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POMONA, CALI FORNI A; WEDNESDAY, SEPTEMBER 15, 2004
9:40 A M
EXECUTI VE DI RECTOR WOOD: Good nor ni ng,

everyone, and welcome to the regularly schedul ed
nmeeting of the California Horse Racing Board. This
nmeeting's bei ng conducted on Wednesday, Septenber the
15th, 2004. And we're in the Hinds Pavilion in
Fai rpl ex Park in Ponobna, California

Present at today's neeting are
Chai rman John Harris, Vice-Chairman Roger Licht,
Conmmi ssi oner W liam Bi anco, Commi ssi oner Shery
G anzel  a, Conmi ssioner Marie Mretti, Conmi ssioner
John Sperry, and Commi ssioner Jerry Moss.

Before we go forward with the neeting
this morning, | would respectfully request that, if
anyone has testinony to provide to the Board, that
you pl ease state your name and your organization for
our court reporter. |If you have a business card to
provi de the court reporter, it would be very hel pful

Wth that, 1'd like to turn the
neeting over to our Chairman, M. John Harris.

CHAIRMAN HARRIS: |I'd like to wel cone everyone
to the meeting. | appreciate Fairplex hosting us.
It's a great location for our neeting.

The first itemon the mnutes is
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di scussi on and action by the Board -- approval of the
m nutes of the regular nmeeting of July 22, 2004.
Anybody have any -- | had one minor point on this.

Any ot her questions?

On Page 3, just to clarify, if this
conmes up sonetinme is the statenent that "John Harris
said he was nore concerned with the quality of
Capitol Racing' s assets versus the purse account and
| oans to horsemen.”

What | was trying to say is that the
quality of the -- the net worth related to the
collectability. Just a minor point. But | just
wanted to clarify that.

Any ot her questions?

Can | get a nmotion?

COWM SSI ONER MORETT!:  So noved.
COW SSI ONER SPERRY:  Seconded.
CHAI RVAN HARRI S:  So npved and seconded.
Al in favor?
BOARD MEMBER VO CES: Aye.
CHAI RMAN HARRI' S:  Opposed?
(No audi bl e response.)
CHAI RMAN HARRI S:  So noved.
The next itemis discussion and action

by the Board on the application for a license to
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conduct a horse racing neeting of Pacific Racing
Associ ation from Novenber 10, 2004, through January
30, 2005, inclusive.

MR. MNAM: Roy Mnani, Horse Racing Board
staff.

THE REPORTER: Could you turn the mnicrophone
on, please? 1'm having trouble hearing you.

CHAI RMAN HARRI'S:  Could you turn the
m crophone on.

MR MNAM: Is it on? Roy Mnam , Horse
Raci ng Board staff. This is the application for
Gol den Gate Fields -- Pacific Racing Association.

They plan to race from Novenber 10 to

January 30, 2005 -- 58 days. There will be racing 5
days a week, Wednesday through Sunday, with 8 races

weekdays and 9 to 10 on weekends, holidays, and days

of special interest. The first post will be 12:45.

We still need information on the
horsenen's agreenent -- the stakes schedule is in to
the office -- and fire clearance for Al bany and

Ber kel ey and the nane of the racing secretary.

The staff recomrends that the Board
approve the application, conditioned upon receipt of
t he additional information.

CHAI RMAN HARRI' S:  You say you do have a
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hor semen' s agr eenent ?

MR MNAM: We do not. W have the stakes
schedul e, but we do not have the horsenen's
agreenent .

MR, COUTO  Good norning, Drew Couto,

Thor oughbred Owners of California.

THE REPORTER: Could you turn the mike on?
I"'msorry. Could you turn the m ke on, please?

VI CE- CHAI RMAN LI CHT: She can't hear you.

MR COUTO. |'msorry.

THE REPORTER: |s the nmike on?

MR, COUTO  Good norning. Drew Couto,

Thor oughbred Owners of California.

M. "Vidella" (phonetic) has advised
me that there is no contract, new horsenmen's
contract. And he has yet to receive a copy of the
st akes schedule. So he wi shed ne to bring that to
the attention of the Board this norning.

Preli m nari es have not been done yet. W don't have
any idea who the racing secretary is.

CHAI RMAN HARRI'S:  So are you suggesting that

we approve or do not approve the |icense?

MR, COUTO | don't knowif it's possible to
do it on a conditional basis. |'massumng -- we
have had a good relationship with them-- working
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with themin the past. | think we all recognize that
there is some uncertainty as to who the racing
secretary will be -- when that will be. | would
anticipate that we will have an agreenent. W just
do not have one at this tine.

CHAI RMAN HARRI S:  COkay.

MR, TUNNEY: |'m Peter Tunney.

M. Couto's absolutely correct. The
schedul e was expected to go as a tentative -- in a
letter as, tentatively -- tentative first agreement.
And we do not have a purse agreenent. We expect one
in the next 30 days. And at the same tine, we wll
be nami ng a racing secretary within the next 30 days.

So between now and the next Board
nmeeting, if you're going to conditionally approve us,
we will have those issues in place.

The fire clearance, which usually
comes just before the beginning of the neet -- that's
historical with npbst racetracks -- because they're
doi ng the review, making inprovenents, if there are
any; and then the fire clearance is given, obviously
not too far in advance because they want it to --
they want us to be up to code.

CHAI RMAN HARRI S: Okay. What's the pleasure

of the Board?
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COWM SSI ONER SPERRY: | woul d nove that we
approve it, conditioned upon the additiona
i nformati on necessary to conduct the neet.
COW SSI ONER BI ANCO:  Second.
CHAI RMAN HARRI S:  Any di scussion on this?

I think we realize that things happen
sometines; but it would be so nuch better, so nuch
easier if we get all of these things in. Everyone
knows the meeting's com ng up. They know how to get
ahol d of people who can sonehow nake it happen, nove
it al ong.

At the neetings, it gets frustrating
that al mpbst continually this situation -- it's al nost
continually these things happen.

But actually, one nmore thing on the
application, while this vote is still on the floor
still in discussion, there is one thing | requested
for along tinme is with respect to "scal es”
(phonetic) in the docunent and the docunent "scal es”
(phonetic) with newer technol ogi es avail abl e.

So if you've got tinme to do that for
this meet, you might want to take | ook at that. But
that said, all in favor of the notion?

BOARD MEMBER VO CES: Aye.

CHAI RMAN HARRI S:  Opposed?
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(No audi bl e response.)

CHAI RMAN HARRI'S: Next is application for
license to conduct a horse racing neeting of the
Churchill Downs California Fall Operating Conpany
from Novenmber 30 -- Novenber 3 to Decenber 20, 2004.

MR M NAM: Roy Mnani, Horse Racing Board
staff. And this is the application of Churchil
Downs California Fall Operating Conpany at Hol | ywood
Park, running from Novenber 3 through Decenber 20,
2004 -- 36 days, which is 6 days nore than 2003.

They'll be racing 5 days per week,
Wednesday t hrough Sunday, with 8 races Wednesday,
Thursday, Friday and 9 or 10, on a selected basis, on
weekends. 10 races on Novenber 26 through the 28th.
And there will be racing Monday, November 20. First

post will be 12:30 daily and 7:05 P.M post on

Fri day.

The staff still requires sone
additional information -- the horsenmen's agreenment --
t he stakes schedule is in our office -- and we have

not yet received a fire clearance

Staff reconmends that the Board
approve the application conditioned upon receipt of
t he additional information.

CHAI RMAN HARRI'S: Do you have a comment, Eual ?

10
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MR. WYATT: Eual Watt, Hollywood Park.

We do have a horsemen's agreenent
that's -- we had sonme | anguage changes whi ch have
been made. And we would anticipate having it in to
the Board by the m ddl e of next week.

CHAI RMAN HARRI' S:  Any comments from any Board
Menber s?

VI CE- CHAI RVMAN LI CHT: | have a question. \Wat
security are you going to provide for these races?

MR. WYATT: We'll provide whatever the Board

directs us to provide.

VI CE-CHAIRMAN LICHT: 1'd like to see one
person per stall on all the race horses, maybe, Iike,
Del Mar has. | know that this might be |ate notice,
but 1'd like to see Hollywood do that. | think Qak

Tree is doing that.

MR, WYATT: If that's the Board's desire, then
that's what we'll do.

CHAI RMAN HARRIS:  Well, I'"mgoing to talk
about a concern that's come up before -- a concern
that we take these applications for wholly-owned
subsi di ari es, which basically the organization
conducting this race neeting is actually not
Churchill Downs but it's a conpany that we don't know

anyt hi ng about -- technically about.

11



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

We need to make sure that we get the

i nsurance back, liability insurance,

California Horse Racing Board as "additiona

i nsured” -- just

Downs" but it shoul d show t hat

"Hol | ywood Park Operating Conpany"

themto keep in mnd that whatever

ot her conpany.

or whatever it is.
Everyone here realizes that we need
conpany t hey
have -- they have got to have a financial statenment
and liability insurance and not just the parent
conpany -- the parent conpany doesn't really
necessarily represent the guarantees back into the
I will send a certificate to that

MR WYATT:

ef fect.

CHAI RMAN HARRI S

list the insured as

VI CE- CHAI RVAN LI CHT:

the application,

subj ect to Hol |l ywood advancing to

Okay.

"al so i nsured"

nam ng t he

" Chur chi |

is

I will agree to accept

the security of one person per stall -

CHAI RVMAN HARRI S:

procedural --

COWM SSI ONER SPERRY:

CHAI RVAN HARRI S: Al

BOARD MEMBER VO CES:

MR, WYATT:

Thank you.

Second.
in favor?

Aye.

And substitute the

12
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CHAI RMAN HARRI S:  Okay. Thank you.

Next itemis discussion and action by
the Board on the approval of race dates cal endar for
2005 for Central and Southern Thoroughbred neets and
fair.

MR, REAGAN:. Conmi ssioners, John Reagan, CHRB
staff. |'mhere with information.

As you know, in the package, there is
a proposal by the CHRB Race Dates Conmittee.

However, | understand that other proposals may have
come forward and am awai ti ng direction.

CHAI RMAN HARRIS: This is a -- would Sheryl
i ke to comment?

COW SSI ONER GRANZELLA: Why don't you read
the current proposal into the record?

MR, REAGAN:. Ckay. That proposal would cover
the Southern fair situation. | can read the schedule
for you into the record, and you can take it from
there.

The year would start with the neet at
Santa Anita -- 85 days -- from Decenmber 29, 2004,
through April 24, 2005. The rest of the dates will
be 2005. Hollywood Park -- 62 days -- from April 27
through July 17. Del Mar -- 42 days -- fromJuly 20

t hrough Septenber 7. And the fair at Ponobna -- the

13
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L.A. County Fair at Pomona -- 17 days -- from
Sept enber 9 through Septenber 25.

The Santa Anita fall nmeet, OGak Tree --
31 days -- Septenber 28 to Novenber 6. And, finally,
the Hol | ywood Park fall-wi nter neet -- 34 days --
Novenber 9 through Decenber 24. That is the current
proposal

CHAI RMAN HARRI' S:  Wbul d Sheryl have sone

comment s?

COWM SSI ONER GRANZELLA: Well, Comm ssi oner

Moretti and | -- we went through so nany schedul es --
THE REPORTER: |'msorry. | just cannot hear
well at all. Can sonmeone turn the speaker around so

| can hear peopl e speaking? Could a technician be
called to turn the speaker around?
(Brief interruption: Speaker
equi pnent adjusted to all ow
reporter to hear participants
nmuch nore clearly.)

COW SSI ONER GRANZELLA: Okay. Conmi ssioner
Moretti and | felt that the schedule's going to
bal ance between the State |license fees versus
comm ssions and other distributions for
Sout hern California Thoroughbred racing.

W also felt that the additional days

14
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were going assist the union workers in attaining the
nunber of days that they need to maintain their
benefits.

This comm ttee also strongly
recommends that, next year, we do a three-year
schedul e i nstead of a one-year schedule. And that's
just about it.

Thi s has not been an easy process.
We've heard -- we've had -- | don't know how many
neetings we've had. We've heard testinony from
everyone. And, you know, everybody's got a better
idea. But this is what Conmi ssioner Mretti and
came up with. So this is it.

MR. REAGAN: Conmi ssioners, as indicated, that
is the schedule that the comm ttee has worked on and
before you today. And if we can get four votes, we
can get it done.

CHAI RMAN HARRI S:  Well, ny concern on this
schedule -- | realize that a trenendous amount of
wor k has gone into this by the conmittee and the
staff and it's a terribly tough process to sort out.
But | personally have problems with this | atest
proposal in that it seems to me that we were |osing 3
days that could be very good days -- Decenber 26, 27,

and 28th -- or conceivably maybe we could drop the

15
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28t h.

But I would just hate to have us wal k
away from opening Santa Anita on Decenber 26. And
also I've heard from Hol | ywood Park on their concerns
on their total nunmber of weeks -- that they feel that
they have really lost a week here that they would
like to get back, which could happen except it would
force everything back a week, which would push De
Mar into an additional week, which | know that they
have concerns with.

But | think the trade-off, of pushing
Del Mar into an additional -- into an additional week
is, you know, a not-that-serious of a thing.

And | guess part of the thing started
out on the necessity of a long holiday break. And it
seens |ike, as we've really nmassaged the thing
around, | just don't know if | buy into personally
that we need a | ong break because we, you know, we're
in the entertai nnent business and horses are being
fed and cared for every day and that | just don't buy
into the break idea, personally.

This, actually, calendar woul d have a
break from-- the last day of racing this year
anyway, woul d be Decenber 20th at Hol |l ywood ParKk.

And they start back on Decenber 29th at Santa Anita.

16
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To me, that is not a good solution.

VI CE- CHAI RMAN LI CHT:  Well, | think the
conmi ttee changed so dranmatically fromthe proposa
of the last neeting. Did sone new evidence cone
forward or sonething?

COW SSI ONER MORETTI: One of the things that
we did was | ook at |oss of purses -- the |oss of
revenue of the -- also of the license fees.

CHAl RMAN HARRI S: Do we have any data or

anyt hi ng?

MR REAGAN. |'m sorry?

CHAI RVAN HARRIS: Do we -- | don't know if the
Board has really has -- | nean it's kind of

cunber sone where we get these schedul es but we don't
really get the supporting data of why -- you know,
why |icense fees would be better this way versus that
way and all that.

MR. REAGAN: Well, | think, in this particular
case, we're sinply talking a greater nunber of days.

CHAl RVAN HARRI'S:  Well, it |ooks like not -- |
nmean | don't see this as being nore days necessarily

t han the other proposals.

MR. REAGAN: Well, | think, fromthe origina
proposal, it's a few extra days. And that sinply
means nore handl e; nore comr ssions, purses, license

17
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f ees.

VI CE- CHAI RMAN LI CHT: The conmittee doesn't
think the 26th is an inportant day? | nean to ne,
just as a fan, the 26th has al ways been inportant.
And | know | discussed this with Santa Anita --

they'd be willing to rework part of this -- the

26th --

COWM SSI ONER MORETTI: If there's a new
proposal or sonething else that can -- another
conprom se, then | think -- speaking for nyself, I'm

open to hearing it again. W were really hoping --
and | think that M. Baedeker and M. MDaniel and
others put a very strong, concerted effort into
trying to conme up with sonething, you know, that's
good. This is the one that we came up with.

VI CE- CHAI RMAN LI CHT: Right. | guess --

COW SSI ONER GRANZELLA: It's not perfect by
any neans.

VI CE- CHAI RVAN LI CHT: And TOC' s position --
TOC has al ways been very pro the holiday break. This
does not include a holiday break. So |I would assune
TOC is against this proposal? |s that appropriate?

MR. COUTO  Good norning, again. Drew Couto.

Throughout the -- one, I'd like to

thank the Dates Committee. This has -- this has been

18
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an i npossible journey in which you' ve put in so nmuch
effort and tried so hard to resolve. And on behalf
of the owners, we'd like to thank you, begin by doing
t hat .

Wth regard to the break, for 10
years, our organization has put fought to work a
Christmas break into the schedul e because of the
strong belief that the break is necessary for fans,
for horses, and even for backstretch personnel

And we've always felt that, you know,
you can al ways make the argunment that we're better by
running more days in terms of incremental dollars.
But there's a trade-off.

And we've always felt that a break of
three to five days was critical for norale and again
for the fans and horses. So we're disappointed, in
one sense, that there's potentially no Christmas
break moving from 20 -- noving from 2005 tom 2006.

To M. Harris's point about purse
revenues, | would say that, if you |l ook at the 26th,
27th, 28th -- days after Christmas -- they have
historically been nuch nore productive in terms of
purse revenues and track comm ssions, particularly
when the 26th falls on a Sunday, as it would in 2005.

It would certainly suggest that the

19
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trade-of f of those days early in the year for three
days before Christmas may not be in the industry's
best interests in terns of overall revenues, whether
that's comm ssions or purse revenue.

| don't -- we've tried to nake it a
poi nt, as best as possible, to stay neutral on these.
And we're -- we're going to continue to do that but
just point out, again, that we are very much in favor
of a break and woul d appreciate that being
consi dered. Thank you.

