build the
raci ng business. And we tried to do that in the nost
responsi bl e way, and we think we found that in Magna
Entertai nnent. W know they have a | ong-term comm t ment
to the industry and its growth. They have the managenent
expertise that certainly we've cone to respect, and they
have the capital necessary to make investnents in racing
to nove forward

VWhile I've certainly enjoyed ny tinme and ny
i nvol venent with Jack and his team and certainly have cone

to love the sport of racing, | can say Pai ne Webber, as a
securities firm is a reluctant owner

Pai ne Webber itself is going through its own
restructuring, and we expect that the transaction with UBS
Securities will close in Novenmber of this year. And while
Pai ne Webber is a U S. based financial services conpany,
we have no understandi ng of what UBS, a | arge
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nul ti nati onal banki ng organi zation, will bring.
I"l1l hand it over to Jack Liebau
MR, LIEBAU. M nane is Jack Liebau. | am president

of Bay Meadows Operating Conpany and have been such since
Novenber of 1992 and have through at |east two changes of
ownership. And | am happy to report, thankful that the
owners that we've had, first for Patron American
Hospitality, and then Paine Webber, none of them neither
of themever interfered with the day-to-day operation of
the track, and whenever there needed to be an investnent
made, they nade it.

And with that being said, neither one of them was
really interested in being in the racing business and were
in the racing business through happenstance. And sone of
you might recall Patron Anerican Hospitality got in the
raci ng busi ness because Bay Meadows had a tax structure at
that tinme that was thought to be very advantageous, and in
order to secure the structure and tax advantages of that
structure, they had to stay in the racing business. And
because of the hard tines that Patron fell upon, we
then -- their successor was Pai ne Webber

Wth that said, one thing that |I've always
preached is that a racetrack is better off being owned by
those that are interested in the racing business. | think
that one issue that needs to be highlighted here is that
the property on which Bay Meadows is situated is going to
be devel oped. The econom cs frankly just conpel that to
happen sooner or |ater. Everyone knew that was going to
happen, and it now | ooks |i ke Decenber 31, 2002 is the
target date, as far as Pai ne Webber is concerned. \Whether
they're able to secure the entitlenments within that period
of time is frankly open to conjecture because of the City
of San Mateo. But conme sonme point in tinme there is not
going to be a racing oval in San Mateo.

And | think the question that we're faced with
here today is what entity, ownership entity is going to be
able or willing -- and | underline the word "willing" --
to proceed with the continuation of live racing as we've
known it in northern California. And personally at this

point intinme, |I think the answer is obvious in that it is
Magna. Magna has denonstrated a willingness to invest
nmoney in the business, and noney will have to continue to
be invested after the oval, as | call it, at Bay Meadows

is no |longer there.

As far as what happens if there is not an
alternative site at that point intinme, as Peter said, at
this point 60 percent of the horses are shipped in to Bay
Meadows now. We are interested in initiating discussions
with some of the fairs, specifically Al aneda County Fair

as far as a possible off-track site. M. Pickering has
been on his vacation but is here today, and |I'm sure in
the next week or so we will be able to commence those
di scussions in case another track or another facility is
not avail abl e.

Al so, a couple of weeks ago, | attended a neeting
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with the fairs that were concerned about overlaps and
things of that nature, and I would |ike to go on the
record as just repeating what | told the fairs at that
point in time. Racing dates under the |aw are allocated
each year by the California Horse Racing Board, and it
woul d be presumptuous for any racetrack to enter into any
agreement with anyone el se as to what dates should be,
because that's just not their prerogative.

Over the years even Decenber 26 doesn't belong to
Santa Anita. That belongs to the -- sorry, but that
bel ongs to the State of California. And every year it is
deternmined as to whether Santa Anita opens on that
particular day. That is in the judgnent of the Horse
Racing Board. | think I've seen one letter that today
tal ks about selling dates, and no dates are being sold.
There is nmoney being paid for Bay Meadows Operating
Conmpany, and at | east nyself and nmy management team think
that some of the value rests with us, but that's probably
up to argunent, too.

Thank you very much.

MR, TOURTELOT: Jack, you did not say that the

Decenber 31, 2002 anticipated date for Paine Webber to

obtain the approval on the City of San Mateo is overly
optimstic?

MR, LIEBAU: Well, | really haven't been a party to
those negotiations or proceedings, and we all know that it
does take a considerable period of tine to get
entitlenents. And | amsure that at that point in tineg,
if the necessary entitlenents haven't been secured, that
Magna or whoever woul d seek an extension on that
facility. It is only I ogical

Now, whet her Pai ne Webber -- who knows at this
poi nt who is going to be Pai ne Webber in 2002 after their
acquisition by UBS. There is a lot of conjecture.
Logically, if the site is not right for entitlenments,
rather than having it remain idle, you know, Magna or
whoever would go in and try to extend that |ease, and
whoever owns the property would rather have it being used
than sitting idle. That's just conjecture.

MR, FENLEY: Jack, if you don't get an option today,
you will not get one in tw years. It would be very
difficult, don't you think? Nowis the time to get an
option to take over the race dates.

MR. TASHJI AN:  We spent quite a bit of tine thinking
about the tinmetable required for entitlements, and | don't
think it is overly optimstic despite what they have said
in the press recently. So to think that we wouldn't be
within the tinetable is -- that is a business decision we
woul d nmake at some point in time in the future. There is
no reason to | eave sonething idle, but that is a business

deci sion that we would reserve for the future

MR. FENLEY: If this deal doesn't go through today or
at a later date with Magna, is that the end of racing as
far as Pai ne Webber is concerned or are you going to
continue?
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MR, TASHJIAN: | think our primary objective is to
devel op the |l and at Bay Meadows.

MR. FENLEY: | amtal king about the next two years.

MR, TASHIJIAN: | think we will address that after
t hese di scussions are concluded. | cannot give a definite
answer .

MR. FENLEY: | want to know the answer to this

guestion. Why are you buying the rights to race in two
years? 1s there a profit notive init, or is there sone
ot her reason? What is the real reason for buying the
racing for two years?

MR NICOL: It is a good property, and frankly we're
interested in continuing investing in horse racing. It is
two years.

MR. FENLEY: The racing goes away in two years.

MR. NICOL: Right, but hopefully we'll be before this
Board to tal k about what we can do in Northern
California. Conm ssioner Fenley, the problemis with your
i dea of having an option or an extension. | would like to
have one, but frankly they were unwilling to give us one
as far as the negotiations. As far as the negotiations, |
got it extended fromthe sumer of 2002 to Decenber 31, so
we can have anot her neet.

MR. FENLEY: | just think you will have a lot nore
horses on your hands than you'll know what to do with.

MR. NICOL: We are addressing that right now W are
| ooking at different sites, as was nentioned earlier
whether it is the fairs or other pieces of property that

are close. Cearly that property will be redevel oped.
MR, FENLEY: W would like to review those options
t oday.

MR. NICOL: But we can't give you any options today,
because | don't know what the price of the option is in
two years.

MR. TOURTELOT: | want to conme back to that because it
is very inportant.

I wanted to address something else now so this is
on the record for future boards. This application,
assuming it is approved at sone tine, there is no
assurance what soever being given by the California Horse
Raci ng Board that Magna International or anyone else is
guaranteed to get any dates or any other |ocation
what soever. There are no guarantees.

And what you are buying is Bay Meadows Operating
Corporation that has certain racing dates approved; that's
what you are buying. You are not buying a right to any
future racing dates at all. You cone before this Board
i ke anybody else, and that is going to be very clear

MR. NICOL: Yes, M. Chairman, that is clear to us and
we accept that.

MR, TOURTELOT: Going back to Comnr ssioner Fenley's

guestions about the option, | am concerned about what
happens -- | don't believe that -- just from people |'ve
talked to and the people up there and sone past experience
concerning it's all going to be signed, sealed, delivered
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regarding entitlenent by 12/31/2002 -- | hope it is.
Despite your conmitnent and your statenent before this
Board today that Pai ne Webber is commtted to racing at
Bay Meadows, despite that, | hope you do get everything by
2002, but | don't think you will, because it is just a |ot
of things going on up there; and until they get that whole
transacti on worked out -- assuming you don't, in my mnd
there's better than a 50-percent chance that you're going
to end the year 2003- 2004 without your construction

go-ahead. | amvery concerned that you have a definitive
agreenent, which by the way was given to nme this norning
It wasn't Magna's fault. |t was delivered |ast night

apparently to nmy hotel

MR, NICOL: Just to set the facts straight,
M. Chairman, | arrived from Toronto on the 23rd, which is
the first time the definitive issue was addressed. W' ve
applied for two applications based on a letter of intent.
We confirnmed with the conmm ssion staff that no additiona
docunentation was required. As soon as | got off the
pl ane, Jack Liebau contacted me to say we needed a copy of

the definitive agreenment. | went to our offices.
finished talking to John, who was in New York. He signed
the agreement. |Immediately when it was finished, our

counsel worked late into the evening, and they sent it

over on Wednesday evening

The letter to you is dated August 23rd that we'l
get to you imediately. 1It's been sitting at the hote
for nore than a day. And | actually this norning checked
with the law office, Meyers, to confirmw th their courier
service as to when it went out.

MR, TOURTELOT: That nmy very well be. | got it this
nor ni ng
MR NICOL: | think the issue we're debating is the

credibility of Magna Entertai nnent Corporation and our
conmi t ment s.

MR. TOURTELOT: No

MR, NICOL: Well, frankly, when we are asked sonething
by this comm ssion, we nove inmediately.

MR, TOURTELOT: |'msorry that you feel that your
credibility is in question. No one is questioning your
credibility at all

M. DeMarco asked nme this norning if | had seen

the definitive agreement. | said, "No. It was supposed
to be delivered here.”
MR, LIEBAU. | would like to say one thing, if I

coul d, perhaps as a bystander, but as a horse owner and
someone who does run horse racing in Northern California
| take it that Decenber 31, 2002, at |east we know we are
going to be running at Bay Meadows until that point in
tinme. It is possible, whether it is 50 percent or it's
60/ 40 or whatever, maybe there's a chance we'll be there
afterwards, but there is a significant chance that you

will not be at Bay Meadows after Decenber 31, 2002, and
that's why we need to be owned by sonmeone, Bay Meadows
needs to be owned by soneone who is going to nake an
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investnment in racing in northern California.

| can't speak for Pai ne Webber, but | ampretty
sure that Paine Webber is not interested in buying other
property and naking an investnent in racing. Believe ne,
there aren't many people around today that are willing to
do that. And | think that our best chance of continuing
to have the facility, whether it be the Sacranmento area,
whet her it be the East Bay area or wherever, is under an
ownership that is interested in being in the racing
business; and | think that that is the issue that is being
presented here today. And | think that John Tashji an
nmght be willing to say that he does not think that Paine

Webber is going to be | ooking at $100 mllion investnent
or so in Northern California to be in the racing
busi ness. You don't -- Wall Street doesn't give high

multiples to the horse racing business.

MR. TOURTELOT: The fact that we approved two letters
of intent deals in the past is irrelevant. Maybe we
shoul d have gotten back and undo that, if we could. |
think that the prudent approach would be for this Board --
it sees the final agreenment before it gives approval.
That's my belief today. Forget the past. That's nunber
one. | will not get into an argunent about who delivered
what when. Al | knowis it was hand delivered to me this
norning. And the fact is that the |lease is not signed.

One commi ssioner has raised the issue of what
happens at the end of 2002 if you don't have -- if Paine
Webber doesn't have the ground-breaki ng pern ssion, what
happens to racing? This only goes to 2002. W cone with
our hat in our hand to Pai ne Webber, and M. Fenley has
said that he questioned that why you couldn't get the
option now, because they wouldn't give it to us. They
m ght very well give it to you if the Board provi ded sone
provision that if Paine Wbber didn't have the okay to go
ahead with their ground breaking by the end of 2002, that
you woul d have an option to extend this so we would have a
continuity of racing.

MR, TASHJI AN: | can say that Paine Webber -- it would
be a separate business decision that would be nade in
2002.

MR. TOURTELOT: Why?

MR. TASHJI AN: We want to reserve our options at that
period of time. It is a separate business decision that
is outside of this firm

MR. TOURTELOT: Sir, you are the one that cane before
us, and when | asked you the specific question about your
conmmitnent to horse racing, you said Paine Wbber is
committed to horse racing.

MR. FENLEY: | asked you if you were going to flip
this, and you | aughed. And you said, "No. W are in this
for the long haul."™ | renenber that very well

MR. TASHJI AN: | do renenber your question. You said

we were not going to turn around to Magna --

MR. FENLEY: No, | didn't say to Magna. | said to
turn around -- Magna wasn't in the picture, and here you



03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
0057
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
0058
01

are, flipping it.

MR, TOURTELOT: Now you tell us that you can't make a
busi ness decision for themso that the California Horse
Raci ng Board woul d know there is some continuity and there
woul dn't be a gap and they wouldn't be held --

MR. NI COL: Everything is approved on a yearly basis.

And all we are asking is to run this until 2002. If they
have not gotten their entitlements we will discuss with
themrunning it. 1t only makes econonic sense. And what

Jack said earlier about the conpelling econom cs of that
land is that it be redevel oped, the decision of Paine

Webber as businessnmen -- | can't conjecture what they wll
do, but clearly they have revenue com ng out from running
horse races; but we will be interested in doing it then

There are a nunber of things that we have not
decided to do. Sone of the equi pmrent we have not deci ded
to purchase because we have the rights at the end of the
| ease to make the decision whether to buy them The
definitive agreenent is signed and the closing | ease would
be signed because the lease is the only operative
agreenent at closing.

MR. LI EBAU: Jack Liebau.

I don't nean to be argunentative, but what |
don't understand, when we're tal king about continuity,
what assurances are there of continuity right now? | have
a better chance of having continuity with my -- it's not

mne, but | sonetinmes talk in those terns -- with Bay
Meadows bei ng owned by sonmebody that wants it to be in
raci ng and has denonstrated a willingness to invest noney
in racing. That gives Bay Meadows a better chance of
continuity.

M5. MORETTI: May | ask a question?

Jack, kind of stepping back a second, when we
were tal king about the displacement of horses, | fee
confident, being in Northern California, that there are
pl enty of places, whether it's Pleasanton, Cal Expo -- |
mean, there are a lot of places within the appropriate
driving distance to locate. | don't have a problemwth
t hat .

My question is, do you have any projections on
how many people or jobs m ght be displaced?

MR, LIEBAU: Well, | think it is a wash as far as jobs
is concerned; | nmean, if there is a new facility sonepl ace
for people that used to be at Bay Meadows.

MR. FENLEY: \What if there isn't a new facility, Jack?
What if there is a training track versus a new facility?
You don't know today. You cannot guarantee this Board
that there is going to be a new racetrack there.

MR. LI EBAU. Absolutely correct.

MR. FENLEY: You are hypothesizing on everything being
on a new racetrack. Let's get off of that one, Jack
Let's tal k about no track or a training track

MR. LIEBAU. If there is no track, then there would a
consolidation of racing dates at Gol den Gate Fields.

MR. FENLEY: Correct.
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MR. LI EBAU. Assuming that there is no new training
center, there would have to be an expansi on of the stable
area at Al aneda County Fair. | cannot speak for the
Al aneda County Fair, but | would think that econonmnics
woul d dictate that they are sonmehow going to be -- have to
be subsidized for carrying on that training activity, and
that subsidy is either going to have to cone fromthe
stabling and vanning fund or directly from whoever owns
that track.

Now, as far as what has been in the paper and is
a fact, there is a site in Dixon that is somewhat
controversial anmong the trainers and other people, owners,
but that Magna Entertai nment has entered into purchase
agreenents for land that would ultimtely be used as a
training center or as -- a newtraining center or as a
racetrack or whatever.

Now, al so as has been reported, there's sone
guestion as to whether Dixon wants it to be there. And it
also is that if Dixon turns out that it doesn't want it be
there, | amsure that Magna will pursue other sites in
Northern California.

MR, TOURTELOT: Let ne read a paragraph froma letter
| received from Al aneda County Fair, which | think is on
what we're tal king about. This is not what gave ne
concern about what we've been tal king about. | just want
toread it to you.

"G ven the tortuous nature of |and use planning

in California as a workable," quote, "internediate plan,"”
unquote, "has presented to the CHRB to address any tine
gap between the closure of Bay Meadows and opening of a
new Northern California supertrack or renovati on of Gol den
Gate Fields. Tinme gaps between what now exi sts and what
may exist in the future generates uncertainty in the
racing industry and may lead to a significant shift in
horses from Northern California either out of state or to
Sout hern California."

This is what Conmi ssioner Fenley's concern is and
nmy concern. You're all shaking your heads |ike we
shoul dn't have that concern, but we do.

MR. LI EBAU: | think you should have that concern. And
the question is, who is going to be better able to address
those issues? That's really what you're faced with today.
Is it going to be Bay Meadows owned by Pai ne Webber, or
Bay Meadows owned by Magna? | think that is the issue.

I think certainly everyone wants racing to
continue in Northern California. There's no question
about that.

MR. FENLEY: Those two options are exactly what are
out there, and that's it.

MR, NICOL: Exactly. |If you look at this industry, it
is avery fragile industry, and there are few conpanies
that are willing to put up the noney and the capita
required to sustain racetracks. W are prepared to go
f or war d.

Regardless if it is us or anyone else, the
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reality is, Paine Wbber wants to redevelop this land. At

some point there will be a gap, or naybe not a gap, but
we' re capable of sustaining the site. As Jack nentioned,
we're | ooking at other locations as well. It is very

difficult to get a track. As you know, a |ot of
conmunities don't |like racetracks. So we are starting
right nowto |l ook at an alternative. |If we are not doing
it, no one will be at Decenber 31, 2002. If Paine Wbber
has their entitlenments, that track won't be there.

MR. FENLEY: | feel like I'mat a checkmate here.
That's the problemwi th this.

