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Action |tens
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Approval of the mi nutes of the regular
meeti ng of August 21, 2003.

Approval of the mnutes of the regul ar
neeti ng of Septenber 18, 2003.

Di scussion and action by the Board on the
Application for License to Conduct a Horse
Raci ng Meeting of the Los Angeles Turf Club
(T), at Santa Anita, commenci ng Decenber

26, 2003, through April 18, 2004, inclusive.

Di scussi on and action by the Board on the
request of the Los Alamtos Quarter Horse
Race Association to add one additiona

ni ght of quarter horse racing to their
2004 al | ocation of race dates.

Di scussion and action by the Board on the
Application for License to Conduct a Horse
Race Meeting of the Los Al amitos

Quarter Horse Racing Association (Q at Los
Al am tos, commenci ng Decenber 26, 2003,

t hrough Decenber 19, 2004, inclusive.

Di scussion and action by the Board on the
request from Hol |l ywood Park to inplenent
the 10-day veterinarian's list for any
horse scratched after scratch tinme

(late scratches), except for horses
scratched at the gate.

Report and activity update fromthe
Nat i onal Thoroughbred Raci ng Associ ation

Report and presentation on the Del Mar
security camera installation.

Public hearing by the Board on the adoption
of the proposed regul atory addition of
CHRB Rul e 1979.5 -- Beat the (dds.
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Committee Reports
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ARCADI A, CALI FORNI A; THURSDAY, OCTOBER 23, 2003

10: 06 A M

EXECUTI VE DI RECTOR WOOD: Ladies and

gentlenen, good norning. 1'd like to welcone you to

the regul ar neeting of the California Horse Racing

Board. It's being conducted on Thursday, OCctober

23rd. And we're at the Arcadia City Council Chanbers

in Arcadia, California.

Present at today's neeting are
Chai rman Roger Licht, Vice-Chairman John Harris,
Commi ssi oner W liam Bi anco, Commi ssioner Al an
Landsburg, Conmi ssioner Marie Mretti, and
Conmi ssi oner John Sperry.

Before we go forward with this

norning's nmeeting, | would like to respectfully

request that, if you give testinmony in front of this

Board, that you please state your nane and your
organi zation. |If you have a business card to give
our court reporter, it would be appreciated.
Wth that, 1'd like to turn the
nmeeting over to our Chairman Roger Licht.
CHAIRVAN LICHT: 1'd like to start this
nmeet i ng.

Mari e, why don't you nmke the
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presentati on?

COW SSI ONER MORETTI: Just |i ke everyone to
join us in a nonent of silence to renenber our dear
friend and | egendary jockey -- Bill Shoemaker.

(A nonent of silence was observed.)

COW SSI ONER MORETTI:  Thank you.

CHAI RMAN LI CHT: Okay. Wl cone everybody.

First itemon the agenda is the
approval of the m nutes from our August meeting. Has
everybody had a chance to read then?

COW SSI ONER SPERRY:  So nobved, M. Chairnman

CHAI RVAN LI CHT:  Second?

COWM SSI ONER MORETTI @ Second.

COWM SSI ONER BI ANCO:  Second

CHAI RVAN LICHT: Al in favor?

BOARD MEMBERS' VO CES: Aye.

CHAI RVMAN LI CHT:  Opposed?

(No audi bl e response.)
CHAI RVAN LI CHT:  Unani nously passed.
Approval of the Septenber neeting
m nut es.

COW SSI ONER SPERRY:  Same action, M.
Chai r man.

COWM SSI ONER BI ANCO.  Second.

CHAI RMAN LI CHT: Second?
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Al'l in favor?

BOARD MEMBERS' VO CES: Aye.

CHAI RMAN LI CHT: Opposed?

(No audi bl e response.)

CHAI RVAN LI CHT: Okay. The third itemis the
application from Santa Anita Los Angeles Turf Club to
conduct their wi nter neeting.

MR. M NAM: Thank you, M. Chairman. And
good norning. This is the application to conduct a
horse racing neeting for the Los Angeles Turf Cl ub
They want to run from Decenber 26, 2003, through
April 18, 2004 -- 84 days, which is one day |ess than
2003.

They' Il be racing five days a week,
Wednesday t hrough Sunday, with 8 races per day on
weekdays and 9 races on Sundays, weekends, and
holidays. First post will be 1:00 o' cl ock weekdays
and 12: 30 weekends and hol i days.

The Board has not received the
horsenen's agreenent, fire clearance, and the post
time for Sunshine MIlions. Staff recommends that
the Board approve the application conditioned upon
receiving the additional information.

CHAI RMAN LI CHT: Any di scussion from any

conmi ssioners or the public?
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COW SSI ONER MORETTI: Roy, is there any
gquestion that that additional information will be
forthcom ng?

MR. M NAM: | have not heard yet.

MR. LI EBAU: Jack Liebau from Santa Anita.

We do not anticipate any probl ens
what soever. The fire clearance is just a matter of
course as far as doing it after the Oak Tree neet.

As to the Sunshine MIlions, that's dependent upon
NBC s timing is concerned as to whether it's going to
be earlier than 12:30.

Wth respect to the horsenen's
agreenent, we really don't have any issues. The
reason why it hasn't been delivered is that the stake
schedule is still sonmewhat in flux. And if | could
explain the reason for that is that both the track
and TOC have sonme problens with the Graded Stakes
Commi ttee, which has ruled that henceforth al
Grade 1 stakes have to be for $250, 000.

Santa Anita has six Grade 1 stakes at
$200, 000. | had requested, on behalf of Santa Anita,
that the Graded Stakes Conmittee review that ruling
| have to say that the response was |ess than
negative in that | was pretty nuch ignored. | now

think that | mght get some consideration because
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wi || have the Thoroughbred Omers of California also
requesting that.

The reason for that is that we have
finite noney available as purse funds. |If we raise
those races and | eave all the other stakes races the
same, we would have to |l ower the overnights, which we
at Santa Anita oppose. And | think the Thoroughbred
Owmners of California also have concern about that.

If we don't decrease the overnights,
we have to either reduce the purses on stakes races
that we have or elimnate some of those stakes races.
So this is a joint problemthat TOC and Santa Anita
are going to try to get a waiver as far as the G aded
St akes Committee's concerned.

CHAI RVAN LICHT: | have a question for TOC
with respect to this application.

MR. VAN DE KAMP: Yes, sir. John Van De Kanp.

CHAI RMAN LI CHT: Yes. M. Van de Kanp, at
some point you contacted nme regarding the Board's
approval of applications that contai ned cormbn poo
sites that have been -- may or are rebating to their
customers. Does TOC have a problemwi th us approving
the application with the conmon pool sites |isted on
this application?

MR. VAN DE KAMP: | think, if you renenber our
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conversation, M. Licht, it was after the |ast Board
nmeeting. |'mnot sure you want to go there. But
['ll be happy to take you there right now.

CHAI RMAN LICHT: Yes. | do want to go there.

MR. VAN DE KAMP: Let ne tell you what the
conversation was about. At the |ast Board neeting,
the Board ruled that the waiver that we had sought
for Mss MCaffery and M. Lewi s was deni ed because
you had rules and those rules were to be enforced and
there are to be no exceptions.

| approached you after the neeting.
And | said, "Well, | think that's a little
hypocritical because you have a rule on your books
relating to rebates, which is far nore inportant in
many ways than the situation as it relates to both
McCaffery and Lewis. And yet you ignore that rule.”
So | mean there's inconsistency. But

| also said to you at the tinme that we were not
opposed at this tinme to sending our signal to these
sites. And indeed we've approved sending signal to
these sites -- sites that | think you were aware of
because you' ve had neetings and hearings with sonme of
t he people that were involved with respect to those
sites.

And so as we continue on, in dealing



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

with the tracks, we're devel opi ng some new prograns
and policies in terms of how we deal with those
sites. You've heard a little bit about that
yesterday, | think, at your neeting. And you know
we're proceeding in that direction. So | hope that
answers your question.

CHAI RVAN LICHT: In other words, TOC is in
favor of us approving this application --

MR. VAN DE KAMP: Yes.

CHAI RMAN LI CHT: -- including -- okay.

MR. VAN DE KAMP: | would have said otherw se
And | told you that the other day.

CHAI RMAN LI CHT: That's right. But | wanted

MR, VAN DE KAMP: And | also told you that |
t hought it was hypocritical for the Board to stand
up, sanctinoniously saying, "Arule is a rule, and
we're not going to vary fromit." You know --

CHAI RMAN LICHT: |Is there a reason that TOC
signs these contracts if they're not -- if they don't
think that they're in accord with California | aw?

MR. VAN DE KAMP: The -- that is a question
for the Board to decide. And, you know, you have
known all along that rebating has been going on. And

I think everyone's been very open with respect to

10
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t hat .

In fact, we think it's in the best
i nterest of horse racing at this moment to deal with
those sites. There's about 11 percent of our handl e
that is going through those sites right now, as I
think you're aware. |It's growing. And there's a

problemthat we're trying to deal with in sonme, you

know, other, | think, ways. And you'll be hearing
nore about it, | think, in the next two or three
mont hs.

VI CE-CHAIR HARRI'S:  You know, | think I've
al ways been bothered by the rebate issue. | nean
know that there's sonme benefit of having, you know,
additional handle. But it kind of unlevels the
playing field. | wasn't really aware that we had a
rule specifically on it.

And | was really assum ng that the --
basically the reason we were approving these was
because the tracks and the TOC endorsed 'emor felt
that that was, you know, the best -- the best plan

But if we actually has a rule that
says that you cannot do rebates, then | think we
should | ook at it.

MR. VAN DE KAMP: | nean to be --

Excuse ne, M. Harris. | nmean to be

11



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

consistent with what you did at the |ast neeting.
That was a conversation, a private one with M.
Licht; but he wanted to raise it today. So that's
fine. You can waive that rule for good cause. You'd
have the right to be able to do that under the sane
rules that | spoke to you about at that |ast neeting.
And | think that, in a sense, is what

the Board has been doing inplicitly all along as
we've worked in this particul ar area.

COW SSI ONER LANDSBURG. | think, with all due
respect, we do operate under a general rule which is
for the good of racing. And when we do choose a

path, it is, in our opinion and the opinion of the

Board, that we are doing it in -- for the good of
raci ng.

| hope -- noving a little bit further
into what you were saying, | hope that we will soon

have the ability to digest the report that TOC has
been part of in dealing with these organizations and
the primary apparent possibility that, if we take
action, we will be further made an island in the
worl d of pari-mutuel betting, which is not in the
best interests of racing at this instant.

If we can get sonme kind of genera

feeling fromthe rermai nder of the people who contro

12
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the |l argest part of the betting -- the

associations -- to follow our lead in the rule that
we have made, then | think we will be taking a |ong
step forward. And | hope that will be part of your
report when it does -- is made public.

CHAI RMAN LI CHT: M. Liebau, is it safe to say
that the LATC s contracts with all these off-site
comon- pool wagering facilities will have a provision
forbi ddi ng rebating?

MR, LIEBAU. As far as the California Magna
tracks are concerned and | think all tracks in
California have a provision that is in conpliance
with the regul ations of the California Horse Racing
Boar d.

Those contracts, as a matter of
custom are subnmtted. And | think, if you asked
M. Wod, they are checked by the staff to make sure
that the contracts conformto the regulation. The
regul ati on provides that you nmust have a provision in
the contract that prohibits rebating.