MR. " DOUGHERTY": "“Charlie Dougherty"
(phonetic) of California Thoroughbred Trainers.

| too would like to echo that, for a
great nunber of these past years, CIT has been a very
strong advocate for a holiday break. What we have
found is that just the nood of the entire barn area
finds it a refresher to have this break, a sense of
what goes on if people understand they have the
ability to get away for the three; five; you know,
si x days -- whatever.

For the trainers who are training
their horses year-round, it gives thema chance to
relax their barn, to allowtheir help to take sonme
extended vacations at Christmastine if they choose.

To M. Harris's point, yes, the horses

20
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still are being fed and watered. But at the sane
time -- | think you could ask any one of your
trainers -- it is a conpletely different atnosphere
on a dark day versus a race day at a barn. There is
nore hel p i nvol ved when there's race days versus dark
days.

And that break at the holiday gives
"ema chance to really, as | say, relax the help
And | can tell you the barn help has enjoyed the
hol i day break. W too don't want to take sides on
this on any one particular track. But we would
strongly ask that a holiday break be given. Thank
you.

COWM SSI ONER MORETTI: | don't think there's
anyt hing that we can do that doesn't look like we're
taki ng sides on one way or another. |I'mkind of --
I"mover that, at this point in time, because we
don't want to penalize any one of the racing
associ ations and, you know, it's -- first, it's Santa
Anita; and then it's Hollywood. Then it's Del Mar

So | nean that's -- you know, we
didn't go in there trying to get at anyone.

| do want to make one point, though
On the three-year plan -- we strongly suggest that.

Unfortunately by the tinme that we had decided to do

21
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that, we -- the Board had al ready adopted the
Northern California schedul e, which put us out of
whack to try and inplement a valid three-year plan

The staff tried to maneuver that in
some way, shape, or form And I'mtold that it
didn't work.

COW SSI ONER GRANZELLA: So the whol e process
woul d have to start all over again.

EXECUTI VE DI RECTOR WOOD: | just want to
clarify.

M. Dougherty, did you say that, in
2005, there was no break, no holiday break -- 2005 to
2006 cal endar schedul e?

MR COUTO M. Wods, | believe that was ne
who said we had a concern. |f you | ooked at the
schedule, it's unclear what the break would be at the
end of 2005-2006. If we were to return to the
traditional calendar -- | hate to say
"traditional" -- but what has historically been a
Decenber 26 opening -- for the year 2006, you would
have essentially one day off.

We don't know what -- we don't know
what woul d happen -- if this starting date of the
29th woul d become the new paradi gm and nove forward

or what. So it's just a concern. |If you look at the
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cal endar, you can't figure out where that break will
be.

EXECUTI VE DI RECTOR WOOD: But isn't that
argunment that you would put up nore allocation of
race dates -- excuse ne -- for next year? And what
is the break for this year, this conming year?

MR. COUTO. | calculate the break for the end
of this year -- 2004 -- to be approximtely a nine-

day break or an eight-day break. For 2006 -- for

the --

EXECUTI VE DI RECTOR WOOD: No. For just 2004,
there's a eight- or nine-day break? | guess --

CHAI RMAN HARRI S:  Wbul d you, just to clarify
it, though, would you as -- | nean just -- | just

want to understand TOC s position, which |'ve been
accused of questioning exactly where they are at
times -- which is why | want to clarify this one.
Now, woul d you support -- would you
prefer a nine-day break over a six-day break?
MR, COUTO Wuld | -- would we support it?
CHAI RMAN HARRI' S:  Not "support" -- prefer
You got two choices. You got a nine-day break or a
six-day break. [I'd just like to pin you down --
whi ch one you'd Iike.

MR COUTO Al right. As | said early on, |
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mean, we can have an extrene position, too. W can
race 365 days and have increnmental gain, or we can
have a ni ne-day versus six-day break. | think if you
trade everything off, the reality is the nine-day
break is probably unrealistic.

| nean that's, | think, the reality of
the situation. And we're not here to be dogmatic and
say, "Mre days off is a better way to go." W' ve
al ways sought a reasonabl e break. And, you know,
ni ne days i s probably sonmething that has -- that |
don't think anybody woul d see as a reasonabl e break
anynore.

Wuld we like it? Sure. Is it
reasonabl e? Probably not.

CHAI RVAN HARRI S:  Well, | mean to meke the
i ssue clear, you don't generate any purse nobney on a
day off that | can understand except -- am | m ssing
somet hi ng here?

MR, COUTO No. What I'mmissing is the
correl ation between a nine-day break and the dates
issue in front of us. |'mpointing out that the
schedule, if it begins on the 29th, nmeans that, at
the end of this year, there's a nine-day break. And
at the 2005-2006 year, nobody knows what the break

will be.
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It's conceivable that it could be one

day. We don't know. W just raised that question.

EXECUTI VE DI RECTOR WOOD: M. Chairman, |'d

like to hear from Hol | ywood Park, and then |I'd al so

like to hear fromthe public as to what their thought

is.

MR. BAEDEKER: Thank you, Conmmi ssioners. Ric

Baedeker, Hol |l ywood Park.

First of

all, | feel that it's

necessary to address the proposal that is currently

on the table fromthe Dates Conmittee. | know t hat

have supplied each of the Comr ssioners with our

t houghts. But | think it's inportant to mention a

coupl e of those things for the record.

If the purpose in fashioning the

cal endar is to maxinm ze conm ssions and purses, then

| would argue that we should run year-round at De

Mar. Said anot her way,

there's no question that

Hol | ywood Park is |low man on the totem pole when it

conmes to generating purses and comr ssi ons.

I'd love to have that switch one day.

We're working every day to nake that happen. That's

a good, positive thing.

To take a week out of the

spring-sunmmer season at

Hol | ywood Par k deci nates our

25
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st akes schedule. W have already had to trimthat
schedul e, as you're aware, over the |last three years.
By losing the first week of our neet, we would have
to trimabout 450,000 fromthe stakes schedul e goi ng
forward. At sonme point, we don't have a neet.

And | woul d argue before this Board
that the circuit is inmportant in Southern California.
The change of scenery is a good thing for the
product, not only locally but also around the
country. It is a good thing in terns of the racing
surfaces -- keeping -- keeping surfaces fresh and
safe, particularly the turf courses.

So | think there's perhaps nore to
this than that just trying to finalize a cal endar for
next year. The Dates Comrittee, in trying to be
fair, threw a couple of Wednesdays after holidays
back into the spring-sunmer neet, to take Hollywood' s
spring neet from60 to 62 days.

And as | pointed out to the Board
Menmbers, we sinply could not run on July 6. That
falls equidistantly between our Anmerican OCaks weekend
and our Hol |l ywood Gol d Cup weekend, both of which
of fer guaranteed Pick 6's.

As the racing secretaries can attest,

they work for several weeks to guarantee that we've
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got full fields on those days so that we do have a
great product on those days and can sustain a
mllion-dollar guarantee on the Pick 6. |[If you've
been there, you know.

I mean all the tracks around Sout hern
California are doing it. They're throwback days.
We've got full fields all day. The public loves the
days. They're success stories.

If we throw an additional day of
racing on July 6, at a tinme when a | ot of horsenen
are beginning to lay in wait for the Del Mar neet, it
i s doubtful whether or not we can field a card that
day. And we're very troubled that our big days --
Anerican Oaks and Gold Cup Day -- would al so have
fewer horses available to conpete.

So taking a week out of the Hollywood
spring meet is just deadly for our neet.

If I mght, 1'd |like to go back a
nonth to the proposal that the Dates Committee nade
at the August neeting at Del Mar. [It's the sane
proposal that surfaced when, | think, the Dates
Committee first nmet. |It's a calendar that is very
simlar to that created by the California Horse
Raci ng Board in 2001 for the 2002 season.

It has a six-day break before
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Christmas. And to create that break, all of the
nmeets were shoved backwards. And the final week of
the Santa Anita neeting was swal |l owed up. The
reasoning at the tine was that Santa Anita woul d
benefit fromthe -- a business windfall, given a
significant break before their wi nter neet.

Now -- granted -- the results weren't
as positive as everybody thought they would be.
Santa Anita's argued very el oquently al ong those
lines. | don't know if, as a matter of fact, there
is still support for a Christmas break. |'m hearing
that nmost people don't think the Christnmas break is
going to work after Christnmas.

| said, early on, in private
di scussions with M. MDaniel that, if everybody el se
in the industry decided that the Christmas break was
no | onger inportant, that | would capitul ate and go
al ong. | never thought that would happen. It just
backfired in the worst kind of way.

But apparently that's where we're
headed. So if the industry and the Horse Racing
Board no | onger believe that a Christmas break is
desirabl e or necessary, then my fall back proposa
woul d be to go back to the old way it was done prior

to the Board's having nade a change from 2001 to
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2002.

What that means is that Santa Anita
gets another week at the end of their meet. The rest
of the calendar is shoved back forward towards
Christmas, with Hol | ywood Park racing up through
Decenber 24th. Granted -- Del Mar, shoved back a
week. It closes a week after Labor Day. Oak Tree
May have sone issues with Breeders' Cup events. But
honestly that's the way it used to be.

So to summarize and to clarify, 1'd
like to make three points.

| strongly urge the Board not to
accept the nost recent proposal by the Dates
Committee. Very injurious to Hollywood Park.
Hol | ywood Park's position is in support of the
cal endar that was submitted at the August neeting at
Del Mar.

But I would also |like to go on the
record as saying that, if as a matter of fact, we
deci de here today that a Christmas break is not
desirable, then |I would suggest that the nost fair
solution is to go back to the calendar as it existed
bef ore 2002. Thank you.

CHAI RVAN HARRI' S:  Addi tional conments from --

MR. McDANI EL: Jack McDaniel, Santa Anita
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Par k.

I"d like to thank M. Baedeker for his
comments. | think he franed the problens that we've
all been dealing with quite accurately. Some points,
t hough, | think that may draw some of these into a
little sharper focus -- let's start with the
Christmas break because | think the Christmas break
is really at the root of all of this.

It did, in fact, lead to a decision in
2001 to radically change historical pattern of
cal endars and probably set in notion the difficulty
that this Board and all of us have been having this
past several nonths.

The one point that | differ with
M . Baedeker on and to that, you know, maybe to the
benefit of the -- of the concern that's addressed by
TOC and the CTT is that | don't think that this
proposal, as the Board has drafted it, in fact,
elimnates the Christmas break.

We have put on the table -- we
continue to put on the table -- we can't back away
fromwhat we have offered and pronmised -- that, if
there is a Christmas break -- there's no other way to
deal with the Christmas break other than to hurt

either the Hollywood fall neet or the Santa Anita
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nmeet, then we woul d accept the pain of absorbing that
break. W would do so on the other side of the
Chri st mas.

Now, that's generated a great deal of
controversy in terns of the novenment of our opening
date or the clearing of dates after our opening date.
It's on the table, though. It's really an issue that
can be discussed next year or, for that matter, for
the next 12 nonths until we get back to this point in
time.

We do have tine to discuss that.

We're not going to back away froma promise to create
the break if indeed that's what the industry wants.
So we stand commtted to that opportunity. It seens
like the larger issue is not about Christmas. |It's
about breaks. We don't have breaks between any of
our neets.

We believe, in reviewing the history,
that what really happened that notivated this Board
to Il ook for a break was not just at the Christmastine
but throughout all the schedules and all the neets.
And | think that's a larger, nore difficult issue for
each of the associations to address anong thensel ves
and perhaps cone back with some consensus report on

that matter.
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We've | ooked at ways in trying to
clear dates inside our neet. All these things,
think, have nerit. They need to be thoroughly
di scussed. The point that we -- | think we're al
making to the Board is this: There's sone radica
opportunity here for great injurious harmto one or
nore of these associations.

You know, and obviously as our case
presented, inasnuch as Santa Anita would suffer the
nost if we went back to the proposal that was on the
table at the |last neeting, Santa Anita would not hurt
as nmuch if we noved to the proposal that's on the
tabl e now fromthe Board

| absolutely concur with M. Baedeker
It would be hard to suffer the |loss of a week to the
st akes schedule. However, he's -- he has an
opportunity we don't have. He can nove that week
down to the beginning of his fall neet. [It's not
attractive, and | acknow edge that.

But it's nuch less attractive if you
consi der the 450,000 he might |ose in stakes noney
woul d be 600, 000 that we'd have to | ose in stakes
money. We'd have to juggle our series around and
start -- we start series on top of series. |It's

really a devastation.
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I think, at this point in tinme, what
we can present, again, to you is perhaps, in the
abundance of caution, the road map that we've got for
25 years may be the safest place for all of us to
return back to again.

I ndeed, if you look at this
docunent -- we can give you nore copies if you'd like

to, you know, reexamine 'em-- in 1983, the first
time that this -- this very calendar that we're
| ooki ng at cane up, the pattern of dates that was
distributed by the Board is identical to the pattern
of dates that we've, you know, essentially proposed
for the last several nonths and the one that
M . Baedeker refers to as his -- his "secondary
position."

It does the least harmto all of us.
It doesn't give Del Mar the nore favorable position
that they seek, but it certainly doesn't give
Hol | ywood any | ess than they woul d have historically
expected. And it doesn't give Santa Anita any | ess
than it has historically expected. Can | answer any
guestions?

CHAI RMAN HARRIS: It gets a little

conplicated. | personally support what | think is

the Santa Anita position on this cal endar, where

33



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

effectively the difference is you start -- you'd push
everyt hing back. But we basically -- we start --
your meet would go -- your spring neet would go
t hrough the 24th.

MR, McDANI EL: Chairman Harris, we have copies
of that.

CHAI RMAN HARRI S:  Yeah

MR. McDANI EL: Wbuld it help the Board?

CHAI RMAN HARRIS: It would probably -- it
m ght be hel pful 'cause we've got so nmany different
t hi ngs here.

VI CE- CHAI RMAN LI CHT: That would put Del Mar a
week after Labor Day and -- and --

MR, McDANI EL: That would put Del Mar a week
after Labor Day this coming year

VI CE- CHAI RMAN LI CHT: And it would also --

MR. McDANIEL: | believe that, three or four
years forward, just by operation -- the way the
cal endar noves -- they nove up to the favorable

position which is what they like, which is one day
after Labor Day. And they'd stay in that position
for two years. And then they'd revert back to this
historical pattern, which, you know, a week -- a week
beyond - -

VI CE- CHAI RMAN LI CHT: I think that that's a
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maj or probl em for our horse -- our stakes horses.
guess Chilly or TOC woul d know nmore about that than

woul d. But you end up with a |lot of races --

Breeders' Cup preps -- very close to the Breeders
Cup. | don't know. | don't know. Like we said or
John said -- there's no way to pl ease everybody here.

CHAI RMAN HARRI'S:  When is the Breeders' Cup?
In this year, it's -- what's the date?

UNI DENTI FI ED SPEAKER: 30t h.

CHAI RMAN HARRI S:  30th. What is it next year?

VI CE- CHAI RMAN LI CHT: It hasn't been set yet,
as far as what we found out.

Ri ght, Rick?

And | think Rick |ooked, and it was
ei ther October 29 or Novenber 5. They hadn't deci ded
yet.

CHAI RMAN HARRI' S: The preps -- there are --
it's always been an issue on these prep races. But |
don't know if we can really set our racing cal endar
strictly based upon that. Just --

COW SSIONER MOSS: It is a pretty safe bet,
too, that OCak Tree's last three days in Septenber --
obviously it's hel pful, you know, to have those
preps.

CHAI RMAN HARRI' S: | guess what happened | ast
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time, we did the overlap. |Is there any nore support
for the OGak Tree -- the Sunday-overlap progran? That
was one way it was resolved last time. W could run
both Fairplex and GCak Tree on that Sunday.
COW SSI ONER MOSS:  Could | just say one word

about breaks? |If we consider ourselves a nationa
i ndustry, there is no break at all. And | think for
different barns and different stables, Ponona
represents a break of sone sort.

Santa Anita doesn't take advantage of
Decenber 26, which is, | think, as Roger said,
everybody knows that's opening date of Santa Anita.
It's a big deal. | mean sonebody else is racing
somewhere else in the country on Decenber 26. So
it's not like, if you got a good horse, you're
shipping it. So | don't understand the break
situation, actually.

I know Sout hern California trainers,
that I know, do plan to have breaks at different
ti mes and have personnel take over for them and
different situations. | just don't, as an owner,
understand the Christmas break taking up such a, |
t hi nk, a substantial anount of the calendar. That's
all I want to say.

MR, CHI LLI NGWORTH:  Sherwood Chil I'i ngwort h,
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OGak Tree Racing.

Wth regard to doing an overlap day,
again, could it provide us nore prep racing time for
the Breeders' Cup? | don't think we favor that. It
was a very conplicated day last year. And | think
both Fairplex and ourselves would not favor trying it
again. W're still unravelling some of the financia
aspects of it.

One of the things | think you all have
to consider is that Breeders' Cup -- their
rel ati onship, TV-wise, with NBC ends next year. And
they may go to another network. Right now, they're
constrained in their -- they would rather run the
first Saturday in Novenber.

But because NBC is committed to Notre
Dame football, they have to take what's left. And
know that they're hoping to renegotiate the contract
with NBC to try and take care of that problem But
they have another network they are al so considering.
So beyond next year, | don't think that it's chipped
in stone that they're going to be running the |ast,
you know -- the last week in October.