MR. LI EBAU: Conmi ssioner Fenley, | don't think we're
up to checkmating you.

MR, FENLEY: | would |ike some other options here. It
is just that the racing -- the total control of racing is
with you at this point, if we approve this; no
conpetition. And everything falls out fromthere for al
the other factors related to horse racing, the trainers,
the owners, everybody, | abor

MR, NICOL: W are a good corporate citizen. There

are very few conpanies -- everybody knows who the
conpani es are that might be able to nmake investnents in
horse racing. Keep in mnd that somebody who is willing

to deal with Bay Meadows has to take the specul ati on which
is very expensive, and are going to do and rmake the union
to accept the new track in Northern California. W' ve
publicly said we are going to try to do that, but we have
to start now.

Many of you are in the construction business.
You know how long it takes to construct let alone the
approval process. Unless sonebody is working on it now,
there will be a problemin the future. | think that
everything that we've done proves what kind of corporate
citizen we are

MR. FENLEY: | would like to hear fromthe trainers
and TOC.

MR, TOURTELOT: M. Nicol, | have no objection to
Magna doing the deal. M concerns are that -- | know what
the feeling is, and ny concerns are about the potentia
gap. Let me continue here. | have -- you're preaching to
the choir when you tell me that Magna is good for
California. | absolutely totally agree, and | am happy you
are here.

That's not ny concern. M concern is not in that
direction at all. It's about the gap and about ot her

probl enms, the problenms that were addressed when | read the
letter from Al aneda County Fair, and | don't understand
why Pai ne Webber will not agree to -- that Pai ne Webber
will not agree to give you an option in the event they are
unabl e to devel op the property by 2002.

MR, NICOL: | can speculate for themif | were in
their feet.

MR. TASHJI AN: | can speak to it. As | said before,
it's a separate business decision. It's just -- | can't
predict what will occur in 2002. There is plenty of
specul ation as to the ampunt of time it takes. W have
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our own view based on our experts' opinions. And just as
| said here a year and a half ago, | cannot predict -- the
City of San Mateo will nove forward on this study. |
cannot predict what will happen in 2002.

MR. TOURTELOT: | feel that | amtotally m ssing
sonmething. If | aman apartment house owner and it has
| eases with the tenants, and | build a supercondom ni um
structure, | tear down the existing apartnent houses and
build a condom nium structure, everybody has a | ease.

They get an option to extend if in fact the permt process
takes longer for himto break ground on the condoni ni um

| just don't understand what's going on here. |'m m ssing
it.

MR. LIEBAU. | would Iike to address --

MR. FENLEY: Let ne say this. |If we made this
application approved on the basis that Paine Wbber gave
you an option, would that not separate this as a separate
busi ness decision in making it conditional on us approving
this application?

MR. PILLON: M. Fred Pillon, counsel for Paine
Webber. Speaking to that specific issue, you know, |
understand the question thoroughly, and I think that you
know obvi ously as a business matter in 2002, if the
entitlenents are in place, | amsure that everyone wl|l
ook at this rationally and do the rational thing. The
i nterplay between the present business, as profitable as
it is, the entitlenent process, the very conplicated
nature of what is being undertaken, and the City of San

Mat eo and ot her agencies is such that it really creates a
ki nd of overall structure of moving forward that really
mtigates against at this point maki ng any decisions with
respect to Bay Meadows beyond that tinme frame. And it's
the interplay in reality between all of those things that
creates a very difficult situation from Pai ne Webber's
perspective for being able to nake any commitnents beyond
t hat .

And in addition to that, as John nentioned
earlier, you have the overwei ghing interplay, which
they're subject to at this point, of not really know ng
what the corporate direction with respect to Bay Meadows
generally or racing in particular is going to be at the
end of this year after United Bank of Switzerland acquires
Pai ne Webber. So they are in a fairly precarious
situation, since they know what their plans are today, and
t hey know what they would want to do. They don't know
what their new owners are going to be willing to do, what
their bigger commitnent or |esser commtnent to Bay
Meadows and racing nmight be; and they are doing the best
they can in order to cut a deal with basically soneone who
we all feel is really conmitted to horse racing.

| have been before this commission for the |ast
ten years on various matters representing various owners,
and to ne this is a bittersweet neeting in the sense that
i f Paine Webber sells Bay Meadows, | will be out of the
horse racing business, too. But | think it's clear that
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01 to the commitment that Paine Webber made to horse racing,
02 the entity that really has the wherewi thal and the desire
03 to continue racing in Northern California.

04 And you know, that's kind of a |ong answer to
05 vyour question, but you knowit's very difficult at this
06 point from a business perspective to nove beyond the dea

07 that is on the table sinply because we -- from Pai ne

08 Webber's perspective, they don't know what position they
09 will be in at the end of the year

10 MR. TOURTELOT: |I'mstill as confused as before, but
11 that's not your fault. Let ne read one nore tine the

12 sentence | read before. "Tine gaps between what now

13 exists and what may exist in the future generates

14 uncertainty in the racing industry and may lead to a

15 significant shift in horses from Northern California to
16 either out of state or to Southern California." This

17 application is to be approved or not approved based upon
18 what we find the best interest of racing. W're talking

19 about this potential gap. W' re getting nowhere. | don't
20 understand, with all due respect to your answer, | don't
21 understand the reason for it.

22 MR. LIEBAU. If | can address the gap. | think there

23 is asinple to answer to it. Magna is in the best

24 position to assure that there is no gap. Magna owns

25 CGolden Gate Fields. |If worst cones to worst, Magna woul d
26 be able to enter in a agreenent either with Cal Expo, San
27 Joaquin County Fair, the Alaneda County Fair, or the

28 Sonoma County Fair as far as auxiliary stabling is
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01 concerned so there would be no gap. That is not the best
02 solution, but because Magna controls CGol den Gate Fields,
03 they are in a position to guarantee there would not be a

04 gap.

05 MR. TOURTELOT: But they don't control the dates.

06 MR. LI EBAU. They do not control dates.

07 MR, TOURTELOT: The Horse Raci ng Board controls the

08 dates.

09 MR. LI EBAU. Absolutely correct.

10 MR, TOURTELOT: Everything you said, Jack, is prem sed
11 upon Magna being able to do what it wants with the dates.
12 MR. LIEBAU. It's not. It's sinmilar to a situation

13 where you have Bay Meadows Operating Conpany that woul d

14 come and apply for dates and have a |l ease on a facility,
15 simlar to the situation that you now have at Hol | ywood

16 Park where you have two different operating conpanies.

17 It's ny recollection.

18 MR, NICOL: If I may go back for one nonent, in terms
19 of the delivery of the definitive agreenent, this is a

20 sinple transaction. The definitive agreenent doesn't have
21 anything nmore than the letter of intent. What | said at
22 the outset, we are paying cash for the BMOC and entering of
23 the lease; that's the transaction. The only thing we did
24 in the definitive agreenent is forward paynments under

25 rent, but that's the only change. There is nothing else
26 than what |'ve told you.
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MR. FENLEY: | have to ask a question
MR. NI COL: | al so have counsel here who drafted

the --

MR. FENLEY: VWhy are you neking this investnment for
two years when this is going to laps, and you have a
handful of problens, as opposed to not meking this
investnment? Let it |aps and nmake your own investnent
separately.

MR, NICOL: Right now we are very conmitted to
investrment in California

MR. FENLEY: Explain this investnent in Bay Meadows.
VWhy are you investing in California if it is only going to
| ast two years?

MR. LIEBAU:. | know the econom cs

MR. FENLEY: | want himto answer the question, Jack
He's the buyer.

MR. NICOL: The econonics justify it based on the
earni ngs of Bay Meadows over the next two years. | am
hopeful, at the end of that two-year period -- | realize
all power with respect to horse racing rests with this
commi ssion. | realize that we have to get approval each
year. There is no guarantee on dates. There is no
guarantee that we will get approval if we buy a new
facility and nove Bay Meadows to that new facility.
appreciate that fully

But | am hopi ng, based on our performnce of Bay
Meadows over the next two years, that for this committee
to make a deci sion then about who should have a right to
continue Northern California dates in the future at a new
facility, you will be convinced, because of the

comm tments we nmade during our tenure with Bay Meadows,
that you will want to extend the dates. So Comm ssi oner
Fenl ey, there's a good business reason for us; first for
the hearings and secondly about our position

MR. FENLEY: Wy is Paine Webber wal ki ng away from
those great earnings for the next two years? Even though
the operating agreenent will expire, why are they wal king
away from those earnings?

MR. NI COL: Because we are paying for those earnings
up front.

MR. FENLEY: Wth all due respect, when we tal ked two
years ago and | said here, "Are you going to flip this?"
And you said, "No, we're in here for the long haul" --

Here you are flipping it for a profit notive. | just
don't like that.
MR, TASHIJIAN: | don't think we are flipping it for a

profit notive as nuch as we are trying to cone up with a
responsible exit at this point in tine, so we can pursue
the devel oprment opportunity that exists today that we were
not aware of when | nmet with the Board last tinme. This
allows us to exit the business, put it in the hands of an
organi zation that's conmmtted to racing

MR. FENLEY: | understand.

MR. TOURTELOT: | think that Paine Wbber intends to
do that. I'mfrankly very happy that Magna is invol ved.
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And there's no question it's going to be better for the
state of California, for Bay Meadows, than to be run by a
conpany that is not involved in horse racing. There's no

guesti on.

Goi ng back to tying up sone of these |oose
ends -- I'mnot going to read the sentence again, | read
it twice, but that's the concern that | have. And it
seens to me that there is still some reason why it doesn't
i rpact Magna at all. Magna cannot exercise the option on
their new park in two years and | eave Pai ne Wbber sitting
with land and a racetrack -- an enpty racetrack for two

years to 2004. M. N col shouldn't be sitting here
objecting to what | am saying unless there is sone deal
don' t under st and

MR. NICOL: | amnot objecting at all, M. Chairnman.

MR. TOURTELOT: You just said that they wouldn't do
it. | understand. But | amstill -- 1 guess | just got
out of the stupid side of the bed today, but | don't
understand why that couldn't be part of the deal. | nean
you all cane to us and said, "we're comritted to horse
racing, and we're in it for the long haul," and now you
are here two years |l ater saying we have to get out of this

deal. And the Board is saying there's an inpedi ment
because what happens at the end of the two years? | don't
want a gap. |'mnot going to read the sentence again and

say that's a business decision and two years from now we
don't know what we're going to do
MR. FENLEY: And | can go back to the question that |

rai sed before. |If we said we are not going to do the
application until we are given a year option, then that
becones very forenpst in whether you will want to go on

with the deal or not, doesn't it?

MR. TASHJI AN: | suppose | can commit to that.

MR. PILLON: | think there is just a little bit of
di fference of opinion how |long the entitlement process is
going to take. And | think that once again it's a hard
thing to explain, because the inpact of --

MR. FENLEY: Can we selfishly say that as far as
racing is concerned, we don't know if we're going to need
the option -- or Magna is going to need the option either
but we need it to protect ourselves, just like you want to
protect yourself right now and have it all at the end of
2002. Let us have the other side, too. |If you say there
is a difference of opinion in the entitlenment process
| ength, hey, what you're saying is that you believe it is
going to be conpleted by 2002. And M. Tourtelot is
saying it will take longer; then that is all the nore
reason why you shoul d not be objecting to an option,
because you know at the end of 2002 that the thing is
going to be under construction and the option wouldn't
cone into play.

MR. TASHJI AN: The difference of opinion would be with
the City of San Mateo. Certainly if we're not at that
point at the end of 2002, that would be a sound business
deci sion to continue whatever operations we had within San
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Mat eo.

MR, TOURTELOT: W are charged with doing what's in
the best interest of the state of California and racing in
California, and it is not in the best interest of

California to approve sonething right now that gives you
the option of a situation in two years to hold them over.

MR. LIEBAU:. Can | say something as a friend of the
conmi ssion that | think maybe shoul d be said?

MR. TOURTELOT: \What?

MR. LI EBAU: | would suspect that the owner of the
property believes that there is a better chance of the
regul atory authority approving the zoning if there's a
chance that the City of San Mateo would lose its tax pay.
I"mnot ascribing that viewpoint to Paine Wbber or
anything else, but I mean -- we can keep going on here,
but when you get to the bottomline, if | owned the
property, that's what | would be doing. And | would be

going with themright up to the end, saying, "I need to
get this done or it will get shut down and there's not
going to be anything here."

MR, TOURTELOT: | totally agree. |It's a subjective

notivation; but the planning departnment and the taxing
departrment, they don't hold birthday parties together

MR. LIEBAU. In the City of San Mateo they do because
they are | ooking for their salaries.

MR, TOURTELOT: | don't disagree with what you are
sayi ng.

MR, NICOL: M. Chairman, | appreciate the efforts of
the comrittee to try to inprove the situation for MEC in
terms of what will happen in Decenber of 2002
Unfortunately, as part of the negotiations, usually you
have to give up something to get sonmething. And frankly,

when | talk to Paine Webber about the |ongest tine that we
could have -- first of all, it was in the sumer of 2002,
and then it was extended to Decenber 31, 2002.

I don't necessarily want to be on the hook if |

ask for some extension beyond Decenber 31, 2002. | don't
know if that's in the best interest of -- because if we
are going to actively look for alternative |land -- because

they are going to redevelop the land, we are going to
actively do that. W have to pick a site that this Board
is happy with. | don't want to make a comitment to run
if we make a lot of investnments in this facility.

MR, TOURTELOT: | don't understand any of that because
you don't have any obligation to exercise the option.

MR NICOL: We will insist that we stay there. That's
the difficulty with the commttee intervening.

MR, TOURTELOT: You don't have to exercise the option.

MR, PILLON: | think what M. Nicol is saying is that
Pai ne Webber, in the contract negotiations, would probably
cl ose the door on that option. |If you wanted them beyond
2002, Pai ne Webber would say, "If we don't have our
entitlements, we will stay there beyond 2002, because we
want the revenue.” It is kind of a two-way street.

MR, FENLEY: Whuld the Board feel better if Magna
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came and said, at the end of 2002, if there is not a new
facility, we're going to cone to the Board for race dates
for Golden Gate? Wuld that be a better option?

MR. TOURTELOT: There is opposition to having nore
race dates at Gol den Gate.

MR. LI EBAU. Mst of that opposition comes from
M. Stronach, because there has al ways been the plan in
the background -- as far back as 1995 or 1996, the
California Jockey Club proposed to sell the property and
to consolidate with Gol den Gate Fields.

MR, TOURTELOT: | think that may happen. That may
happen.

MR. FENLEY: In other words, we need some assurance
that that gap will not --

MR NICOL: | think this is a good point, Conm ssioner
Fenley. What | am prepared to say about what wi |l happen

in Decenber 2002 is if Paine Webber hasn't got an
entitlenent, they can't redevelop the |l and and we don't
have an alternative site that this Board is happy wth,
then we will conme to this Board and | ook at the issue of
whet her or not we should extend the running dates at Bay
Meadows.

MR. FENLEY: | can assure you, with the regulatory and
all that, you will not have a racetrack up and ready to go
in January 2003.

MR. NICOL: |f Paine Webber has their entitlenents by
this date, if they're right about the tine, the only party
that can legitimately shift these races to is the site --
the best party to have a site for that is us at Gol den
Gate. It follows a chain of logic, that we're the best
beyond Decenber 31, 2002

Because the gap will exist whether we are here
today or it is another conpany or soneone else. The

reality is Paine Webber is nmoving out of this site, and

the best party to westle with that gap i ssue -- because
we are working now. As you say, it is a lengthy process
involving a lot of politics.

MR. FENLEY: We want to see better alternatives. At
the end of 2002, you're out.

MR. NICOL: |If that's not the case, then we are
willing to undertake -- if Bay Meadows is avail able, we
are willing to undertake and we are willing to negotiate
with Bay Meadows -- or with Paine Whbber with respect to
runni ng at Bay Meadows beyond Decenber 31st.

|"msure they don't want to set the price for
what that lease is going to be in the future. Frankly, we
are responsi bl e busi nessnen. We're used to negotiating
transacti ons.

MR. FENLEY: You wouldn't like the option, though?

MR. NICOL: | would love the option. | know what
they're going to cone back with on the other side.
expl ored | onger dates with --

MR. TOURTELOT: Let ne reiterate what | said. | am
very nuch okay with Magna in this deal. | amvery nuch in
favor of Magna in California
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I've always felt, the seven years |'ve been on
the Board, it's the Board's obligation to do what's in the
best interest of racing in the state of California, to
hel p the business. W're all in this together. W want
to see California racing prosper. Wat's your comm tment?
I have a financial commitnent, and it's always been ny

view that we are here, within the law, to help you.

And Friday night racing at Holl ywod Park was
like Chicken Little saying the sky is falling. W thought
it would be a good idea to try it and do sonething
different, and it turns out for a while to be very
productive. So that's the attitude |I think the Board has,
but we're trying to fill in some gaps.

I would like to hear from anybody in the
audi ence, unless the Conmi ssioners have sonme questions.

MR. VAN DE KAMP: Good norning, M. Chairman. |'m
John Van De Kanp, President of TOC. First of all, | would
just like to tell the Board that | think this discussion
today is probably the best and nost illum nating
di scussion |'ve heard since | have appeared before the
Board. | think the Board understands the issues that are
in front of you here, and | think that the dial ogue has
been extremely val uabl e on both sides.

I have to conme to the conclusion, after
listening, that we recommend to an appropriate course of
conduct, and that would be to continue this hearing unti
Sept enber 22nd, to see whether or not sonme of these
guestions could be answered; because today, a |ot of the
guestions have resulted in representations, pronises. And
I'"'m sure they' ve been nmade in good faith, and I think in

the next 30 days, that some of these will conme to
fruition, and | think the Board will feel a lot nore
confortable if sonme of these things will be resolved.