VI CE-CHAIR HARRI S: So you're saying the
contracts conform but the actual practice, the
real --

MR, LIEBAU. |'msaying that the -- | know

that this it is a distinction without a distinction

13
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And as a ex-lawer, | realize what |I'm saying. The
contracts are in conformty with the regul ati ons of
the California Horse Racing Board.

VI CE-CHAIR HARRI'S: So they prohibit rebates.
But in practice they may -- I'mnot really clear if
the tracks or TOC or anyone really specifically knows
who's giving rebates and who's not. |Is that pretty
conmon know edge or not?

MR. LIEBAU: | think that that's comon
know edge. | think that Magna has a strategy in
pl ace that is hopefully going to be able to deal with
the rebaters in a nmanner that is going to be nore
ef ficient and nore advantageous to both the Magna
tracks and to the horsemen. And that is in the
process. And the jury's out.

But we're very hopeful that we will be
havi ng a neani ngful change as far as rebaters are
concer ned.

MR. VAN DE KAMP: TOC and MEC -- they're
wor ki ng very closely. And | concur with what Jack
has just said.

VI CE- CHAIR HARRI'S:  Anot her issue on the
comon- pool sites is just the transm ssion of
wagering data. And | think it's inportant that the

track, the host track, have sonme way to assure

14
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that -- | nean | realize that sonme of it's not going
to be instantaneous but that there's some standard of
performance on the way that data's transnmitted. Are
you on top of that?

MR. LI EBAU. We think we are.

VI CE- CHAI R HARRI S:  Good.

MR. LIEBAU. Yes. | think that the data is
transmtted probably as fast fromthose sites that do
rebating as fromother states that have rules in
pl ace that slows down the transm ssion of the data.

As you know, | think, the State of
Arizona and the State of Florida have sone rul es that
really slow down the transmission in that they
require all of that state's wagering information to
be transmitted as a whole rather than pieceneal.

VI CE- CHAI R HARRI S:  Yeah

COW SSI ONER LANDSBURG. There will be nore on
that during the Pari-Mituel Cormmittee report. We had
a rather long discussion of it yesterday.

CHAI RMAN LICHT: Well, | think that it's up to
the Board, then, not in connection with Santa Anita's
application specifically but in general, to make a
determination as to whether the tracks are in
conpliance with this rule. And that's sonething that

we need to discuss.

15
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VICE-CHAIR HARRIS:  Yeah. It seens like, if
we think it's a bad rule, we should change the rule
or specifically waive it because we think that it
needs to waived. But | hate to just have a rule on
the books that we're not even paying any attention
to.

COW SSI ONER LANDSBURG. Do you want that as
part of the next Pari-Mituel Conmittee neeting?

CHAI RMAN LI CHT: | think that would be a good
i dea.

COW SSI ONER LANDSBURG.  John, woul d you see
t hat ?

MR, LIEBAU. If | may -- Jack Liebau -- |
woul d suggest that, if we are going to go through the
rules, that we go through all of the rules that you
have because | think that sone of you would be
surprised by some of rules that are in your rules and
regul ati ons.

So it mght be suggested that sonme
time mght be devoted to doing all of the rules and
not just one 'cause | think that there are a nunber
of rules in there -- and I'I|l be glad to acquai nt
each and every one of you with some of the ones that
no | onger nmeke any sense and haven't made any sense

for a nunber of years.

16
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Specifically in the area of
incentives, there are rules that have been superseded
by statute and they're no longer in play. So it
m ght be good to revisit all the rules.

COW SSI ONER LANDSBURG.  Hundr ed- and-twenty
pages. Wow.

CHAI RMAN LI CHT: Any comments from anybody
el se?

(No audi bl e response.)

CHAI RVAN LI CHT: Do we have a notion to
approve LATC s application?

COWM SSI ONER MORETT!:  So npved.

VI CE- CHAIR HARRI S:  Second.

CHAI RVAN LI CHT: Moved by Conmi ssi oner
Moretti. Second by Commi ssioner Harris.

Al in favor?

BOARD MEMBERS' VO CES: Aye.

CHAI RVAN LI CHT:  Opposed?

(No audi bl e response.)

CHAI RMAN LI CHT:  Unani nously passed.

Nunber 4, the request by Los Al am tos
to add one additional night.

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

This itemis to correct, | guess, an

17
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apparent error. During the dates-allocation process,
Los Al am tos requested 203 nights and was given 203
ni ghts. Wen they were putting their application
together, they realized that the sane set of dates
was actually 204 dates -- 204 nights.

And they're asking that their date

al l ocation be increased to 204, which is still a
decrease fromwhat we estimate this year will be. W
estimate that this year will be 208 by the time we

cone to the end of this year. So this would actually
still be a reduction at this point.
I think there are representatives from

Los Al that may want to speak to this. But | should
say at this point that's their request to make this
correction so that, when you take up the next item--
the actual application -- those nunmber of days will
be okay.

CHAI RMAN LI CHT: Is anybody here from Los
Al am t 0s?

MR, MONJI: Yes. M nane is Mchael Mnji,
M o0-n-j-i, Assistant General Manager of Los Al anitos
Racetrack. Yes. This is nothing nore than a
m scal cul ati on on our original application at this
poi nt .

CHAI RMAN LICHT: In connection with you asking

18
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for this amendnent, the Board had asked that Los

Al ami tos and the harness-raci ng peopl e resolve sone
of their issues. Can you give us a status report of
t hat ?

MR, MONJI: The horsenen still object to the
har ness si mul cast being taken. And we still have the
letter on file fromthe horsemen on this issue.

CHAI RMAN LI CHT:  Your horsenen object? The --

MR MONJI: Right.

CHAI RMAN LI CHT: -- quarter horsenen?

MR. MONJI: That's correct.

CHAI RMAN LI CHT: Any update on where we are
with that?

MR. MONJI: No, not at this tine.

CHAI RMAN LICHT: Well, | think it's sonething
that the Board has expressed a sincere desire to get
resol ved expeditiously. And |I'mnot pointing a
finger at Los Alanmitos but at both parties. This
needs to be resolved, and this needs to be resol ved
qui ckly in order to allow racing to proceed in an
orderly manner here.

MR MONJI: Sure.

CHAI RVAN LI CHT: Did you want to make a
conment on that?

MR, HOROW TZ: Alan Horowitz, Capital Racing.

19
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This is, essentially, the update that you requested
because M. Monji was not present at two neetings
that took place between representatives of the
quarter horsemen, the quarter horse management at Los
Al , the harness horsenen, and the -- Capital Racing.

We had two neetings, one at -- in the
Board offices in Sacramento that Roy Wod put
together and then a second neeting at Los Al anitos
| ast week.

We woul d have been neeting -- trying
to meet before the Board this week, because we think
we' re making progress. But one of the parties was
out of the country for this week. So we expect to
get back to the task of finishing up and reaching an
agreenent .

CHAI RMAN LI CHT:  Any di scussion on Los
Al amitos's proposal for an extra day?

VICE-CHAIR HARRIS:  |'Il nove approval.

COW SSI ONER BI ANCO:.  Second.

CHAI RMAN LI CHT: Moved by Conmi ssioner Harris.
Second, Conmi ssi oner Bi anco.

Al in favor?
BOARD MEMBERS' VO CES: Aye.
CHAI RVAN LI CHT:  Unani nously passed.

Nunber 5, the application by Los

20
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Al amitos to conduct their nmeet next year

MR MNAM: This is -- Roy Mnam , Horse
Raci ng Board staff. This is Los Alam tos Quarter
Horse Association's application to conduct a quarter
horse nmeeting from Decenber 26 through Decenber 19,
2004, which will be 204 days.

They' Il be racing four nights a week,
Thur sday through Sunday; 7 to 15 live races per night
and 6 to 12 sinulcast races. First live post will be
7:15, Thursday and Friday; 6:30, Saturday; and 5: 30,
Sunday.

Specific information that we stil
require are the horsenen's agreenent and fire
cl ear ance.

Staff recommends that the Board
approve the application conditioned upon receiving
the additional information.

COWM SSI ONER LANDSBURG. \When do we expect the
hor senen' s agr eenent ?

MR. MONJI: We have not signed a horsenen's
agreenent yet. But there are no issues pending with
regard to that issue

EXECUTI VE DI RECTOR WOOD: So you expect it to
be signed before the beginning of the neeting?

MR, MONJI: That, | do not know. Dr. Alred's

21
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wor king on that at this tine.

And with regard to the fire
application, | believe that has been handl ed as of
| ast week.

VICE-CHAIR HARRIS: |Is there anyone fromthe
hor senen's organi zation here to --

MR, SCHI FFER: Good norning. Dan Schiffer
appearing for the PCQHRA.

And, specifically, | was instructed to
advi se the Board that we have wi thheld our consent as
to the inportation of the Capital Racing signal. |
was not nade aware of any other issues with regards
to the agreenent between the horsemen and Los
Al anmi t os

But we do still have no agreenment in
pl ace as to the order of the Board of May this year
regardi ng nmonies that were to be paid to us as wel
as for the ongoing inportation of the Capital Racing
signal too during live racing.

So | know we sent a letter to M. Wod
on October 17, withholding our consent. And we
request, if there is approval, that that provision be
wi thheld at this tine.

CHAI RVAN LI CHT: Do you advocate that we not

approve the application at all at this tinme and defer
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it till the Decenber neeting?

MR, SCHI FFER: W don't have any objection to
approving the application but subject to wi thhol ding
the inportation of that signal. And I concur wth
the previous speaker that negotiations are ongoing.
There's a problemwith one of the parties being
unavail abl e at present. But we do believe we're
goi ng to have sone progress shortly.

CHAI RMAN LI CHT: Do we have the right to
approve this application wthout --

COW SSI ONER MORETTI: W thout a horsenmen's

agreenent .
CHAI RMAN LI CHT: -- without that --
Wel |, without that too but also
wi thout the -- inporting the signal from Cal Expo?
| think that --

EXECUTI VE DI RECTOR WOOD: You have the right
to approve the application on the condition that the
horsenen's agreenent will be submtted by a date
certain, if you'd like to choose to do so.

CHAI RMAN LI CHT: Including Cal Expo -- the
acceptance of the Cal Expo signal?

EXECUTI VE DI RECTOR WOOD: At this point in
time, under your order that you issued towards that,

the receipt of that signal, you have the right to
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exclude that. Also under your order that requires
themto take the signal, based upon the conpensation
bei ng pai d.

I thoroughly believe that both parties
wi |l agree and, by Decenber the 1st, you'll have a
response as to that issue being resolved or not.

CHAI RMAN LI CHT: Well, maybe we shoul d just
defer this application until the Decenber neeting --
Decenber 4th.

EXECUTI VE DI RECTOR WOOD: Unfortunately that's
probably a tine frane issue with Los Alanitos --

"Il let Los Alanm tos speak to that -- because their
nmeet starts in the nonth of Decenber. And they may
have sone arrangenents to take care of and sone

mar keting activities to plan if you don't go ahead
and approve this application based on the nmerits of
t he application exclusive of the issue that --

CHAI RVAN LI CHT: Well, there's two issues, the
way | understand it.

COWM SSI ONER MORETTI @ Yeah.

CHAI RMAN LI CHT: There's not just one issue.

EXECUTI VE DI RECTOR WOOD: The two issues --
the issues are basically the contract that they're
going to sign. He said he has no problemw th the

signing of the contract but he does have probl ens
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with the issue of the order that we signed with --
directing these parties to resolve this issue.