VI CE- CHAI RMAN LICHT: It has nothing to do
with weather? | thought that was a factor in the --

MR, CHI LLI NGWORTH: Wl |, they don't want to
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go beyond the first Saturday in Novenmber. But they
prefer to go the first Saturday in Novenmber as
opposed to the last Saturday in Cctober

CHAI RMAN HARRI' S:  Well, we've got quite a few
alternatives here. | think we need to keep trying to
elimnate any six-day weeks that we can, which is one
reason | |liked the Santa Anita proposal, | guess.
It's the one that was passed out and ended in -- it
does elimnate the six-day weeks except the overlap
during Del Mar and Fairplex. But it does push De
Mar back a week.

['mnot sure -- | mean other than the
st akes issues -- how big of a problemthat is for De
Mar .

MR, FRAVEL: Craig Fravel, Del Mar
Thor oughbred Cl ub

I don't want to just cavalierly give
away the idea of us closing the day after Labor Day.
Peopl e think, you know, "Take a successful neet I|ike
Del Mar, push 'em back a week -- you know, they can
take it. It's no big deal."

And it's true that, you know, if you
go back to 1983 and the cal endar that was created
then, we were on that kind of time frane where we

ran, nost years, a week after Labor Day. And then
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one or two years, if we'd had good years, we'd close
right after Labor Day.

If you go back further, however, Santa
Anita used to run 55 days and Del Mar ran 43. And
maybe we ought to go back to that calendar, if we're
really concerned about historical precedents and
getting back where we used to be.

Fact of the matter is, you know, tines
have changed since 1983. Schools start at different
times. Horsenen, | don't think, are quite as nobile
as they used to be. They tend to have hones and
famlies like everybody else. And the fact of the
matter is that the week after Labor Day is a -- is
sonet hing of a hardshi p on horsenen.

A lot of the L. A schools open right
after Labor Day; and we see a | ot of people heading
back with kids and their famlies, trying to get back
into the rhythmof things in Los Angeles County. So
I think it's a nmeaningful issue for both horsenen and
for us.

We' ve run some numnbers on it, tried to
be realistic about it. | think we sent it to the
conmittee yesterday. [|'mnot sure they got it in
tinme. You know, our viewis that this costs -- that

switching the calendar to go the week after Labor Day
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costs us about $300,000 in commission income -- if
you conpare the first week of 2004 with the | ast week
of 2003, when we did run after Labor Day; throw out
openi ng day; switch it with another Wednesday to nmke
it nmore conparable -- we're in the hole by about
$300, 000 of conmi ssions, and purses are negatively
i npacted by about a quarter of a million dollars.
That may not seem as | arge as what
Santa Anita's projecting as their negative inpact

fromthe cal endar that was proposed by the conmittee.

But -- but to a short neet that has only a certain
anount of time to make all its noney, doesn't have
120 days of racing to count on -- that's a

signi ficant inpact.

And | think I have to rem nd you al so
that everything we make ends up going back into the
raci ng product with capital inprovements at Del WMar

And our clear preference -- and we've
been trying not to nake a big deal about it -- but
our clear preference is to remain on the current
cal endar where we cl ose the Wednesday after Labor
Day. We think that makes sense from a fairness
standpoint, fromthe horsenen's standpoint.

And candidly, | think, froma business

standpoint, in all of our cases, it nmakes sense to
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hi ghlight the top neet of the year and the top dates
of the year. And, clearly, those sunmer dates are
when California racing gets the nobst prom nence ot her
than, candidly, the week after Christmas, when Santa
Anita's got the stage.

So | would just urge you to take into
account the -- not only the financial inpacts to us
but what nmakes the nobst sense in terns of putting on
the best show -- and | think the track average is
17,000 people a day -- ought to get sone credit for

doing that in terns of the best dates.

CHAI RMAN HARRI' S:  Thank you. | wasn't quite
sure -- | would have liked to have seen the data.
That's one of the things with all these things -- we

need to get all the data to the Comnr ssioners as
pronptly as we can, and then they'l|l argue whatever
the case is.

But | was under the inpression that,
like, last year, when you ran the week after Labor
Day, that your results were sonewhat simlar, in
attendance anyway, as they were this year when you
cl osed the Wednesday after Labor Day; is that
correct?

MR, FRAVEL: They're not dramatically

different in attendance. But what happens is you

41



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

have a | ot of handle shift fromon-track to
of f-truck. And the negative inpact of that is you

have to take higher-yielding dollars and turn 'em
into |l ower-yielding dollars because peopl e nove back
to either Orange County or L.A. or wherever they
happen to cone from

So, yeah, it's true that, if you just
| ook at the raw nunbers, they're not too far off. W
managed | ast year, mainly thanks to sonme significant
promotional efforts involving match races with "Julie
Crone" (phonetic). And the year before, we put on a
nmul e match race

And what you have to do is really you
punp things. And, whereas, you know, if you're on
the better cal endar dates, you can focus your
resources on nore traditional forms of marketing.

And, candidly, there's no guarantee
that every year you're going to have a Julie Crone
and a Pat Val enzuel a conming down the wire for the
jockey title or "black ruby cal ves" (phonetic)
available for a match race. | think those kind of
things - we are kind of lucky to keep the nunbers
goi ng and keep interest |evels high

But the fact of the matter is nobney

shifts. And we end up with a | ot nore noney bet off-
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track than on. And we just nmake a lot | ess noney off
of that, you know. |'d be happy to go through the
nunbers with anybody and go through Santa Anita's
nunbers.

I think, you know, that the nunbers --
it's very hard -- and | pointed this out in a prior
letter to the cormittee; and | know you' ve seen a
mllion numbers already, both fromus and Santa
Anita -- candidly, | didn't send you a | ot of stuff
earlier because, on every calendar |'ve seen so far
Del Mar was doing fine. So | didn't see the point to
maki ng a bunch of big argunments about things.

It's only yesterday and today that the
i dea of getting pushed back, again, seens to have
risen to the forefront.

But, you know, the nunbers are pretty
clear. |I'mnot sure there's a -- | think Santa
Anita's estimates of their harmfromthe preceding
cal endar, the August cal endar, aren't as drastic as
they've made 'em out to be.

I think we've given a pretty good
estimate of what the negative inpact on us would be.
And, again, 1'd certainly be willing to go through
those nunbers with you if you want to do that.

CHAI RMAN HARRI'S:  Any nobre comments fromthe
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audi ence?

(No audi bl e response.)

CHAI RMAN HARRI'S:  This is a tough decision

Do we need to make this decision at

this meeting?
EXECUTI VE DI RECTOR WOOD: Wl |, you have a

recommendati on from your Race Dates Conmittee.
That's what your -- that's what's on your agenda for
this nonth. And | think, as you did last nonth, you
probably want to see if you have a notion to approve
the comrittee's recomrendation on race dates. And if
you do, you can vote

If you don't, get the mpotion to carry
that proposal; and the commttee may nmake a
recommendation to select another one. O they may
make a recommendation that says, "W put this over to
Oct ober, " which | think that would be about the
fourth month we've put this over. So those are the
choi ces you have, it seens to ne.

But you have an agenda item And it's
a recomendation fromthe Race Dates Committee for
Sout hern California Thoroughbred and fair race neets
for 2005. So if soneone on the comittee wants to
carry that forward, | guess they coul d.

CHAI RMAN HARRI'S: | think sonebody on the
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committee needs to --

COW SSI ONER MORETTI:  well, | --
CHAl RMAN HARRI'S: -- as far as the npotion
COWM SSI ONER GRANZELLA: 0Oh, one of us? Okay.

| make a notion to approve the
presented in the packet for
CHAI RVAN HARRI S Okay.
Anita starting on the 29th of -
COW SSI ONER SPERRY: M
CHAI RVAN HARRI S
a second to the notion?
COWM SSI ONER MORETTI :

make sense if | seconded.

Is there a second?

Vell, |

2005 race dates as

Sout hern Cali fornia.

So this has Santa

. Chai rman?

Is there

guess it would

VI CE-CHAIRMAN LICHT: 1'd like a roll cal
vote on this.

COWM SSI ONER SPERRY: M. Chairman --

COW SSI ONER MORETTI:  John, | think, has a

nmoti on.
COW SSI ONER SPERRY: |
amendnment to the notion --
CHAI RMAN HARRI S: Wl | -

COW SSI ONER SPERRY: - -

think we're open to an

is a substitute

calendar. | would make a notion that we accept

the -- the cal endar that was presented, | think,

guess, by the gentlenman from Santa Anita.
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CHAI RMAN HARRI S:  Well, why don't -- it mght
be easier to vote this -- the conmittee
recommendati on up or down and then go to a --

EXECUTI VE DI RECTOR WOOD:  Since you have a --
that woul d probably be the correct way to handle
this. You' ve got a notion and a second; so you --

CHAI RVMAN HARRI'S: | understand. | think it's
alittle conplicated.

I think basically I'"'mkind of with you
on that. But | think it's -- probably it mght be
better to just vote on this and then get it all over
wi t h.

COW SSI ONER SPERRY:  Well, but -- but | have
a right to make that anendnent --

CHAI RVAN HARRI S: Wl |, yeah

EXECUTI VE DI RECTOR WOOD: The person who nekes
the nmotion --

CHAI RMAN HARRI S:  How s that work
procedural | y?

Can anybody -- any Board Menber vote
to anend a nmotion? O you do need the approval of
the notion maker?

MR MNAM: -- on the floor now --

COW SSI ONER SPERRY: There has to be a notion

and a second --
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MR MNAM: -- go to a second. Then you vote
on the substitute notion.

COW SSI ONER SPERRY: The substitute notion

CHAI RMAN HARRI S:  Ckay. The substitute notion
is the Santa Anita proposal. Okay. W got a notion
or a substitute motion from M. Sperry.

I's there a second to his notion?

EXECUTI VE DI RECTOR WOOD: There has to be a
second and then --

COWM SSI ONER BI ANCO.  Second.

CHAI RVAN HARRI S:  The second -- the second to
your notion -- so now we're -- we're going to be
voting on the substitute nmotion of M. Sperry, which
is the -- effectively the Santa Anita proposal, which
opens Santa Anita on Decenber 26 and runs --
basically noves Del Mar one nore week backwards.

EXECUTI VE DI RECTOR WOOD:  Shouldn't we read --
shouldn't we read that into the -- shouldn't we read
those dates, so everyone clearly understands them
into --

CHAI RMAN HARRI'S: Do you want to read those
dates into the record?

VI CE- CHAI RVMAN LI CHT: What happened to the
first notion? That's what | want to --

CHAI RMAN HARRI S:  Well, we've got to -- we've
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got to deal with -- | guess, procedurally -- what? --
we voted a substitute. Then we go back to the first
or what ?

COW SSI ONER SPERRY: If -- if the original --
if the substitute notion passes, then that is the
notion. Then it goes in the record.

MR MNAM: That is --

COW SSI ONER SPERRY: If it's defeated, then
the original notion is voted on

CHAI RMAN HARRI S: Okay. Does everyone agree
with that, on the Board, procedurally?

COW SSI ONER MOSS: | think we should
descri be, you know, what --

CHAI RMAN HARRI'S: | think we shoul d
describe -- | think we described -- | just wanted to
see procedurally. Let's have -- well, this was the
thing that Jack MDani el passed out, | believe. So
why don't we -- John Reagan can review this just so
everyone under st ands.

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

For the record, the proposal before
us, presented by the Santa Anita Group -- 2005 --
Santa Anita, starting on Decenber 26, 2004 -- for 87

days -- through April 24th, 2005. The rest of the
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dates will be 2005.

Hol | ywood Park, Spring: April 27
through July 24, for 65 days.

Del Mar: 43 days. July 27 through
Sept enber 14.

The L. A. County Fair, Fairplex: 17
days. Septenber 16 through Cctober 2nd.

OCak Tree, Santa Anita, Fall: 31 days.
Cct ober 5th through Novenber 13.

And the Holl ywood Park Fall Meet --
Fall -Wnter Meet: 29 days. Novenber 16 through
Decenber 24.

VI CE- CHAI RMAN LICHT: | see this as a mmjor
negative i mpact on our racing program having Del WMar
race a week after Labor Day and basically naki ng nost
of GCak Tree not viable as a Breeders' Cup prep neet,
nmysel f.

COW SSI ONER MOSS: | agree.

CHAI RMAN HARRI S: Ckay. We've got a notion on
a substitute amendnent by M. Sperry to approve the

cal endar that was just stated that was seconded by

M. "Moss."
Al in favor?
COW SSI ONER MORETTI: It wasn't seconded by
M. Moss.
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BOARD MEMBER VO CES: It wasn't seconded by
M. Moss.

COWM SSI ONER SPERRY: It was seconded by M.

Bi anco.
COW SSI ONER MOSS:  Seconded by M. Bi anco.
CHAI RMAN HARRI' S:  Yeah. Seconded by M.

Bi anco.

Okay. Let's have a roll call vote

Would you call the roll?

VR, "DOUGHERTY": Excuse me. Excuse me. |Is
there tine for a corment before you nmake another vote
on the notion?

CHAI RMAN HARRIS:  Well, | think -- what | mean
is -- it isn't really -- | guess there's always tine
for comrent. Go ahead.

MR. " DOUGHERTY": Well, Charlie Dougherty,
California Thoroughbred Trai ners.

One thing | would like to point out --
you have already approved a Northern California
schedul e. How does this inpact the Northern
Cal i fornia?

And | would just point out, for the
record, this, then, has racing up to Decenber 24.

And not knowi ng what would be into the 2006 schedul e,

again, | would reiterate CIT's position -- whether it
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be before or after Christmas, we would |ike sonme sort
of holiday break.

CHAI RVAN HARRI'S: | think we -- one issue I'm
not clear of -- if, down the road, say, we need to
nodi fy Northern California's schedule or nodify parts
of this schedule, does the Board have |atitude at
some point to nake nodifications on these dates? O
are these solid? O how does that work?

EXECUTI VE DI RECTOR WOOD: Yes, sir, you do.

As a matter of fact, we have to revisit the harness
race dates. And we also have to revisit, well, the
harness race dates before the end of the year. So
you have the latitude to do that.

I f sonme new evi dence cones forward
that you didn't have at the tinme you were making this
decision, that's quite acceptable.

Are you ready for a vote?

CHAI RMAN HARRI' S: Okay. Let's go ahead with
the vote.

EXECUTI VE DI RECTOR WOOD:  Conmi ssi oner Licht?

VI CE- CHAI RMAN LI CHT:  Opposed.

EXECUTI VE DI RECTOR WOOD:  Conmi ssi oner Bi anco?

COW SSI ONER BI ANCO:  For.

EXECUTI VE DI RECTOR WOOD:  Conmi ssi oner

Granzel | a?
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COW SSI ONER GRANZELLA: Opposed.

EXECUTI VE DI RECTOR WOOD:  Conmi ssi oner
Moretti?

COWM SSI ONER MORETTI @ Opposed.

EXECUTI VE DI RECTOR WOOD:  Conmi ssi on Sperry?

COW SSI ONER SPERRY: I n favor.

EXECUTI VE DI RECTOR WOOD:  Conmi ssi oner Mpss?

COWM SSI ONER MOSS: Opposed.

EXECUTI VE DI RECTOR WOOD: Chai rman Harris?

CHAI RVAN HARRI S:  Yes.

EXECUTI VE DI RECTOR WOOD: That's 4 no's and 3
yes's. The notion does not carry.

CHAI RMAN HARRI' S:  Now, we go back to the
original notion by Ms. Granzella, which was the
committee proposal, which is in your binders, which
is -- basically starts Santa Anita on Decenber 29th
and allows -- does not have the -- basically closes
Del Mar the week -- the day -- Wednesday after Labor
Day.

So, anyway, should we just go ahead
and vote?

VI CE- CHAI RMAN LI CHT: | have a question on the
di scussi on.

John, could you conpare -- do you have

copies for us? -- fromthe committee's original
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proposal conpared to that proposal that's now in
front of us as a notion?

MR. REAGAN:. The August proposal ?

EXECUTI VE DI RECTOR WOOD: Is that the August
proposal ?

VI CE- CHAI RMAN LI CHT:  Yes.

MR. REAGAN: | have a bar chart that | can
read into the record, or you can examne it. And if
you have specific questions, | can certainly answer
t hose.

EXECUTI VE DI RECTOR WOOD: M. Baedeker may
have that --

VI CE- CHAI RMAN LI CHT:  Just happened to have

EXECUTI VE DI RECTOR WOOD: \Where's the
staff's --

M. Licht, did you want M. Reagan to
read any of that calendar into the record? O do you
want to just ask questions?

VI CE- CHAI RVAN LI CHT:  Well, |I'mjust | ooking
at it. Comm ssion Sperry gave nme a copy of it.

EXECUTI VE DI RECTOR WOOD: He's | ooking at the
August cal endar that was presented to the Board | ast
nmont h.

VI CE- CHAI RVMAN LI CHT: Essentially, it's ny
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understanding that the conmttee feels that their
proposal for this neeting is better than the prior
"proceedi ng" because -- proposal -- because it
generates nore income to the State.

Is that an accurate synopsis?

COWM SSI ONER MORETTI:  Less --

VI CE- CHAI RMAN LI CHT: Less what ?

CHAI RMAN HARRIS: We're missing -- yeah --
the --

So | guess the notion we got on the
table is the committee proposal for 2005, which is in
the binders. WIlIl, let's go ahead and vote on that.