MR, TOURTELOT: What are you tal king about, John? W

have an issue of a potential gap and how that mi ght create
uncertainty in the racing industry. And then we have

Gol den Gate, and | think we all agree on CGol den Gate.
That's an issue of great concern to us, the progress. It
doesn't really inpact this application unless it was
Decenber 31st right now and nothing had been done. It
woul d obvi ously inpact the credibility. They have said
things are nmoving along, and they are going to conplete it
by Decenber 31.

That's over here, and we've heard -- we want to
hear nore about that perhaps at the Septenber neeting. But
I think what we're down to is the gap and the option and
no option, and |I think that pretty well convinced us that
they're -- that they're not going to give the option for
what ever reason.

MR. VAN DE KAMP: Let me speak to that, if | may,
because you have to look at this as part of the whole.
The one thing that has not been nentioned in the letter or
here today is that the reason they cone before you is that
you're granting thema real nonopoly in California
racing. Magna will have over 300 days of racing in the
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next couple of years if this is approved.
And that may be justified, but | think they have

a very heavy burden to do that. It nmeans that in Northern
California, except for the fairs, you have two entities
under one control. You have really the largest facility
in Southern California, Santa Anita, and Cak Tree,

basi cal |y under one control. Add that together, that is

an enornous power base here in California.

You have to recogni ze the wonderful presentation
by Ms. Rojier about their purchase of San Luis Rey Downs.
And they came to us at the stabling nmeeting with a request
for subsidization of $1.7 mllion

I think you have to | ook at the questions that |
try to raise. None of them are absolutely definitive
The Gol den Gate progress -- and we tried to be as fair as
we could in that we spelled out what had been done and
what had not been done. Clearly the track is in good
shape; we said that. Sone of the needed repairs were
done. Charlie Dougherty, who's here, who has been
on-site, can perhaps tell you a little bit nore about
that; but this is a work in progress. And | will tell you
in the next 30 days you will have a pretty good idea as to
how far along they are going and whether it is a sustained
effort.

Wth respect to Santa Anita, we've been told that
by the end of the quarter we will have a phase 2 report, |
guess, submitted to the City of Arcadia; fine. | would
like to see what they are planning to do and | think the
Board woul d, too

Wth respect to this transaction, they said that
they filed the definitive agreenment with you today. W
haven't had a chance to see it. It may not really tell us
very much, as has been indicated, but it would be
interesting to see.

Wth respect to the issue that you've been

tal ki ng about --

MR, TOURTELOT: It doesn't cover the issue |'mtalking
about. | read it. |It's a typical, 95-percent boilerplate
with nost of the provisions in the file, 95 percent of
them And what's really in there that is of substance is
the letter of intent. And the only thing | was | ooking
for was whether or not it addresses the issue of an option
at the end of 2002, because | am convinced it would not be
out by 2002.

MR. VAN DE KAMP: | think that is a fair inquiry.

And | have to believe that such an option could be
devel oped. And it's -- good |awers do it all the tine.
And in terns of setting the price, good |l awers do that
all the time. And in setting |l ease arrangenents, the
option can be carefully worked out. | understand that
they're having trouble --

MR. TOURTELOT: We're in a high-priced poker gane in
that -- Conm ssioner Fenley alluded to it, and that is if
we are not going to approve because you woul dn't give that
option, then Pai ne Webber can -- whatever is done as a
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result of our decision, is that in the best interest of
racing for California? |If the Swiss bank said, "You know,
"We're going to show that Horse Racing Board; we're
shutting down that track," would that be in the best
interest of racing? | don't know what they would do. Now
it's their turn. | don't know if playing that poker gane
is in the best interest of racing in California, because
they said we could go to Gol den Gate.

MR. VAN DE KAMP: Sonetimes when people are sent back
to the table -- you indicated the inportance of having an
option if the property does becone available. M guess is
that within the next 30 days, if that's what it amounts
to, the odds are that -- nmaybe it's 50/50, 60/40 -- that
they will come back. 1'd give themthat opportunity.

MR. TOURTELOT: The thing is, they have brought up the
fact that they could all come before the Board and get the
dates for CGolden Gate. And you know, people wouldn't
think we were insane if you said one day | think there
will be one racetrack in Northern California. That's not
totally outside the real mof possibility.

So that kind of convinced ne that maybe, you
know, the power shifts to them because if at the end of
two years Pai ne Webber is |ooking at another year to two
years for entitlenent, maybe they say, you know, they have

a deal for Paine Webber to stay there. It can be a
positive thing for Santa Anita, at the end of 2002, to
cone in and say, "I want those dates.” How do you show

ownership of those dates when Bay Meadows goes away to
apply for those dates --

MR, NICOL: Everything rests with this comrttee to
make a decision. W nmke the huge capital investnents,
but we have no --

MR. FENLEY: -- saying, | want those dates in at
Gol den Gate?

MR, TOURTELOT: That would be up to their reputation
and what they've done. And it's up to the Board to nmake a

deci sion. That would be great.

MR. FENLEY: They can cone in and nmake a
presentation --

MR. NICOL: Qur conpetition can cone in -- as the
Chai rman has enphasized, this is a two-year period within
the next two years that if a third party says, "W're

willing to take those dates on" -- keep in mind they're
going to have to spend a couple of hundred mllion dollars
to get inif they are going to be anywhere el se, San Mateo
to establishing a new facility -- "I will nmake that
investment and | will ask for those dates."

They will have to have the track up and running,

but you are going to be granting dates for that year. So
that's why we're working right nowto find a |location. W
have to move with speed to be able to do that, and | think
people are right here in the commttee saying that there
may be additions as to Paine Webber gets off that [and in
time or we're able to get a new facility up or not.
There's a variety of issues, but we as a corporation are
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willing to handle our end of the stick.

MR. FENLEY: Pai ne Webber needs to protect their
option and we need to protect the State of California
because there is a |l ot of revenue here that will go away
if that closes and there's no gap filled in.

MR. NI COL: Conmmissioner Fenley, that's their

decision. If they want to close it down and not run it,
that's their business decision.
MR. FENLEY: | would rather that the option to

continue until --

MR NCOL: | will tell -- have told you if those
dates are open in Decenber of 2002 with no new facility,
we will ask for this facility for an ability to run those
dates, and we will hopefully be able to negotiate with
Pai ne Webber; noreover the subsequent date is on
comercial terns.

MR. FENLEY: Sorry to cut in, but the deal is to nmake
a deal with Paine Webber. It will not be in 2002.

MR, NICOL: W are confortable with our working
relationship with Paine Webber over the next two years.

MR. NICOL: We are tal king about the offer to extend
and negotiate what the terns are going to be. That's the
normal comercial terms we are used to.

MR, TOURTELOT: At the end of the two years they can

have a facility or they can decide to go. | don't know if
they get to keep Bay Meadows out st andi ng, but

Pai ne Webber will have to make a deal with you to keep you
there. |If you have another alternative --

MR. NICOL: Exactly, and all of it has to fall under
your authority to say yes or no, no matter what we do at
that point.

MR. FENLEY: | don't see that scenario happeni ng where
Pai ne Webber woul d nake you guys stay longer. | see them
out of there.

MR. TOURTELOT: If it's going to be vacant for two
years because they don't have the entitlenent.

MR. NICOL: They want to cone in and talk to us --

MR, FENLEY: For a year.

MR, TOURTELOT: Maybe at 4:00 in the morning it will
hit ne.

MR. VAN DE KAMP: One last thing. Wat we're hearing
today from Magna, and I'msure it's said in good faith, is
"Trust us. We're going to do these things; whether it's
Gol den Gate, whether it's, you know, other activities in
Northern California, it's all going to cone together."

And | think you need, to the naxi nrum extent possible, to
find sonme certainty in all of this. That's why we said
this is not ared light fromTOC. It is not a green
light, but a yellow one.

MR. TOURTELOT: People run through yellow Iights al
the tine.

MR. VAN DE KAMP: They nmmy, but they shouldn't.

MR. TOURTELOT: When Magna canme to California, | was a
little nervous about their plans. But when he put in the
front runners for the thing, | becane a believer that a



19
20
21
22
23
24
25
26
27
28
0082
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
0083
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17

man can put his noney where his nouth is. No one would
have invested a lot of nopney in the quality of the
construction and i nprovenents up there if he wasn't
interested in staying and settling in racing; and | have
becane nore of a believer. The thing is -- trust me, |
think you are tal king nore about Col den Gate than about
Bay Meadows if they were given two years.

MR. VAN DE KAMP: |If you nmean the statenent that has
been made by WIIl Stoner hinself about what he is going to
do up there --

MR, TOURTELOT: You are tal king about Gol den Gate.
And what | am going to say about Golden Gate is that if in
fact we're here in Decenber and these inprovenents haven't
been nmade to the stables and we have this kind of letter
again, then it's going to be very unconfortable for you to
be sitting here, at least fromny standpoint. And |'m
sure | share with the Conm ssioners such feelings about
getting the license renewal .

Maybe the denial of that would cause havoc in

Northern California. But | know one thing, that we would
be very upset if these representations turn out to be
untrue. They know that we told themthat. So that's the
hamer. We still have the hammer of their licensing. And
it'"s in the best interest of racing that if sonething be
resol ved at Bay Meadows, Paine Webber is out as fast as
they can.

MR. VAN DE KAMP: | have not heard why this decision
cannot be put over until Septenber 22.

MR, TOURTELOT: It nmy be put over. And now I|'m

assuming it should be put it over. | amtrying to
convince nyself that it shouldn't be put over, because
don't want any reason for it to be put over. It won't

make any difference in Septenber. What's going to be the
di fference? Are there business reasons why we woul dn't
gi ve the option on the stable? They should have the
option, and they do have the option, of comng to us and
saying, "We're in this bind. They want $2 nillion a day
for us to stay, and we want to nove to Gol den Gate." That

i s persuasive to ne.

MR. NICOL: That is exactly right, M. Chairman. W
are here to have this approved, and the issue was with
respect to Golden Gate. | believe they should be
addressed as to Gol den Gate Fields.

MR, TOURTELOT: If we didn't have the hanmmer at the
end of the year, | would disagree with that. | would say
let's talk about it some nore.

MR. NICOL: You have that hamrer.

MR, TOURTELOT: Now, in Septenber we should have a
nore definitive report on the progress?

MR. NI COL: Yes.

MR, TOURTELOT: You estimated nine nonths to do the
barn repair, and you just started August 27th.

MR NICOL: M. Chairman, we will undertake to have a
detail ed, up-to-date report including the cost expended by
the next nmeeting of this conmttee with respect to CGol den
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Gate Fields. | will assure you we will meet and exceed
our commi tment.
MR, TOURTELOT: Charlie's sitting there waiting

patiently.
MR. DOUGHERTY: Charlie Dougherty, California
Thor oughbred Trainers. First of all, thank you for your

support in trying to figure out the |Iong-term sol ution.
think that's mainly what trainers based in Northern
California are nost concerned with. First of all, we
appreciate Magna's conmitnent to racing. However, the
frustrations that the trainers in Northern California face

at this point, we feel like we are chasing runors. And
was glad to hear that Magna -- that their comrunication
should be a little bit better because we would like it to
be better.

You know, the biggest runor facing us up in
Northern California right nowis, what does Magna want to
do with Gol den Gate Fields' barn area; and we heard
anywhere from 300 to 1200 stalls. And | can tell you that
there are no trainers who want just 300 stalls at Gol den
Gate Fields and have to ship and run day in and day out.

I know you asked Lonny, and | know he's not privy
to my neetings. | wonder if there are any neetings that
have gone on with regards to this. Northern California is
| ooking for stability right now We're in the state of
flux with all the other issues we're facing. | can tel
you trainers are tal king en masse about |eaving, not just
Northern California, the state.

Location is a very bad situation there. And we
want to be partners with Magna, we want a state of
stability; but we also don't want to be faced with the
possibility of themcomng to work with the plan and
saying, "Take it or leave it," because |I think a [ ot of
people will leave it.

MR, TOURTELOT: Well, we certainly don't want that,
and we can safely assune that Magna doesn't want that.
There are sone gaps in comrunication. | think you al
ought to get together and start working on that because
that would be a disaster to have trainers |eaving

California, and I don't think I would Iike to have that.

MS. MORETTI: Al nost without exception all the
letters, the ones that | saw previous to today and the one
that I saw today, address that issue. So | would
encour age Magna and Gol den Gate and the horsenen to talk.
At | east sone of these issues -- at |east some of them
that we've heard today and sone that | read in these
letters could have been clarified if you were all talKking.
It's a basic case of sinple comunication in some ways.

I would like to come back next month or in the
nont hs ahead and not hear that's the essence of the
probl ems because no one tal ked this over.

MR. NICOL: | agree, Conmi ssioner Mretti. W will
make a better effort to comrunicate with the interests of
st akehol ders and horse racing.

MR, TOURTELOT: Does | abor have any comments? No?



17 UNI DENTI FI ED SPEAKER: We don't. We're not invol ved
18 in their end of the business. Watever their business is,
19 if they run theirs at Golden Gate Fields or we run them at

20 Bay Meadows, we hope that they're in the business -- stil
21 in the business.

22 MR. KIRBY: Chris Kirby representing the California

23 Authority of Racing Fairs.

24 MR, TOURTELOT: Push the m crophone closer to you. |Is
25 that better?

26 MR, KIRBY: Chris Kirby representing the California

27 Authority of Racing Fairs. Your discussion has been probing
28 and wi de-rangi ng and touched on a nunber of issues that we
0086

01 have been having concerns about. W do have deeply vested
02 interests in these issues. Northern California fairs have
03 been conducting racing in Northern California for 150

04 vyears, and we hope we are able to conduct racing for

05 another 150 years.

06 The uncertainty that you've been exploring here
07 is of great concern to us. W don't have any answers. W
08 would like you to know and we would |Iike Magna to know

09 that we're willing partners, if there's a way that the

10 fair labor can play a role in resolving these situations,
11 and if there's a way that deferring a decision on this

12 would help nove resolution in the next nonth, if there is

13 something we can discuss with Magna, we'd be willing to do
14 that.
15 MR, TOURTELOT: | don't know how the deferring of the

16 decision would help, but I think what would help is

17 everybody pulling on the same rope and in the sanme

18 direction and sanme tinme. You know, you're al

19 comunicating. You all have a vested interest in racing
20 and are pouring in a lot of noney. And we want in another
21 150-plus years to be here thriving and strong.

22 I know you had sone race dates that were cut
23 down. We want to nmake sure you don't go through race

24 dates. So | don't know what deferring of the decision
25 would do, but it doesn't matter. You really need to al
26 work together and cone to us with a plan that works for
27 everyone.

28 MR. KIRBY: And | think what is fair, we should
0087

01 applaud the comritnent that Magna is making to racing.
02 And we look forward to working with them \\atever

03 happens at Bay Meadows or at CGol den Gate Fields, we want
04 to work with themto nmake a stable and vital racing

05 industry in Northern California.

06 MR, TOURTELOT: | have Jack Liebau's comitnment, they
07 wll work, don't 1? Thank you.

08 Anybody el se have any comments?

09 MS. MORETTI: | would just like to acknow edge, al so,
10 a couple of other letters -- a letter from M. Candela on
11 some of the affairs -- on sone of the issues that | saw
12 raised in those letters, security or lack of security

13 issues, overlap date issues -- | just want to acknow edge

14 that these are the kind of things that we will be
15 addressing at other neetings and other commttee foruns,
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but | do not consider these the issues on the agenda at
this moment in tinme; and that's why we're not talking
about them

MR. FENLEY: | have nothing agai nst you guys in the
application today, but | think we touched on a | ot of
areas today other than this. And | think there's sone
fallout discussions going to happen that could happen in
the next 30 days. And I'mnot going to vote for this
today because | think -- let's take a chance and see what
cones out of this. |1'll be finished here in a mnute

And | think fromthe State's side, | think it

woul d be to our benefit to put this over for 30 days to

see if sonme new i deas, sone new deci sions conme out. |If
they do, we'll be the beneficiary; then we can go from
t here.

MR NICOL: | would respectfully request that the

deci sion be made today rather than in 30 days. One of the
i ssues affecting this, ny experience is that people are
willing to invest in this, but if they |ose noney --

have seen many | oose tracks and terrible conditions and
the industry will continue to decline. |In order for us to
effectively operate in this industry, we have to go public
SO we can raise capital. W can use that capital for the
raci ng interest.

VW' ve made a commitnent to California. |
started ny comments by stating why this transaction is in
the best interest of California and racing. The rea
guestion is, why is this not in the best interest of
California racing? W have a reluctant owner. And
believe me, | have worked as hard as | can in negotiations
to get the deals | have on the table.

I"mresponsible for six tracks. This is the best

deal | have. | will not get any nore from Pai ne Webber
We may | ook at our alternatives. | don't know what their
pl ans are, but they are the reluctant owner. In the next

little while we want to expedite these transactions to be
t he new owner.

I'"'mnot too sure of the people | will deal with
in the future, but you know we have chosen California.
It's inportant for us, to these proceedi ngs, especially as
a conpany, that we have a good relationship in the state.

The participants apparently have to work on better
conmuni cation with the other participants, but it's very
important that it |ooks |like we have a dialogue with this
committee that is truthful and results in us being able to
nmove forward. A delay will cause issues that will be
detrinental, and that's why | need the issue to be
resol ved today.

MR, TOURTELOT: M. Nicol, | support you 100 percent,
but I do not agree that they are reluctant owners. |
think they have to thank God every day that Magna cane

al ong.
MR. NI COL: Reluctant owner of the horse racing.
MR, TOURTELOT: | think you said seller. | thought

you were tal king about Pai ne Webber
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MR. LI EBAU: One thing about what happens on
Decenber 31, 2002. | think |I probably acknow edged | am
not the greatest poker player in Magha's hand or in Paine
Webber's hand. You know at that point in tinme, if they
don't have Bay Meadows, they can go to CGolden Gate. There
is no problem about that. And Pai ne Webber knows t hat
that particular piece of property, until the entitlenents
are secure, has no use what soever other than being a
racetrack

So | think that, you know, if that situation

devel ops, then Magna, because they own Col den Gate, they
know this Board has the hamrer -- and | think that -- you
know, what we really know is that Pai ne Webber is going to
be acquired by -- or supposedly going to be acquired by

UBS.