Both parties are in negotiation to
resolve the issue, and | think it will be resolved
bef ore December 1st.

CHAI RMAN LI CHT: Well, except this is our hole
card to make -- to try to induce a settlenent.

EXECUTI VE DI RECTOR WOOD: That's right. And
basically told 'emthat here today.

VICE-CHAIR HARRIS: |'m not clear, though, on
the -- there's really no conflict between the
horsenen at Los Al and Los Alamitos as a racetrack.
Neither, as | understand it, want to take that
si gnal

But the problemis that there's
litigation saying that they've got to take the
signal. And | don't know if that's going to get
resolved at any date certain or not.

EXECUTI VE DI RECTOR WOOD:  Well, | don't think
the horsenmen at Los Alamtos have got a problemwith
the application as subnitted. | think the problemis
the recei pt of the signal from Capital Racing.

| do believe, in these two nmeetings
that have taken place over the |ast couple of weeks,

that issue will be resol ved. | don't think
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there's -- | don't think that issue's going to be
still sitting on the table before the race neet
starts.

COWM SSI ONER MORETTI: But in terns of this
application, the horsenen's agreenent is the one
I"'m-- it's not signed and you're not saying that --
you' re saying that you don't knowif it will be
signed prior to -- forgetting Capital at the
nmoment -- excuse ne -- but just in terns of your
organi zation for your application, when you --

MR, MONJI: No.

EXECUTI VE DI RECTOR WOOD: | don't know if
that's what he said or not.

MR, MONJI: No. That's not. No. The only
thing that we're asking is just that the Board
approve the application at this tinme because there
are really no issues at this tine regarding --

COW SSI ONER MORETTI :  Conti ngent upon your
receiving the horsenen's agreenent.

MR, MONJI: | didn't hear that part.

COW SSI ONER MORETTI: Is that --

CHAI RMAN LI CHT: He didn't hear you.

COW SSI ONER MORETTI: Did you say that you
had -- you do not have a horsenen's agreenent for

this --
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MR. MONJI: That's correct.

COW SSI ONER MORETTI: -- but you do
anticipate that it will be, but you don't know when
it will be?

MR. MONJI: That's correct. And there are no

i ssues pendi ng between us and PCQHRA.

COW SSI ONER MORETTI: And you're pretty sure
you will have it signed prior to the meet begi nning?
MR. MONJI: We hope to have it signed.

COW SSI ONER MORETTI: But if you don't, we
can't approve it -- well, | can't approve that -- |
don't know about --

MR. MONJI: Yes. Yes. We will have sonething
signed. Yeah.

VICE-CHAIR HARRIS:  Well, | nmean, do you
anticipate that the whole issue of the signal being
sent into Los Al will get resolved by then?

MR, MONJI: Well, no. That part, | can't
address as far as that. But as far as us being able
to come to sone agreenent, yes, | -- that wll
happen.

VICE-CHAIR HARRI S: But on the -- yeah. The
signal issue, though, you and the horsenen are
basically in agreenent on that in opposing it, |

guess. But that's not a point of contention between
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the horsemen and the track

MR, MONJI: No.

VI CE- CHAIR HARRI'S:  No.

CHAI RVAN LI CHT: But you're asking us to
approve this application contingent upon an agreenent
with the horsemen which nmay or nmay not include the
i mportation of the Cal Expo signal; is that right?

MR. MONJI: That's correct.

COW SSI ONER LANDSBURG. A | ot of "ifs"
packaged in front of us.

CHAI RMAN LI CHT: Do we have the right to do
that, Derry -- to overrule what appears to be an
order to -- regarding the inportation of the signal?

EXECUTI VE DI RECTOR WOOD: M. Chairman,
think what they're trying to say -- I'mnot trying to
put words in their nouth -- but | think what they're
clearly trying to say is that the order that the
Board issued --

CHAI RVAN LI CHT: Regarding --

EXECUTI VE DI RECTOR WOOD: -- requiring --
regardi ng the i ssue between Los Alamitos and Capita
Racing -- that order that was issued is not against
the Los Alamitos. [It's against --

CHAI RMAN LI CHT: Right.

EXECUTI VE DI RECTOR WOOD: It's against Capita
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Raci ng, basically, which says that they have to send
their signal and Los Alanitos has to take it under
conditions of sone remuneration being determ ned by
the two parties.

The amount of that conpensation --
that's not a part of your order and has not been
deternmined. That's what the parties are working on,
as we speak. So | believe that the horsenen's
organi zati on would be in agreenent that the
application that's submtted -- they're basically
saying that "W just want the Board to enforce the
order that was given to them"

And that order -- it would have to be
enforced if they're going to race at Los Alamtos
'cause it's your order and it's not against Los
Alamitos. |It's against, basically, Capital Racing.

MR. SCHI FFER: Schiffer, again. | think
that's correct. There are no issues between the
horsenen and Los Al amitos

The problem we're having is not only
t he past order for the distribution of the noney but
there is no agreenment for inpact fees for the
upcom ng neet between Capital Racing and Los
Al ami tos, which -- sone portion goes to the horsenen.

That's why the horsenen are objecting to the
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acceptance of the Capital signal

COW SSI ONER SPERRY: But that's in the
process of being negotiated; right?

MR. SCHI FFER: There are ongoi ng negoti ati ons;
but given the past history of these groups, to say
that that's going to be resolved, | would say is very
hopef ul thi nking.

EXECUTI VE DI RECTOR WOOD: And, M. Schiffer,
"Il also say to you that the order that the Board
i ssued requires that to be done. \What you're asking
to be acconplished is a requirenent of the order that
this Board i ssued after the appell ate decision was
issued. So that is a part of this order, and it has
to be done. It's a matter of just getting the
nunmbers out.

MR. SCHI FFER: Schi ffer, again.

Yeah. | understand that. But the
problemis that there's no agreenent for the
i mportation of that signal for the upcom ng neet that
this license is based on.

EXECUTI VE DI RECTOR WOOD: That's a part of the
negoti ati ons that are going on that you' ve not been
privileged to, that M. "Litio" (phonetic) has been
attendi ng.

And |'m surprised that he's not here
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to speak to that because he could really report al

of it to the Board and to the public what
negoti ati ons have been transpiring. That issue has
been addressed anobngst these two parties. And it is
a very contentious issue and one that's going to take
some time to work out.

But | think that's why | asked
M. Mnji, if by Decenber 1st or Decenmber the 15th as
a date certain, all this be resolved. And I think
that's what this Board would |like to see happen -- a
date that you guys will get this resolved. And
hopeful |y Decenmber 1st will be the acceptable date.

CHAI RVAN LI CHT:  Any ot her discussion from any
of the conmi ssioners or the public?
MR, HOROW TZ: Alan Horowitz, Capital Ricing.

If the license application were to be
approved contingent -- or allow ng Los Al amtos not
to take the harness signal from Sacranento, we would
certainly strongly object; and we know the California
har ness horsenen woul d strongly object.

Having said that, | stand by the
statement that we nade earlier, essentially, that we
hope to resolve the issue with regard to the Board's
order.

CHAI RMAN LICHT: It's ny understanding that
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the | aw conpels themto take the signal from Ca
Expo. |Is that not correct?

EXECUTI VE DI RECTOR WOOD: That's the
interpretation of the law. That's the interpretation
that you put into your order -- that they nust take
t hat .

MR, HOROW TZ: And that's our understanding as

VICE-CHAIR HARRIS: |Is the issue, then, that
the fees to be paid to various parties have not been
resolved? |Is that the problenf

MR, HOROW TZ: The Board's order requires that
an agreement be in place in the night industry with
regard to sinulcasting of signals, particularly the
signal sent from Cal Expo to Los Alamitos. There are
ongoi ng discussions to try to resolve and reach that
agreenent.

But the statutes thenselves, |
believe, speak to the fact that, if a facility serves
a satellite receiving the signals from any one source
t hroughout California, that they nust take all of the
signals, which essentially nmeans that, if Los
Al ami tos during the afternoon takes thoroughbred
signals or during the night takes harness inports or

their own inports or -- then they have to take the
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harness inport here -- or the harness |ive product
here in California.
MR. SCHI FFER  This is Schiffer again.

And obviously we litigated this issue
substantially to the conclusion that the Board
reached in May. And it's not entirely as clear as
you may want to make it. The horsenen do have the
right to withhold consent. The ranifications of that
are uncl ear under the statute.

The Board has the right to overrule
that -- that withholding of consent -- and allow the
signal to be -- to go in place. But whether it's a
carte blanche to get the signal over the wi thhol ding
of consent is an issue that the Board has to grapple
with and deci de whet her they want to overrule the
hor senen.

And if that's what the Board is
inclined to do, we would like that specifically on
the record -- that that's what's being done here.

MR, HOROW TZ: Alan Horowitz, Capital Racing.

My understanding is that, over the
| ast several years, there have been several |icense
applications fromLos Alamtos for racing that have
i ncluded this sanme objection but the Board

essentially approved the license application,
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i ncluding the inportation of the -- or receiving of
the signal from Cal Expo.

COW SSI ONER SPERRY: That's correct.

CHAI RMAN LI CHT:  Any other coments or -- from
the public or conm ssioners?

(No audi bl e response.)

CHAI RMAN LICHT: Is there a notion to approve
this application?

COW SSI ONER SPERRY:  So noved.

VI CE- CHAIR HARRI S:  Shoul dn't --

COWM SSI ONER LANDSBURG.  -- obj ect.

CHAI RVAN LI CHT: Was there a --

VI CE-CHAIR HARRIS:  -- stipulation there?

CHAI RVAN LICHT: Is that with any stipul ations
or just as it is?

COVM SSI ONER LANDSBURG: | woul d prefer to add
a stipulation --

VI CE-CHAIR HARRI S: W should --

CHAI RVAN LI CHT: Well, Conmi ssioner Sperry --

COW SSI ONER SPERRY: CGo ahead. Yeah

COWM SSI ONER LANDSBURG.  Just a stipulation
that --

CHAI RMAN LI CHT: Well, just so we're clear
then, you're going to w thdraw your notion, then, M.

Sperry?
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COWM SSI ONER SPERRY:  Yeah.

CHAI RMAN LI CHT: Okay. M. Landsburg?

COW SSI ONER LANDSBURG. | propose that we
approve the application for Los Alamtos, subject to
an agreenent being in hand by the 1st of Decenber.

CHAI RMAN LI CHT:  Sayi ng what ?

COWM SSI ONER LANDSBURG,  Saying that the
hor semen have wi thdrawn their objection, that the
horsenen -- that the horsenen's -- not that -- I'm
sorry. Let ne phrase it properly: That they have a
horsemen' s agreenent that has been signed and is
conpl eted and that they are noving forward under the
rules that we have previously established for their
utilization of the license.

CHAI RMAN LI CHT: Including inportation of the
signal fromthe harness people?

COW SSI ONER LANDSBURG. | woul d include that.

CHAI RVAN LICHT: |Is there a second to
M . Landsburg's notion?

COW SSI ONER BI ANCO.  Second.

CHAI RMAN LI CHT: Second, Commi ssioner Bianco.

Al in favor?
BOARD MEMBERS' VO CES: Aye.
CHAI RVAN LI CHT: Opposed?

(No audi bl e response.)
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CHAI RMAN LI CHT: It's unani nously passed.
Thank you.

VICE-CHAIR HARRIS: So if that agreenment is
not in place by Decenber 1, we'll have to revisit it
i n Decenber.