VI CE- CHAI RMAN LI CHT: Could we have a mnute
to | ook at this one?
CHAI RVAN HARRI S:  Ch, okay.

My concern with this one is that it --
one of the things is it puts a lot of six-day weeks
back into the schedule, which I think we should try
to get away from because | think we can build field
si ze somewhat by having five-day weeks in those
Wi nter-spring periods, particularly.

COW SSI ONER SPERRY: M. Chairman, is it
necessary that we vote on it today rather than -- in
trying to look at all of these calendars that are in

front of us and trying to get from each organi zation
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the inpact on the calendar as it's being proposed to
be changed, either the one that's on the table right
now or the one that was on the table last -- |ast
nonth so that one can neke a nore intelligent
deci si on on how to vote?

CHAI RMAN HARRI' S:  Yeah. | feel that way. [|I'm
concerned that I'mnot really able to really see al
the data that possibly could be there. But | --

Wul d you be interested in nmaking a
notion to table --

COWM SSI ONER MORETTI: M. Chairman, if it
woul d nake sense, what | would do is defer ny
position on the cormittee to M. Sperry because
think that a fresh set of eyes m ght be sonething
that's needed and that -- and if we don't have to
make a decision this neeting, then that would be --
we could make it next meeting. That would give him
time to |l ook through all the -- all the variables.

CHAI RVAN HARRI S:  Yeah. Well, right now, |

mean, just to get the rules of order in place here,

t hough -- we've got a notion on the table and a
second. We need -- if we're going to not vote on it,
we need a notion to table it, | guess.

EXECUTI VE DI RECTOR WOOD: Sonebody at the

nm crophone.
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CHAI RVMAN HARRI S:  Co ahead.

MR, COUTO  Recognizing that this m ght not be
hel pful, but I'll nonethel ess suggest it. Is it
possi bl e, perhaps, to convene a comrittee neeting in
which all of the data, that | think this Board is
| ooking for, is conpiled and submitted to the
committee nmeeting and di scussed and, hopefully, in
addition to the Committee Board Menbers, any other
Board Menbers m ght attend?

We could all, with data in hand,
hopeful ly convi nce one another what the best schedul e
is and, at the Cctober neeting, perhaps, have a
resolution that everybody's prepared to live with?

CHAl RMAN HARRI' S:  Yeah. | think that woul d be
good. | think it should be sonething open to the
total Board, you know, possibly to be in commttee
nmeeti ng but be understood that the Board woul d be
avai | abl e maybe.

MR COUTO. W -- on behalf of TOC, we
i ndicated | ast nonth that we would be prepared to
assenbl e whatever data you'd like. W' d dedicate
"W | son" (phonetic) to that. And | know the
racetracks have their resources. And to the extent
Conmi ssi oners have any particular data they'd like to

see, we'd be nore than pleased to provide it. Thank
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you.
CHAI RMAN HARRI S:  Okay. We've got a -- we
need a notion to table. And that's the --
EXECUTI VE DI RECTOR WOOD:  You' ve got one
notion al ready before you.
CHAI RMAN HARRI S:  Okay. W' ve got to do
sonmething to --
COW SSI ONER GRANZELLA: So you want me to

wi t hdraw ny notion?

Well, if it nakes everybody feel
better, for nore information, I'll w thdraw ny
noti on.

COWM SSI ONER BI ANCO: | second.

CHAI RVAN HARRI'S: Now, we need to --

COW SSI ONER SPERRY:  Now | make a notion to
tabl e, M. Chairman.

CHAI RMAN HARRI' S: Table the --

COW SSI ONER SPERRY: The race dates --

CHAIRVAN HARRIS: | think it's tabled if it's
not acted onit. And it basically would be to --

COWM SSI ONER SPERRY: |f we don't need to make
an official tabling, then that's fine.

CHAI RMAN HARRI S:  Yeah.

MR, REAGAN: M. Harris, just one quick note.

The COctober neeting is the 14th, | believe. And if
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these fol ks want to get us sone information that
we'll have time to exami ne and prepare for that
nmeeting, we'd need to have it by the end of this
nont h.

CHAI RMAN HARRI'S:  Yeah. [|'d like to have that
neeting, you know, not the norning of the 14th,
either. W could have a neeting the week of the 2nd
sonmetime, possibly, that we could really digest al
the different material. |1'd suggest we do it on a --
I don't know -- Wednesday or Thursday, the 5th or 6th
or sonething like that.

MR. REAGAN: Then we woul d need the data even
sooner, perhaps within a week

CHAI RMAN HARRIS: | think the data --
everyone's kind of got their data. | think it's just
a matter of trying to digest it.

MR. FRAVEL: M. Chairman, Craig Fravel, De
Mar, agai n.

You know, the fact of the matter is
that all the data anybody wants is avail able on
CHRIMS. And CHRIMS can do pretty much, subject to
time limts, whatever kind of inquiries people want
to submit to them

I would suggest, if we're going to

have another neeting, that we sort of devel op our
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inquiries ahead of tine and ask CHRIMS i f they can
work with "Wlson Shirly" (phonetic) or whonmever to
devel op sonme reports so that we can all work off the
sanme kinds of data

Any one of us is clever enough that we
can conme up with different ways to conpare these
t hi ngs, whether it's conparing 2001 to 2004 or this
year to |l ast year, that do nothing but thoroughly
confuse everybody.

And | think it's inportant that
everybody be working off the same kinds of inquiries

so that maybe we all frame sone inquiries and get 'em
to staff and ask CHRIMS to give sone input that would
be hel pful.

COW SSI ONER MOSS:  Can | just ask one quick
guestion of Santa Anita people?

I"m 1l ooking at this one set of dates,
whi ch has Santa Anita starting on Sunday the 26th,
taking a break on the 28th. Santa Anita, on this
proposal, has literally four Mondays of the neet.

Now, is that objectionable in some way? Am | | ooking
at the right one?
MR. McDANI EL: You're | ooking at the --

Jack McDaniel, Santa Anita.

Conmmi ssi oner Moss, you're | ooking at
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t he handout that "Chris McCarron" (phonetic) gave
you?

COWM SSI ONER MOSS:  Yeah.

MR. McDANIEL: And the question is about the
Monday -- the Monday, the 27th?

COW SSI ONER MOSS: The Mondays. Are those
obj ectionable in some way? O are they --

MR. McDANI EL: No. They're not
obj ectionabl e --

COW SSI ONER MOSS:  Are those usually holidays
or sonet hi ng?

MR. McDANI EL: They're all holidays.

COWM SSI ONER MOSS:  Yeah.

MR, McDANIEL: They're all holidays. It's a
nati onal holiday, the 27th. And we have Presidents'
Day and Martin Luther King.

COWM SSI ONER MOSS:  Right. And that would
gi ve you just about 17 weekends, wouldn't it?

MR, McDANIEL: It would give us 17 weekends.
Yes.

COWM SSI ONER MOSS:  And it woul d have
Hol | ywood starting on the 20th?

MR. McDANI EL: Hol | ywood Park would start its
spring nmeet --

COW SSI ONER MOSS:  Yeah.
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MR, McDANIEL: -- on April the 27th.
COMM SSIONER MOSS:  No. | neant -- on the

sheet | have, it would start on the 20th.

MR. McDANTEL: | -- | believe --
COW SSI ONER MOSS:  -- our Board neeting
April -- August 19 --

MR. McDANI EL:  Conmi ssi oner Mpss, apparently
this is what M. Baedeker gave you? And this was the
comrittee's recommendati on at the Del Mar neeting
that was changed for the new recomendation? This
one did not give us 17 weekends.

CHAI RVAN HARRI'S:  The -- which version didn't?

COWM SSI ONER MOSS:  ©Ch, it's not 17. You're
right.

COW SSI ONER SPERRY: See. That's one of the
problems |I'm having. |'ve got so damed nany
cal endars in front of me, and it doesn't say which
one was presented particularly by who.

CHAI RMAN HARRI S:  Well, so --

COW SSI ONER MOSS:  All right. Thank you.

COW SSI ONER SPERRY: |'m just saying --

CHAI RMAN HARRIS: | think it would be good if
all of us could think of what specific issues we have
or what questions or what nunbers we want that woul d

help us in our decision. And it's been suggested we
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have that in October.

On the 4th of Cctober, there is a
retirement event party for Roy Wod in Sacranento.
Woul d that work to do it in Sacranmento that
af ternoon, when our staff and everybody is up there?
That's as close to Fresno as L.A., actually. [|f that
were a possibility, that would be a good day to do
it.

And that woul d give us another -- our
October neeting is -- | think it's 10 days to see if
there's any other things. So you'd have to get that
notice out pretty quick.

COWM SSI ONER SPERRY:  Well, ny problemis |I'm
going to be out of the state on the 4th and not
returning till the norning of -- the nmorning of the
5th, to be honest.

CHAI RMAN HARRI' S:  Okay. Well, we could do it
the 5th.

COW SSI ONER SPERRY: | could be there -- |
could be there, if you're going to hold it in
Sacranento, on the nmorning of the 5th so that those
who go to the party -- and then we could spend al
day if we have to --

CHAI RMAN HARRI S:  Yeah.

COW SSI ONER SPERRY: -- on the 5th.
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CHAI RMAN HARRI S:  Okay. Well, would the 5th
be acceptable to everyone? Anybody have any ot her
conflicts? Let's think about the 5th. W can decide
that if there's sone conflict that cones up.

Okay. Let's take a short break now.
And we'll cone right back

(Break: 10:51 - 11:14 A M)

CHAI RMAN HARRI S: Ckay. W're going to
reconvene the neeting. Just for the record, 1'd |ike
to announce that Ms. Granzella had to | eave for
anot her engagenent .

But our next itemon the agenda is
Item 5, which is the proposed addition of Rule
1843.6 -- Total Carbon Dioxide Testing. Dr. Jensen
will present this.

DR. JENSEN: Thank you, M. Chairman.

For sonme tinme now, there has been
runors and suspicion that alkalizing agents are being
adm nistered to horses -- conmmon nanme for al kalizing
agents are "m | kshakes" -- have been adm nistered to
horses in an attenpt to alter performnce.

In an attenpt to verify the validity
of those runors and suspicions, the Board, with
generous financing from Comm ssi oner Bianco and from

the OCak Tree Racing Association, conducted a survey
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to determne if, indeed, alkalizing substances were
bei ng adnmi ni stered to horses.

Sanpl es were coll ected and anal yzed
during the Santa Anita neet, the Hollywood Park neet,
the spring Golden Gate Fields neet, and at the spring
Bay Meadows neet. At the end of that tine, Del Mar
Racing -- Del Mar Turf Club volunteered to continue
the survey at their race neet; and the survey is
still continuing here at Fairplex.

The results of those -- of this survey
does indicate that some horses have been adm nistered
al kal i zi ng substances, or m | kshakes, in excessive
anounts. At the present tine, the Board does not
have a rule in place that would facilitate the
regul ati on of the adm nistration of alkalizing
subst ances.

Therefore the rule that's in your
packet -- 1843.6 -- is a proposed rule that would
allow the Board to regul ate al kalizing substances, or
m | kshakes. 1t's called "Total Carbon Dioxide
Testing"” because total carbon dioxide is an
i ndi cati on of the anpunt of al kalizing substances
present in a horse's system

The rule that's before you has been

drafted, utilizing rules that are in place for other
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racing jurisdictions, which | should coment that
jurisdictions that have rules in place regulating
total carbon dioxide or alkalizing substances
primarily deal with Standardbred racing. Very few
deal with Thoroughbred racing.

The rul e before you would make it
possible to regulate this practice in all breeds.

There's one part of this rule that |
shoul d point out, and that's Point E. This says,
"The provisions of Rule 1859.25 of this article shal
not apply to blood sanples collected for TCO2
testing."

1859. 25 deals with split-sanple
testing. Total carbon dioxide in blood is not
stable. The sanples nust be analyzed within at |east
4 or 5 days. The practice is to try to analyze them
within 72 hours of collection.

Therefore, the split-sanple rule, as
it is presently drafted or crafted in the rules and
inthe law, will have to be nodified or waived to
allow this to take pl ace.

As | saidit's -- as | nmentioned, it's
not only in the rule, it's alsoin the law. So it
will either take a | aw change or an agreenment, by --

with horsenen, with owners and trainers, that the
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split-sanple -- a split-sanple could be collected but
it would be need to be analyzed at the prinmary
| aboratory that's doing the initial analysis.

VI CE- CHAI RMAN LI CHT: So the "absolute insurer
rule" would also apply to this -- right? -- the

trai ner would be the insured?

DR JENSEN: | assune so. Yes.
CHAI RMAN HARRI S: | wasn't clear what
sanctions we're suggesting. |If a person, you know,

vi ol ated these | evels, what woul d happen?

DR. JENSEN. There have not been sanctions
presented. | think, with drug testing, the rules do
not specify sanctions.

CHAI RMAN HARRI'S: | nean, is it clear that
that -- I'mnot really faniliar with exactly the
wor di ng on other higher levels, if they exceed, you
know, our "clenbuterol" (phonetic) threshold --

i ndi vi dual thresholds, say, soneone used

clenbuterol -- if you exceed the clenbutero
threshold, is that simlar to exceeding this
threshold as far as the range of penalties?

DR. JENSEN: Yes. | would -- well, | don't
know about the penalties, but it would be a
violation. And the penalties would be decided by

either the stewards or by the Board.
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CHAI RVAN HARRI'S: Do the stewards have a kind
of a laundry list of things they can do for different
types of violations? | nean does this fit sonme type
of violation that they would -- they would have
reference to?

DR. JENSEN: | think the reference would be
what's done in other states. But | don't think there
is alaundry list of penalties.

EXECUTI VE DI RECTOR WOOD: Well, there's
gui del i nes put together for nedication violations.
This would be a category -- however you categorize
it, this would be a violation which would fit into
t he guidelines we have. They're only guidelines.

CHAI RMAN HARRI' S: | know we've got these
different categories. But does this fit sone
category?

COW SSI ONER MOSS: What does New York do or
Kent ucky, for exanple?

DR. JENSEN: New York does not test
Thor oughbred horses for total carbon dioxide.

Nei t her does Kentucky.

EXECUTI VE DI RECTOR WOOD: What woul d you
classify a violation of TCO2? Wuld it be a Class 6,
5 4, or 37

DR. JENSEN:. Well, | think it would be at
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| east a 3.

And | should say also -- | should
conmment that, |ast week, the Racing Medication
Testing Consortiumnet in Lexington. And our survey
was a topic of discussion. And it led to the
agreenent, by the Consortium that they're going to
recommend a national guideline for alkalizing
substances or TCO2 testing.

VI CE-CHAIRVAN LICHT: 1'd like to -- could we
add to this rule to make it a Class 3, with | oss of
purse?

DR. JENSEN: Class 3 would be a | oss of purse.

VI CE- CHAI RMAN LI CHT: Yes. That's what |'m
sayi ng.

EXECUTI VE DI RECTOR WOOD: We can certainly add
it tothe rule. This is a notice of 45 days. Before
we send the notice out, we can add to the rule that
this would be a Class 3 violation.

VI CE- CHAI RMAN LI CHT:  Which woul d mean | oss of
purse, which I think it should be. Gve it sone
t eet h.

CHAI RMAN HARRIS: O send it out that way,
anyway. People could comment on it. But | think,
for publishing purposes, that this should be a Class

3.
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Any conments on this?

MR. FRAVEL: Craig Fravel, Del Mar
Thor oughbred Cl ub

We woul d just encourage the Board to
adopt this regulation for notice and coment. |
think it's very inportant that the Board have sone
regul atory guidelines on the quantitative |evels that
are suspicious or nonsuspicious. And | think it's
i mportant that it nove forward as quickly as
possi bl e.

I woul d suggest that, during that
comment period, that issues |ike M. Licht just
rai sed concerning the level of the violation be
consi dered and al so sone ot her possibilities because
the split-sanple issue's going to becone problematic.
| see the attorney general nodding his head.

I think you' re going to have due
process questions that are raised the first tine you
actually try to suspend sonebody from nmaeking their
living. | would think very carefully about whether
rat her than suspending trainers, that we consider
putting the horse in jail for sone period of tine;
that, if a positive test, not only consider a
forfeiture of purse but some period of tine within

which that particular horse that tested positive
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couldn't be reentered in a race.

| think this is the kind of problem
that will go away once people have confidence in the
testing procedures and the efficacy of the
enf or cenent .

And if you do things |ike say, A "W
know we' re going catch you," which, | think, if you
do the testing in a tinely fashion, fromwhat |
understand, you're going to identify those horses
that have been treated with excessive bicarbonate
levels; and if they also know that there are
i mredi at e consequences and di scl osure of that
violation, it's going to go away on its own.

You're not going to have spend a | ot
of tinme and effort, after you' ve established this, to
keep it happening. | have a pretty high confidence
| evel that, if we just nove this forward, people will
consi der sone of those alternatives.

Ilt's alittle different than the
historic split-sanple kind of violation. | think you
need to look at it alittle differently.

VI CE- CHAI RMAN LI CHT: Craig, | think we need
to make the Class 3 | oss of purse part of this
initially. Oherwise, it's going to just delay

things. And there's no reason not to --
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MR. FRAVEL: |'m not suggesting that you
shoul dn't consider that. |'mjust suggesting that
you al so consi der sonme other alternatives as options
that m ght avoid sonme of those split-sanple issues.