They entered into the agreenent, and UBS has nade
it very clear that they are interested in the retai
operation at Pai ne Webber; and what happens to the rea
estate division is anybody's guess. W've got all sorts
of uncertainty. The uncertainty is that, as | started out
by saying, is Bay Meadows better off owned by Pai ne
Webber, since they ultimtely are controlled by sonebody
fromSwitzerland, or are they better off owned by Magna
who is interested in being in the racing industry and has
shown that it's willing to invest in this? Magna, it's no
secret, even before your decision, has gone out and
entered into agreenents to buy land as a site in the
Sacranento area. There's no question about the

willingness to invest in the business.

MR, TOURTELOT: Let nme just say that | came here today
not against it at all, but convinced that | was going to
vote to put it over, not turn it down, put it over unti
Septenber. | have since changed ny mind. | will vote for

it. And | understand, you know, your reasoning, but I
think that Magna has indicated that it would hurt their
busi ness plan and their effort to raise financing if it
was put over. | accept that we're not involved in their
busi ness, and we now accept M. Nicol's representation on
t hat .

And we don't know what m ght happen with the new
conmpany from Switzerland com ng in, what they m ght or
m ght not do vis-a-vis. They have to have this dea

approved, and we have to -- you know, Magna i s our partner
in racing here in California in a -- not in a legal sense
here, but in another sense. And | think we have to try
and help themin the best interest of racing. And | don't
see the risk, rewards, and benefits, where it's going to
benefit anybody to put this over, whereas to approve it
now - -

MR. FENLEY: |1'mnot against it. | nean, | amfor
putting it over, not to disapprove it. The dial ogue today
touched on many things other than this application, and
think it's going to bring comunicati on or nake better
conmuni cati ons between all of the factors here and -- the
factions.
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MR, TOURTELOT: That's what |'mgoing to do with the
particul ar race dates.

MR. FENLEY: | think it's the dial ogue.

Jack, you said Magna will nove over to Gol den

Gate. Who said they can't --

MR. LI EBAU. They own Gol den Gate.

MR. FENLEY: -- nove the race dates?

MR. TOURTELOT: The subject would cone fromthe Board.

MR, NICOL: Everything we do has to cone before you.
The point is we have better |everage agai nst Pai ne Webber
i n Decenber 2002 than they have agai nst us. They don't
cone to you.

MR. FENLEY: | want Pai ne Webber to go back to their
drawi ng boards. And | amworried that UBS -- because UBS
wi | I honor whole contracts, to go back and get that

one-year option for --
MR. NI COL: Conmi ssioner Fenley, we are businessnen.
We are used to negotiating our chances. Because if | have

to negotiate an option right now, | have to set a price.
I would rather set the price in Decenber 2002
MR. FENLEY: | dealt with himbefore, and | don't

think he has a good chance.

MR, TOURTELOT: M. Nicol just said they have the --
if you are tal king about the option, let's say they have
given himan option for two years. They have a right not
to exercise the option and do what they want. As
busi nesspeople they are telling us it is not that
important to the deal that we have the option because we
have ot her avenues that we can go down if the situation
presents itself. That's what the busi nesspeople are
telling us. |If it's okay with them then | don't
under stand why we don't --

MR. NI COL: Commi ssioner Fenley, we represent
oursel ves, and frankly, nost of our options are with UBS.
We are perceived as a well-known organization, | believe.
We're used to this kind of transaction. | appreciate your
efforts on our behalf. |If you ask ne to make a deci sion
today, would | want the option or not, because the option
is not a guarantee, then | will exercise the option in
Decenber 2002.

MR. FENLEY: It would be better to say your option is
to make the application with Golden Gate. You didn't cone
to us with that.

MR. NICOL: You can't warrant dates in the year 2003.
W will be coming to you then. Commi ssioner Fenley, it is
our desire to have this approval. It is inportant for us
to have this. W will take care of ourselves in Decenber
2002. W have to have your approval for everyone. |f you
| ook at the thrust of all the coments today, 80 percent
of themwere with respect to Golden Gate Fields. 1In a
nonth's tine, you will be able to deal with that at Gol den
Gat e.

I have undertaken to show you that we'll inprove

communi cations. We will have progressed by then and have
a detailed report about what we are doing so you have
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greater assurance about Golden Gate Fields. As to this

option, | amsaying | am a businessman. | nmake ny
deci si ons about what | want and hopefully what | want |
will get in negotiation; but I will have to do it in

Decenber 2002, because | have nore | everage then. That's
my deci sion.

M5. MORETTI: | really believe that the points that
you' re making are good points. W mght need to continue
the discussion. | don't believe they are relevant within

t he Busi ness Professions Code section that we are supposed
to be working with, to adopt or not adopt.

MR, TOURTELOT: Let nme see, Joe. | think you are
maki ng these points in good faith and concern for the best
i nterest of horse racing, but | believe it is not fair to
them the busi nesspeople who put so much nobney into racing
in this State; that convinced ne. | was going to hold it

over, but after they convinced nme it would achieve no

purpose in holding it over at all -- they're going to have
thi s di al ogue because all the parties have to cone
together or they will have a problemin California.

MR. FENLEY: Does the TOC still have an argunment to

keep this over for the next 30 days and comment? You want
to tal k about that some nmore, or have you backed of f of
t hat ?

MR. VAN DE KAMP: No. The argunents, | think, have
been made. | think in the next 30 days a lot of this wll
clear up. Hopefully we will cone in Septenber 22nd and
support it.

MR, TOURTELOT: John, in a lot of this you are talking
about generalities. Al of this will clear up?

MR. VAN DE KAMP: | asked about five specific
guestions in the course of the discussion

MR. TOURTELOT: It doesn't have to do with Gol den
Gate, John.

MR. VAN DE KAMP: They relate to Golden Gate. They
relate to Santa Anita. They relate to the whole
operation; and | think that is entirely relevant to the
way you | ook at Magna. The pronises you are tal king about

will be better served if this committee -- they are naking
a lot of representations -- we heard about Pai ne Wbber
and its representations. |'mnot putting Magha in the

same position, but we heard two years ago what they
prom sed; and | think that the nore that we can get on the
tail in terms of themcarrying out their prom ses, the

better off this Board is going to be.

MR, TOURTELOT: \What they've done and what they
prom sed two years ago, they are on that track. | don't
want to go through what | said about Santa Anita; but |
have concerns, not questions, in respect to Golden Gate.
But that is not before us, and we have Septenber and we
have October and Novenber, December. They will be before
us, and if they haven't fulfilled their representations,
then they're going to have to pay the piper on that; but
that is not before us. | don't see anything that you've
said -- that the TOC has said that should convince this
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Board to put this over for a nonth, nothing.

I'"'mnot going to vote any different next nonth.
Wy put it over from a business standpoint? It hurts
them You're hurting someone who's trying to help our
i ndustry.

MR. VAN DE KAMP: | respectfully disagree. | think
M. N col's position on this, they have an agreenent, a
contract. | don't see how -- they have a definitive

agreenent, we were told this norning, that none of us have
been able to see. You have seen it.
Is this cancellable today if you turn it down?

MR. TOURTELOT: No. But the fact is, on the street
when they are out trying to raise noney and they have a --

MR, NICOL: Conditional agreement. W have to have
CHRB approval or there is no deal. The deal is not yet
guar ant eed.

MR, TOURTELOT: But the definitive agreenent is

5 percent nore | awer --

MR. VAN DE KAMP: You may get it next nonth. It does
not stop the deal before it is guaranteed.

MR. TOURTELOT: | canme here -- John convinced nme that
| was going to put it over. Now |'ve since changed ny
m nd, which is what | am supposed to do.

MR. NICOL: There is nothing with respect to Bay
Meadows that would be different in a nonth's tine than
right now. All it is, perhaps just another intervener or
expl ai nati on or demand for some other changes from Magna
that, you know, if the characterization of what we've done
in California is all promses, it is clearly wong. W
bought Santa Anita. W spent 40- to $50 million in Santa
Anita. W're prepared to spend that kind of noney on a
racetrack to nake it a showcase for the industry. You saw
the presentation. W' ve done everything.

MR, TOURTELOT: The fact is, M. N col --

MR. NICOL: Some of these ventures are not profitable.

MR, TOURTELOT: M. Nicol, there isn't anybody el se,
and therefore we nmust recogni ze that, and you're not here,
you know, to flip over this property and turn it into rea
estate. You're in racing. | see no reason for us to
defer this until the next neeting. It is only going to
hurt your conpany's ability on the street to rai se noney.
There is no substantive reason that has been given to ne
by the TOC or anybody el se that says, "Hey, you have to
wal k slowy here and delay this until Septemnber," none.

John, you tal ked about the things and those

things, and nothing that related to -- the only thing we
are tal king about is one option. |In that option Magnha
has the better bargaining position than Pai ne Webber

MR, NICOL: We would like the comrittee's support. W
woul d I'i ke your support today as a business decision

MR, TOURTELOT: You have mine. | amtrying to
convi nce --

MS. MORETTI: You have m ne

MR, TOURTELOT: It is not going to do anybody any
good to hold off for one nonth. | amgoing to vote the
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same way today as | would next nonth and the nonth after.
Let's get it done today.

MR, NICOL: Wthout any opposition fromthe other
menbers of the conmittee, | would respectfully request
that you grant your approval today.

MR. TOURTELOT: Let's talk about another possible
situation that just cane to mind. Thank God it canme to ne
during the neeting. What if the governor doesn't appoint
anybody for two years? What if you are not on the Board
because you can't serve on this neeting? W have to put
California first.

MR, FENLEY: | don't think that would happen. | don't
think it would happen. | don't think he would allow a
nmeeting to go by without a full quorum

M5. MORETTI: He has another conm ssion

MR. TOURTELOT: He has another commission that -- | am
a big supporter of Governor Davis, and that woul d happen
And the fact is that that would put themin an

unbel i evabl e position. What would happen if you all, if
you couldn't get approval because this Board didn't have a
quor unf?

MR. FENLEY: | don't think that's the issue before the
Boar d.

M5. MORETTI: It's a good point.

MR. FENLEY: You are bringing it out of the blue.

Chilli, what do you have to say?

MR. CHI LLI NGAMORTH: | wonder if | could be here as a
friend of the court. | don't have a dog in this fight.

MR, TOURTELOT: You don't even have a dog, do you?

MR, CHILLINGNWORTH: |'mafraid | do. | just heard
John Van De Kanp make a snide remark. | ama director of

OCak Tree Racing Association. W are tenants of Mgna.
That may change or taint ny conments; but we do have
agreenents and we do have di sagreenents.

We are not all in concert, but | can't understand
what the logic is in not approving this arrangenent.

Ei t her Pai ne Webber is going to have their entitlements in
2002 or they are not. |If they are not, they are driven to
make another deal to nmke sonme noney out of that property

for another year.

If they do get their entitlenments, Magna can go
to Golden Gate Fields. |If they have another facility,
they can go there. You have conplete discretion over the
next few years to grant dates to whonever you want to
grant dates to.

They are risking a |lot of nobney to take over

these dates for a period of two years. And | assune they
have the expectation of being able to continue to want to
do a good job, but they don't have the right to tell you
to grant those dates. | don't. | have been in the racing
busi ness for 30 years, and that's the position | take
t oday.

I don't know anybody else in this world who's
going to go to Northern California and i nvest hundreds of
mllions of dollars on a new track out there. |[If you know
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that person, identify them | don't. | think Magna is
the only conpany who has shown any inclination to do that,
and | can't see why anybody would not agree to this
arrangenent. Thank you.

MR. FENLEY: Can we have a ten-m nute recess so | can
talk to you guys?

MR. TOURTELOT: | can't do that. That would violate
the Keen Act.

MR. LI EBAU: A suggestion that mght help: Wat would
happen if the staff was directed to nake sure that there
wer e adequat e communi cations over the next few nonths
bet ween Magnha on one hand and TOC on the other and the
trainers to make sure that Golden Gate Fields cones before
you in Septenber or October, that all of these
conmuni cati ons probl ems have been solved and get on with
our business?

MR, TOURTELOT: W don't need staff to tell you that.

MR, LIEBAU. | amjust trying to get sonme confort for
M. Fenl ey.

MR, FENLEY: W don't know what Sheryl's position is
on this.

MS. GRANZELLA: Are you ready? | understand being
worried about what's going to happen in 2002. | know one
thing, that the only certain thing inlife is
uncertainty. All right. And I am a businessperson, and
feel that by not approving this today, we are holding you
up. | don't see anybody el se beating down the door in
California for horse racing; and you have ny vote.

NI COL: Thank you.

FENLEY: Now you have ny vote.

NI COL: Thank you very nuch

TOURTELOT: Anyone el se want to speak? | hope

2933

not .

MR. TOURTELOT: How can | go against Chilli? The fact
of the matter is | don't want to | eave anyone out. |
don't want to get out w thout everybody having an

opportunity, if they believe it is inportant -- this
gentleman is going to talk.
MR. BICKER: | am Rick Bicker on behalf of the Al aneda

Fair County Association. Thank you for referring to our
correspondence.

MR. TOURTELOT: | thought your letter was excellent.

MR. BI CKER: Thank you. Opening date would be a
rising tide of all ships.

MR, TOURTELOT: It was a nice letter.

MR, BICKER: Clearly Magna is the gane in town. They
are trying to come to town with $20 nillion to be invested

into the racing product. W stand ready to work with
Magna. We chal k nost of that up to Magan's | eadership for
California. W stand ready in Al aneda County for what the
future | ooks |ike.

We woul d hope that this Board woul d send a very
cl ear nmessage that your approval -- clearly it's your
intent that there be no adverse inpact to day racing in
the Bay Area with this approval
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MR, TOURTELOT: That goes without saying. And | would
direct all of you to get together and to tal k about these
i ssues and to be prepared to present to us at future
neeti ngs sone indication that you' ve worked out as many of
these problens as you can, especially stabling and the

overlap -- and we don't need to tal k any nore about
that -- and the inprovenments and renovations at Gol den
Gate. | think you understand our feeling on that.

The Chair would call for a nmotion to approve the
application of Magna Entertai nnent to purchase stock of

BMOC, is that correct? All in favor.

MS. MORETTI: | second that notion.

MR, TOURTELOT: |'m being rushed to nove this forward
bef ore soneone changes --

MS. MORETTI: | will nove that we approve the proposed

acqui sition of Bay Meadows Operating Conpany.
MR. TOURTELOT: Second?
MS. GRANZELLA: 1'll second.
MR, TOURTELOT: All in favor, aye. Thank you.
(Motion was unani mously carried)

M5. CGRANZELLA: You think sonetime in December or near
Decenber or sonething, near the end of the year, you m ght
extend an invitation for, like, a tour of what's been done
at Gol den Gate?

MR. NICOL: Absolutely. Thank you all very nuch.

MS. MORETTI: Thank you, M. Nicol

MR. WOOD: Hold on one second.

Par don ne, everyone. Wuld you please -- we
have just a little bit nore of the procedural things to
acconplish here. So please don't |eave the room W are
not finished here.

MR, TOURTELOT: The next itemon the agenda is genera
busi ness communi cati ons requests for the future for the
Board to report. Yes, sir.

MR. SWEENEY: This comes under the heading --

Bri an Sweeney.

MR, WOOD: Listen, |adies and gentl enen, please --
pl ease, | adies and gentlenen in the back of the room may
| have your cooperation back there. W have other
busi ness to conduct. Please be quiet.

Go ahead again, M. Sweeney.

MR, SWEENEY: | ama licensed trai ner and owner of
horses in California. This conmes under the heading of
future business. | don't know whether we need to go

t hrough the whole Board with this, but perhaps a comm ttee
di scussion for the Board's consideration is necessary.

The past couple of weeks there was an article published
that trainers that are in the saddling paddock nust have a

starter or cooler present; and this is by order of the
Board of Stewards.

Now, | don't know why this came into being at
this particular tine, but I have a problemw th being told
that, as a trainer, that | cannot go to the paddock unl ess
| have a starter in the deck. There is a loss of ability
to do business at the racetrack
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It interferes certainly with one of the specia
pl easures that | have of going to the races. | like to go
to the paddock and | ook at good horses, and the suggestion
that trainers go to the paddock to do something that m ght
be di shonest or be there for some purpose of subterfuge,
that is something that | consider demeaning. And that is
the feeling I get when | talk to the stewards about this
particul ar subject, not to bel abor the point.

MR, TOURTELOT: | agree with M. Sweeney. | don't
understand the reason for that rule.

MR, WOOD: M. Sweeney bought this to ny attention, |
guess, a day or two ago, and | haven't had a chance to
talk to the stewards as to why that was put on the
overnight. | was thinking, why then would they do that in
California? Last year we had 2, 700-pl us horses playing.

I think there has been many concerns about the trainer in
t he back checking horses, who may be in sonme instances
cone up where they felt |ike they had an advantage by
doing that. And | will talk to the stewards about it and
see what their reason is.

| do not know why that was on the overnight. As
| told Brian, | certainly agree with himas a former
trainer. | spent nmany an hour in the back, and as a
matter of fact here at Del Mar, at the back of the running
of the handicap race, where there were nmultiple owners in
t he paddock who didn't have horses in the race. So
think it is very hard to adm nister that.

So | can only tell you that | found out about
this about a day or two ago, but | can talk to the
stewards and find out their reason for it and get it
corrected.