CHAI RMAN LICHT: Right. And we're going to
have a problem then, with the agenda -- that it
maybe ought to be on the agenda for the Decenber
nmeeting so that we don't m ss the agenda cutoff date.

VI CE-CHAIR HARRI S:  Yeah. W can do that.

CHAI RVAN LI CHT: Okay.

Item Nunmber 6 -- Rick is here? Ckay.

The application for Hollywod Park to
race their winter neet was approved at our | ast
nmeeting. We deferred discussion of their proposa
for a 10-day scratch rule as existed at the spring
neet. And we're here to discuss that today.

MR. BAEDEKER: Thank you, M. Chairman,
Commi ssi oners - -

COWM SSI ONER LANDSBURG. I dentify.

MR. BAEDEKER: Ri ck Baedeker, Hollywood ParKk.

Prior to our |ast spring-sunmer
meet -- | think it was the February neeting up at Bay
Meadows -- we asked that the Board allow us to extend

the vet's list from5 days to 10 on a trial basis
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during our spring-sumrer season

To refresh your nenories on the
argunments that were nmade at the tine, it was our
belief that there was a great deal of abuse taking
pl ace; that, while, of course, there were horses that
were legitimtely scratched for veterinary reasons,
there were many horses that were scratched for
conveni ence reasons.

That is, trainers entered horses.

They had an opportunity to | ook at the post-position
draw, the conpetition in the race, or even exam ne
races that were comng up at a different tinme, maybe
even a different |l ocation. And so, as a result, they
woul d nake a | ate-program scratch.

And the net effect of this was that it
was hurting the game. Everybody is aware of the
short fields that we're plagued with. And we had
i nstances that |'m sure you've experienced, recal
where we had, in sone cases, extrene cases, a field
of five go down to a field of three.

Anybody that's nmade an exotic wager
has experienced going to the wi ndow and finding out
that there are nmultiple scratches in Legs 2 or 3 of
your bet. And so it is an extrene inposition on the

pl ayer and really dimnished the quality of the

37



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

sport, and | think actually deneaned it.

So we made that argunent. And you
allowed us to go forth on a trial basis. And the
results, | think, are conclusive. This is conparing
the spring-sumer neet of 2003 to the previous neet,
spring-sumer 2002. |In 2002, we had 239 veterinary
scratches. This |ast season, with the new rule, we
had 136 veterinary scratches. That's a decline of 43
percent.

And that nmeans that that nmany nore

horses were avail able for the betting public. And

know that one of the questions that will be asked is
"Well, did it increase your field size during the
meet ?"

The answer is: Qur field size
decreased slightly during the neet. | think we're
all aware of some bigger fundanental problens that
exi st in the gane -- horses being clainmed and taken

to "slots-rich states,"” trainers having to | eave the
state and go el sewhere because of the extreme costs
here in California, and the reduction in the nunber
of owners.

And we, as a result, had 7 percent

fewer horses in the stable area this | ast

spring-summer versus 2002; 10 percent fewer than we

38



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

had in 2001. And so certainly there would have been
some horses that, because of the 10-day rule, could
have conme back and started that didn't.

But | don't think that the number is
significant. But | don't have any enpirical evidence
for you on these lines.

Now, also | think you'll hear a
suggestion today that this -- the same effects could
be achieved if the stewards, on an individual basis,
i mposed sonme kind of penalty for trainers that they
determ ned were abusing this rule and/or even the
suggestion that the racetracks do that.

We took action the sumrer before |ast
against a trainer. And, frankly, all hell broke
| oose. There were -- there was a nini riot because
we did that. And the Chairman of this Board -- the
current Chairman of this Board was accosted in the
backstretch down at Del Mar. And it was just an ugly
situation.

And, frankly, | don't want to be in
the position of nmaking these subjective calls. |
don't want to have to say that "This guy deserves to
be punished, and this one doesn't.” W need a rule
that is consistent for everybody and that does have

some flexibility.
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And | would just remind the Board that
there is discretion here. |If a jockey brings a horse
up to the gate, we don't want that jockey worried
that the trainer will chastise himfor naking the
horse go on the vet's list for 10 days. What we're
concerned is about is the horse's safety and, of
course, the jockey's safety.

And so the state vet has all the
di scretion in the world. He can reduce the nunber of
days that that horse will stay on the vet's list.
That's up to the state vet. Also this only applies
to horses that are scratched after scratch tinme and
that go on the vet's list. |If a horse cones back out
of a race and is placed on the vet's |ist again, that
woul d not be a late scratch. And the state vet would
have the discretion to reduce the nunber of days that
that horse is on the list.

So we think the big picture is this:
There clearly has been abuse of late scratches. You
heard testinony to that effect, nmaybe rel uctant
recognition of the fact by both Ed Hal pern and the
CTT and Jim Ghidella of the TOC, when we tal ked about
this | ast February.

So there has been abuse. | think it's

recogni zed. It's also recognized that this does
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di mi nish the product. The sport is hurt by these
numer ous unnecessary scratches. And you allowed us
to try an experinent. The experinent worked. W had
a significant reduction. And so we allow you to --
or we ask you to allow us to continue this policy
during our fall season.

CHAI RMAN LI CHT: | have a question. Do you
think the vet -- the purpose of the vet's list is to
be punitive or to actually protect the horse and the
public fromrunning an unfit horse?

MR, BAEDEKER: GCh, | -- I'mcertainly not an
authority on this. But | would say that it is
protective of the race horse and the jockeys that
ride them

CHAIRVAN LICHT: | nean | tend to agree with
you. | think the statistics -- you can use the
statistics in many different ways to present your
case. And | know M. Halpern will have another side
of it. But | just question whether the punitive
aspect of this is proper. Mybe what you're saying
is it's necessary to enforce the rule.

MR. BAEDEKER: Well, | would argue,

Commi ssioner, that, if 5 days is protecting a horse
that is injured or sick, that the 10 days is an even

greater protection.
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CHAI RMAN LI CHT: That's a good point.

VICE-CHAIR HARRIS: On these scratches -- just
a point of clarification -- it only inpacts horses
scratched after scratch tinme. But | thought that, if
you had | ess than a 10-horse field, you had to have a
vet's scratch to get out.

I nmean you couldn't just arbitrarily,
with a 8-horse field, decide you want to scratch a
horse, you know, before scratch tine; is that not
right?

MR. BAEDEKER: | believe that's correct.

VICE-CHAIR HARRIS: So it really would be nore
than just scratches after scratch time. After
scratch tinme would be one category but within that
category would al so be anybody with -- is it a
10-horse field or an 8-horse field?

MR BAEDEKER: 10.

VICE-CHAIR HARRIS: If you're in with |less
than 10, if you decided to scratch the afternoon you
entered, it has to be a vet scratch

MR. BAEDEKER: That's correct.

COW SSI ONER MORETTI :  You shoul d have nore

10-horse fields. But, Rick, actually now I just want
to be clear. This -- your request is for this neet
comng up only, again. And also will you be
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tracking -- can we be assured that you'll be tracking
in the sane way that you tracked last tine so that
we'll, again, be able to see the nunbers and the
reasons declared for scratch and --

MR. BAEDEKER: Yes, we will. And we do have
the data fromlast season. So that'll be an easy
conpari son.

CHAI RVAN LI CHT: M. Hal pern? Yeah.

MR. BAEDEKER: Thank you.

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

M. Chairman, Comm ssioners: | would
ask for a nmonment that you take a broader view of this
situation that, firstly, the Nunmber 1 issue in
California is "How do we keep and attract owners and
trai ners?"

The second issue in inmportance is
probably "How do we increase the inventory of
horses?" And if we can't do that, we're going to be
out of business anyway.

I would submit to you that, passing a
10-day scratch rule that is, at best, of questionable
validity not only fails to acconplish either of those
purposes, it's counterproductive and, in practice,

| eads to a reduction in the nunmber of owners and a
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reduction in the inventory of horses available to
run.

It reduces the nunber of owners and
trai ners because the Nunber 1 issue with npbst owners
and trainers these days is the cost of owning and
training a racehorse. Any tinme you increase the
period in which they are not allowed to run, you
i ncrease the cost of those owners and trainers.

It also reduces the inventory of
horses by forcing horses that have been scratched to
sit on the sidelines for unnecessary reasons. They
may have been scratched for perfectly good reasons
but, like you and I in our own health instances, for
short-term reasons.

And sonetines you have a fever or you
have a cough or you cut yourself or you feel a little
sore and you're unable to play tennis or golf; and
two days later, you're fine.

Therefore it nmakes no sense to punish
you by saying, "Yes. But you can't do those
activities for the next 10 days." And | can tel
you, fromtraining horses, that it's very commn that
you run into those sorts of instances.

COW SSI ONER LANDSBURG. We're really talking

about 24 hours here; right? Scratching 24 hours
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earlier, there's no --

MR. HALPERN: Well -- well, as Commi ssioner
Harris points out, we're really tal king about
scratching anytine after entries are taken because
nost of the fields are under 10 horses -- are 10
horses or less. So you can't scratch without this
ki nd of reason.

CHAI RMAN LI CHT: Doesn't the wi ggle roomthat
the state vet has to shorten tine, so to speak
alleviate all those concerns that you' ve expressed?

MR, HALPERN. Well, | would hope so. But
those of us that work around the racetrack know that,
inreality, getting the track vet to actually make
di fferences between horses is nigh on inpossible. He
has and is going to take the position that he doesn't
want to be in a position between -- to be picking and
choosi ng between horses for those reasons.

So every time we try to give sonebody
another job like that in the racing industry, they
reject the possibility.

I would Iike to say that there are
alternatives that are effective to -- that would be
effective to solve a problemthat mght exist. And
those alternative are not so destructive. They're

not so unpopular. They're not so unbroad -- excuse
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me -- overbroad. And they don't create discord
bet ween horsenen and the racing office.

I'd al so point out that the
Thor oughbred Owners of California, who represent --
what? -- five, six, 7,000 owners, are taking a
position against this rule. And the trainers,
representing six to 800 trainers, are taking a
position against this rule.

I think you can safely assune that we
woul d not be up here doing sonething that we al
t hought was in -- was not in the best interest of the
i ndustry.

Before | get to the alternatives, |
would Iike to point out a couple of things that, if
you talk to any racing official, you will find that
they will adnmit that the problem exists because of
five or six trainers. This is not a problemthat
affects 400 to 600 trainers.

And the idea of cutting off the hands
of four to 600 people because there are five
crimnals just doesn't nake practical sense and is
not good | awnmaking. And, in effect, you are
rul e-maki ng or | aw maki ng here.

Over a period of nonths -- another

point 1'd like to make is that, over a period of
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nonths, | talk to hundreds of trainers. And | can
tell you that | have not found one trainer that has
agreed that he would not scratch a horse, if he felt
it were best to do, if he had a 10-day rule instead
of a 5-day rule.

If a trainer wants to scratch a horse
and he has to wait 10 days instead of 5 days but he
has good reasons for scratching the horse, he's going
to do it.

CHAI RMAN LI CHT: Then what difference does it
make? | nean that's a counterproductive --

MR. HALPERN:. Because what it does, it then
stops themfromreentering themat a -- till a nuch
|ater date. So | say it doesn't nmake any difference.
| say trainers are going to scratch anyway. So why
increase all the burdens and make the situation
wor se and go against -- and create all the problens
that 1've just talked about if it doesn't really
sol ve the probl enf?