CHAI RMAN HARRI S: Can the stewards hear a
Cl ass 3?

DR. JENSEN. Sure.

CHAI RMAN HARRIS: My concern is don't put it
in sonme category that delays justice on it. But they
woul d have -- they would still have the |atitude.
personally |ike the idea of sone sanction on a horse
for sone nunber of days.

I think it would al so get people's
attention with that. | think -- I"mnot sure if they
have that |l atitude now. But | presune they m ght

EXECUTI VE DI RECTOR WOOD: One of the things we
m ght want to have sone consideration for -- sone
support in the industry is the split-sanple | aw --
that's now part of the |aw

W may need to, maybe between now and
the end of the year, try to have sone adjustments in
that |aw put forward to exclude this type of testing
for that -- the split-sanple requirement in the |aw
because that's sonething we've al so | ooked at, as

part of the rul e-naking process, is an adjustnment to
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the law itself.

VI CE- CHAI RMAN LI CHT: | think we should al so
nove towards getting the tracks to buy this nmachinery
so we can test at the tracks. It's only $40, 000, and
it's novable. So all the tracks can cone together
buy the machi ne and --

MR. FRAVEL: When we were |looking at this
i ssue earlier, both Del Mar and Cak Tree indicated
that they were ready and willing to -- actually have
spent that noney during our current neet.

And | think Dr. Stanley, at |least, has
i ndicated that perfornming that testing on |ocation
woul d not be difficult. So we would certainly be
willing to participate in noving that forward as
wel | .

MR, COUTO  Drew Couto, Thoroughbred Owmers of
Cal i fornia.

M. Licht, I think | made this
statement with you. [If | haven't, TOC s prepared to
t hrough various fundi ng, purchase both nmachines --
one for the North and one for South, if necessary.
We' ||l step forward and do that inmediately. So it
shoul dn't be an issue.

COW SSIONER MOSS: | think also, if I may

say, a repeat offense, you know, by the sane trainer
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for the same infraction should -- should cause a
greater penalty.

MR. "DOUGHERTY": Charlie Dougherty,
California Thoroughbred Trai ners.

Just to go on record that CIT fully
supports moving forward with this regulatory
procedure. We feel strongly that we need to get rid
of the stigma of any unfair advantages out there. So
we support this action.

MR, CHI LLI NGWORTH:  Sherwood Chil |i ngwort h,
OCak Tree Racing.

At our neet this year, we're going to
test every horse in every race for the first week
And thereafter we'll go on a random -- sonme kind of
random net hod. We'll test maybe 3 races a day, every
horse in that race. And we have to devise some
nmet hod, whether the stewards select a race that --
sel ect the races so that it's a very randomthing and
we're not pointing any fingers.

Also we're going to hire sone
additional security people for our nmeet. It will be
under the jurisdiction of "Dick Hunni ker" (phonetic),
the Santa Anita chief. And when we -- because we
have this extra testing requirenent, we're going to

get either a grad student or another veterinarian to
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help Dr. Bell out because he can't be testing horses
in the test barn and drawi ng sanples for all those
hor ses.
As you already -- as you already know,
for every graded stakes this year, we'll have a
security person trained on every barn of the horse of
the day for 6 hours prior to the post tinme. And
we're hoping that this type of determned effort wll
i nprove the situation and create the perception and
the reality that we're all playing on the same field
CHAI RVAN HARRI'S: | wish we had the sane
consi stency on dates as we do on bicarb, believe ne.
We' d be in good shape here.
I's there additional comrent from an
expert horse in the field?
MR, HOROW TZ: Al an Horowitz, Capitol Racing.
Since the inception of Capitol Racing
and prior to the inception, several years earlier

the harness industry here in California has been

usi ng bl ood-gas testing. |It's done in cooperation
with the horsemen -- with the horsemen's agreement in
the -- consistent with our |icense application --

submitted as part of our license application
And we test the first two finishers in

every race and have been doing this -- we have strict
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penalties that, since we are unable to fine trainers
or owners or personnel licensees -- only the Board
has the ability to do that -- and since we do not
have the ability to redistribute purses, we have two
penalties, in essence.

One is a 30-day sanction for that
horse and ot her horses, for 30 days, have to appear
in our detention barn at the cost of the trainer
i nvol ved. A second penalty -- the trainer is out for
a year.

So | mean we didn't want to fool
around. We wanted to nmake sure that the heavywei ght
second penalty had an inpact so that the first
situation wasn't a gimme -- a slap on the wist. And
this, essentially, our people know, and it's really
cut down the incidence of high tests. W have a
couple a year. But we think it's a good thing to do,
at | east on Standardbreds.

And we're willing to assist the Board
in any way. And we would like -- if the Board wants
to take over the jurisdiction for doing this.

CHAIRMAN HARRIS: |I'd |ike to go the other
way, actually. It sounds like the association nodel
sounds very, very sound and elimnates a | ot of

potenti al bureaucracy.
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But do you ever have any peopl e that
are questioning the split-sanple aspect of it?

MR, HOROW TZ: W do our post -- we do
post-race testing. There is some school of thought,
at least with regard to Standardbreds, that the
| evel s of CO2 are easier to test and -- when they're
driven into the horse -- the horse's bl ood system
after performance.

And so an hour and a half after each
race, we take the sanples. If we -- and we do the
i medi ate testing on the grounds. |f we find that
there was a high reading, we imedi ately draw a
second bl ood sanple fromthe horse because the horses
are still retained there until after the first test
clears or we take the second test.

So while we don't have the ability of
doing a split sanple, there is some protection by
taking a second test. And then the machine is
recal i brated between the first test and the second
test to give us -- to make sure that all of the
el enents have been checked and rechecked so that it's
not some fault in the system as opposed to somet hi ng
in the horse's bl ood.

CHAI RMAN HARRIS: It sounds like that's

sonmet hing that racing associations could |earn from
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Any other issues on this? 'Cause we
are going to put it out for notice. And obviously
anybody could comrent on it at that point.

COW SSI ONER MOSS:  Coul d we make a notion
about that now -- to put it into law at this point?

CHAI RMAN HARRI S: Could we -- | guess --

EXECUTI VE DI RECTOR WOOD:  All we have to do is
make a nmotion for the 45 days. It can done by the
direction of the Chairman, probably.

CHAI RVAN HARRI S: Do you want to just -- would
you like to make that in a notion -- that we put this
out for notice?

COWM SSI ONER MOSS:  Yes.

VI CE- CHAI RVAN LI CHT: Are you including, like,
that it would be a Class 3 with purse |oss?

COW SSI ONER MOSS: | think we should include
it be a Class 3 with purse loss. | think we should
take the gentl eman's suggesti on about the horse
itself being in some sort of, let's say, 60-day
situation where the horse can't run again.

CHAIRMAN HARRIS: | think -- yeah. There's a
couple different issues here. | think any racing
associ ation --

COM SSIONER MOSS: | think, if it's a repeat

violation by the trainer, it should be a very serious
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vi ol ati on.
CHAI RMAN HARRI'S:  Yes. | think the Board -- |
mean sonme of the things, | think, the racing

associations could do simlar to what Capitol's done.
But | think, clearly, they need to nake it a Cl ass 3.
The stewards should have a lot of -- a |ot of
di scretion on sanctions.

COWM SSI ONER MOSS:  The interesting thing on
this is that, as far as if the bicarbonate is
adm nistered with an intent to change the playing
field -- it's not -- it can't be an accident, you
know. The horse is not going to have a M Ik of
Magnesia on his own, you know. So | think the
penalty shoul d be quite severe.

CHAI RVAN HARRI' S:  But the real bothersone
thing is that, apparently, to get these |evels,
you -- a horse had to be admi nistered the
bi carbonates within -- clearly, within 24 hours of
the race. And that's clearly prohibited.

So if the people are -- if a horse is

tested, then it appears that there's been a violation

of our 24-hour rule.

But | think we need to -- one thing,
t hough, | think we should keep in mind is California
by doing this, which | think we can be proud -- is
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that we will be one of the first Thoroughbred states

to doit. And we are a leader in protecting our

public against this. | don't think we want to cone
across that we're, you know, linked to the problemon
this at all.

We're noving forward. Maybe we shoul d
have done it even sooner. But | think it's a good --
a good thing to do. Unfortunately, just our
rul e-maki ng process will take 45 days. And | don't
think -- if any racing association wants to adapt its
own sanctions, they clearly can do that at any tine
if it'sintheir ability to do it.

I's there a second to the notion?

COWM SSI ONER BI ANCO: | second it

CHAl RMAN HARRI S:  All in favor?

BOARD MEMBER VO CES: Aye.

CHAI RMAN HARRI S:  Ckay. W have the
postnortem program Dr. Ardans?

EXECUTI VE DI RECTOR WOOD: | want to nake an

announcenent. They've asked that Item 8 be wi thdrawn

fromthe agenda today. |If anyone's here to coment
about Item8 -- that's going to be withdrawn fromthe
agenda.

CHAI RVAN HARRI S:  Actually, in introducing

Dr. Ardans, too, | think we're very inportant to have
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the California Aninmal Health and Food Safety
Laboratory, which is at Davis and at several other

| ocations. That has been a real asset to the tota
horse industry and several other parts of California
agriculture.

Dr. Ardans has been there for some
times and does an excellent job in that position and
has literally acconplished very much. And just |
hope that you'll pay close attention to his report
but al so get a copy of the report and get it
distributed to everyone you know that would be
interested. I'd like to see -- it would be a good
thing for those trainers to do on their Christmas
break is read this report.

But it's got a |lot of good material in
it which, a lot of tines, just gets filed away
somewhere. We're trying -- and one key part of
getting nore horses and nore performances is better
sci ence and better understandi ng of why horses break
down. And this is a key part of it. There's a whole
team at UC Davis that has worked on it.

DR. ARDANS: Well, thank you, Comnr ssioner
Harris.
We very nuch appreciate the

opportunity to conme before you and share with you
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some of our findings of this -- particularly this

past year. Unfortunately, today, one of the strong

conmponents of our program-- Dr. Sue Stover -- is
unable to join us today. But she'll be back in the
future.

Before | get started, |I'd like to

i ntroduce one of the newest faculty nenbers in our
organi zation. That's Dr. Francisco Uzal sitting here
inthe front row W were very fortunate, severa
years ago, to recruit himfrom Argenti na.

He cones from Patagonia -- that area
of Argentina. And he has assuned the responsibility,
the overall responsibility, for our postnortem So
you' |l be seeing nore of Francisco in the future.

Now this is our postnortem program as
we know it in California. And it's truly a
col | aborative effort between our |aboratory;

Dr. Stover's orthopedic research | aboratory; and, of
course, it's the CHRB's program

But very strong in this are all the
raci ng associ ations that participate, contribute to
the -- to the whole working of this program

Now, when this programwas initiated,
back in 1990, the Board cane to us and asked us --

they were very much concerned by the catastrophic
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injuries that were occurring at that tinme. And they
asked us could we figure out what is causing these
injuries, why they're happening, and are there
reasons -- are there ways that these injuries could
be prevented?

So what we thought we'd do is present
sonme mil estones and kind of review what has happened
with this program As | said, it started in 1990.
One of the first issues that was seen was the stress
fractures of the humerus were identified.

And this was sonething that Sue Stover
pi cked up on very, very quickly. W had sone
nmeetings in our |aboratory, and we brought faculty in
fromthe School of Veterinary Medicine and showed
them some of the opportunities that were available in
t he program

Sue saw this. She took some of these
fractured huneri back to her |aboratory, was able to
di gest sone of the tissue off. And you can see
underneath here -- unfortunately the |ight doesn't
lend itself well in here -- but you can see this
fluffy-1ooking material around the top part of the
huner us.

And then it may take a little bit of

i magi nati on, but here's a stress fracture. And these
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were the small, little fractures that had been there
for sone tinme. And here's the body's attenpt to try
and heal that fracture. It was |aying down new bone
in, essentially, as a patch to that fracture.

Now, any of you that are runners, you
may have -- you've suffered fromshin splints. And
that's basically what's going on with shin splints.
You get these little hairline fractures that occur in
the cortical bone here.

And as |long as the body can heal these
fractures and keep '"emin check, we're all in pretty
good shape. But, say, if these things are not
allowed to heal properly and the insult continues,
that's when we end up with these catastrophic
fractures.

And we started |learning a | ot about
these catastrophic fractures. In 1992, we started
| ooking nore in depth at these sudden deaths that
were occurring on the track and at the gastric ulcer
i ssue.

Now this is an ordinary -- a norma
coronary artery. These are the vessels that feed the
surface of our heart. This is what President Clinton
had bypassed in his recent surgery. | think sone of

you have seen sonme of these in the past. Essentially

83



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this is a pipeline. And what we've done is we've cut
across that so you're |ooking at a cross-section of
this pipe, essentially, or this artery that feeds the
heart.

Now, characteristic of an artery is
this very nice nuscle right here. But you see the
ni ce open space through which blood can flow. There
was a horse that was racing and training at Santa
Anita. The horse worked on Christmas Day, cane off
the track, and coll apsed and di ed.

Previ ously we'd have nissed these type
of horses. But one of our pathol ogists went into
that very heart very nmuch in detail. And you can see
here this is the only area that was left in that
horse's coronary artery for which blood could flow
through. The rest of this is scar tissue.

And then | ook at the nuscle here in
the wall of this artery. This is all infiltrated
with scar tissue. So essentially that artery is
conpl etely occluded. And | suspect this is probably
what sonme of President Clinton's arteries | ooked
very, very simlar to this.

Now this is a horse that's had a heart
attack. And we call this a nyocardial infarct. But

here, again, this darkened area -- that horse has had
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a heart attack. This tissue has died. And that
tissue is going to be replaced with this type of scar
tissue. And that's going to result in a horse that
has a reduced cardiac function

Now, in '93, Santa Anita, through the
Sout hern California Equi ne Foundation, put a bone
scanner, or nuclear scintigraphy right on -- at Santa
Anita. And that's the only way that you can pick up
these little stress fractures as we tal ked about with
t he hunerus.

Then we started | ooki ng at when these
humeral fractures were occurring. And you can see
t hat nost of these huneral fractures would occur
three to five weeks after a horse returned to
training froma |layup and that over 95 percent of
these huneral fractures -- they happen the same way.

They don't happen in racing. They
happen in training. And they usually happen when
horses are just being galloped. For the first tine,
we started seeing these pelvic fractures. Then we
saw that over 90 percent of our mmjor bone
catastrophic fractures had a preexisting stress
fracture.

Here's a nuclear scintigraphy unit at

Santa Anita. A lot of you have probably seen this.
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But | think there is a real tribute to the industry
in California. This is just the way we get things

done in California. W get in and get the problem
resol ved.

Here's the scanner, and here's the
series of these scans that Dr. Rick Arthur gave us.
And this has been a very successful program

Now here's the stress fractures of the
pelvis. And there was a horse that raced -- that was
racing at Del Mar a nunmber of years ago. The horse
wor ked on a Friday, was found with a fractured pelvis
on a Saturday norning. And one of our
pat hol ogi sts -- Deryck Read -- in San Bernardino
really went into depth on a Saturday afternoon, took
that pelvis apart, sent it up to Dr. Stover.

And she was able to find that there
were 6 -- 6 preexisting stress fractures. And you
| ook at one of 'emup close. Here's the same process
that you saw going on in the hunerus. The bone is
trying to heal itself, putting a patch over that.

So in looking at these pelvises very
closely, there were new areas that we'd never known

before that were causing problenms. And one of 'em
was here on the wing of the ilium So they were able

to design and devise a new angle on which they could
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do the bone scan so you can pick up these ones and
furthernmore start | ooking at "emw th ultrasound.

Then these cannon bone fractures --
these -- what we refer to as "lateral condylar
fractures" -- but they're a "slap" fracture that
happens on the bottom end of the cannon bone.

And then we had the scopol ani ne issue
that reared its ugly head that year. But here's the
end of the cannon bone that we're referring to here.
And here's the stress fracture. And unfortunately
you can't see it well in the light here. But you can
see is it's just like sonmebody has sliced a side off
of that bone.

But in these fractures, we started
noticing that there was this |l esion here. And it's
often referred to as "osteochondrosis," neani ng that
there's a di sease of the bone and there's a disease
of the cartilage that's overlying these areas. And
it's like a little divot had been taken out of these
ar eas.

And the inmportance of that will, |
t hi nk, be shown | ater because those are the things
that we feel weaken the end of the bone here and set
that bone up and predispose it to nmeking these types

of fractures.
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And now here's the scopol ami ne. And
that's a very conmon weed in California -- the
jimsonweed. And all of it is toxic. But the npst
toxic parts of it are these seeds here. And that was
the unfortunate thing -- that some beddi ng was
contam nated and some hay was contam nated with this
mat eri al

Scopol anine is used -- any of you that
have problens with notion sickness -- this is what's
in the drug that's in the little patches that you put
behi nd your ears.

And I"'mtold, in the days of
Hai ght - Ashbury in the late 60's, these were referred
to -- what a lot of the folks referred to as the
seeds and they would very get very high on the -- on
these seeds. But | think people now are aware of
the possibility of -- or the concerns with
j i msonweed.