MR. SWEENEY: Anybody -- the owner can get to the
paddock. It nmaybe was a runor that |icensed people,
whet her they are owners or trainers, may not go to the
paddock for that purpose. And if they think people are
doi ng that, then do sonething about it. But just take us
out. You cannot go in and do that to the trainers. Then

what you'll have is only trainers who are able to go to
t he paddock together.
It's really too conmplicated -- as M. Wod says

it's too complicated to enforce. Only known trainers,
peopl e who are around a lot, are the ones that the
stewards are going to be able to pick up

MR, TOURTELOT: Brian, it nakes sense. | don't
understand it either, and we will look intoit. | don't
think it will cone with a reason; we can agree with you

about that. So far you've convinced me that it didn't
sound ri ght.

MR. SWEENEY: Thank you.
MR, TOURTELOT: It doesn't sound reasonable, Brian
Thank you.
Any ot her general business? Any old business?
MR, TOURTELOT: Well, with that then -- we don't have
an executive session today, do we?
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MR, WOOD: No, sir.
MR. TOURTELOT: W th that,
(Meeting adjourned at

we' Il adjourn the neeting.
1:43 p.m)
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	0011 01 First post time will be 12:40 p.m. Friday and 02 Saturday with a 1:10 p.m. post on Monday, Wednesday, 03 Thursday, and Sunday. The wagering program will use all 04 the CHRB rules. The items still needed for this 05 application are horsemen's agreement from the quarter horse 06 staff. Staff would recommend that the Board approve the 07 application contingent upon us receiving this 08 information. 09 MR. TOURTELOT: Any questions from the Commissioners? 10 Any questions from the audience? Then the Chai
	0012 01 increase to 31 if sufficient horses are available. They 02 raised 29 nights during the fall of 1999 meet. 03 The Association is proposing to race a total of 04 422 races or 13.6 races per night. They will be racing 05 two nights per week, Friday and Saturday, through 06 October 21; three nights per week Wednesday, Saturday, and 07 Friday through November 25; and four nights per week 08 Wednesday through Saturday through December 16. Their 09 first live post will be 5:35 p.m. Wednesday and Thursday 1
	 25 audience? The Chair will entertain a motion to approve 26 Item Number 4, the Application for License for Capitol 27 Racing October 13 through December 16, 2000. 28 MS. MORETTI: I'll make a motion to approve. 
	0013 01 MR. TOURTELOT: Second? 02 MS. GRANZELLA: I'll second it. 03 MR. TOURTELOT: All in favor? 04 (Motion was unanimously carried.) 05 MR. TOURTELOT: Approved. 06 Item Number 5. We're on track for a 07 world record here. The record is 28 minutes. We're not 08 going to make that today. Item Number 5, Discussion and 09 Action by the Board on the request for Magna Entertainment 10 Corporation on its proposed acquisition of the Bay Meadows 11 Operating Company LLC, pursuant to Business and 12 Professions Code
	0014 01 Vice-Chairman of Magna International.  We are going to 02 make a brief presentation for you today. Obviously, we 03 are before you today to seek your approval and petition to 04 proceed with the acquisition in the interest in the 05 Bay Meadows Operating Company. 06 Appearing before you today formally as part of 07 the presentation will be Jim Nicol, our Vice-Chairman; 08 also Peter Tunney, Vice-President and General Manager of 09 Golden Gate Fields; Tom Austin, our Executive Director of 10 Faciliti
	0014 01 Vice-Chairman of Magna International.  We are going to 02 make a brief presentation for you today. Obviously, we 03 are before you today to seek your approval and petition to 04 proceed with the acquisition in the interest in the 05 Bay Meadows Operating Company. 06 Appearing before you today formally as part of 07 the presentation will be Jim Nicol, our Vice-Chairman; 08 also Peter Tunney, Vice-President and General Manager of 09 Golden Gate Fields; Tom Austin, our Executive Director of 10 Faciliti
	 24 General Counsel at Santa Anita. And with that, I will 25 turn it over to Mr. Nicol, and we will make our 26 presentation and be available for questions. 27 MR. NICOL:  Good morning, Mr. Chairman, and Members of 28 the Board. Like Lonny said, my name is James Nicol, 

	0015 01 N-i-c-o-l.  I am the Vice-Chairman of Magna Entertainment 02 Corporation as well as Magna International. I will 03 address two issues this morning:  One is describing the 04 transaction with Paine Webber concerning Bay Meadows 05 Operating Company, and secondly I'll address the issues of 06 why this is in the best interest of California racing. 07 First, the transaction, which I believe you have 08 a copy of the letter of intent, we are purchasing 09 Paine Webber's interest in Bay Meadows Operating 
	0016 01 interest in horses himself, not through the company but 02 through the Adena Springs. 03 I think to best give the Board an indication of 04 what we've done and what we will do, I will ask 05 individuals to come forward and talk about these specific 06 facilities. I know in your minds, given the 07 correspondence, et cetera, and the undertaking you gave 08 the last time I appeared before you, that there's a 09 concern about our progress with Golden Gate Fields. Let 10 me assure you that we fully inte
	0016 01 interest in horses himself, not through the company but 02 through the Adena Springs. 03 I think to best give the Board an indication of 04 what we've done and what we will do, I will ask 05 individuals to come forward and talk about these specific 06 facilities. I know in your minds, given the 07 correspondence, et cetera, and the undertaking you gave 08 the last time I appeared before you, that there's a 09 concern about our progress with Golden Gate Fields. Let 10 me assure you that we fully inte
	 23 report on the activities that are taking place and what 24 will continue to take place at Golden Gate Fields through 25 the end of this period, through December 31. 26 Initially, the biggest concerns that we had -27 and this was shared by the horsemen, and I believe it was 28 noted in John Van De Kamp's letter a year ago --was the 
	-


	0017 01 condition of the racing surface, dirt and turf course; and 02 we've done, right from the beginning, even before court 03 approval, started to make those improvements. And while I 04 have not seen John Van De Kamp's most recent communication 05 with the Board, those are now in order, and we've gotten 06 rave reviews about both courses, turf and dirt course; and 07 we feel that we've made a remarkable recovery in one 08 year's time to getting the racing strips back in order. 09 MR. TOURTELOT: May I in
	-

	0018 01 Director of Magna Entertainment Corporation. 02 In front of you I believe you have a book which 03 is entitled Part 4, dated August 23; and in the front you 04 will see a summary which in general summarizes the work 05 that we have been doing there. I know it may appear as 06 though it's been rather quiet there, but we've been doing 07 a lot of planning and engineering and designing to prepare 08 to correct some deficiencies. 09 Early on we took care of all of the 10 safety-related items, which real
	0018 01 Director of Magna Entertainment Corporation. 02 In front of you I believe you have a book which 03 is entitled Part 4, dated August 23; and in the front you 04 will see a summary which in general summarizes the work 05 that we have been doing there. I know it may appear as 06 though it's been rather quiet there, but we've been doing 07 a lot of planning and engineering and designing to prepare 08 to correct some deficiencies. 09 Early on we took care of all of the 10 safety-related items, which real
	 22 completed. 23 We have recently started implementing our plan 24 after doing the analysis and engineering. We now have, 25 for instance, 35 carpenters on-site working in the barns.  26 We cleaned out the union hall to bring those workers on 27 board. We're adding eight additional electricians. We 28 now have a plan to work from, and now we're going to 

	0019 01 implement it. 02 The storm sewer system, which I know has been 03 controversial at times --we wanted to explain. In the 04 earlier months, to understand what we really were dealing 05 with, we needed to understand elevations and drainage 06 locations and the condition of the pipe. So we did 07 videotape the inside of these lines, identified where our 08 failures were, and did the engineering; and now we are 09 beginning to implement that. 10 I should point out that the improvements there 11 are real
	0020 01 MR. AUSTIN: Actually, we were in the barns early on, 02 first part of January or February, doing some of the 03 initial repairs and the repairs to the roof leaks. In 04 your book, by the way, there's the "Barn Plan" tab that 05 has outlined in blue the barns that we're currently 06 working in progress, and behind that is another diagram 07 which shows all of the barns where roof leaks have been 08 repaired. 09 MR. TOURTELOT: We have received a number of letters 10 recently and the indication from th
	0020 01 MR. AUSTIN: Actually, we were in the barns early on, 02 first part of January or February, doing some of the 03 initial repairs and the repairs to the roof leaks. In 04 your book, by the way, there's the "Barn Plan" tab that 05 has outlined in blue the barns that we're currently 06 working in progress, and behind that is another diagram 07 which shows all of the barns where roof leaks have been 08 repaired. 09 MR. TOURTELOT: We have received a number of letters 10 recently and the indication from th
	 21 population, to go in there and be effective at what we 22 need to do. 23 MR. TUNNEY: Remember, Mr. Chairman, Golden Gate has 24 about 1,325 to 1,350 stalls. Those have been occupied 25 since last January throughout our spring meet, and they 26 were occupied with a few departures at the beginning of 27 the fair season at the end of June and really haven't been 28 empty. 

	0021 01 Now we have 900-plus horses there.  We have these 02 horses year round. We have about 900 horses now with the 03 conclusion of the Bay Meadows Fair. Some of them have 04 moved after the emerging breeds have moved out of there. 05 So we are down to 900, 900-plus horses, and 06 that's the first time since the approval that we've been 07 below the 1,300 and 1,200 numbers. So it's difficult to 08 make those improvements while horses are in the barns. 09 MR. TOURTELOT: I assume at the time that all of yo
	0022 01 painting the barns either." And Mr. Pal: 02 "There are issues that require in some cases 03 major repairs of the barns, and in some other cases 04 actually rebuilding the barns." 05 And over here: "The barn area is the priority of 06 the capital expenditures initially going into this 07 operation versus any other parts of the facility, and we 08 are committed to improving Golden Gate.  I have to look 09 through all of the eyes, including the TOC and the 10 commissioner and everybody else that's invo
	-

	 20 I mean, Dick was just saying that the 21 commencement of the construction and remodeling has 22 commenced, but --I guess it was the gentleman to your 23 left --but we're hearing other things from people who are 24 up there. 25 And it wasn't really incumbent, as someone 26 suggested, that the California Horse Racing Board should 27 be up there every day seeing how many hammers are on site; 28 that's not our job. Our job was to approve the 
	0023 01 application subject to representations from the purchaser, 02 Magna; and then if those representations were unfulfilled, 03 the construction didn't take place, the remodels, repair, 04 et cetera, we assumed somebody would bring it to our 05 attention, which they have. 06 So I have a problem. There's a conflict in what 07 you are telling me about how you are moving on this 08 program, and we're almost nine months from the date that 09 you said this was going to be your number one priority and 10 be q
	0024 01 are saying things different from what you're telling us. 02 MR. AUSTIN: All I have to say is even if we had a 03 reduced population, there is still a number of months 04 involved for the planning and engineering to get ready to 05 implement. 06 MR. TOURTELOT: Nobody told us that, though. Nobody 07 said, "We have 1,300 horses, and we're going to have those 08 horses from January to August or whatever, and then we'll 09 have 900 and we'll be able to move them around."  Nobody 10 even mentioned that. 1
	 19 The types of complaints at that time were with 20 respect to the safety of the track surface. We did move 21 quickly to address the safety issues. 22 As to the ultimate issue of spending $5 million, 23 which also it is something unusual for us to make a 24 commitment of a dollar amount, we said that we would have 25 to have planning to implement the changes, and that's why 26 we picked the date of December 31. 27 I think everything that Mr. Austin is delivering 28 here today is showing that we proceeded
	0025 01 for the proper improvement of the facility. It is not 02 like a quick repair to the garage next to your house and 03 you call in a carpenter. You have to plan, you have to 04 deal with the community. 05 Even the input from the hospital, I think there 06 has been some reference to the fact that not enough 07 veterinarians were contacted. In fact, Mr. Austin has 08 been in constant contact. We are dealing with a large 09 number of people. 10 There are different views, but we have 11 proceeded. I think
	0026 01 crew from Southern California and sent them out there 02 without us even technically owning the facility yet to 03 address major, major issues. 04 We went in there and there were problems with 05 utilities. We went in and addressed those up front per my 06 words; up front because they were safety issues that we 07 knew we couldn't let lie. 08 The bigger construction-related issues, the 09 three-quarter furlong, the vet hospital, all of those 10 items will be done prior to the deadline placed on us. 
	0026 01 crew from Southern California and sent them out there 02 without us even technically owning the facility yet to 03 address major, major issues. 04 We went in there and there were problems with 05 utilities. We went in and addressed those up front per my 06 words; up front because they were safety issues that we 07 knew we couldn't let lie. 08 The bigger construction-related issues, the 09 three-quarter furlong, the vet hospital, all of those 10 items will be done prior to the deadline placed on us. 
	 18 surface or the backstretch, and that is why Mr. Tunney in 19 his presentation referred to the fact that the barns would 20 be a priority; and that's in fact where these expenditures 21 are being spent. 22 MR. TOURTELOT: That wasn't my concern. I was 23 concerned that the issues set out in Mr. Van De Kamp's 24 letter of the TOC would be addressed, and then I think I 25 came up with a $12 million figure. Then I asked 26 Peter Tunney, "What is the dollar figure that will, in 27 your opinion, be needed to r

	0027 01 about a restaurant. I just wanted to make sure, the 02 Board, that those concerns would be dealt with. 03 Look, if what you're saying is that at the end of 04 the year everybody's problem --reasonable problems are 05 going to be resolved and your commitments are going to be 06 fulfilled, that's fine. 07 I have some concerns, in reading this letter, all 08 of a sudden, just after the Bay Meadows application, 09 somebody said, "What is going on at Golden Gate?" And 10 somebody said, "We better start d
	-

	0028 01 forward for this year. Longer term, it's part of our 02 corporate strategy to look at our sites and determine, 03 could we attract more people to horse racing by making the 04 facilities entertainment destinations? We will not do 05 anything to endanger horse racing. We want to make it a 06 more attractive venue. 07 MR. FENLEY: What will you do with the horses if you 08 did that? 09 MR. NICOL: We haven't done anything. 10 MR. FENLEY: What would you do if you --if you gave 11 that valuable land for e
	 17 MR. FENLEY: At the end of the renovation --at the 18 end of your capital commitment, how many stalls will you 19 build? And the second part of the question is, if you 20 move over at the end of Bay Meadows meet and there is not 21 a new track and that meet then becomes a part of the 22 Golden Gate, what is the stall demand with only one track 23 versus what your inventory is? 24 MR. TUNNEY: The first part is we have 1,325 to -1,500 25 stalls. 26 MR. FENLEY: And that's adequate? 27 MR. TUNNEY: That's ade
	0029 01 California that ship horses in. When we finish with the 02 chute, that will be the only thing that --I will say it 03 is somewhere between 50 to 75 stalls that will be 04 demolished. 05 The second part of your question has to do with 06 when Bay Meadows operates. They will continue to operate 07 at least for the next two years. 08 MR. FENLEY: I am saying after 2002. 09 MR. TUNNEY: That is probably best answered by Bay 10 Meadows. 11 MR. FENLEY: Fine. I would like to know what impact 12 this is going
	0030 01 at shuttling horses as the way to conduct a meet at Golden 02 Gate and have all the horses off-track and bring them in 03 two, three days before the race and shuttle them back? Has 04 that been discussed? 05 MR. AUSTIN: I couldn't speculate on that one. 06 MR. FENLEY: You have never discussed that? 07 MR. AUSTIN: I have not been involved in those types 08 of discussions. 09 MR. TUNNEY: Currently --well, about two years ago, 10 when Bay Meadows reconstructed their barn area in the 11 infield, we didn
	 16 Right now the lion's share of the horses are at 17 Golden Gate on a year-round basis as opposed to the 900.  18 About 60 percent of the horses that run at Bay Meadows are 19 shipped from Golden Gate Fields on a daily basis to the 20 Bay Meadows meet. 21 MR. AUSTIN: I might add that the issue that you 22 mentioned is one that is certainly an important one. It 23 would exist regardless of Magna's interest in acquiring 24 Bay Meadows' operating interest, because if Bay Meadows is 25 going to be developed a
	0031 01 identified yet; it could be a greater distance. 02 MR. NICOL: We realize that stalls will be an issue 03 and we are presently looking at different sites to see if 04 we can get something close. 05 MR. FENLEY: But you do take the view that the land is 06 much more valuable for entertainment facilities than it is 07 for stabling horses? 08 MR. NICOL: Well, it is valuable to us because it is 09 in our corporate strategy to be a place where horse racing 10 is conducted. 11 MR. FENLEY: Right, but around 
	0032 01 began hurriedly at 10:00 a.m. on Thursday, August 17." 02 And I'm asking you gentlemen, did that have any 03 coincidence, "began hurriedly on Thursday, August 17," 04 after I informed representatives of Magna that I would not 05 vote to change the commitment; in other words, to let 06 Magna off the hook, after December 31, $5 million barn 07 area, et cetera, et cetera, repair commitment? 08 MR. TUNNEY: Well, as I indicated, those time lines 09 that are in the letter that you referred to were taken o
	0032 01 began hurriedly at 10:00 a.m. on Thursday, August 17." 02 And I'm asking you gentlemen, did that have any 03 coincidence, "began hurriedly on Thursday, August 17," 04 after I informed representatives of Magna that I would not 05 vote to change the commitment; in other words, to let 06 Magna off the hook, after December 31, $5 million barn 07 area, et cetera, et cetera, repair commitment? 08 MR. TUNNEY: Well, as I indicated, those time lines 09 that are in the letter that you referred to were taken o
	 15 where we see today, being a little smarter and wiser and 16 knowing more information about everything on the site. 17 The start of the carpentry work has nothing to do with 18 anything else other than we've gotten to the point where 19 we have enough information to be able to start that and 20 sufficient labor supply to work in the barns. So I'm not 21 sure what the word "hurriedly" really means in this case 22 other than we did start on or about that date and have 23 been building. 24 MR. TOURTELOT: Le