I would ask that you look at this
claimof the reduction in the nunber of scratches
with a great skepticism The fact or the evidence
for one neeting or even two is irrelevant if you
don't | ook back over the history of a whole bunch of

neeti ngs.
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Why didn't -- Hollywood Park is asking
for this rule. And | can't understand why they
didn't bring in evidence of what their nunber of
scratches were in 1998 and '97 and '99. And you may
find the evidence is that scratches change greatly
fromyear to year. It depends on sickness. It
depends on a whol e bunch of things.

For exanple, in the last Hollywod
Park nmeet, the one and the two hole did very well
And you will find that, in prior neets, people
scratched al nost everything out of the one and two
hole. So that alone nay account for a great nunber
of these reduction in scratches -- that people
st opped scratching out of the one and two hole
because they didn't feel they were at a di sadvant age
anynore.

Most inmportantly, the rule did not
fill its ultinmate purpose. When we cane in last tine
to talk about this, the racing association said, "CQur
ultimate purpose here is to increase field size."

And it didn't. Field size reduced.

So why do we assune that it's
effective when they say, "There was a reduction in
t he nunber of scratches,” but not assune that it's

i neffective when we see that it didn't increase field
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size?

Now t hey can say, "There's other
reasons that we lost field size," but let's |ook at
Del Mar, which i mediately followed their neet. Del
Mar didn't have this rule, and their field size
remai ned constant. |In other words, they had 8.2
starters per race average in 2002. And they also had
8.2 starters per race average in 2003.

Hol | ywood Park, on the other hand, had
8. -- had 7.9 in 2002, average per race, and 7.7 in
2003. Cearly, the rule didn't solve the problem

There are better ways of dealing with
the problem And they don't require the vets to do
anyt hing, and they don't require the vets to punish
anybody. They do require the -- I'msorry. They
don't require the stewards to puni sh anybody.

They do require -- one suggestion is
that the trainer or the vet who nmakes this late
scratch be required to call the stewards, nerely
record it in person with the stewards that "I'm
scratching this horse. And here's the reason why."

I woul d suggest that a vet may
enbarrass hinself once or twice by having to do that,
but he's not going to do it five or six tinmes a week

And | think you' d see a further reduction in these
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ki nds of scratches if the vets or the trainer were
required to do that because they're required, then
to take sone responsibility for scratching the horse.

At the nonment the procedure is that
the vet nerely calls the track vet -- or the state
vet's secretary, is the way it works, and reports
that they're scratching the horse. Nobody follows up
on it. Nobody gets any report of it. So creating a
line of responsibility -- I think it would make a
great change here.

One racing official, who would go
nanel ess, suggested that another way to do it,
i nstead of having themjust call, would be to have
themfill out a formwhich states, basically, the
nane of the horse; the name of the trainer; the name
of the attending vet; the date and tinme the horse was
observed; the diagnosis, the treatnment, the
prognosi s, and any restrictions on the horse
returning to the track, again, not for purposes of
puni shment, nerely for purposes of turning it into
the stewards so that they had to take responsibility
for their actions.

They might do it once or twi ce. But
they're not going to keep doing it. Now, the vets

aren't going to like that because they blame this on
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the trainers. And they say, "W need to do it
because the trainer asked us to." But certainly it's
a better alternative then the one that's being
suggest ed.

The other is to take -- to use the
power of the racing office to stop people from doi ng
it. It's something they' ve refused to do because
they don't want to get involved. Well, it's
unfortunate. Nobody wants to do anything difficult.
But, in fact, it worked.

As Rick said, last year they threw a
trainer off the grounds for a few days because he had
used -- done excessive scratching of horses. | can
bet you that, in 2003, he didn't excessively scratch
hor ses.

And | wonder how many of those horses
that they say created the reduction were that
trainer's horses that weren't scratched the second
year. So they do have power to do things. W al
have power to help in this situation.

That racing official |I talked to al so
suggested that the CIT do a campai gn, which we would
do anongst trainers, a |letter canpaign and a notice
canpaign, telling 'em how destructive this is and how

harnmful it mght be to the industry.
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The TOC could do the same to owners
and tell owners what it does and ask owners to ask
their trainers not to do it. So there are lots of
alternatives. And | just ask that you consider that
before reinstituting a rule that is destructive, at
best. Thank you.

VI CE- CHAIR HARRI S: One of ny issues would be
that | particularly -- | don't particularly like the
rule. But seens |like there should be sone
alternatives that woul d nmaybe get there. But have
these alternatives been explored with the tracks?

And it seens |like the TOC and CTT
shoul d be sitting down with the tracks and trying to,
you know, really work through the details of seening
alternatives. Have you really had any neaningfu
di scussi ons on thenf

MR. HALPERN: | have discussed themwi th the
tracks. And the tracks were not interested. And the
response | got generally is that the stewards aren't
interested in getting involved. And they can't get
the stewards invol ved.

I would suggest that it's the job of
this Board to say that the best alternative is to
have the stewards take sone responsibility. Yes.

It's very hard for themto nake judgnments of whether
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a horse is sound or not. But it's certainly not hard
for themto take a phone call or |ook at a report
that says, "So and so is scratching a horse,"” so
there's responsibility for doing it.

That's the job of this Board. Tracks,
again, say that the stewards are just not interested
in taking any action.

COWM SSI ONER LANDSBURG. | have a coupl e of
guestions, Ed. Alternatives seem sonmewhat nore
draconi an than the 10 days. And I'man owner. And
understand the problem of "W scratch a horse because
the vet says or the trainer says, 'He's not well
He doesn't feel good. He doesn't |ook |ike he can
race well.""

But even in your own argument, |
believe you said that "W had a |ot of scratches from
people in the one and two hole 'cause they said they
couldn't win."

And that's exactly what's w ong.
That's what this 10-day suspension tries to avoid.
"Can't win? That's your reason for going? Well, why
do you have horses? You take a draw. You go to a
pill in the nmorning and shake it out and find what
post position you're in. You don't |ike your post

position, you say ' Good-bye' ?"
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Where are we in racing when that kind
of thing happens? That's your responsibility. It

seenms to ne that, on a short range, we're talking

about 30 days of racing, | believe. Isn't it six
weeks -- am | right that it's six weeks and 30 days
and --

MR. BAEDEKER:  Yes.

COWM SSI ONER LANDSBURG. -- and we're tal king
about an experiment that will go -- continue to give
us a rational view of statistical merit.

And | think it behooves both Holl ywood
Park and the CTT and the TOC to go back five years or
six years and see what the relationship is to the
nunber of horses on the grounds, the nunber of races
in which scratches were done so that we have a little
nore validity.

| praise Hollywood for wanting to go
forward with the programthat they feel helps their
track neasure up their races to the nunber of horses
t hey have on the grounds.

Now, is it draconian? I1t's 5 days

nore than they m ght have had. 1Is it terrifying to
every owner? |I'man owner. | don't find it
terrifying.

And this business of IRS accounting,
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kind of -- "We think you're doing sonething wong.
So we're going to go back."

I think we have to do that. | think
we have to do that kind of accounting. | think it's
part of the CHRB charter and | believe it's TOC and
CTT. Instead of whining at us, "Well, we don't think

those statistics are right," give us sone heart.
G ve us sone information that we can really deal
with. And |I'd be very synpathetic to your position
But we're throwing statistics up in
the air. The only statistic we have at the nmonent
that we can verify is that the nunber of scratches
decreased by 44 percent. Well, that seens to me to
have given us, in terns of the horses that were
scratched, nore opportunities for the bettor and for
acquiring handle, which is what all our jobs are.

MR, HALPERN. M. Landsburg, | can understand
your argunments. And | appreciate those facts. |
woul d just point out that nmy argunent is that we
don't have enough information to show that that 44
percent means anything at all. And the statistic
that shows the field size went down is just as valid
as the 44 percent reduction and nmaybe nore so.

COWM SSI ONER LANDSBURG: | woul d wel cone, if

you woul d take that sanme 10 days and ask your
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trainers to fill out a slip or to call into a

recorded nunber -- "l've scratched nmy horse because
it had hurt its hoof. It has a very sensitive hoof,
and | don't want it in the race."” Hey, that takes

"em 10 seconds, if we can set up a recorded phone
cal l.

You would -- at the end of the six
weeks, you woul d have some valid argunent to put
before us, not whining at us from-- | feel we're
getting shot fromthe hip. If Hollywod wants to try
this, fine.

Anyt hi ng that would inprove the
ability to keep horses in the races that are being
scratched for no other reason than "Oh, well, we
don't like our post," or "Wt don't like this field"
or "There's a nonster in the field, and why should
run against it?"

That's horse racing. That's what we
have to put up with in terms of racing. And that's
why we | ove the sport.

VICE-CHAIR HARRIS: | think we've got to

remenber, though, that, even if it's 10 days versus 5

days, you're still going to get some scratches. |
mean if people -- usually the conparable race -- if
you' ve got a horse in a very good race -- is not
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going to be avail able just every few days anyway. So

it's probably going to be, you know, 10 days |ater
But | just don't like the 10-day

concept. And it seened like it would be -- what

bot hers me about the whole thing is that,

effectively, we're saying that "Fraud is okay," that

if --

COW SSI ONER LANDSBURG.  No.

VI CE-CHAIR HARRI S:  Yeah. Well, | nmean but
where a vet scratch is really not a vet scratch; it's
just a scratch. And we're kind of endorsing the
trainer and the vet and everybody sort of giving it a
wi nk and saying, "Well, that really was a vet
scratch. "

VWell, | think if we could have
sonmet hing that, you know, had some of a paper trail
anyway, that the vet has got to talk to somebody
about it --

COW SSI ONER LANDSBURG. | agree with you. |
would Iike to see that paper trail. But we don't
have it in place. W don't have it out there.

VICE-CHAIR HARRIS: | think we've got to have
our stewards be willing to -- | mean | don't know.

As a policy, | think our stewards have got to be, you

know, willing to participate in the trail sonmehow
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COW SSI ONER LANDSBURG. |I'mwilling to go to
any neans to see that we have not -- we don't have
arbitrary scratches because "It doesn't | ook |ike
can win the race."

"Then why did you enter it? You knew
the kind of horses that are on these grounds." W
don't run that many different kinds of races, in any
case, where half of our races or a third of races, at
| east, are mmiden clainmers on any given weekday.

But so we know that there are going to
be nmore. You know that there are going to be nore
races. You're going to scratch your horse, whether
or not -- if it's ill, then you have to take your
shot 5 days later. And | don't -- | think that, if
we di scourage 120 horses from being scratched out of
a six-week neet, | think we'd be going doing a | ot of
good for racing.

CHAI RVAN LI CHT: Any ot her comments fromthe
public or fromthe Conm ssioners?

M. Van de Kanp.

MR. VAN DE KAMP: M. Chairman, Conm ssioners:
John Van de Kanp, TOC.

I have three different conmments that
are not particularly related but relate to this

subj ect .
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Statistically, we've tal ked about
nunbers and the nunbers of scratches that were
prevented. Field sizes, as M. Hal pern have said,
went down in Hollywood. Del Mar was even -- 8.2.
It's in your packet. Fairplex, again, without this
policy, went from7.3 in 2002 to 7.9 in 2003, again,

Wi t hout this policy.

You asked the question. | think it's
an appropriate one: "lIs this a punitive policy?"
Well, of course, it is. | nean that's the very
purpose of this -- to get at the mscreants who are

scratching horses really without any vet causes.
We're doing it, basically playing a
gane. That's the reason. And let's not be
hypocritical or hide, you know, that purpose of this.
But what it is, isa--it's a
shot gunl i ke approach when a riflelike approach,
think, is nore needed.
Now | et nme ask all of you a question
Do you know the rule that is being sought here? The
policy change?
EXECUTI VE DI RECTOR WOOD: Yes. | want to
clarify that. We're not tal king about a rule here
now. We're tal king about a policy.