Now, we saw, then, later, that over a
quarter of all the catastrophic injuries in
California were associated with stress fractures in
four maj or bones and furthernore started | ooking at
exercise reginmes that you could get out of work
records and sonme of those aspects.

And you coul d see that some of those
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animal s that had had these intense exercise regines
were at 7 times the risk for a fatal nuscul oskel eta
injury during a race and 3 tinmes the normal risk
during a training.

In 1996, Sue started |ooking at the
possible risk associated with the toe grab, started
seeing a high percent of stress fractures in the
| ower vertebrae of the back and the pelvis.

And these were horses that had died
for sone other reason other than a fractured pelvis
or fractured vertebrae. And we started |ooking in
depth, and we saw that nost horses had sone kind of
a -- sone level of osteoarthritis or arthritis in
their | ower back.

Here's the toe grab issue. And Sue
has had a very extensive survey. And all the data is
in now on that two-year survey. And she should be
summari zing that in the future. But suffice it to
say that, in the nost recent work, she saw that a | ot
fewer horses were wearing toe grabs than what the
initial study showed.

So maybe there has been sone effect of
the initial findings showing that there | ooked |ike
there was a risk for injury with these, especially

t he hi gher toe grabs.
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Now here's the vertebral stress
fractures that we tal ked about. And if you can see
and if you just inmagine, here are what we refer to as
the dorsal process of the vertebrae. |If you feel up
and down your back, to feel the individual little
bunps -- that's what you're feeling. You're feeling
t hese dorsal processes here.

And here's a horse's dorsal process.
Here's one that was conpletely fractured. And you
could take that, just pick it up, and the spinal cord
was right there, totally exposed. And it's just
amazi ng how many of these we're seeing in these
horses now.

We started | ooking at the equine
protozoal myelitis, the problemthat has caused the
rear lanme -- rear leg problemin a lot of our horses.
There was a very controversial test as to its
meani ng. We're very fortunate that we have an
advi sory conmittee to this program And it's chaired
by one of our leading trainers -- Richard Mandel |l a.

And one day, we were at Del Mar. And
Ri chard and Rick Arthur came up and said, "Wy don't
you start | ooking at these EPM horses that are com ng
t hrough the postnortem progran?" and see if we could

associate that with the predictability of the test.
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And we put together a program and we're able to cone
up with some concl usions on that.

Then Sue further |ooked at the toe
grab issue and saw that just the regular toe grab
seened to increase the risk of catastrophic injuries.

Here's our EPM project. You can see
horses will present various fornms of the disease
This is one of the nore severe, where a horse is
unable to rise. |It's a disease of the spinal cord.
And here is the -- a horse that's just off a little
bit in the rear end.

The effect of our study showed that,
if you have a negative test, that test is alnost as
good as gold that that horse does not have EPM
We -- unfortunately, we can't say the sane as --
there isn't a strong association with the positive
test.

Then, in '99, started really | ooking
in depth at the | ower back and the pelvic pathol ogy.
And here, again, we go back to the skeleton. And
here these -- a close-up of these |unbar vertebrae
And the area that we're going to be concentrating on
is right here.

These are referred to as the "facets,"

or these are essentially the joints. This is what
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noves back and forth with a horse. And here's a
normal one. And here's one you can see it's starting
to become a little roughened. And you can see this
one is yet a little rougher

And sone of you that nay have
arthritis -- you can appreci ate how pai nful some of
t hese roughened surfaces are. And yet here's one
where it started to get bone growmh. Here's one
where it's al nost solidified.

And here's where one is conpletely
grown over, where we refer to this as "ankylosis."
This is essentially fused vertebrae. There's going
to be no motion. Wiile this one is going to be very
pai nful, the pain should | eave once those things fuse
like that.

Then in nineteen -- or in 2000, we
were very fortunate that we added -- through the
efforts of the | ate Senator Kenneth Maddy, we added
the Equi ne Analytical Chem stry Lab to our |aboratory
in Davis. Here's the laboratory. It's a nice
addition. It's a state-of-the-art facility. Here's
Ken -- Senator Maddy -- who was very proud of this
facility.

And any of you that have not visited

our -- that facility, if you should ever want to,
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woul d encourage you to stop in; and we'd be happy to
show you around that |aboratory.

Then Sue started seeing that just
m |l d suspensory apparatus injury was predisposing to
a nunber of these injuries, as we' ve tal ked about
here. And then she got in and started really | ooking
at these horses that were com ng through the
post mortem program and | ooki ng at these suspensory
appar at us.

Now, if you go down on the backsi de of
a cannon bone of a horse, you can feel the suspensory
ligament. But that's part of the suspensory
apparatus that consists of the liganments around the
fetlock, the sesanpid bones thensel ves.

But in cutting across those, you can
see that, in one side or one branch of the suspensory
ligament, here is some di sease that was going on
There was an active inflammation. You can see the
henorr hage here.

But then started | ooking at these
ligaments below the fetlock. And this is sonething
that very few people had any concerns with. Here's a
rather normal |ooking one. But here would be -- on
one side, you can start to see the henorrhage. And

then here's filling in with sonme scar tissue.
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And you can imagi ne -- unfortunately,
again, with the light -- you can see this grossly,
that this is one of those areas. But these are the
kind of injuries that were setting these horses up to
further injuries. And we're seeing that these type
of injuries set these horses up for these latera
condylar fractures -- are setting horses up for the
sesanoi d fractures.

Then we started -- |last year, started
noticing additional sources of heart problems. And
in specific, |ast year, we saw a case of yew
toxicity. These are very common ornanental plants in
California -- the English yews, the Japanese yews.

But they are very cardi otoxic, neaning
that they're very toxic to the heart. Here's a heart
that has been poisoned with yew. The heart from an
ani mal that has been poi soned with ol eander would
| ook very nuch the sane -- the henorrhagi ng here.

But those are the things that are so severe and they
cause the loss of heart function.

Here's the conmon ol eander. We've
seen a couple of cases of ol eander toxicity com ng
off of tracks. This is probably one of the npst
toxic plants that we have in California. Just a nere

handful of those | eaves are enough to kill a horse.
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We see a nunber of cattle die every
year with these things. And, in fact, our |aboratory
was the first one in the country to get an assay for
this. And it has been used in a couple of human
hom ci des now.

Several years ago, there was an
i ndi vi dual whose previous husbands had died
mysteriously. And her third one ended up in the
energency room and he tested positive for digitalis.
And he wasn't on digitalis. And that's one of the
toxi c principles of ol eander.

Wel |, when he died, we got sone of the
i ndi vidual's stomach contents, some of his liver,
some of his blood. And he tested positive for
ol eander. His spouse, it seens, had slipped him]just
alittle bit of oleander. And that was in the
case -- in her trial just last year, she was
convi cted, based on the findings of our |aboratory.

So that is just a summary. | won't go
into Sue's stuff in the interests of tine. But
that's just a quick little summary of sonme of the
t hi ngs we' ve picked up in our postnortem program

It's one of the, | think, unique
things that we have in California. It was a semn nal

programin the nation. There's a nunber of states
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now that are starting to enmul ate what we have going
in California.

I was at a neeting recently, and a
col | eague from Washi ngton state told me that they're
just starting to put one in up there, asking --
pardon ne -- for advice on how we got ours started
here.

So, again, thank you for providing us
the opportunity to cone before you today.

(Appl ause.)

DR. ARDANS: Thank you.

CHAI RMAN HARRI'S:  Yeah. |'d like to thank
Dr. Ardans for that report. W really have a great
resource in the total health system we have in
California. W need to use it nore than we do.

Next itemis the request by XpressBet
to amend their ADW application to allow operation of
the new Sinplified Wagering Machines. Hear from --

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

As you can tell by the information
i ncluded in your package, this anendnent for this new
machine is quite interesting, something we haven't
seen before in California. The nmachine we're talking

about is sinply not a new nodel of an existing system
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machi ne -- wagering machine. This is a whole new
breed of ani mal altogether

And as you can tell by the picture
there, in Figure 1, you' ve got your screen, your
keyboard, your kind of a work area, and your chair
all included as one unit. W have some information
from Magna -- MEC -- on this.

And at this point, we understand that
this systemis being -- this new equi pment is being
manuf actured by Anifote so that we have sone
confidence, before actually seeing a |ive machine,
that the systemw |l be conpatible since Amlote
produces a | ot of wagering equi pnent that is
conpatible in the current nationwi de system So we
have some confidence there.

But until we do see the actual nachine
hooked up to a systemin California and we can
actually run sone tests and whatnot, we have sinply
the information provided. But we do feel that this
is an interesting piece of equipnent.

And | guess the approval we woul d
recommend woul d be approving the anendnent to the
license so that we can nove forward and make it
conditional so that, after the equipment is brought

to California and hooked up to the system there is

97



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

time for all of us -- the CHRB as well as the
pari-mutuel systens over at Bay Meadows and

whatnot -- to run this machine live and to make sure
that it is conpatible and we have all the security
features we need.

Until we actually have a prototype, of
course, we can't do that. So that's where we stand
at this point.

CHAI RMAN HARRI' S: So what are our options now,
t hen?

MR, REAGAN: Well, we think perhaps approving
this, conditional upon testing actual equipnent tied
into the California system

CHAI RVAN HARRIS: But | nean, in a way, it's
no -- not too nmuch different than an ADW system
that -- any ADW provider can cone out with a | ot of
di fferent actual hardware things at any tinme, |
guess, that we don't really approve.

But I'mfine with what you suggest
but --

MR. REAGAN: Yeah. Actually, | think what we
have now with an ADW system of course, is that
everybody has their own individual equipnent. | have
nmy own conputer. You have yours, maybe a tel ephone.

| nean there's no consistency in regard to what is
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required. Obviously, we sinply interface with the
system

This is a kind of a unique approach in
that they're actually proposing a specific piece of
equi pnrent. And not only that, but this equipnent is
situated so that, once someone interacts with the
machi ne, the wagering options on this machine are
very limted.

First of all, the races you can bet on
are actually programmed through a server. And every
machi ne that we're tal king about will have the exact
same races offered to you. You have no options in
ternms of picking races.

What ever this systemw ||l provide to
you every, let's say, every 5 to 7 nminutes or
somet hing, they -- the server that runs all these
systens, all these machines -- will offer the same
race to every unit at the sane tinme. And you have
that race and only that race to bet on. You can
deci de whether you want to play or not. But those
are the only choices you have.

And t hen, secondly, when you nake your
bets, you have an extrenely limted nunber of
wagering options of win; win, place, and show. And

then the dollar anmounts are preset.
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So this is obviously, as indicated, a
systemthat they would like to present to the novice
wagerer and then get the person used to those type of
wagering and then perhaps develop theminto a
full-blown fan. But the system as it presents
itself now, is very limted in terns of the wagering
options.

And like | say, it's a preset program
of races and, once again, a unique idea in terns of
ADWin that, if we're offering you hardware, that the
person then sits down and participates in the racing

programw th you.

CHAI RMAN HARRI'S:  Yeah. | think it's an
i nnovative idea. |'mnot conpletely convinced it
will be popular, but it's certainly worth a try. W
need new ideas. It, you know, conceivably could

attract new fans. Wth the different application
there's probably going to be a | earning curve.

But do we actually need action to -- |
guess we need to really take action to approve it,
subject to our staff reviewi ng the specific machine?

MR. REAGAN:. Yes, sir
CHAI RMAN HARRI'S:  Any comments on this?
MR, DARUTY: Scott Daruty with Magna

Ent ert ai nment .
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I would Iike to just clarify a couple
of things in our request. First of all, the agenda
itemwas formul ated as a request to inplenment this at
Gol den Gate Fields, starting on Novenber 10, when
t hat nmeet opens.

What we actually had requested -- and
| apol ogi ze about any anbiguity in our request -- was
to al so have these available at Santa Anita during
the Cak Tree neeting. It will be a challenge,
obviously, to get everything technical -- all the
technical side ready by the opening day. And | don't
know that we'll be able to nmeet that.

But we would |i ke the opportunity to
put these machines at Santa Anita during the OCak Tree
nmeeti ng.

The other thing -- | would also like
to modify slightly our request. At this point, we
woul d |'i ke whatever action -- and hopefully
approval -- the Board takes to be limted to
operating these machines prior to 6:00 o' clock in the
evening and that we would not be able to operate
after that time without comi ng back to this Board and
asking for further approval.

As you m ght guess, that is an

accommodation to the nighttine racing industry at

101



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this point. W would intend to continue to work with
t hem and hopefully reach an understandi ng under which
t hese machi nes could operate later into the evening.
But we just don't have that understanding right now

CHAI RVAN HARRI' S:  Yeah. As | nmentioned, |
like the idea. |I'mnot really -- just as a business
plan, | don't know if | would nmake that -- operate
them at Oak Tree and you don't have Oak Tree in your
st abl e of XpressBet bets.

I"'mjust a little confused -- that's
going to confuse the fans. He's at OGak Tree, but he
can't bet OCak Tree; where | can see you being at
Gol den Gate because Gol den Gate, he will be able to
bet, in addition to other tracks. But --

MR. DARUTY: The people sitting down at these
machi nes are not going to be people who are
handi cappers, we don't believe. They're not going to
be peopl e who are specifically concerned about an
i ndi vidual race. These are |likely new fans, people
who aren't wagering anyhow, people who, you know, as
shocking as this may sound, don't know the difference
bet ween OGak Tree and Col den Gate.

They're going to sit down at a
machi ne, and the product is going to be delivered to

them wi thout them having to put any thought into the
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process. And so you couldn't -- even if you wanted
to bet Golden Gate races up at the Gol den Gate
Fields -- sit down at a machi ne and guarant ee that
you're going to see a Golden Gate race. You likely
will.

But it depends on the scheduling and
the product that's put into these machines. So we
don't feel like it is a drawback that these will be
at Santa Anita during the GCak Tree neeting and won't
have Oak Tree content. Again, the people playing
these machines aren't going to be focussed on that
i ssue.

CHAI RMAN HARRI' S:  How woul d t he noney fl ow?
The noney would flow simlar to the way the ADW nobney
flows, | guess.

MR. DARUTY: Right.

CHAIRMAN HARRIS: So it would be -- if, in
fact, they were at Colden Gate, it would just be |ike
maki ng a bet at Gol den Gate.

MR, DARUTY: XpressBet. Yes. It would.

It -- it will be -- well, that is correct, by and
large, if this is an ADWwager. So the ADW econom c
nodel applies.

We have talked with the TOC. They

rai sed a concern which, you know -- we discussed with
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them over how this is going to inpact purses. And
what we told themis we are agreeing to work with
themto make sure the purse -- treatment of the purse
is the sane on these wagers as it is for "in-
contract" (phonetic) |live wager.
CHAI RMAN HARRI S:  COkay.
Any ot her stakehol ders have any
conments on this?
MR, COUTO. Drew Couto, Thoroughbred Owners of
Cal i fornia.
| believe M. Daruty has correctly
summari zed that we will be -- pending approval by the
Board, we'll be redrafting or anending the existing
ADW contract with themto reflect a rate that will be
a favorable rate in terns of purses for those wagers
pl aced through the nmachines. So we support their
efforts to get these machi nes up and running. Thank
you.
MR. BLONIEN: M. Chairman and Menbers, Rod
Bl oni en, on behalf of Los Al amtos Racecourse.
We didn't have a di al ogue with Magna
relating to this machine until a short time ago this
norni ng, and so we're frankly unconfortable with the

i mpact that this could pose on the night industry.

We support M. Daruty's offer so that
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t he machi nes woul d not operate after 6:00 PM W
further would |ike the nmotion to be clear, if you
decide to approve the machine, that it's avail able
for win, place, and show wagers only.

And we woul d i ke to see the machine
denmonstrated. And we may join with Magna, at sone
point, in asking you to reconsider the position in
terms of the night industry. But, right now, we
don't really know what inpact it would have on the
ni ght industry and whether there are even enough
races out there that they could bring in so that it
coul d operate in the eveni ng hours.

But just to reiterate, the machi ne
woul d not operate after 6:00 PM -- we'd |ike that
to be part of the notion -- and that it also be
limted to win, place, and show wagers. Thank you.

CHAI RMAN HARRI' S:  Just by design, | think that
is the situation.

EXECUTI VE DI RECTOR WOOD: M. Chairman, to
clarify, is the wager "show' only?

CHAI RMAN HARRI'S:  Yeah. It's win, place --
you got a choice of win, place, or show or either of
t hose.

MR. DARUTY: The wager type depends upon the

dol | ar amount wagered. The dollar -- the dollar
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anounts that you have the choice of wagering are

generally 6, 15 -- and I'mgoing to lose nmy math
now -- but probably 30. | mean they're increnments of
3.

So if you bet, for exanple, a $6 bet,
you automatically get a w n-place-show wager across
the board. So it's $2 for each ticket, essentially.
The only exception to that -- so in other words,
every wager is a across-the-board wager

The only exception to that is, if you
choose to wager only $2 -- that's obviously not
enough noney to cover all three bets -- so in that
case, it would be a "show' wager.

That's the way the machines are
designed today. We're not sure that will always be
the way the machi nes are designed. But we are
willing to agree, as M. Blonien said, that the
approval granted today would be just for those sorts
of wagers and anything different woul d have to cone
back before this Board.

CHAI RMAN HARRIS:  Yeah. | think it's going to
be an evolving thing. | would al nost bet anything
that the way it's designed today is not the way it's
going to end up. So that's pretty certain probably.