	0033 01 February 14, which was starting right after the barn 02 survey in keeping with the representation at the meeting 03 that the barn areas were of primary concern and that would 04 be quickly addressed. 05 So you had planned, according to your initial 06 plans, to start the carpentry repair on February 14, two 07 days, three days after the survey was completed, and it 08 would take nine months. You apparently started on August 09 17. And if it's still going to take nine months, you 10 wouldn't finish t
	0034 01 sewer and the other items. The one time line bar that you 02 saw included all of the review, the engineering, and then 03 the implementation. 04 MR. TOURTELOT: So basically that part of the report 05 that was handed out in April was not of much benefit in 06 terms of giving us an idea of when it would be completed? 07 MR. TUNNEY: Well, it was an early assessment based on 08 the information that we had at the time. 09 MR. TOURTELOT:  And the roof repair --no roofing had 10 been done according to Mr. 
	 14 MR. TOURTELOT: It says no roofing has been done. It 15 says, "The two barns were beyond repair and were scheduled 16 to be replaced. No work has been done and the barns 17 remain fully occupied." What's your response to that? 18 MR. TUNNEY:  There again it is a matter of being able 19 to move some of the horse population around to get to the 20 right barns? 21 MR. TOURTELOT: You've had problems moving horses out 22 of two barns? 23 MR. TUNNEY: It is a matter of which barns do you 24 start to sequence th
	0035 01 MR. FENLEY: Did you ever meet with the TOC with what 02 you are doing and guidelines and comments from them and 03 cooperation of the horse racing? 04 MR. TUNNEY: I believe there's been some discussion, 05 but we have not had specific meetings to discuss what our 06 time lines are. 07 MR. AUSTIN: Commissioners, if I might interject, Peter. 08 What happened with the TOC and CTT, we had two formal sit-down 09 meetings up north. The second meeting involved the 10 presentation of the initial time line, 
	0036 01 MR. TOURTELOT: The letter, number one, is not being 02 taken as gospel.  You are telling us that there are no 03 problems, we're moving on schedule and all of that, and 04 this is contrary to that. If we were in a court of law, 05 we would hear evidence from both sides, weigh it, and come 06 to a conclusion.  I am not taking anything as gospel. 07 Unless I am there and see the beam falling down, I am not 08 going to take it as gospel. But it has been presented to 09 us, and nobody has said it was go
	 13 MR. AUSTIN: I appreciate that. 14 MR. TOURTELOT: But the fact of the matter is that 15 there are people writing these letters saying things that 16 are different from what you are telling us. 17 When did your application dates come up for 18 Golden Gate? 19 MR. TUNNEY: Probably on the September calendar. 20 MR. TOURTELOT:  I mean -21 MR. TUNNEY: If you prefer, we can defer it to October 22 and you can see the progress. 23 MR. TOURTELOT: I would like staff or Commissioners to 24 go up there and look at i
	-

	0037 01 I was given a tour. 02  I don't know Brad's exact title, foreman or 03 something? 04 MR. TUNNEY: The barn area foreman. 05 MS. GRANZELLA: He's not in administration or 06 management; he's the foreman. He took me around. And I 07 had been there, I think, last December and seen the 08 condition of the back stretch back then, and personally I 09 saw a big improvement. There was a lot of work going on. 10 The potholes were gone. There were some areas that the 11 asphalt hadn't been replaced, but everyth
	0038 01 might be reviewing Golden Gate's process. One is 02 certainly the date that they will be up for license 03 renewal again. 04 I understand it will be in September. We can 05 wait till October, which will give us another 60 days. 06 MS. MORETTI: I think we will have other occasions to 07 discuss Golden Gate and would like to proceed with the 08 item that is on the agenda, which is the approval of 09 acquisition of Bay Meadows.  10 MR. NICOL: Mr. Chairman, If I can, in any event, 11 continue. I would l
	0038 01 might be reviewing Golden Gate's process. One is 02 certainly the date that they will be up for license 03 renewal again. 04 I understand it will be in September. We can 05 wait till October, which will give us another 60 days. 06 MS. MORETTI: I think we will have other occasions to 07 discuss Golden Gate and would like to proceed with the 08 item that is on the agenda, which is the approval of 09 acquisition of Bay Meadows.  10 MR. NICOL: Mr. Chairman, If I can, in any event, 11 continue. I would l
	 12 briefer than the Golden Gate presentation. First with 13 San Luis Rey Downs. I would ask these gentleman --they 14 represent the San Luis Rey Downs trainers. They are going 15 to talk about the investment in San Luis Rey. They were 16 under no pressure to make any investment at all. They are 17 going to talk about the property and how we have improved 18 it. 19 So I would ask that Laura come forward, please. 20 MS. ROJIER: Good morning, ladies and gentlemen. My 21 name is Laura Rojier (phonetic), and I'

	0039 01 middle, and the training center --I'm sorry, the training 02 track is in the middle. The barn area is off to the 03 right. 04 These are all the barns, and we have a brand-new 05 large arena and round pen right there where the arrow is. 06 And down below that is --all this land is unused land 07 which may someday be made into barns and other useful 08 things, trails and things like that. 09 Also up above you can see the buildings up there. 10 Those are all the apartments where a lot of the horsemen 1
	0040 01 they were really dangerous. They had rough edges and they 02 were dangerous for the horses and the horsemen. 03 The CHRB's main requirement was a new safety 04 rail. The left-side picture, you can see where they were 05 starting to build. It's up here on the right-hand corner, 06 you can see the old rail was old moldy wood, and then in 07 the end you see where they are painting our new rail. It 08 is --also, the safety rail was put on the inside and the 09 outside. You can see it there. So we have a
	 11 We also had a new arena and round pens put in. 12 This arena is probably two or three times bigger than the 13 one we had. Down on the right-hand corner you can see the 14 old one. It was really hard to get to, because it was out 15 back. And it was like a pipe corral, which was dangerous 16 and rusty. The new one is a safer railing and kept in 17 nice shape. 18 We also have three new crushed ice machines that 19 are really easy to access for the horsemen. I'm the human 20 services project director, and
	0041 01 to keep the horsemen abreast of things that are going on 02 at the track. 03 These are the old living quarters; pretty rough. 04 These are the new living quarters. Each horsemen has the 05 opportunity to get his own paint and clean up their 06 rooms. This young man took the initiative to even put 07 carpeting and blinds up, and we're really proud that he 08 did that and made it nice for himself.  Most licensed 09 people at the track have families and live off the track. 10 In 1981, you can see in th
	19 8:00 a.m. daily, before any of the other vets get there, 20 in case of emergencies. 21 The fences around the hot walkers, most of them 22 have been replaced, and they're safer now. We have some 23 new turnout sand pens for the horses to go out and roll 24 in. Our trainers are being encouraged and doing a good 25 job at keeping up the landscaping and making new 26 landscaping for their barns. 27 We have new tractors and track maintenance 28 equipment, so we don't have to worry about it breaking 
	0042 01 down on the track. Santa Anita track people regularly 02 visit to check our track surface. 03 We have new equipment in the racing office, 04 copying machine for the horsemen and computers. Our 05 trainer's lounge has been upgraded. We have a nice sofa 06 and we have phone and coffee and things that we need. 07 We have a new trail to the infield training track 08 which goes under the main track. And this rail that they 09 put up, this rail is a lot nicer and higher. We have new 
	0042 01 down on the track. Santa Anita track people regularly 02 visit to check our track surface. 03 We have new equipment in the racing office, 04 copying machine for the horsemen and computers. Our 05 trainer's lounge has been upgraded. We have a nice sofa 06 and we have phone and coffee and things that we need. 07 We have a new trail to the infield training track 08 which goes under the main track. And this rail that they 09 put up, this rail is a lot nicer and higher. We have new 
	 10 benches and seating, and the horsemen really appreciate 11 that. The groomsmen, they can sit down and relax in 12 shade. 13 General beautification: San Luis Rey is 14 beautiful. There it is. That's the gap, horses coming 15 On to the gap. Did we have anything before Magna?  Of 16 course we did. We had our San Luis Rey Downs Horsemen 17 organization meeting; we had state-of-the-art large X-ray 18 unit with film processor; we had a saddling pad, and we 19 still have all those things. We have a swimming po

	0043 01 available on our site. We have our own trailers directory 02 and many other amenities. Magna encourages the San Luis 03 Rey Downs Horsemen Organization to continue our support of 04 this great industry. Hasta la vista. Thank you.  05 MR. NICOL: Thank you, Laura, for your presentation. 06 Now, I would like to ask Lonny Powell to speak. 07 MR. POWELL: Thank you. Real quick overview, 08 Mr. Chairman, members of the Board, on what's gone on at 09 Santa Anita, mostly this year. In 1999, from a capital 10
	0044 01 MR. NICOL: Thank you, Lonny. 02 We recently secured an area in Los Angeles for 03 our head office. The corporate people in Santa Anita were 04 running out of space, so we made a further commitment in 05 California. 06 Last I would like to call upon representatives 07 from vendors, John Tashjian from Paine Webber and Jack 08 Liebau, who runs Bay Meadows. 
	 09 MR. TOURTELOT: Thank you. 10 MR. TASHJIAN: Mr. Chairman, members of the Board, 11 good morning. My name is John Tashjian. I'm Senior 12 Vice-President of Paine Webber.  I'm also a representative 13 of TW Acquisitions, which is an entity of Bay Meadows -14 MR. TOURTELOT: Can you hear him, audience? No. 15 Speak up. Start all over. 16 MR. TOURTELOT: Okay. My name is John Tashjian. I'm 17 a Senior Vice-President at Paine Webber.  I'm a 18 representative of TW Acquisitions 4, which is the entity 19 that own
	-

	0045 01 $24 million to continue racing for the horsemen in the 02 barn area. 03 In 1997, we reluctantly took ownership of the 04 BMOC. Patron American was selling it in order to protect 05 the franchise. 06 And in the near term, due to an inability to 07 attract certain key managers after losing their chief 08 financial officer, we have put Paine Webber employees in 09 management positions to keep the business running. That 10 is an act which is burdening our real estate operation. 11 Recently, in the begin
	0046 01 to love the sport of racing, I can say Paine Webber, as a 02 securities firm, is a reluctant owner. 03 Paine Webber itself is going through its own 04 restructuring, and we expect that the transaction with UBS 05 Securities will close in November of this year. And while 06 Paine Webber is a U.S. based financial services company, 07 we have no understanding of what UBS, a large 
	0046 01 to love the sport of racing, I can say Paine Webber, as a 02 securities firm, is a reluctant owner. 03 Paine Webber itself is going through its own 04 restructuring, and we expect that the transaction with UBS 05 Securities will close in November of this year. And while 06 Paine Webber is a U.S. based financial services company, 07 we have no understanding of what UBS, a large 
	 08 multinational banking organization, will bring. 09 I'll hand it over to Jack Liebau. 10 MR. LIEBAU: My name is Jack Liebau. I am president 11 of Bay Meadows Operating Company and have been such since 12 November of 1992 and have through at least two changes of 13 ownership. And I am happy to report, thankful that the 14 owners that we've had, first for Patron American 15 Hospitality, and then Paine Webber, none of them, neither 16 of them ever interfered with the day-to-day operation of 17 the track, an

	0047 01 With that said, one thing that I've always 02 preached is that a racetrack is better off being owned by 03 those that are interested in the racing business. I think 04 that one issue that needs to be highlighted here is that 05 the property on which Bay Meadows is situated is going to 06 be developed. The economics frankly just compel that to 07 happen sooner or later. Everyone knew that was going to 08 happen, and it now looks like December 31, 2002 is the 09 target date, as far as Paine Webber is 
	-

	0048 01 as far as a possible off-track site.  Mr. Pickering has 02 been on his vacation but is here today, and I'm sure in 03 the next week or so we will be able to commence those 04 discussions in case another track or another facility is 05 not available. 06 Also, a couple of weeks ago, I attended a meeting 
	0048 01 as far as a possible off-track site.  Mr. Pickering has 02 been on his vacation but is here today, and I'm sure in 03 the next week or so we will be able to commence those 04 discussions in case another track or another facility is 05 not available. 06 Also, a couple of weeks ago, I attended a meeting 
	 07 with the fairs that were concerned about overlaps and 08 things of that nature, and I would like to go on the 09 record as just repeating what I told the fairs at that 10 point in time. Racing dates under the law are allocated 11 each year by the California Horse Racing Board, and it 12 would be presumptuous for any racetrack to enter into any 13 agreement with anyone else as to what dates should be, 14 because that's just not their prerogative. 15 Over the years even December 26 doesn't belong to 16 Sa

	0049 01 obtain the approval on the City of San Mateo is overly 02 optimistic? 03 MR. LIEBAU: Well, I really haven't been a party to 04 those negotiations or proceedings, and we all know that it 05 does take a considerable period of time to get 06 entitlements. And I am sure that at that point in time, 07 if the necessary entitlements haven't been secured, that 08 Magna or whoever would seek an extension on that 09 facility. It is only logical. 10 Now, whether Paine Webber --who knows at this 11 point who is
	0050 01 decision that we would reserve for the future. 02 MR. FENLEY: If this deal doesn't go through today or 03 at a later date with Magna, is that the end of racing as 04 far as Paine Webber is concerned or are you going to 05 continue? 
	 06 MR. TASHJIAN: I think our primary objective is to 07 develop the land at Bay Meadows. 08 MR. FENLEY: I am talking about the next two years. 09 MR. TASHJIAN: I think we will address that after 10 these discussions are concluded.  I cannot give a definite 11 answer. 12 MR. FENLEY: I want to know the answer to this 13 question. Why are you buying the rights to race in two 14 years? Is there a profit motive in it, or is there some 15 other reason?  What is the real reason for buying the 16 racing for two ye
	0051 01 MR. FENLEY: I just think you will have a lot more 02 horses on your hands than you'll know what to do with. 03 MR. NICOL: We are addressing that right now. We are 04 looking at different sites, as was mentioned earlier, 05 whether it is the fairs or other pieces of property that 06 are close. Clearly that property will be redeveloped. 07 MR. FENLEY: We would like to review those options 08 today. 09 MR. NICOL: But we can't give you any options today, 10 because I don't know what the price of the opt
	0052 01 questions about the option, I am concerned about what 02 happens --I don't believe that --just from people I've 03 talked to and the people up there and some past experience 04 concerning it's all going to be signed, sealed, delivered 
	0052 01 questions about the option, I am concerned about what 02 happens --I don't believe that --just from people I've 03 talked to and the people up there and some past experience 04 concerning it's all going to be signed, sealed, delivered 
	 05 regarding entitlement by 12/31/2002 --I hope it is. 06 Despite your commitment and your statement before this 07 Board today that Paine Webber is committed to racing at 08 Bay Meadows, despite that, I hope you do get everything by 09 2002, but I don't think you will, because it is just a lot 10 of things going on up there; and until they get that whole 11 transaction worked out --assuming you don't, in my mind 12 there's better than a 50-percent chance that you're going 13 to end the year 2003-2004 with

	0053 01 over on Wednesday evening. 02 The letter to you is dated August 23rd that we'll 03 get to you immediately. It's been sitting at the hotel 04 for more than a day. And I actually this morning checked 05 with the law office, Meyers, to confirm with their courier 06 service as to when it went out. 07 MR. TOURTELOT: That may very well be. I got it this 08 morning. 09 MR. NICOL: I think the issue we're debating is the 10 credibility of Magna Entertainment Corporation and our 11 commitments. 12 MR. TOURTEL
	0054 01 will not be at Bay Meadows after December 31, 2002, and 02 that's why we need to be owned by someone, Bay Meadows 03 needs to be owned by someone who is going to make an 
	0054 01 will not be at Bay Meadows after December 31, 2002, and 02 that's why we need to be owned by someone, Bay Meadows 03 needs to be owned by someone who is going to make an 
	 04 investment in racing in northern California. 05 I can't speak for Paine Webber, but I am pretty 06 sure that Paine Webber is not interested in buying other 07 property and making an investment in racing. Believe me, 08 there aren't many people around today that are willing to 09 do that. And I think that our best chance of continuing 10 to have the facility, whether it be the Sacramento area, 11 whether it be the East Bay area or wherever, is under an 12 ownership that is interested in being in the raci
	-


	0055 01 One commissioner has raised the issue of what 02 happens at the end of 2002 if you don't have --if Paine 03 Webber doesn't have the ground-breaking permission, what 04 happens to racing? This only goes to 2002. We come with 05 our hat in our hand to Paine Webber, and Mr. Fenley has 06 said that he questioned that why you couldn't get the 07 option now; because they wouldn't give it to us. They 08 might very well give it to you if the Board provided some 09 provision that if Paine Webber didn't have 
	-

	0056 01 MR. FENLEY: No, I didn't say to Magna. I said to 02 turn around --Magna wasn't in the picture, and here you 
	0056 01 MR. FENLEY: No, I didn't say to Magna. I said to 02 turn around --Magna wasn't in the picture, and here you 
	 03 are, flipping it. 04 MR. TOURTELOT: Now you tell us that you can't make a 05 business decision for them so that the California Horse 06 Racing Board would know there is some continuity and there 07 wouldn't be a gap and they wouldn't be held -08 MR. NICOL: Everything is approved on a yearly basis. 09 And all we are asking is to run this until 2002. If they 10 have not gotten their entitlements we will discuss with 11 them running it. It only makes economic sense. And what 12 Jack said earlier about the 
	-