MR. VAN DE KAMP: We're tal king about a
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policy. | have M. Baedeker's letter. And
remenber -- | think M. Harris, if I'mnot m staken
made the notion -- | nmay be wong on that -- when
this was approved before, before that Hollywood
neeting before.

VICE-CHAIR HARRI'S: | was -- "No."

MR. VAN DE KAMP: You voted "No"? Okay.

VI CE-CHAIR HARRIS: Always in the mnority.

MR. VAN DE KAMP. But the notion, though, |
bel i eve gave discretion to the state vet with respect
to, | thought, any horse who had a vet scratch in
this area, you know, after entry.

What we have today is a statenment in
M . Baedeker's letter saying the exception being
that the vet representing the CHRB has discretion as
to the nunmber of days for which this horse scratched
during the post parade is placed on the vet's |ist.
So what is it?

Clearly there are horses that could
come up with colic, a mnor problem before they get
to the post parade that, you know, within 24 hours
are back in pretty good shape again and able to run

As | understood it, the origina
approval of this was to nake sure there was sone

di scretion on the part of the state vet to be able to
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approve that. | may be wwong on that. But, you
know, | stand corrected if | am But |'d like to
just ask the Board about that.

Nunber 2: |'ve heard -- and | don't
know this for a fact -- that the state vet basically
refuses to exercise his discretion in these matters.
And | think, as has been said here, if you' re going
to have a shotgun, riflelike approach, which is what
it is right now, you need to build in substantia
flexibility that works in practice.

I guess the sunmmary of this is, Number
1, I"'mnot sure that the figures really prove what
we're trying to do. And there nay be other reasons,
by the way, for Fairplex having such a wonderfu
entry inprovenent and Del Mar holding its own and
maybe Hol | ywood coul d have, m ght have gone down
further without this policy. There are a |ot of
different things that could enter into this.

But it seens to ne that what really
needs to be done is that all the tracks, you know,
need to sit down with us and devel op a policy that
makes sense for everyone that is nmore of a riflelike
appr oach.

CHAI RVAN LICHT: | think those are very good

suggestions. | think certainly the post-parade
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statement in Hollywiod's letter should be adjusted to
just any scratch after traditional scratch tine.

And | think that, if we were to pass a
nmotion with respect to this, that the Board and | --
or | would reconmend on behal f of the Board that we
adnoni sh the state vet to do exactly what you said,
which is to review each case on an individual basis
and to take the tine, upon request from any
i ndi vi dual

I think those are very good
suggesti ons.

EXECUTI VE DI RECTOR WOOD: Could | enter --

CHAI RMAN LI CHT:  Yeah.

EXECUTI VE DI RECTOR WOOD: -- a statement on
here? | just want to answer or clarify Points 2 and
3 of M. Van de Kanp's statenents. The origina
policy nmenp that was sent to all the officia
veterinarians, racing veterinarians, and the stewards
and associ ate stewards and the supervising
i nvestigators laid out the policy as such.

That is that "Horses scratched after
scratch tinme shall be placed on the vet's list for
not | ess than 10 days except for horses scratched at
the gate. Official veterinarians may use his or her

di scretion for an earlier return in these cases. The
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procedure for renoval fromthe vet's list renmains
unchanged. "

And that was the original approval of
the Board, fromthe transcript. That's exactly the
wor ds we used.

Secondly, |'ve been informed that the
state veterinarian has verified with ne and through
Dr. Jensen that they do use -- he does, when he's
cal l ed upon to make a |l ate scratch -- discretion.

90 percent of the late scratches, the
ones that take place at the gate that require
di scretion, are recomrendations of the track
veterinarian working at the gate through the state
veterinarian. So when we tal k about veterinarians
bei ng responsi ble, we also have to put into the play
the track veterinarian or the track veterinarians
working at the gate 'cause our official veterinarian
is working in the receiving barn and only handl es the
scratches that take place at scratch tine or shortly
t hereafter.

So sonet hing that takes place on the
track in the paddock is done by the official -- |
mean the track veterinarian.

CHAI RMAN LI CHT: | think that, if we were to

pass a notion with respect to this, that we should
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give the state vet, as M. Van de Kanp requested,
much nmore latitude to shorten tine for the
appropriate cause and/or the track vet to do the sane
because | think there are a |ot of issues here that
need to be treated on an individual basis.

EXECUTI VE DI RECTOR WOOD: Al low themto use
their own discretion.

CHAI RMAN LI CHT: Right.

VI CE-CHAIR HARRI'S:  Much nore than just a
gate-scrat cher beef.

CHAI RVAN LI CHT: Right.

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

I was just follow ng up on what M.

Van De Kanp said, and that's apparently what you're
doing now. But | would ask that the Board, if
they're going to allow sonme kind of rule, be very
speci fic about what the rule is, who can change it.
But basically the original rule should be specific,
not just sort of a general rule.

CHAI RVAN LI CHT: | agree.

EXECUTI VE DI RECTOR WOOD: Can we make a
Sol onbnesque nove here and say that, if the trainer
who has been give a 10-day pull because of this vet,

particul ar vet scratch, can do a witten appeal ?
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Then it can be | ooked over. And we'll have part of
what M. -- what Ed has been saying and what we woul d
like to have in front of us, which is rea

informati on instead of it being sonething that we

pl uck out of the air

CHAI RMAN LICHT: | think that's a good idea.
But | would use the word "request" instead of
"appeal" 'cause | don't want it --

COW SSI ONER LANDSBURG:  Well, right --

CHAI RMAN LICHT: -- it shouldn't be a formal
type of a procedure.

COW SSI ONER LANDSBURG. A request to be
br ought down.

COW SSI ONER MORETTI: Would that would go to
the stewards or to the veterinarian?

CHAI RVAN LI CHT: Just to the state vet. You
just have imediately -- you have the individual who
had the horse scratched request a state vet to nmake
it only 3 days or 5 days or 7 days --

COWM SSI ONER LANDSBURG. In writing.

CHAI RVAN LI CHT: -- because of the -- because
of the nature of the injury.

COW SSI ONER LANDSBURG. You wite it.

EXECUTI VE DI RECTOR WOOD: ©h, okay. | can

under st and t hat .
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CHAI RVAN LI CHT: Any nore comments? | nmean we
shoul d probably nove along. W have a | ong agenda.

MR. LI EBAU. Maybe when you think you're -- |
once had a client that says, "Wen you think you're
Wi nning, sit down." Mybe | should sit down. But --

CHAI RMAN LICHT: | didn't know you had a dog
in this fight here.

MR, LIEBAU. | was just going to start out by
sayi ng that, you know, Comnm ssioner Harris does have
a phrase, you know, "If you don't have a dog in the
fight" -- and that may be my case up here.

I would like to just go back in
hi story and tell you what ny recollection of this is.
| think that the neeting at CGolden Gate Fields -- |
think it was either in February or March -- you did
consi der whet her Hol |l ywood should have this right to
have this 10-day-scratch rule.

My recollection is that it was adopted
on the basis that it would be an experinment. And
think the vote was 6 to 1. And my recollectionis
that M. -- Conmi ssioner Harris did vote against it.

At that point in time, the argunent
against it was that there are a | ot of other
alternatives available. Well, since that time, no

ot her alternatives have been put in place, which
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m ght be the fault of the tracks, m ght be the fault
of the CTT or the TOC, heaven forbid.

I think that what | would suggest is
that, first of all, | don't know what the test was,
apparently, because we've had this experinment and
scratches were down 44 percent. To nme, that's pretty
i mpressive.

Now, maybe sone of you woul d think
that, you know, you had to have 60 percent |ess
before you passed the test. And that's certainly
wi thin the judgnment of each Commi ssioner.

But if you were inclined to carry on
with this experinent, | think it would be -- | would
undertake, on behalf of the tracks, that we actually
sit down and fornally neet with the trainers and the
owners and try to investigate other alternatives
because, frankly, none of those other alternatives
have been put in place since the meeting at Gol den
Gate when it was argued that this experinent
shoul dn't go forward because there were other
alternatives.

Wel |, none of those other
alternatives, whatever they may be, have been
pursued. | think that 44 percent less in scratches

is pretty damm inpressive. Now, nmybe the test was,
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in order to get the "A" on this experinent, you had
to have 60 percent. | don't know. But, in any
event, thank you.

EXECUTI VE DI RECTOR WOOD: And that's what it
was. | nmean it was classified, at the Colden Gate
Fi el ds neeting, as an experinental program for
Hol | ywood Park, only to be used at Hol |l ywood Park,
and only as an experimental test basis. That's a
clarification.

VICE-CHAIR HARRIS: | think the test also
showed there's less injuries with a 10-day rule than
with a 5-day rule, which sort of makes sense. And
maybe it's sonething that's worth it because you get
| ess scratches if you have less injuries.

And | think there's probably the votes
here to approve the plan. But |I'd like to see
something to really think outside the box nore on
this and try to figure out other ways or ways to

follow up or sonething 'cause | think you're stil

going to have a problem If it's a 10-day rule or a
5-day rule, you've still got an inperfect system
COWM SSI ONER MORETTI: | would agree. And

agree with what M. Liebau said. There isn't anyone
in the roomwho said they don't think there's a

problem So you're all questioning and wondering if
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this is the right way to fix the problem

sayi ng that

| think Hollywod' s stepping up and

"We have sonmething we'd like to try”

it worked for themlast tinme. This is only for this

next

ot hers have tal ked about,

neet that we're tal king about inplenenting it.

But, you know, | nean Ed Hal pern and

state vet or the stewards or the trainer

vets

wants to get

-- others are not going to want to

responsibility for fixing this.

has to cone under the guise of the CHRB --

put t

s or the

-- NOo one

in and be part of taking the

And | would request -- and even if

you know, saying that the

it

per haps we

ogether either -- | don't knowif it fits under

a particular commttee or an ad hoc committee

perhaps -- whereby sone of the parties that are
involved -- the CTT, the TOC, Hollywood, the

tracks -- get together and realize that "Yes. W do
have a problem This is one possible solution that's

been

sol ut

put forth. But it might not be the best

ion for everyone."

And | think that, you know, if we

coul d hash out sonmething that, perhaps,

we coul d see

could be used in the future by other tracks that

nm ght

be | ess onerous to the trainers or

t he TOC.
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But this clearly has worked for Hollywood for this

past neet.

COWM SSI ONER LANDSBURG I don't know where we

COW SSI ONER BI ANCO:  Roger, |'ve been

readi ng, you know, this report that's been sent
around with the trainers. | keep hearing that
there's four or five trainers that abuse, you know,
the scratching privilege. | don't see one trainer
here with nore than six scratches. And these
trainers -- | just went through and tried to audit.

Maybe there's about eight trainers
here that had the |argest amount of stable where they
are entering horses. But nobst of them through this
whol e neet, six or seven tines is what they
scratched. Sone of these scratches are because of
turf only and stuff |ike that.

I think, once you evaluate this, what
I was told last year and what | believed was that we
had five or six people and we were putting this rule
in effect or they were going to allow us to analyze
one track neet to find out who these people are.