But could | entertain a notion -- to

106



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

keep it novi

ng along, since this is nmore of a

trial -- that we approve this request, subject to our

staff reviewi ng the actual type of machines in play

and with the assurance that it is, you know, in

conpliance with the rest of our rules.

Ccow

SSI ONER MORETTI: So noved.

CHAI RMAN HARRI'S: And that it won't be used

after 6:00.
COW SSI ONER MORETTI :  Yes.
CHAI RMAN HARRIS:  All right. | guess | got to

make the notion. All right.

cow

SSI ONER MORETTI : I'"ll second.

CHAI RMAN HARRI'S:  All in favor.

BOARD MEMBER VO CES: Aye.

CHAI RVAN HARRI S:  Ckay.

sonme ot hers.

it.

Fair -- the

| did see a prototype of those and

It's interesting. 1'll say that for

Presentation by San Mateo County

r intention to file an application for a

license to conduct satellite wagering pursuant to

Busi ness and Prof essi ons Code.

MR. CARPENTER: Hi. 1'm"Chris Carpenter"”

(phonetic),

Expo Center.

General Manager of the San Mateo County

When we asked for this to be placed on
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your agenda, it was for informational purposes and
di scussi on.

So we'll be brief today in just,
again, reiterating our intent. And that intent is to
potentially file for an application for the San Mateo
Expo Center to conduct satellite wagering at the San
Mat eo County Fair and the County Expo Center

Qur intent for license is pursuant to
Busi ness and Prof essions Code 19605.45. Again, we
ask for this to be added on the agenda for
i nformati onal purposes. And we would be prepared to
give a full presentation at a subsequent Board
nmeeti ng.

We do plan at this point to file
potentially the application and, as | say, add that
to a subsequent Board neeting in the future,
perhaps -- perhaps Cctober. W' re not prepared for
any other type of presentation at this point in tinme.
We have had di scussions with nmany peopl e about this.

I think Chris Corby is prepared to
speak today in terns of a nmeeting that occurred | ast
week with the CARF board nmenmbers -- also stating our
intention with themto nove forward with this
request. We feel that our options are still open.

We still have discussions with Bay Meadows Racing
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Associ ation going on but also with Magna at this
point in tine.

And, again, we stand here with our
intent today to bring it up for discussion
pur poses -- propose our intent. Thank you.

CHAI RMAN HARRI' S:  Anything else on this?

MR, "CORBY": Chris Corby, California
Aut hority of Racing Fairs. |In the event that the
conditions envisioned in this section of the statue
do apply, our organization is prepared to support and
assi st the San Mateo fair in their efforts in this
regard.

MR. BLONIEN. M. Chairman and Menbers, Rod
Bl oni en on behal f of Bay Meadows Raci ng Associ ation.
We'd like to be heard on the matter. And if it may
pl ease the Chair, |I'd probably like to speak from
down here.

CHAI RMAN HARRI S:  Yeah. The only thing is
there's no -- | mean it's kind of bothersone that
even things like this cone up where there's no --
there's nothing really on the table. W're talking
about -- we could talk about all kinds of
interpretations of racing | aw.

But | think, you know, it's an

interesting issue. But why don't you go ahead and
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make a presentation?

MR, BLONIEN: Okay. Thank you very nuch, M.
Chai rman and Menbers of the Board. Again, Rod
Bl oni en.

What we have done is gone and done
extensive research in terns of the |legislative intent
behi nd the enactnment of Section 19605.45. And you've
all received the packet from nme that goes through the
| egislative history. And I'd like to go through that
briefly here this norning.

The first thing we have presented here
is a copy of the analysis that went to every nenber
of the assenbly who voted on this bill when it was
heard in 2002. And | think the |ast couple of |ines
on Page 2 of that analysis are very telling.

It says, "This bill attenpts to
address the problenf -- and that is that of the Bay
Meadows Racetrack closing -- "that, if Bay Meadows
closes, the fair can operate satellite wagering
facilities on its grounds, which is next door to the
present racetrack property, or on | eased prenises in
San Mateo County, subject to the CHRB approval ."

But it clearly indicates subject to
the cl osure of the Bay Meadows Racetrack

We next have the "enrolled" (phonetic)
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bill analysis that was done by the Horse Racing Board
on the subject bill. And it says, "This bill would
all ow San Mateo to operate satellite wagering
facilities if the Bay Meadows Racetrack closes its
facility."

"The purpose of the bill: This bill
will allow for the continuation of satellite wagering
at San Mateo County in the event that the Bay Meadows
Racetrack cl oses.”

Next, we have a letter from
Assenbl yman " Pappi n" (phonetic) who was the author of
the bill that nade this change to the governor. And
it says, "Assenbly Bill 2338 sinmply provides that the
San Mateo County Fair may operate a satellite
wagering facility on its fairgrounds or on |eased
prem ses in San Mateo County contingent -- contingent
upon the closure of Bay Meadows Racetrack."

Next, we have a letter from M. "Jerry
HIl" (phonetic), who was then president of the Board
of Supervisors in San Mateo County and who, |
understand, is the individual that's responsible for
wor ki ng very closely with the fair.

This is a letter to Governor Davis in
support of signing AB 2338 by Assenbl yman Pappin.

"AB 2338 would clarify the law by perm tting
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satellite wagering in San Mateo County if Bay Meadows
closes. This bill would provide, upon the closure of
Bay Meadows, that the fair can operate satellite

wagering on its fairgrounds, which is next door to

the present racetrack or on | eased premi ses" -- but
the inmportant thing, again -- "if Bay Meadows
cl oses. ™

This is the person on the Board of
Supervi sors who oversees the operation of the fair.

Next, we have an anal ysis that was
done by CGovernor Davis's staff to him And this is
the first sheet that the governor sees when he opens
the bill file. And it says, again, up in the first
par agraphs, "if Bay Meadows cl oses,"” and then the
bottomline, "if and when Bay Meadows cl oses, so does
San Mateo's satellite wagering facility. This bil
was introduced to preserve the current revenue stream
received by the San Mateo County Fair" -- et cetera.

The last thing I1'd like you to
consider is a signing statenent that the governor did
after he signed the bill to clarify his intent upon
signing the bill. And it says, "This bill would
allow for the continuation of satellite wagering in
San Mateo County in the event that Bay Meadows

Racetrack cl oses."
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Now, you know, | got to tell you.

I've been | ooking at legislative intent for 30 years,
and sel dom have | seen so much evidence that's so
overwhelmng in terms of what the intent of the

| egi sl ati on was.

I f Bay Meadows cl oses, ceases to
operate as a racetrack, San Mateo may have anot her
satellite facility. The event has not occurred. The
condition precedent has not taken place.

In any event, the Bay Meadows Land
Conpany has made a renewed comritnment to horse
racing. And we hope to have horse racing at Bay
Meadows for many years to cone.

We're facing uncertainty enough in
Northern California with the "San Pabl o conpact."
We're all fighting to keep Gol den Gate and Bay
Meadows both open. And if you were to allow San
Mateo to have this facility, it would send a very,
very negative nmessage to the | and conpany.

And so, although this is for
i nformati onal purposes only, | think it m ght
forestall you receiving an application if you were to
somewhat indicate the intent of the Board at this
time. Thank you, M. Chairmn

CHAI RMAN HARRI' S:  Thank you.
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Any questions of the Board of any
party?

From ny perspective, it does seem
clear that Bay Meadows, if they're operating a neet,
does have a satellite facility. Clearly, if they
don't operate the neet, then San Mateo County Fair is
in a good position to have one. But | guess that
wi |l be fought another day, at an earlier hour,
hopeful ly.

Let's move on to -- discussion and
action by the Board on the request by Capitol Racing
concerning the location and availability of the
harness satellite signal at Los Al amtos

MR. REAGAN: Conmi ssioners, as you know, this
item was before the Board in June. It was on the
August neeting but carried over till this neeting.
Qbviously a situation where sone wagering facilities
and anenities were rearranged at Los Alam tos and
Capitol Racing feels that was a detrinment.

Qbviously, at this point, Capito
hasn't been running since the end of July. But they
will begin shortly, within a week or two here. And
they want to address this issue with you today. And
| believe they are here to speak to it.

CHAI RMAN HARRI' S:  Just for background, |'m not
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sure how rmuch | atitude we have on an issue |like this,
as far as how nice a facility is or whatever a given
satellite operator has to have, conceivably. | nean
do we have -- how nuch latitude do we have on that?

MR, REAGAN: M. Knight, do you have --

DEPUTY ATTORNEY GENERAL KNI GHT: Excuse ne.
In terms of discretion of the Board, | believe the
horse racing | aw does provide the Board with sone
authority to approve the facilities where the
wagering does occur. So that is part of the role of
t he Board.

But | think, you know, it's not very
specific. The lawis very general. But you do, in
general, have the approval of the wagering facility
and i ncluding any changes or renmpodel s of the wagering
facilities. That's specifically covered by one of
your regulations. So |I do think you do have sone
authority to deal with this.

CHAI RMAN HARRI S:  CGo ahead.

(Brief interruption as reporter

changes paper.)

(O f-the-record discussion.)

MR. BIERI: M nanme is Steve Bieri. And I'm
t he managi ng nenber of Capitol Racing, LLC

And, first, | want to thank you for
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hearing this itemtoday. And | do want to take a
nmonment to clarify the staff analysis that was handed
out at the last meeting.

In there, it talked about this Capito
simul cast signal -- the wagering -- the facilities
had been redesigned. And this inplies that there was
an area already and it was sinply redesi gned. And
this, really, we believe, is not a fair portrayal --
that actually what happened was that we went from
full access of the facility to severely restricted
access of the facility.

Also in the report it says that we
felt that this action was an inconveni ence to our
patrons.

And we actually would say, stronger,
that we think it is an affront to our patrons.

VWhat | would like to do is read the
presentation that | just gave you.

"Qur nost recent nmeeting closed at the
end of July. The nunbers are in as to the effect of
the segregation policy instituted by Los Al in
m d-May that was directed at the California harness
industry and its fans.

"The results are quite clear and

unanmbi guous. Who benefited fromthe policy of
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segregating California harness fans at Los Al am tos?
No one. What good has cone fromthis policy?
Not hi ng.

"Who has suffered fromthis policy?

"A segnent of California racing fans
whose only guilt is that they are fans of California
harness racing, since out-of-state harness product
i mported by Los Alamitos could still be bet on
anywhere within the Los Alamitos facility; the State
of the California, since | ower handl e neans |ess
nmoney for the State; California's harness horsenen,
who have | ost approxi mately $250,000 in purse npney;
Capitol Racing, which has |ost approximtely $250, 000
i n comm ssions.

"What bad has cone fromthis policy?

"Overall horse racing in California
has suffered a black eye because it is now clear that
the stated goal of this Board and every racing
association within the state to get people out to the
track, provide an enjoyabl e experience, and then
bring them back, thus increasing the fan base
attending the tracks, is sinply not true.

"It has now been proven that Los
Al ami tos taking our signal does not divert nonies

away from being wasted on quarter horses at its
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track."

John Reagan of your staff can verify
that. |1've spoken with him and he agrees.

"However, taking our signal allows a
portion of state citizens, those who wish to bet on
California harness racing, to be served. No one
wants or is asking the Board to m cronanage
day-to-day operations of Los Alanitos.

"What Los Al wants to spend on
advertising, what material it wants to cover its
chairs with, which people to do what job for how nuch
noney -- none of these types of issues are of concern
here.

"What is of concern is how a segnent
of the people of California are treated when they go
to a state-licensed event. It is not mnicronmanagenent
to tell Los Alamitos that all racing fans need to be
treated the sane. It is in the best interests of
racing, and it is the right thing to do.

"The attached anal ysis sheet gives you
nunerical verification of what has been stated in
thi s menorandum

"On behalf of the fans of California's
harness racing, California' s harness horsenen, al

i ndi vi dual s and conpanies related to California's
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harness i ndustry, and ourselves, we strongly request
that the CHRB act today and direct Los Alamitos to
di spl ay our signal and accept wagers on it in at
| east the same | ocations and manner that it did prior
to May the 12th, 2004.

"Harness and California's harness
i ndustry, in particular, and horse racing fans, in
general , deserve no |ess.

If you do | ook at the sheet that
you' ve been given, you will see that, on Thursdays,
our handle has -- what's here is to -- |'m not
| ooking to the specifics, to the pennies of the
nunbers. But |'mlooking for the order of magnitude
in the trend.

"Qur handl e went down $61, 000 a night.
The Quarters' handle went up about a little over
2,000. On Fridays, our handle went down a
hundr ed- and- ni ne-t housand dol lars a night. Quarters
went up a little over 3,500. On Saturdays, we went
down over a hundred thousand dollars a night. The
Quarters did go up, depending on how you want to
interpret it, sonewhere between twenty to $45, 000 a
ni ght .

"But the bottom line, based on our

analysis, is that we have | ost over three -- nearly
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three-and-a-half nillion dollars in handle. And
the -- if you took the gains the way that |
calculated "em we would still be, net, over 3
mllion |ower in handle. That means that we are
| osing handl e."

And earlier today, there was a | ot of
di scussi on about doi ng what the Board could to see
t hat handl e increased and that |icense fees increased
to the State.

"What' s happening now? W are | osing

handl e, license fees are decreasing to the State, and
we are losing patrons. |If this continues on for our
fall nmeet, we will |ose, on those same nunbers

proj ected out, approximately another three-and-a-half

mllion dollars in handle.
“If you still allowthis to go on next
year -- January through July -- we will |ose nearly

another $9 million in handle. That is a significant
loss in handle. It is a significant detrinent to the
horsenmen. It is a significant |oss of nobney to the
State. And it's just flat-out wong."

CHAI RMAN HARRI'S:  Just to clarify, how much
license fee do you pay to the State?

MR, BIERI: | think we're working here at the

| evel of 1 percent. So if we lose the 9 million plus
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the 3 and a half, plus the 3 and a half would be 7 --
it would be a mllion six -- it would cost the State,
over the course of time, $160, 000.

And it will cost the harness horsenen
over a mllion dollars in lost purse. And it would
cost us that anount of noney al so.

Now, not only do you have in your
gui delines, Chairman Harris, the actual requirenent
to approve the nodifications and the satellite
facilities, which -- you were supposed to be given 15
days' notice before that was changed.

I'"'mnot sure that you were given those
15 days' notice back in May. And I'mnot sure that |
was at a nmeeting where you acted and approved those
to be done. But that is called for in your
regul ati ons.

But also, in the rules and
regul ations, it tal ks about a guest association
providing a patron area for pari-nutuel wagering and
the observation of satellite signal. It says that
area shall be the "encl osure public."

The "encl osure public," according to
the rules -- 19410 -- you think of three things at
Los Alamtos. You think of the whole facility

divided into the parking | ot and everything el se.
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The "encl osure" is defined as "everything but the
parking lot." So that's out.

So now everything but the parking | ot
is the enclosure. The enclosure is divided into two
things -- "enclosure restricted" and "encl osure
public.”

The "encl osure restricted" are those
areas where a special pass is required to get into --
the noney room the backstretch, wherever else you
woul d want to go. And it says, in 19410-dot-5, "Al
ot her areas are the enclosure public.”

So it states clearly that you need to
provi de an area for wagering and observation of the
satellite signal, that area shall be the enclosure
public, and the enclosure public is everything that
is not restricted access or the parking lot. It's
not a part of the enclosure public. It's the
encl osure public.

And the word "all" is in 19410-dash --
dot-5. So, yes, you do have the authority to approve
somet hing that | don't think you really approved that
t hey' ve changed.

Second, you have the guidelines here
that say it should be the entire facility.

And, third, regardl ess of any of that,
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driving fans away from horse racing now is horrible,
and we should not allow that to occur. That is
what' s happeni ng, notwi thstanding all the financia
nunbers.

VI CE- CHAI RVAN LI CHT: Do you not believe that
some of the fans who are unhappy playing the Quarters
at Los Al have gone to Hol |l ywood or gone to ADW? For
pl ayi ng the harness. |'msorry.

MR, BIERI: It is possible that they did. But
the point that we're tal king about here is, by
restricting our people to the signal, the noney did
not transfer over to Quarters. So nobody benefited
fromthis. You know, it just didn't do anything for
anybody.

But it hurt the handle. It hurt the
patrons. It hurt the industry to show that the
i ndustry would all ow people to be segregated within
an area, depending on what they wanted to bet on

VI CE- CHAI RVAN LICHT: No. I'msaying it mght

have hel ped Hol | ywood Park. It m ght have hel ped the

ADW right?
MR. BIERI: It mght have. CQur handle did go
down overall. So we didn't get it back. The

specifics of what |I'mtal king about today is, if the

argunents we've heard in the past were right, when
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they didn't bet on us, they should' ve bet on them
They didn't bet on us, and they didn't bet on them

Al that |ost were fans and the State
and the harness horsemen and ourselves. You do have
the authority to right this wong. Thank you.

COWM SSI ONER SPERRY: John, based on the
financial information that they gave -- provided for
you, does it show that the product had an overal
| oss everywhere or just specifically in certain
areas?

MR. REAGAN:. John Reagan, CHRB staff.