	0057 01 mine, but I sometimes talk in those terms --with Bay 02 Meadows being owned by somebody that wants it to be in 03 racing and has demonstrated a willingness to invest money 04 in racing. That gives Bay Meadows a better chance of 05 continuity. 06 MS. MORETTI: May I ask a question? 07 Jack, kind of stepping back a second, when we 08 were talking about the displacement of horses, I feel 09 confident, being in Northern California, that there are 10 plenty of places, whether it's Pleasanton, Cal Expo --I
	0058 01 MR. FENLEY: Correct. 
	0058 01 MR. FENLEY: Correct. 
	 02 MR. LIEBAU: Assuming that there is no new training 03 center, there would have to be an expansion of the stable 04 area at Alameda County Fair. I cannot speak for the 05 Alameda County Fair, but I would think that economics 06 would dictate that they are somehow going to be --have to 07 be subsidized for carrying on that training activity, and 08 that subsidy is either going to have to come from the 09 stabling and vanning fund or directly from whoever owns 10 that track. 11 Now, as far as what has been
	0059 01 in California as a workable," quote, "intermediate plan," 02 unquote, "has presented to the CHRB to address any time 03 gap between the closure of Bay Meadows and opening of a 04 new Northern California supertrack or renovation of Golden 05 Gate Fields. Time gaps between what now exists and what 06 may exist in the future generates uncertainty in the 07 racing industry and may lead to a significant shift in 08 horses from Northern California either out of state or to 09 Southern California." 10 This
	0060 
	0060 
	 01 reality is, Paine Webber wants to redevelop this land. At 02 some point there will be a gap, or maybe not a gap, but 03 we're capable of sustaining the site. As Jack mentioned, 04 we're looking at other locations as well. It is very 05 difficult to get a track. As you know, a lot of 06 communities don't like racetracks. So we are starting 07 right now to look at an alternative. If we are not doing 08 it, no one will be at December 31, 2002. If Paine Webber 09 has their entitlements, that track won't be 

	0061 01 Many of you are in the construction business. 02 You know how long it takes to construct let alone the 03 approval process. Unless somebody is working on it now, 04 there will be a problem in the future. I think that 05 everything that we've done proves what kind of corporate 06 citizen we are.  07 MR. FENLEY: I would like to hear from the trainers 08 and TOC. 09 MR. TOURTELOT: Mr. Nicol, I have no objection to 10 Magna doing the deal. My concerns are that --I know what 11 the feeling is, and my con
	0061 01 Many of you are in the construction business. 02 You know how long it takes to construct let alone the 03 approval process. Unless somebody is working on it now, 04 there will be a problem in the future. I think that 05 everything that we've done proves what kind of corporate 06 citizen we are.  07 MR. FENLEY: I would like to hear from the trainers 08 and TOC. 09 MR. TOURTELOT: Mr. Nicol, I have no objection to 10 Magna doing the deal. My concerns are that --I know what 11 the feeling is, and my con
	0062 01 our own view based on our experts' opinions.  And just as 02 I said here a year and a half ago, I cannot predict --the 03 City of San Mateo will move forward on this study. I 04 cannot predict what will happen in 2002. 05 MR. TOURTELOT: I feel that I am totally missing 06 something. If I am an apartment house owner and it has 07 leases with the tenants, and I build a supercondominium 08 structure, I tear down the existing apartment houses and 09 build a condominium structure, everybody has a lease. 
	-


	0063 01 Mateo and other agencies is such that it really creates a 02 kind of overall structure of moving forward that really 03 mitigates against at this point making any decisions with 04 respect to Bay Meadows beyond that time frame. And it's 05 the interplay in reality between all of those things that 06 creates a very difficult situation from Paine Webber's 07 perspective for being able to make any commitments beyond 08 that. 09 And in addition to that, as John mentioned 10 earlier, you have the overwei
	 28 Magna is, from our perspective -- and really going back 
	0064 01 to the commitment that Paine Webber made to horse racing, 02 the entity that really has the wherewithal and the desire 03 to continue racing in Northern California. 04 And you know, that's kind of a long answer to 05 your question, but you know it's very difficult at this 06 point from a business perspective to move beyond the deal 07 that is on the table simply because we --from Paine 08 Webber's perspective, they don't know what position they  09  will be in at the end of the year. 10 MR. TOURTELO
	0065 01 concerned so there would be no gap. That is not the best 02 solution, but because Magna controls Golden Gate Fields, 03 they are in a position to guarantee there would not be a 04 gap. 05 MR. TOURTELOT: But they don't control the dates. 06 MR. LIEBAU: They do not control dates. 07 MR. TOURTELOT:  The Horse Racing Board controls the 08 dates. 09 MR. LIEBAU: Absolutely correct. 10 MR. TOURTELOT: Everything you said, Jack, is premised 11 upon Magna being able to do what it wants with the dates. 12 MR. 
	 27 MR. FENLEY: I have to ask a question. 28 MR. NICOL: I also have counsel here who drafted 
	0066 01 the -02 MR. FENLEY: Why are you making this investment for 03 two years when this is going to laps, and you have a 04 handful of problems, as opposed to not making this 05 investment? Let it laps and make your own investment 06 separately. 07 MR. NICOL: Right now we are very committed to 08 investment in California. 09 MR. FENLEY: Explain this investment in Bay Meadows. 10 Why are you investing in California if it is only going to 11 last two years? 12 MR. LIEBAU: I know the economics.  13 MR. FENLE
	-

	0067 01 commitments we made during our tenure with Bay Meadows, 02 that you will want to extend the dates. So Commissioner 03 Fenley, there's a good business reason for us; first for 04 the hearings and secondly about our position. 05 MR. FENLEY: Why is Paine Webber walking away from 06 those great earnings for the next two years?  Even though 07 the operating agreement will expire, why are they walking 08 away from those earnings? 09 MR. NICOL: Because we are paying for those earnings 10 up front. 11 MR. F
	-

	 26 And there's no question it's going to be better for the 27 state of California, for Bay Meadows, than to be run by a 28 company that is not involved in horse racing. There's no 
	0068 01 question. 02 Going back to tying up some of these loose 03 ends --I'm not going to read the sentence again, I read 04 it twice, but that's the concern that I have. And it 05 seems to me that there is still some reason why it doesn't 06 impact Magna at all. Magna cannot exercise the option on 07 their new park in two years and leave Paine Webber sitting 08 with land and a racetrack --an empty racetrack for two 09 years to 2004. Mr. Nicol shouldn't be sitting here 10 objecting to what I am saying unle
	0069 01 with the deal or not, doesn't it? 02 MR. TASHJIAN: I suppose I can commit to that. 03 MR. PILLON: I think there is just a little bit of 04 difference of opinion how long the entitlement process is 05 going to take. And I think that once again it's a hard 06 thing to explain, because the impact of -07 MR. FENLEY: Can we selfishly say that as far as 08 racing is concerned, we don't know if we're going to need 09 the option --or Magna is going to need the option either, 10 but we need it to protect our
	0069 01 with the deal or not, doesn't it? 02 MR. TASHJIAN: I suppose I can commit to that. 03 MR. PILLON: I think there is just a little bit of 04 difference of opinion how long the entitlement process is 05 going to take. And I think that once again it's a hard 06 thing to explain, because the impact of -07 MR. FENLEY: Can we selfishly say that as far as 08 racing is concerned, we don't know if we're going to need 09 the option --or Magna is going to need the option either, 10 but we need it to protect our
	-

	 25 Mateo. 26 MR. TOURTELOT: We are charged with doing what's in 27 the best interest of the state of California and racing in 28 California, and it is not in the best interest of 

	0070 01 California to approve something right now that gives you 02 the option of a situation in two years to hold them over. 03 MR. LIEBAU: Can I say something as a friend of the 04 commission that I think maybe should be said? 05 MR. TOURTELOT:  What? 06 MR. LIEBAU: I would suspect that the owner of the 07 property believes that there is a better chance of the 08 regulatory authority approving the zoning if there's a 09 chance that the City of San Mateo would lose its tax pay.  10 I'm not ascribing that v
	0071 01 when I talk to Paine Webber about the longest time that we 02 could have --first of all, it was in the summer of 2002, 03 and then it was extended to December 31, 2002. 04 I don't necessarily want to be on the hook if I 05 ask for some extension beyond December 31, 2002. I don't 06 know if that's in the best interest of --because if we 07 are going to actively look for alternative land --because 08 they are going to redevelop the land, we are going to 09 actively do that. We have to pick a site that
	0071 01 when I talk to Paine Webber about the longest time that we 02 could have --first of all, it was in the summer of 2002, 03 and then it was extended to December 31, 2002. 04 I don't necessarily want to be on the hook if I 05 ask for some extension beyond December 31, 2002. I don't 06 know if that's in the best interest of --because if we 07 are going to actively look for alternative land --because 08 they are going to redevelop the land, we are going to 09 actively do that. We have to pick a site that
	 24 came and said, at the end of 2002, if there is not a new 25 facility, we're going to come to the Board for race dates 26 for Golden Gate? Would that be a better option? 27 MR. TOURTELOT: There is opposition to having more 28 race dates at Golden Gate.  

	0072 01 MR. LIEBAU: Most of that opposition comes from 02 Mr. Stronach, because there has always been the plan in 03 the background --as far back as 1995 or 1996, the 04 California Jockey Club proposed to sell the property and 05 to consolidate with Golden Gate Fields. 06 MR. TOURTELOT: I think that may happen. That may 07 happen. 08 MR. FENLEY: In other words, we need some assurance 09 that that gap will not -10 MR. NICOL: I think this is a good point, Commissioner 11 Fenley. What I am prepared to say abou
	-
	-

	0073 01 reality is Paine Webber is moving out of this site, and 02 the best party to wrestle with that gap issue --because 03 we are working now. As you say, it is a lengthy process 04 involving a lot of politics. 05 MR. FENLEY: We want to see better alternatives. At 06 the end of 2002, you're out. 07 MR. NICOL: If that's not the case, then we are 08 willing to undertake --if Bay Meadows is available, we 09 are willing to undertake and we are willing to negotiate 10 with Bay Meadows --or with Paine Webber w
	-

	 23 I've always felt, the seven years I've been on 24 the Board, it's the Board's obligation to do what's in the 25 best interest of racing in the state of California, to 26 help the business. We're all in this together. We want 27 to see California racing prosper.  What's your commitment? 28 I have a financial commitment, and it's always been my 
	0074 01 view that we are here, within the law, to help you. 02 And Friday night racing at Hollywood Park was 03 like Chicken Little saying the sky is falling. We thought 04 it would be a good idea to try it and do something 05 different, and it turns out for a while to be very 06 productive. So that's the attitude I think the Board has, 07 but we're trying to fill in some gaps. 08 I would like to hear from anybody in the 09 audience, unless the Commissioners have some questions. 10 MR. VAN DE KAMP: Good mor
	0075 01 have an issue of a potential gap and how that might create 02 uncertainty in the racing industry. And then we have 03 Golden Gate, and I think we all agree on Golden Gate. 04 That's an issue of great concern to us, the progress.  It 05 doesn't really impact this application unless it was 06 December 31st right now and nothing had been done. It 07 would obviously impact the credibility. They have said 08 things are moving along, and they are going to complete it 09 by December 31. 10 That's over here
	0075 01 have an issue of a potential gap and how that might create 02 uncertainty in the racing industry. And then we have 03 Golden Gate, and I think we all agree on Golden Gate. 04 That's an issue of great concern to us, the progress.  It 05 doesn't really impact this application unless it was 06 December 31st right now and nothing had been done. It 07 would obviously impact the credibility. They have said 08 things are moving along, and they are going to complete it 09 by December 31. 10 That's over here
	 22 next couple of years if this is approved. 23 And that may be justified, but I think they have 24 a very heavy burden to do that. It means that in Northern 25 California, except for the fairs, you have two entities 26 under one control.  You have really the largest facility 27 in Southern California, Santa Anita, and Oak Tree, 28 basically under one control. Add that together, that is 

	0076 01 an enormous power base here in California. 02 You have to recognize the wonderful presentation 03 by Ms. Rojier about their purchase of San Luis Rey Downs. 04 And they came to us at the stabling meeting with a request 05 for subsidization of $1.7 million. 06 I think you have to look at the questions that I 07 try to raise. None of them are absolutely definitive. 08 The Golden Gate progress --and we tried to be as fair as 09 we could in that we spelled out what had been done and 10 what had not been 
	0077 01 talking about -02 MR. TOURTELOT: It doesn't cover the issue I'm talking 03 about. I read it. It's a typical, 95-percent boilerplate 04 with most of the provisions in the file, 95 percent of 05 them. And what's really in there that is of substance is 06 the letter of intent. And the only thing I was looking 07 for was whether or not it addresses the issue of an option 08 at the end of 2002, because I am convinced it would not be 09 out by 2002. 10 MR. VAN DE KAMP: I think that is a fair inquiry. 11 A
	0077 01 talking about -02 MR. TOURTELOT: It doesn't cover the issue I'm talking 03 about. I read it. It's a typical, 95-percent boilerplate 04 with most of the provisions in the file, 95 percent of 05 them. And what's really in there that is of substance is 06 the letter of intent. And the only thing I was looking 07 for was whether or not it addresses the issue of an option 08 at the end of 2002, because I am convinced it would not be 09 out by 2002. 10 MR. VAN DE KAMP: I think that is a fair inquiry. 11 A
	-
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	 21 result of our decision, is that in the best interest of 22 racing for California? If the Swiss bank said, "You know, 23 "We're going to show that Horse Racing Board; we're 24 shutting down that track," would that be in the best 25 interest of racing? I don't know what they would do. Now 26 it's their turn. I don't know if playing that poker game 27 is in the best interest of racing in California, because 28 they said we could go to Golden Gate. 

	0078 01 MR. VAN DE KAMP: Sometimes when people are sent back 02 to the table --you indicated the importance of having an 03 option if the property does become available. My guess is 04 that within the next 30 days, if that's what it amounts 05 to, the odds are that --maybe it's 50/50, 60/40 --that 06 they will come back. I'd give them that opportunity. 07 MR. TOURTELOT: The thing is, they have brought up the 08 fact that they could all come before the Board and get the 09 dates for Golden Gate. And you know
	-
	-

	0079 01 decision. That would be great. 02 MR. FENLEY: They can come in and make a 03 presentation -04 MR. NICOL: Our competition can come in --as the 05 Chairman has emphasized, this is a two-year period within 06 the next two years that if a third party says, "We're 07 willing to take those dates on" --keep in mind they're 08 going to have to spend a couple of hundred million dollars 09 to get in if they are going to be anywhere else, San Mateo 10 to establishing a new facility --"I will make that 11 inves
	0079 01 decision. That would be great. 02 MR. FENLEY: They can come in and make a 03 presentation -04 MR. NICOL: Our competition can come in --as the 05 Chairman has emphasized, this is a two-year period within 06 the next two years that if a third party says, "We're 07 willing to take those dates on" --keep in mind they're 08 going to have to spend a couple of hundred million dollars 09 to get in if they are going to be anywhere else, San Mateo 10 to establishing a new facility --"I will make that 11 inves
	-

	 20 willing to handle our end of the stick. 21 MR. FENLEY: Paine Webber needs to protect their 22 option and we need to protect the State of California 23 because there is a lot of revenue here that will go away 24 if that closes and there's no gap filled in. 25 MR. NICOL: Commissioner Fenley, that's their 26 decision. If they want to close it down and not run it, 27 that's their business decision. 28 MR. FENLEY: I would rather that the option to 

	0080 01 continue until -02 MR. NICOL: I will tell --have told you if those 03 dates are open in December of 2002 with no new facility, 04 we will ask for this facility for an ability to run those 05 dates, and we will hopefully be able to negotiate with 06 Paine Webber; moreover the subsequent date is on 07 commercial terms. 08 MR. FENLEY: Sorry to cut in, but the deal is to make 09 a deal with Paine Webber.  It will not be in 2002. 10 MR. NICOL: We are comfortable with our working 11 relationship with Pain
	-
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	28 
	28 
	28 
	MR. NICOL: 
	They want to come in and talk to us -
	-
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	0081

	 01 
	 01 
	MR. FENLEY: 
	For a year.