You can't tell nme here -- right? --
who is abusing this privilege, you know, with the

b-day. So I'ma little bit confused -- what | was
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told and what | voted on -- right? -- and what |'ve
been led to believe. | don't find the people that
are abusi ng now.
Maybe 1'm having a seni or nonent, but
maybe sonmebody can show ne why --
COW SSI ONER LANDSBURG. | never got that
COW SSI ONER BI ANCO:  -- | was told sonething
that had -- that doesn't have the validity.
CHAI RMAN LI CHT: Rick, do you want to address
Conmi ssi oner Bi anco's question?
MR. BAEDEKER: Conmi ssi oner Bianco, | believe
that that argunent has conme fromthe trainers,
that -- and | think you heard Ed Hal pern reiterate it
today -- that it's only a handful of abusers and so
that, instead of doing this, we ought to just zero in
on those abusers and sonehow i npose sonme ki nd of
puni shment on them
It's never been our position. W
believe that this is a general practice in place
t oday, wi despread anong trainers and, in fact, owners
that are nore involved where it's really a
conveni ence for themto be able to pull their horse
out, run 'em somepl ace el se
So they go on the 5-day vet's |ist,

and pretty soon they're eligible again for the race
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that they preferred. So we do not think that it's
just a handful of people. W think it's a pervasive
practice.

MR. HALPERN: Ed Hal pern, again.

Wth all due respect to ny friend
there, the place | got that information -- that it's
only four or five or six trainers that abuse it --
was his racing secretary. And it was just confirmed
to ne yesterday. O her racing secretaries have al so
told me the sane thing.

So it wasn't an idea that cane from
me. |t comes fromthe racing associations or, at
| east, fromtheir racing secretaries.

CHAIRVAN LICHT: 1'd like to suggest and urge
the CTT and the TOC to get together with the racing
secretaries and | think sonmeone suggested -- |'m not
certain who -- that all the racing secretaries --
that all the tracks be invol ved.

And maybe you guys can all work on
this and then report back to us. And if necessary,
we'll forman ad hoc conmittee. But |1'd rather see
the industry solve this problemand tal k about a
notion in the nmeantinme.

M ke, you had one nobre conment?

MR. MARTEN. M ke Marten of the California
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Horse Racing Board staff. This Board did do its own
revi ew sone years ago, extensively during the
Hol | ywood Park neeting. And that didn't focus on any
five or six trainers. It was across the board.

There was many, nany scratches.

W weren't able to isolate any one or
two things that we could point out and say, "Here's
the problem™ It was an inconclusive study. So
woul d di sagree that there's just five or six trainers
i nvol ved.

CHAI RMAN LI CHT: So then you'd agree with
Commi ssi oner Bi anco's sunmary?

Okay. Do we have a notion on this?

COW SSI ONER LANDSBURG. | nove that -- 1'I1
make a notion. | nove that we all ow Hol |l ywood to
institute a policy of a 10-day restriction after a
vet scratch as witten up in the nmenorandum that is,
once entries have been taken and the horse is entered
and we are within 24 hours -- within the |ast 24
hours before the race, that a scratch be -- a vet
scratch be a 10-day hol d.

CHAI RMAN LICHT: Wth the authority of the
state vet to nake changes if necessary?

COW SSI ONER LANDSBURG. Well, if we're going

to add that, then | would say, "based on a witten
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presentation fromthe vet or trainer."

CHAI RVAN LI CHT: Do we have a second to
Conmi ssi oner Landsburg's notion?

COWM SSI ONER MORETTI :  Second that.

CHAI RMAN LI CHT: Second by Conmi ssi oner
Moretti. Al in favor?

BOARD MEMBERS' VO CES: Aye.

CHAI RMAN LI CHT:  Opposed?

BOARD MEMBERS' VO CES: No.

CHAI RMAN LI CHT: ©h, we'd better take a rol

call here
Commi ssi oner Sperry?
COW SSI ONER SPERRY:  No.
CHAI RMAN LI CHT: Comm ssi oner Landsburg?
COW SSI ONER LANDSBURG.  Yes.
COWM SSI ONER MORETTI :  Aye.
CHAI RMAN LI CHT: Conmi ssi oner -- well
Conmmi ssi oner Harris?
VI CE- CHAIR HARRI S:  No.
COW SSI ONER MORETTI :  Aye.
CHAI RVAN LI CHT:  Conmi ssioner Mdretti?
Conmmi ssi oner Bi anco?
COW SSI ONER BI ANCO:  No.
CHAI RVAN LI CHT: | vote, "Yes."

It's 3 to 3. So the notion does

not
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pass.

Okay. Let's take a very short break
just for the court reporter here. W' Ill come back
here at 11:35 on that clock

(Break: 11:26 - 11:49 A M)

CHAI RMAN LI CHT: Let's call this neeting back
to order so we can get going. W have -- back on the
record here.

And we have one nore comrent or
adnoni tion that we want to make sure that is
perfectly understood by the industry is that we would
expect the industry to nmeet -- that being the tracks,
CTT, and TOC -- with respect to this scratch issue
and have a report for us at our Decenber neeting so
hopefully that can be attained.

The next itemon the agenda is the
NTRA's presentation. | was privileged to be in
Saratoga in the sumrer and hear an extensive
presentation by NTRA on their nyriad of
acconplishments in the industry.

I think, just as a fan nyself, it's
becone evident to ne of the influence of NTRA on the
medi a and on other aspects of the industry. And
t hought it would be helpful to have, in a public

forumfor California, an update of what's going on
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with NTRA.

And we have Greg Avioli here, who's
the vice president of the NTRA. | think we have him
her e.

MR. AVIOLI: You do.
CHAI RMAN LI CHT: Onh, there we do. Ckay.

Wel cormre.

MR. AVIOLI: Thank you. Geg Avioli, fromthe
NTRA. M. Chairman, Conm ssioners, appreciate your
all asking me to be here today. It's clear, fromthe
| ast coupl e of hours, you have some very serious and
conplicated issues facing the California racing
i ndustry. But | hope | can bring sone |ight at the
end of the tunnel as regards the national industry.

|'ve been involved with the NTRA

actually since it was on the drawi ng board in 1997.
And we're just conpleting our fifth year. | think
it's an excellent place to complete it.

This Saturday, at the Breeders' Cup,
we estimate the economic inpact to California's |oca
econonmy will be over $50 million, maybe significantly
over that. It was over 38 million last year in
Chicago. As you all know, it's $14 mllion of extra
purses to California.

It's also going to be five hours of

76



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

national television. |If you take a |ook at the
sports schedule we're going up against, it's not
particularly strong this year. There is no

Okl ahoma- Nebr aska-1 evel , national -interest college
football ganme. And we think the ratings are going to
be up.

To start with, keeping on the topic of
ratings, the ratings for television have been really
astrononi cal for horse racing the |ast few years.
This year's Triple Crown outrated the NBA finals, the
NHL finals, and every single one of golf's four
maj ors.

The Bel mont, remarkably -- it ran
over, passed into prinme tine. The Belnont was the
hi ghest rated programming of all television shows of
the week with over 10 million househol ds turning
in-- tuning in. Excuse ne.

The Triple Crown, though, it's not
unique -- the ratings increases. W have a "HO' live
racing series "Racing to the Triple Crowm" in the
spring on ESPN and ESPN-2. And we al so have a
15-program|live racing series in the sumer on
ESPN -- "The Road to the Thoroughbred Chanpi onships."

In each of the last two years, we've

sent double-digit increases in those ratings. The
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increases from'OL to '02 were over 60 percent. The
average increase this year is over 30 percent. So
it's -- across the board, you're seeing a dramatic
increase in interest in racing.

And to understand the TV ratings and
see they're not unique, we've constantly tracked,
since 1998, overall interest in the sport of racing
wi th the ESPN pol |

| can report to you -- and these are
real facts, and | can provide any |evel of detail the
Board wants -- in the last three years, the increase
ininterest in horse racing, of all sports tracked,
is second only to extrene sports.

That means that nore people have
beconme interested, on a percentage basis, in racing
than all pro | eagues of NFL, NBA, mmjor |eague
baseball. W recently passed NHL in terns of
conpari son of total

So 36 percent of Anericans identify
thensel ves as fans of racing. It was 30 percent when
we started the NTRA. That neans 95 million Americans
identify thenmself as fans. Now that's not to say 95
mllion Anericans are getting up and meki ng bets
every week but that it's a start.

We've sort of identified there's a

78



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

latent interest froma |lot of the American adult
public in racing. And with this coordinated, nostly,
I think, through national television but also through
the ad prograns, | think we're starting to nake sone
headway in attracting these fans for the long-term
basi s.

As regards California specifically,
three years ago, there were 14 races on nationa
television from California. |1'mnot counting TVG or
HRTV but on the ESPNs, the NBCs of the world. W' ve
just conpl eted our 2004 schedul e.

It's going to be 36 races with,
think, 11 of themlive -- hosted, where the host and
the talents are going to be in California. But our
live racing programwi |l have 36 races from
California next year.

On the ads, which we've tal ked a | ot
about since we started the NTRA -- nost of the
enphasi s has been on the TV ads. But we were shocked
and pl eased | ast year when the radi o ad canpai gn done
by DeVito/Verdi, out of New York, won the npst
prestigious award for all advertisement in the United
States -- the ADDY Award. That's for radio and
tel evision. 60,000 entries and the NTRA radio

canpai gn cane in Nunmber 1 out of 60,000. It's the
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equi val ent of, you know, "Best Picture" in the
Acadeny Awards.

Again, all this -- these are facts.
I'"'mnot nmaking any of this up.

The sponsor: The sponsor roster that
you' re going to see on Breeders' Cup Day on Saturday,
where two years ago, you really had one nane brand
sponsor -- Alberto Culver -- you're going to see
ni ne sponsors tonorrow -- or Saturday. Excuse ne.

You're going to see nanes such as
Dodge and Nextel and FedEx and Gui nness and Sega.
None of these were around three to four years ago.

Why are the sponsors here? Well, the
sponsors are here, | could tell you, because of the
great job we did on television or that they really
appreciate the sport. | think that's part of it.

But what we've understood and what we've |earned kind
of by mstake -- a lots of different tries at "How do
you get sponsors into this game?" -- is group

pur chasi ng.

For the last ten years, since |'ve
been in sport marketing, you go to the conferences in
New York. And everyone wants to figure out "How do
you show an absolute return to sponsors on their

mar keting dollars? How do they understand that it's
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wor ki ng?"  We've cone up with the absol ute best way

to show 'em -- actual sales fromthe industry.
Two years ago -- seens |onger than
that -- in January of last year, | went up to

Loui svill e and we bought out this conpany --

"Equi source" (phonetic) -- that had started and was
really a fledgling, not getting the job done in
coordi nati ng group purchasing industryw de. Their
total sales in 2002 to the industry were $6 mllion

This year, the total sales through the
group-purchasing programwi |l be $25 mllion. The
actual -- the amount of product that we can nove to
i ndustry nmenmbers directly relates to what our
sponsorship fee will be and how |l ong we'll have the
sponsors when you | ook at FedEx, when you | ook at
Dodge, when you | ook at John Deere.

So a lot of things that people put a
ot of effort and a lot of wong directions and dead
ends are now starting to coalesce. | think that's
all very positive.

We continue on our core marketing
programto do a "nystery mutuel voucher." W do it
two tines a year where the NTRA, with sponsor
support, sends out wagering vouchers to tracks -- to

patrons fromtracks' lists around the country.
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This year we did two. W sent out
800, 000 vouchers. The redenption rate for direct
mail is, as many of you in the business know, if you
can get 2 or 3 percent, it's pretty inpressive. W
had 11 percent redenption rate.