To answer your question, M. Sperry,
the generalized nunbers as indicated by M. Sperry --
| nmean by M. Bieri -- are correct in their
magni tude, as he indicated; and also we did not see
an increase el sewhere. So, overall, the harness
handl e dropped. There was no conpensation el sewhere.

O course, with the whole issue of
ADW it was very difficult to see any variation in
the ADWthat could be pointed to this particular
situation. But in terns of the California handle,
there was no conpensating i ncrease el sewhere.

CHAI RMAN HARRI S:  But these purse | osses -- do
they take into consideration, again, that that's

noney that's being held under sone escrow noney
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that's kind of an inpact fee on Los Al ?

MR, REAGAN: Right. That's not taken -- this
is just the raw nunmber that woul d be generated from
this handle. And, you know, whether it would
actually be paid at that particular tinme or
whatever -- that's not part of this calcul ation.

This is just the raw nunber fromthe
handl e that was increased or decreased.

MR BIERI: 1'mnot here discussing cash flow.

CHAI RMAN HARRI S:  Okay. Well, next?

MR. KENNEY: Ben Kenney, President of the
CHHA.

Commi ssioners, | would like to say
this: Capitol has -- Capitol Racing has said that
the horsenmen are going to take a 15 percent cut.
That's 15 percent cut for the fall purses of this
year.

They' ve also said, if Los Alamtos
turns back on the televisions throughout their
facility, that they will make the purses whole for
what we've enjoyed for the |ast couple of years. The
15 percent cut will not be levelled on the horsenen.

Last neeting at Del Mar, this Board
was very concerned with the horse shortage in

Nort hern California.
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Well, | can tell you, if you think
that the Thoroughbreds are going to have a probl em
we're going to be decimated. People are going to
send their horses to Canada, to the Mdwest, to the
East Coast. They can't survive on this cut. [|'m
here fromthe Association to ask for your help
Thank you.

MR. BLONIEN: M. Chairman and Menbers, Rod
Bl oni en on behalf of Los Al am tos Racecourse and Los
Al ami tos Raci ng Associ ation.

First of all, there are no statutes,
no regul ations at Los Alanmitos that this is in
violation of. What | have just handed out to you is
a schedul e that shows what has happened with the
handl e at Hol | ywood Park, southern satellites taking
out Los Alanmitos and Hol | ywood Park, and the northern
satellites and al so showing their on-track handl e.

Basically what this shows is that,
fromMay 10 to the 1st of August, the handle at
Hol | ywood Park is down 12.2 percent. The handle from
the other Southern California satellites, excluding
Hol | ywood and Los Al, is down by al nost 25 percent --
24.5 percent. The handle on the Northern California
satellites is down 11-and-a-half percent. The on-

track handle is up a bit -- 1.3 percent.

126



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

What this shows is that, yes, the
handl e's down at Los Al. But the handle is down
every place else except a little bit on-track. And

the reason for that, we're uncertain of.

But that -- | think there's an issue
in ternms of satellite -- or excuse ne -- harness
racing -- harness racing at Los Al. Again, we have

an area that is for those interested in harness
racing. W have 200 to 450 people there a night.

We have plenty of self-service
machi nes. W have enough wi ndows that are open. W
accomodat e those people that want to bet on harness
racing. And this is not dissimlar -- this is not
dissimlar to what happens at other racetracks.

Do you think that, at night, at Santa
Anita, when quarter horse racing is being conducted,
that we have the run of the place? Do you think that
we have the benefit of using the turf club and other
areas of the premises? O course not. Nor do we
have that benefit at Holl ywood Park, even if you go
to the satellites.

We received a conplaint from sonebody
that wagers at Monterey. And they indicate, "CGee, in
the dayti me, when thoroughbreds are racing, we can go

to this nice dinner club and have a nice lunch and in
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pl ush surroundings. But in the evening, the place
isn't open."

That's a decision that is nmade by the
person that operates the Monterey facility. Every
oper at or namkes busi ness decisions. And Dr. Allred
made a busi ness decision in terns of harness racing
at Los Al. | don't think you want to get in the
busi ness of telling every satellite facility how many
tel evisions have to be featuring this product and
t hat product.

Who's going to regulate it -- how many
sel f-service machi nes you're going to have, how many
wi ndows you're going to have open? Again, satellite
operators have been given latitude by this Board in
ternms of how best to manage their facilities. And
don't think you want to get in that business now of
maki ng changes and enforcing regul ati ons that are not
in effect and have never been witten.

Also in answer to the question about
the license fee that is paid: The |license fee that
harness pays is the sane license fee that quarter
horse racing pays on satellite product. And that's
not 1 percent but 4/10 of 1 percent. | thank you.
That's provided for in Section 19605.71

DR. ALLRED: Dr. Allred, chairman and owner of
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the Los Alamitos race course. M. Bieri tells us
that this whole --

VI CE- CHAI RMAN LI CHT: Coul d you speak up?

CHAI RMAN HARRI' S: Speak up a little.

VI CE- CHAI RMAN LI CHT: It's hard to hear --

DR. ALLRED: -- this whole dispute results
fromthe nonconpliance with the Board's action
establishing an inmpact fee based on a nodified
version of the Zumbrun agreenent, so-called Zunbrun
agreenent, of years ago

For many years, we pronoted --
actively, aggressively -- the harness signa
t hroughout our plant because we had an econom c
reason to do it for us and for our horsemnen.

Because of the stonewalling that's
resulted in the litigation in the last few years, it
seens unlikely that millions of dollars -- there's
over $4 mllion that's not been paid at this point.
Qur horsenen suffer. W suffer. Qur handle did, in
fact, increase, by the way, during this time by at
| east 10 percent on-track, which is very significant
revenue.

We're very happy with the way things
are going. W take very good care of the people that

are visiting our simulcast area. It's a perfectly
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good area. We keep it very clean. There are plenty
of machines there. W had one week of adjusting to
that. We've totally taken care of that.

Anyone that wants to bet on harness,
they can do so. It's not that hard. You can go
there even to nake a spot bet and then go sonewhere
el se.

We didn't invest millions of dollars
in the "Vessels Club" (phonetic) and all these things
that we've done at Los Alanmitos to get a few percent
return by "wrecking" our live cromd. We can't do it,
and we won't do it. And we'd be very happy, however,
to make an agreenent with the California harness
i ndustry that would be successful and profitable for
both. So far, that just has not been done. Thank
you.

MR. ENGLISH: M name is Richard English. [|'m
a CPA. | provide consulting services to Los Al amtos

and the "Coast Quarter Racing Association”

(phonetic). 1've reviewed the handle at Los
Alamitos -- the live handle before and after the My
9 cutoff or restriction of the signal. And ny review

shows that the live handle on-track has increased
over 10 percent on Thursday, Friday, and Saturday

ni ghts.
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| disagree with some of M. Bieri's
assertions. 1'd like to point out -- and | have a
handout that I'd like to give to you -- that the
Thor oughbred associ ati ons, when they bring a
signal -- a signal into their live neet, pays zero to
the Northern -- to the Southern California Racing
Associ ation -- Thoroughbred Associ ati on.

They pay zero to the Northern
California -- to the Northern California neet. They
bring a race to Bay Meadows. They pay zero to Bay
Meadows. And they keep all the on-track revenues.
During the period of this dispute, the Thoroughbred
i ndustry has generated, on out-of-zone races -- has
generated $82 mllion in purses and conm ssions

during the period April through August 1

$82 mllion in revenue and purses and
zero in host fees to the -- to Northern California or
Southern -- to the reciprocal. And although our

agreenent, when you look at it on the face, it says
they only -- the North only gets 2-and-a-half

percent, if you factor in all the factors that cone

i nto what conpensation is, including the SCOTW NC
expense fund, the actual breakdown, when you consider
the two -- the SCOTW NC expense fund and the | ocation

fee that Los Alanitos gets, the actua
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distribution's -- 10.7 percent of the handle goes to
Los Alam tos, and the harness industry keeps 7
percent.

We're alnpst partners as it is. And
that's the agreenent that M. Bieri's organization's
failed to live up to. And there are patrons at that
point in tine.

Agai n, to reenphasize -- our handle
has gone up by over 10 percent during the effective
period. And I'd |ike to give you this handout.

CHAI RMAN HARRI'S:  Well, does the Board --

| don't know if that concludes the
present ati on.

Does the Board have any input on this?

COW SSI ONER SPERRY: John, | can only say
that the patrons at Los Alamitos -- that | sonetines
envy the way they keep the harness area cl ean
conpared to the rest of the racetrack. Were | go,
for watching one or two of the races where ny horses
run, is not kept anywhere near as clean as it is
t here.

In fact, | was comrenting to Marie
that I had a horse run at Los Alanitos, and | was up
in the Bay Area. So | had to go to Bay Meadows. And

| had to wade through a filthy place just to be able
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to even watch ny horse run.

MR. BIERI: W don't need to indict the other
peopl e.

COWM SSI ONER SPERRY: |'mjust saying | think
that the facility that Los Alam tos provides for al
patrons is a decent place, and they provide enough
staff to take care of anyone's needs.

MR. BIERI: In all due respect, "separate but
equal " went away a long tine ago. And to merely say
that it's as good as the other or better than the
ot her m sses the point that we're trying to meke.
Everybody has the right to go anywhere that they want
to go.

| ama little disappointed. | tried
to keep this on point, just dealing with the issues
of the lack of taking our signal down and not
bringing the other lawsuit in. That's going to take
care of itself over tine.

I"'malso a little disappointed in that
I did call Rick English |last week, left a nessage.
was able to reach himthe other day and said, "Wre
our numbers correct?"

He said, "Generally, they were." So
this is the first time that |'ve seen that. | was

hoping to avoid a confrontati on on nunbers because
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am not a trained accountant. But I'd |love to sit
down and go through those with him

But whether it's 10 percent or not,
over $3 nmillion went out of the handle at Los
Alamitos. Qur people are being treated inproperly,
not equally. And it's hurting the industry. And
it's hurting ourselves and the whol e harness
i ndustry.

I just would like you to take that
into effect. A lot of what Rod Bl onien says is other
things not related to what we're tal ki ng about here.
They're interesting, and they can be discussed. But
the point we're tal king about is having the signa
taken at Los Al like it always has been. And |I'd
appreci ate your going along with that today. Thank
you.

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

"Il try to be very brief.

Wth regard to the remarks that Rod
made with regard to the handl e of the harness racing
bei ng down at Hol | ywood Park and some of the other
satellites, post May 12, which was the cutoff point
for the restricted area -- the begi nning of the
restricted area at Los Al -- when you take 15 percent

out of the handl e statew de, the handl e al so goes
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down in other places because, as those of you who
know, when -- that, when you bet and you | ook for
value in betting, the larger the pools are, the nore
likely you are to bet into these pools.

The smaller the pools are, the |ess
your return and the | ess your interest in betting
nor e noney.

So if there's 15 percent, which is
what that chunk of noney lost at Los Al on a nightly
basis is -- if you take that -- on the harness -- you
take that noney out of circulation, out of the pools,
you expect there to be a decline in all of the
exi sting other satellites. 1t can't be naintained
because patrons are | ooking for value in wagering.

And that's what substantiated the
nunbers that he was | ooking at.

Wth regard to the restricted area
itself, inside the restricted area, it's somewhat
okay. For Rod to represent that there are
restrictions at other tracks around the state, there
is no restriction at any facility, short of a pricing
to go into a turf club or to go into a clubhouse
area, that is breed specific -- that is breed
specific.

The other facilities are -- are --
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they roll back sone of the areas and they don't
exclude -- and they don't let the night patrons
race -- go to and frequent certain areas. It is not
breed specific.

There aren't even problens, from our
perspective, if associations are | ooking at the
market -- that is, on a Friday night, if there are
nor e Thor oughbred patrons because there's
Thor oughbred racing on a Friday ni ght and sonehow a
satellite wants to adjust the distribution of TVs to
reflect the |arger nunber of patrons in one of the
breeds, that, at |east, has a proportiona
busi ness -- basis.

It's not restricting an area and a
type of betting of a particular breed' s product,
which is being done here. And the fact is this is
just plain and sinple fan bashing. Wen you have 60
percent of your handl e declining overnight and being
consi stently sustained throughout a period of time --
11 weeks -- you expect there to be a situation where
your patrons aren't going to the track

It's not that they're all going and
they're just betting |less or because they can't fit
intoit. For whatever reason, the harness player at

Los Al has left. And that's fan bashing.
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As Steve said, "W can't -- in racing,
we can't afford to disenfranchise any fan," whether
it's a Thoroughbred fan, whether it's a quarter horse
fan, whether it's a nule fan. And we certainly can't
di senfranchise, at a nmajor satellite facility, one of
the racing breeds -- harness racing. Thank you.

CHAI RMAN HARRI S: Ckay. W need to keep
novi ng al ong here. | think we understand the issue.

Do any of the Commi ssioners have any
guestions or conments on the issue?

Wel |, hearing no--

COWM SSI ONER MOSS:  What's t he downsi de of
just voting or naking a notion to agree with what the
gentleman is saying?

CHAI RMAN HARRI S:  Well, | nean | guess the
i ssue is how nuch resolve the Board has to dictate to
a track or satellite operation how exactly they're
going to run their operation. And | nean, in a
perfect world, | wish they could just get together
and figure out sonething and everyone's happy. But |
don't know if we can really intervene. That's the
probl em

Well, with the lack of motion, we'l
nove on to the next item and keep that under

advi sement .
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Okay. We've got staff reports on the
concl uded race neets. W' ve got to keep noving al ong
here. So all of those -- if we can just, unless
there's anything in there that is of particular
significance, it would be better if we just -- those

are available on the record. Everyone can review

em
Let's nmove on to the conmmittee
reports -- the Ad Hoc Security Committee neeting.
VI CE- CHAI RMAN LI CHT: We nmet toward the end of
Del Mar. It was very productive nmeeting. W

di scussed the results of the m | kshake testing, which
Dr. Jensen reported to you generally here today. W
under stand how serious the issue is to the industry
in general. And the committee is well aware of that.
We' ve obviously acted by proposing this rule today.
We al so tal ked about increased
security. We saw additional denonstrations of
security canmeras that TOC is working on, along with
some of the tracks. Del Mar has sonewhat of a system
in already; and hopefully, by next year, it will be
even nore -- it will perneate beyond the extent of
the area that it is today. And I think that this
committee is an inportant addition to the Board and

is doing sone real good in the industry.
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CHAI RMAN HARRI S:  Yeah. It has been a | ot of
work into that conmittee. We thank 'emfor all the
speci fic recommendati ons goi ng forward.

Anyt hi ng under Ceneral Business?

One thing | would like it bring up
under General Business is, as you know, our Executive
Director Roy Whod will be retiring at the end of the
year or resigning. And we've appointed a search
committee to find a good replacenment for Roy, which
is going to be Marie Moretti and Jerry Mdss, with the
hel p of the entire Board.

Pai ge Noble will be the point person
at CHRB as far as actually taking applications. And
we have sone information as far as the job
qualifications and details on the actual position.
But | think all of us in the industry -- we would
request everybody in the industry to help us find a
good person for this job and try to -- we'll try to
get soneone in place.

And the earliest someone could be in
pl ace woul d be January 1 of 'O05 because actually Roy
will be actually technically enployed till then.
He'll actually be here through October. So we've got
alittle bit of sone tine. But we wanted to get

started and try to get the process started.
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Appreciate Marie and Jerry helping on it.

Any ot her General Business?

MR. BLONIEN: M. Chairman and Menbers, Rod
Bl oni en.

| guess on behalf of all ny clients,
I'"d like to thank you for sending a letter to the
governor on the San Pablo conpact. And so you al
know, we were able to forestall the adoption of that
conpact .

But we're going to be back into the
thick of it in Decenber and January, when the
| egi sl ature returns, because the governor's
i ndicating that he's going to, again, seek to have
that conpact ratified.

And |I'"m going to be working with the
various racing associations and the |abor unions to
try and maintain our resolve in that regard because
there's no doubt in ny mnd that Northern California
circuit is going to be on |ife support if that
conpact is ratified.

Now t here's been no place in the
country where full-scale casino ganbling' s been able
to coexist 7 mles away froma racetrack. So we're
going to be tackling that. So | wanted to thank you.

| also wanted to ask a question, and
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that is: Do you think there would be a conflict if |
applied for the Wwod job and kept ny other clients?

CHAI RMAN HARRI'S: | wouldn't think so. |
don't think we could afford you, even part-tine, is
the problem

MR, BLONI EN. Thank you.

CHAI RMAN HARRI' S:  Ckay. Any other GCeneral
Busi ness? O d Business? That concl udes --

COWM SSI ONER SPERRY: M. Chairman, | think,
as this is Roy's last official --

CHAI RMAN HARRIS: No. W're going to be in
October -- he'll be here through the Cctober neeting.
Yeah.

COW SSI ONER SPERRY:  Never mi nd.

CHAI RMAN HARRI' S:  Keep in mind, too, that
we'll set a neeting -- naybe it'll be just at the
Board meeting, possibly, since all the Board nenbers
are interested init -- for that October 5 date, to
regurgitate everybody's information on the dates.

So I'd Iike to thank Fairplex and "Jim
Henwood" (phonetic) and all his people for hosting
this little barbecue which is going to -- it's been
goi ng on next door, where | hope there's food |eft
for us. |I'msure that you're all invited over there.
(Proceedi ngs concluded at 12:54 P.M)

--000- -
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