	 02 
	 02 
	MR. TOURTELOT: 
	Maybe at 4:00 in the morning it will 


	03 hit me. 04 MR. VAN DE KAMP: One last thing. What we're hearing 05 today from Magna, and I'm sure it's said in good faith, is 06 "Trust us. We're going to do these things; whether it's 07 Golden Gate, whether it's, you know, other activities in 08 Northern California, it's all going to come together."  09 And I think you need, to the maximum extent possible, to 10 find some certainty in all of this. That's why we said 11 this is not a red light from TOC. It is not a green 12 light, but a yellow one. 13 MR
	03 hit me. 04 MR. VAN DE KAMP: One last thing. What we're hearing 05 today from Magna, and I'm sure it's said in good faith, is 06 "Trust us. We're going to do these things; whether it's 07 Golden Gate, whether it's, you know, other activities in 08 Northern California, it's all going to come together."  09 And I think you need, to the maximum extent possible, to 10 find some certainty in all of this. That's why we said 11 this is not a red light from TOC. It is not a green 12 light, but a yellow one. 13 MR
	 19 man can put his money where his mouth is. No one would 20 have invested a lot of money in the quality of the 21 construction and improvements up there if he wasn't 22 interested in staying and settling in racing; and I have 23 became more of a believer. The thing is --trust me, I 24 think you are talking more about Golden Gate than about 25 Bay Meadows if they were given two years. 26 MR. VAN DE KAMP: If you mean the statement that has 27 been made by Will Stoner himself about what he is going to 28 do 
	-


	0082 01 MR. TOURTELOT: You are talking about Golden Gate. 02 And what I am going to say about Golden Gate is that if in 03 fact we're here in December and these improvements haven't 04 been made to the stables and we have this kind of letter 05 again, then it's going to be very uncomfortable for you to 06 be sitting here, at least from my standpoint. And I'm 07 sure I share with the Commissioners such feelings about 08 getting the license renewal. 09 Maybe the denial of that would cause havoc in 10 Northern
	0083 01 is persuasive to me. 02 MR. NICOL: That is exactly right, Mr. Chairman. We 03 are here to have this approved, and the issue was with 04 respect to Golden Gate. I believe they should be 05 addressed as to Golden Gate Fields. 06 MR. TOURTELOT: If we didn't have the hammer at the 07 end of the year, I would disagree with that. I would say 08 let's talk about it some more. 09 MR. NICOL: You have that hammer. 10 MR. TOURTELOT: Now, in September we should have a 11 more definitive report on the progress? 
	0083 01 is persuasive to me. 02 MR. NICOL: That is exactly right, Mr. Chairman. We 03 are here to have this approved, and the issue was with 04 respect to Golden Gate. I believe they should be 05 addressed as to Golden Gate Fields. 06 MR. TOURTELOT: If we didn't have the hammer at the 07 end of the year, I would disagree with that. I would say 08 let's talk about it some more. 09 MR. NICOL: You have that hammer. 10 MR. TOURTELOT: Now, in September we should have a 11 more definitive report on the progress? 
	 18 Gate Fields. I will assure you we will meet and exceed 19 our commitment. 20 MR. TOURTELOT: Charlie's sitting there waiting 21 patiently. 22 MR. DOUGHERTY: Charlie Dougherty, California 23 Thoroughbred Trainers. First of all, thank you for your 24 support in trying to figure out the long-term solution.  I 25 think that's mainly what trainers based in Northern 26 California are most concerned with. First of all, we 27 appreciate Magna's commitment to racing. However, the 28 frustrations that the trainers

	0084 01 at this point, we feel like we are chasing rumors. And I 02 was glad to hear that Magna --that their communication 03 should be a little bit better because we would like it to 04 be better. 05 You know, the biggest rumor facing us up in 06 Northern California right now is, what does Magna want to 07 do with Golden Gate Fields' barn area; and we heard 08 anywhere from 300 to 1200 stalls. And I can tell you that 09 there are no trainers who want just 300 stalls at Golden 10 Gate Fields and have to shi
	0085 01 California, and I don't think I would like to have that. 02 MS. MORETTI: Almost without exception all the 03 letters, the ones that I saw previous to today and the one 04 that I saw today, address that issue. So I would 05 encourage Magna and Golden Gate and the horsemen to talk. 06 At least some of these issues --at least some of them 07 that we've heard today and some that I read in these 08 letters could have been clarified if you were all talking. 09 It's a basic case of simple communication in 
	 17 UNIDENTIFIED SPEAKER: We don't. We're not involved 18 in their end of the business. Whatever their business is, 19 if they run theirs at Golden Gate Fields or we run them at 20 Bay Meadows, we hope that they're in the business --still 21 in the business. 22 MR. KIRBY: Chris Kirby representing the California 23 Authority of Racing Fairs. 24 MR. TOURTELOT: Push the microphone closer to you. Is 25 that better?  26 MR. KIRBY: Chris Kirby representing the California 27 Authority of Racing Fairs. Your discuss
	0086 01 have been having concerns about. We do have deeply vested 02 interests in these issues. Northern California fairs have 03 been conducting racing in Northern California for 150 04 years, and we hope we are able to conduct racing for 05 another 150 years. 06 The uncertainty that you've been exploring here 07 is of great concern to us. We don't have any answers. We 08 would like you to know and we would like Magna to know 09 that we're willing partners, if there's a way that the 10 fair labor can play 
	0087 01 applaud the commitment that Magna is making to racing. 02 And we look forward to working with them. Whatever 03 happens at Bay Meadows or at Golden Gate Fields, we want 04 to work with them to make a stable and vital racing 05 industry in Northern California. 06 MR. TOURTELOT: I have Jack Liebau's commitment, they 07 will work, don't I? Thank you. 08 Anybody else have any comments? 09 MS. MORETTI: I would just like to acknowledge, also, 10 a couple of other letters --a letter from Mr. Candela on 11 
	0087 01 applaud the commitment that Magna is making to racing. 02 And we look forward to working with them. Whatever 03 happens at Bay Meadows or at Golden Gate Fields, we want 04 to work with them to make a stable and vital racing 05 industry in Northern California. 06 MR. TOURTELOT: I have Jack Liebau's commitment, they 07 will work, don't I? Thank you. 08 Anybody else have any comments? 09 MS. MORETTI: I would just like to acknowledge, also, 10 a couple of other letters --a letter from Mr. Candela on 11 
	 16 but I do not consider these the issues on the agenda at 17 this moment in time; and that's why we're not talking 18 about them. 19 MR. FENLEY: I have nothing against you guys in the 20 application today, but I think we touched on a lot of 21 areas today other than this. And I think there's some 22 fallout discussions going to happen that could happen in 23 the next 30 days. And I'm not going to vote for this 24 today because I think --let's take a chance and see what 25 comes out of this. I'll be finish

	0088 01 they do, we'll be the beneficiary; then we can go from 02 there. 03 MR. NICOL: I would respectfully request that the 04 decision be made today rather than in 30 days. One of the 05 issues affecting this, my experience is that people are 06 willing to invest in this, but if they lose money --I 07 have seen many loose tracks and terrible conditions and 08 the industry will continue to decline. In order for us to 09 effectively operate in this industry, we have to go public 10 so we can raise capital. 
	0089 01 The participants apparently have to work on better 02 communication with the other participants, but it's very 03 important that it looks like we have a dialogue with this 04 committee that is truthful and results in us being able to 05 move forward. A delay will cause issues that will be 06 detrimental, and that's why I need the issue to be 07 resolved today. 08 MR. TOURTELOT: Mr. Nicol, I support you 100 percent, 09 but I do not agree that they are reluctant owners.  I 10 think they have to thank 
	 15 MR. LIEBAU: One thing about what happens on 16 December 31, 2002. I think I probably acknowledged I am 17 not the greatest poker player in Magna's hand or in Paine 18 Webber's hand. You know at that point in time, if they 19 don't have Bay Meadows, they can go to Golden Gate. There 20 is no problem about that. And Paine Webber knows that 21 that particular piece of property, until the entitlements 22 are secure, has no use whatsoever other than being a 23 racetrack. 24  So I think that, you know, if tha
	0090 01 UBS. 02 They entered into the agreement, and UBS has made 03 it very clear that they are interested in the retail 04 operation at Paine Webber; and what happens to the real 05 estate division is anybody's guess. We've got all sorts 06 of uncertainty. The uncertainty is that, as I started out 07 by saying, is Bay Meadows better off owned by Paine 08 Webber, since they ultimately are controlled by somebody 09 from Switzerland, or are they better off owned by Magna 10 who is interested in being in the 
	0091 01 approved, and we have to --you know, Magna is our partner 02 in racing here in California in a --not in a legal sense 03 here, but in another sense. And I think we have to try 04 and help them in the best interest of racing. And I don't 05 see the risk, rewards, and benefits, where it's going to 06 benefit anybody to put this over, whereas to approve it 07 now -08 MR. FENLEY: I'm not against it. I mean, I am for 09 putting it over, not to disapprove it. The dialogue today 10 touched on many things o
	-

	 14 MR. TOURTELOT: That's what I'm going to do with the 15 particular race dates. 16 MR. FENLEY: I think it's the dialogue. 17 Jack, you said Magna will move over to Golden 18 Gate. Who said they can't -19 MR. LIEBAU: They own Golden Gate. 20 MR. FENLEY: --move the race dates? 21 MR. TOURTELOT: The subject would come from the Board. 22 MR. NICOL: Everything we do has to come before you. 23 The point is we have better leverage against Paine Webber 24 in December 2002 than they have against us. They don't 25 
	-

	0092 01 one-year option for -02 MR. NICOL: Commissioner Fenley, we are businessmen. 03 We are used to negotiating our chances. Because if I have 04 to negotiate an option right now, I have to set a price. 05 I would rather set the price in December 2002. 06 MR. FENLEY: I dealt with him before, and I don't 07 think he has a good chance. 08 MR. TOURTELOT: Mr. Nicol just said they have the -09 if you are talking about the option, let's say they have 10 given him an option for two years. They have a right not 1
	-
	-
	-

	0093 01 MR. NICOL:  You can't warrant dates in the year 2003. 02 We will be coming to you then. Commissioner Fenley, it is 03 our desire to have this approval. It is important for us 04 to have this. We will take care of ourselves in December 05 2002.  We have to have your approval for everyone. If you 06 look at the thrust of all the comments today, 80 percent 07 of them were with respect to Golden Gate Fields. In a 08 month's time, you will be able to deal with that at Golden 09 Gate. 10 I have undertaken
	0093 01 MR. NICOL:  You can't warrant dates in the year 2003. 02 We will be coming to you then. Commissioner Fenley, it is 03 our desire to have this approval. It is important for us 04 to have this. We will take care of ourselves in December 05 2002.  We have to have your approval for everyone. If you 06 look at the thrust of all the comments today, 80 percent 07 of them were with respect to Golden Gate Fields. In a 08 month's time, you will be able to deal with that at Golden 09 Gate. 10 I have undertaken
	 13 greater assurance about Golden Gate Fields. As to this 14 option, I am saying I am a businessman. I make my 15 decisions about what I want and hopefully what I want I 16 will get in negotiation; but I will have to do it in 17 December 2002, because I have more leverage then. That's 18 my decision. 19 MS. MORETTI: I really believe that the points that 20 you're making are good points. We might need to continue 21 the discussion. I don't believe they are relevant within 22 the Business Professions Code se

	0094 01 over, but after they convinced me it would achieve no 02 purpose in holding it over at all --they're going to have 03 this dialogue because all the parties have to come 04 together or they will have a problem in California. 05 MR. FENLEY: Does the TOC still have an argument to 06 keep this over for the next 30 days and comment? You want 07 to talk about that some more, or have you backed off of 08 that? 09 MR. VAN DE KAMP: No. The arguments, I think, have 10 been made. I think in the next 30 days a 
	0095 01 better off this Board is going to be. 02 MR. TOURTELOT:  What they've done and what they 03 promised two years ago, they are on that track. I don't 04 want to go through what I said about Santa Anita; but I 05 have concerns, not questions, in respect to Golden Gate. 06 But that is not before us, and we have September and we 07 have October and November, December. They will be before 08 us, and if they haven't fulfilled their representations, 09 then they're going to have to pay the piper on that; bu
	0095 01 better off this Board is going to be. 02 MR. TOURTELOT:  What they've done and what they 03 promised two years ago, they are on that track. I don't 04 want to go through what I said about Santa Anita; but I 05 have concerns, not questions, in respect to Golden Gate. 06 But that is not before us, and we have September and we 07 have October and November, December. They will be before 08 us, and if they haven't fulfilled their representations, 09 then they're going to have to pay the piper on that; bu
	 12 Board to put this over for a month, nothing. 13 I'm not going to vote any different next month. 14 Why put it over from a business standpoint?  It hurts 15 them. You're hurting someone who's trying to help our 16 industry. 17 MR. VAN DE KAMP: I respectfully disagree. I think 18 Mr. Nicol's position on this, they have an agreement, a 19 contract. I don't see how --they have a definitive 20 agreement, we were told this morning, that none of us have 21 been able to see. You have seen it. 22 Is this cancell
	-


	0096 01 5 percent more lawyer -02 MR. VAN DE KAMP: You may get it next month. It does 03 not stop the deal before it is guaranteed. 04 MR. TOURTELOT: I came here --John convinced me that 05 I was going to put it over.  Now I've since changed my 06 mind, which is what I am supposed to do. 07 MR. NICOL: There is nothing with respect to Bay 08 Meadows that would be different in a month's time than 09 right now. All it is, perhaps just another intervener or 10 explaination or demand for some other changes from 
	-
	-

	0097 01 things, and nothing that related to -- the only thing we 02 are talking about is one option. In that option Magna 03 has the better bargaining position than Paine Webber. 04 MR. NICOL: We would like the committee's support. We 05 would like your support today as a business decision. 06 MR. TOURTELOT: You have mine. I am trying to 07 convince -08 MS. MORETTI: You have mine. 09 MR. TOURTELOT: It is not going to do anybody any 10 good to hold off for one month. I am going to vote the 
	0097 01 things, and nothing that related to -- the only thing we 02 are talking about is one option. In that option Magna 03 has the better bargaining position than Paine Webber. 04 MR. NICOL: We would like the committee's support. We 05 would like your support today as a business decision. 06 MR. TOURTELOT: You have mine. I am trying to 07 convince -08 MS. MORETTI: You have mine. 09 MR. TOURTELOT: It is not going to do anybody any 10 good to hold off for one month. I am going to vote the 
	-

	 11 same way today as I would next month and the month after. 12 Let's get it done today. 13 MR. NICOL: Without any opposition from the other 14 members of the committee, I would respectfully request 15 that you grant your approval today. 16 MR. TOURTELOT: Let's talk about another possible 17 situation that just came to mind. Thank God it came to me 18 during the meeting. What if the governor doesn't appoint 19 anybody for two years? What if you are not on the Board 20 because you can't serve on this meetin

	0098 01 unbelievable position.  What would happen if you all, if 02 you couldn't get approval because this Board didn't have a 03 quorum? 04 MR. FENLEY: I don't think that's the issue before the 05 Board. 06 MS. MORETTI: It's a good point. 07 MR. FENLEY: You are bringing it out of the blue. 08 Chilli, what do you have to say? 09 MR. CHILLINGWORTH: I wonder if I could be here as a 10 friend of the court. I don't have a dog in this fight. 11 MR. TOURTELOT:  You don't even have a dog, do you? 12 MR. CHILLINGWO
	0099 01 these dates for a period of two years. And I assume they 02 have the expectation of being able to continue to want to 03 do a good job, but they don't have the right to tell you 04 to grant those dates. I don't. I have been in the racing 05 business for 30 years, and that's the position I take 06 today. 07 I don't know anybody else in this world who's 08 going to go to Northern California and invest hundreds of 09 millions of dollars on a new track out there.  If you know 
	0099 01 these dates for a period of two years. And I assume they 02 have the expectation of being able to continue to want to 03 do a good job, but they don't have the right to tell you 04 to grant those dates. I don't. I have been in the racing 05 business for 30 years, and that's the position I take 06 today. 07 I don't know anybody else in this world who's 08 going to go to Northern California and invest hundreds of 09 millions of dollars on a new track out there.  If you know 
	 10 that person, identify them. I don't. I think Magna is 11 the only company who has shown any inclination to do that, 12 and I can't see why anybody would not agree to this 13 arrangement. Thank you. 14 MR. FENLEY:  Can we have a ten-minute recess so I can 15 talk to you guys? 16 MR. TOURTELOT: I can't do that. That would violate 17 the Keen Act. 18 MR. LIEBAU: A suggestion that might help: What would 19 happen if the staff was directed to make sure that there 20 were adequate communications over the next

	0100 01 MR. FENLEY: We don't know what Sheryl's position is 02 on this. 03 MS. GRANZELLA: Are you ready? I understand being 04 worried about what's going to happen in 2002. I know one 05 thing, that the only certain thing in life is 06 uncertainty. All right. And I am a businessperson, and I 07 feel that by not approving this today, we are holding you 08 up. I don't see anybody else beating down the door in 09 California for horse racing; and you have my vote. 10 MR. NICOL: Thank you. 11 MR. FENLEY: Now you
	0101 01 into the racing product. We stand ready to work with 02 Magna. We chalk most of that up to Magan's leadership for 03 California. We stand ready in Alameda County for what the 04 future looks like. 05 We would hope that this Board would send a very 06 clear message that your approval --clearly it's your 07 intent that there be no adverse impact to day racing in 08 the Bay Area with this approval. 
	 09 MR. TOURTELOT: That goes without saying. And I would 10 direct all of you to get together and to talk about these 11 issues and to be prepared to present to us at future 12 meetings some indication that you've worked out as many of 13 these problems as you can, especially stabling and the 14 overlap -- and we don't need to talk any more about 15 that --and the improvements and renovations at Golden 16 Gate. I think you understand our feeling on that. 17 The Chair would call for a motion to approve the 1
	-

	0102 01 MS. GRANZELLA: You think sometime in December or near 02 December or something, near the end of the year, you might 03 extend an invitation for, like, a tour of what's been done 04 at Golden Gate? 05 MR. NICOL: Absolutely. Thank you all very much. 06 MS. MORETTI: Thank you, Mr. Nicol. 07 MR. WOOD: Hold on one second. 08 Pardon me, everyone. Would you please --we 09 have just a little bit more of the procedural things to 10 accomplish here. So please don't leave the room.  We are 11 not finished here
	-
	-

	0103 01 starter or cooler present; and this is by order of the 02 Board of Stewards. 03 Now, I don't know why this came into being at 04 this particular time, but I have a problem with being told 05 that, as a trainer, that I cannot go to the paddock unless 06 I have a starter in the deck. There is a loss of ability 07 to do business at the racetrack. 
	 08 It interferes certainly with one of the special 09 pleasures that I have of going to the races. I like to go 10 to the paddock and look at good horses, and the suggestion 11 that trainers go to the paddock to do something that might 12 be dishonest or be there for some purpose of subterfuge, 13 that is something that I consider demeaning.  And that is 14 the feeling I get when I talk to the stewards about this 15 particular subject, not to belabor the point. 16 MR. TOURTELOT: I agree with Mr. Sweeney. I
	0104 01 I do not know why that was on the overnight. As 02 I told Brian, I certainly agree with him as a former 03 trainer. I spent many an hour in the back, and as a 04 matter of fact here at Del Mar, at the back of the running 05 of the handicap race, where there were multiple owners in 06 the paddock who didn't have horses in the race. So I 07 think it is very hard to administer that. 08  So I can only tell you that I found out about 09 this about a day or two ago, but I can talk to the 10 stewards and f
	0105 01 MR. SWEENEY: Thank you. 02 MR. TOURTELOT: It doesn't sound reasonable, Brian. 03 Thank you. 04 Any other general business? Any old business? 05 MR. TOURTELOT: Well, with that then --we don't have 06 an executive session today, do we? 
	MR. WOOD: No, sir. 
	MR. TOURTELOT: With that, we'll adjourn the meeting.  (Meeting adjourned at 1:43 p.m.) 