So I'"'mnot going to go through each
one of our programs. But a |ot of things are coming
t oget her nicely.

On the nonmarketing side, |I think the

NTRA and all the other menbers of the industry have

started to cone together to understand -- | heard a
| ot of what you were tal king about today -- is we've
got a -- the Board doesn't want to nmake deci sions.

They want the industry to make decisions for

t hensel ves and to work things out and to work

t oget her.

I think we've figured that works a
ot in the national level too. In Washington, for
exanple, racing -- | can't tell you how nmuch better

off it is than it was four years ago.

The 535 nenbers of Congress four years
ago, when | started wal king the hall up there -- I'd
say maybe 5 or 6 of "emcould tell you a single thing
about the racing or breeding industry. And that's

for all breeds.
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W now -- we just had a neeting a two
weeks ago of the Congressional horse caucus, which
didn't exist four years ago -- 59 menmbers were
menbers of the caucus.

The two major pieces of legislation
that the industry is concerned about -- the first is
i nt ernet-ganbling-prohibition |egislation stil
novi ng through Congress. But all versions of the
bill that are currently alive specifically protect
raci ng.

That's a source of no small concern
for our friends in the Native Anerican gani ng
i ndustry, the casinos, the lotteries. They keep
trying to figure out "How conme racing gets this
speci al provision?"

Well, we got it for a couple of
reasons. We started getting our word out about that
"We're not just a slot machine. W' re not just
ganbling. We're a $35 nillion agribusiness. W have
nearly 500,000 full-time jobs."

And nore than just the nessage, we
al so started raising and naking politica
contributions. Last year, when they changed the
canpai gn finance | aw and then banned soft noney, the

NTRA started a political action comrittee. Even
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Washi ngton insiders are anazed that, this year, we've
rai sed nearly $300, 000 in individual contributions
fromthe industry that we then give out to politica
candi dates i n Washi ngton.

Lastly, one of, | think, the successes
I"m nost proud of in the last year is that NTRA | ed
the effort, really working with alnost all the tracks
i nvol ved and the account wagering conpanies, to go to
Visa after Visa had nade a unilateral decision to ban
the use of Visa cards for account wagering for any
forms of ganbling.

And after six months of negotiations
with Visa and a | ot of education on our part, Visa
reversed that policy last nonth and is now, once
again, allowing the use of credit cards for account
wagering in the United States.

So it's nice to be able to stand up
and give sone good news for once. And | thank you
for giving ne that opportunity.

CHAI RMAN LI CHT: Thank you, Greg.
COWM SSI ONER MORETTI @ Thank you.
(Appl ause.)
COW SSI ONER MORETTI: Greg?
CHAI RMAN LI CHT: Greg, we have a question

COW SSI ONER MORETTI: First of all,
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congratulations. | nean those nunbers are wonderf ul
and | think everybody's really elated by that. But |
do have a question

You nentioned that horse raci ng was
second only to extrene sports. Can we translate that
to saying -- to think that we're securing a younger
audi ence now?

MR, AVIOLI: | don't knowif | could take you
directly to that point. | think you can -- obviously
extrene sports is designed and based on the younger
audi ence. Qur television ratings are much stronger
with the young denographic than they have been.

But | think, right now, that | would
be overstepping ny bounds to say that we have created
signi ficant nunbers of new young fans as opposed to
fans across the board.

COW SSI ONER MORETTI :  Hopef ul .

MR. AVIOLI: Hopeful. Well, we have to.

CHAI RMAN LI CHT:  Any ot her questions?

Thanks a lot, Geg. | think we're al
proud of what NTRA has done for the sport.

MR. AVIOLI: Thank you.

CHAI RMAN LI CHT: The next itemis a specia
presentation that we have today. During the Del Mar

neet this year, | was exposed to certain
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installations that have been nade at Del Mar and
upgrades in their security. And it was very
i mpressive.

M ke Kil pack, our chief investigator
on track, has been instrunmental in inplementing this
programat Del Mar. | hope that we can | ook forward
to this at all tracks. | know that Santa Anita, |
believe, as of this neet, the Cak Tree neet, has a
camera on the entrance to the back side. And | think
we're noving in the right direction

And just so all of you know who are
here, we've been under the watchful eye of about half
a dozen caneras in this roomtoday. And nobody, |
don't think, noticed that there was one canmera here
wat ching them And that will -- we'll be told nore
about that by M ke.

M ke.

MR. KI LPACK: Thank you. M ke Kil pack, CHRB
staff. Yes. Let's switch fromtelevision caneras to
surveillance cameras. "Smile. You're on candid
camera." That's what | was saying to severa
licensees this sumer at the Del Mar race neet.

During the Del Mar race neet, | had
several neetings with track managenment regardi ng an

experinmentati on canera program where we were given
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two caneras and we were going to place theminto the
restricted barn area. And we did that.

One of the canmeras was a pan-and-tilt
360 -- can see pretty nuch everything. It was in a
very highly visible high elevation as far as able to
see in a good portion of the northwest barn area and
mai n focus on the nmain stable gate.

The second canera was not a pan-tilt.
It was a fixed camera. And we put that in a
particul ar shed row of a particular trainer. And
t hroughout that neet -- it took a while for us to
wor k out the bugs, but we finally did.

| wanted to mention that, first of
all, are the surveillance caneras the answer to
enhance the security in the restricted area? No.
But it's another tool that can be used to nonitor
both I egal and illegal activity.

At the Southern California
t hor oughbred tracks, there are no fewer than 120
trainers in that particular barn area conducting
busi ness. That's 120 individual business. And they
control the conbined area. Should these individua
busi nesses be nonitored by surveill ance caneras?

Tuesday was ny day off. And during ny

day, | had a I ot of personal errands. And | counted,
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| think, how many times my pictures was taken on that
given day. | canme up with eight, assunming that the
cameras were operable and running. ARCO gas, B of A
ATM Trader Joe's grocery store -- | had to cross out
Vons 'cause |'m supporting them-- Rite-Aid, Kaiser
nmedi cal clinic, Macy's departnment store, Sport
Chal et, and the Long Beach City Hall

CHAI RVAN LI CHT: \What about the red Iight?

MR. KILPACK: This is daytime activity.

So anyway we did the program Today |
would Iike to introduce you to both Mke and Greg
from Ni ght hawk Security. They're the security people
t hat have the contract for the 22nd Agricultura
District. They're responsible for inplenenting the
systemthere. | believe the 22nd Ag District has a
total of eight canmeras on the front side.

The DMIC used the system during their
race neet, with the exception of the two caneras that
were in the barn area.

The others were focussed primarily on
the front side nonitoring parking; emergency access
for emergency vehicles; paddock area; and, of course,
club area and other places of that nature. So
they've got a quick presentation that they'd like to

present to the Board.
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CHAI RMAN LICHT: And | believe also that they
have -- that DMIC has the -- | don't know what -- the
backup or the background in place to further allow us
to progress as we purchase nore canmeras or nore
caneras are secured for the back side; right?

MR. KILPACK: That is correct.

CHAI RVAN LI CHT: And | al so understand that
Hol | ywood Park has the infrastructure in place, that
their head of security -- M. Barney -- has installed
an el aborate security systemon the front side. And
it has the infrastructure to expand to the back side
at the appropriate tine.

MR. KILPACK: Yes. Hollywood Park at this
time is very desirous to start considering putting
cameras in the restricted barn area.

MR. LEVORCHI CK:  Good norni ng, Conm ssioners,
Menmbers of the Board. | appreciate the opportunity
to be here this nmorning. Mke did a very nice job of
introduction. M nane is Greg Levorchick. I'mwth
Ni ght hawk Security Systens.

And as he nentioned, we have a
| ongstanding relationship with the 22nd District Ag
Association. And we do a great deal of electronic
security for the Ag Association through a nunber of

their facilities on the fairgrounds and we've built a
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partnership with them

Over the last four years, really,
we' ve done several denonstrations, sone
experinmentation with the video. And DMIC has been a
part of that over the last two years, with this year
bei ng the npbst successful

If you're going to pardon nme not
addressing you standing up, I'mgoing to sit down
with nmy aptop so | can continue with the
presentati on.

Wt hout video, this is really what
you're able to see: Nothing. There is no
docunentation. There is no followup. There's no
way of review ng past events. W' ve tried to create
a partnership with the District Ag, DMIC, hopefully
the CHRB, and with one of the mmin conpanies we
partnershi pped with for the electronics, and that is
GE.

We've probably all heard of CGenera
El ectric. They've becone a major player in the
el ectronic security industry within the |ast severa
years. We do not represent one conpany, however. We
represent many different conmpanies. W' re actually
direct dealers for Pelco, Wrldw de Eyes, severa

ot her manufacturers -- Samsung, Sony. And what we've
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tried to do is handpick which ones, out of the
i ndustry, best suit the situations.

These are some of the |ocations at De
Mar that we have coverage on and just kind of panning
t hrough, giving you sone idea of what areas we have
and what the capabilities of the video are.

As M ke touched on, a nunber of our
canmeras, the mpjority of them are on the front side
because that's what benefits the District Ag at this
time. The District was probably the nbst proactive
i nsofar as inplenenting the caneras.

And DMIC has definitely seen the
benefit of having these. And Tim Reed, Craig Fravel,
several of the other nmenmbers of DMIC Board of
Directors and nmanagenent have access to all of the
cameras' control through their conputer networks and
saw a great deal of benefits of being able to watch
crowd managenent, emergency services.

Bei ng on a cl osed network, some of
their nmutuel managers were able to see the goings-on
with the track situation, if there was an emergency
on the track that they needed to delay start tines,
tote times, whatever. So it has direct managenent
capabilities as well, not just for emergency or

security purposes.
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The caneras cone in many different
forms. They conme in the full-360 pan-tilt-zoomlike
you see up on top of the pole; fixed, stationary
cameras as well as very tiny caneras. W worked
closely with the food vendor on the fairgrounds. And
this last race neet, we installed a good nunber of
these very small caneras that are covert, fit in just
a portion of the pal mof your hand.

And by doing that, they were able to
focus on cashier lines, bartenders, and been able to
curtail different crimnal activities, illega
activities, or pocketing, taking fromthe till
through their facilities and were able to increase
their profits through elimnation of |oss.

2001 -- 2000 and 2001 were really the
first years that we did sone denpnstration with the
District. 2002, we enhanced that with digital-
recording capabilities, not just analog. And Il
cover the digital capabilities in a nmoment. And DMIC
then carried through the utilization of the system
into their live nmeet 2002.

Wth 2003, the district stepped up and
made a substantial investnment in the infrastructure
for a video systemthroughout the entire facility.

And with that infrastructure, we have the capability
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right now of installing and we have on-site currently
ten 360-degree pan-tilt-zoom caneras and actually
over 20 fixed-canera | ocations.

And believe it or not, every nanager
of every departnment cones up to us and approaches us
al nrost on a weekly basis, saying, "Hey, can we get a
camera? Can we plan a canera for this area?" So the
taste of the fruit has been had. And now they are
even nore excited about it now that they've seen the
benefits.

The infrastructure of the facility
allowed us to place a nunber of fixed housings in
strategic areas without actually installing sone of
the optics, the nore expensive part of the canmera
units.

That allowed the District and DMIC to
utilize many different possible |ocations wthout
having a huge capital outlay. The District has nany
di fferent venues throughout their facility, including
the race nmeet, which is obviously one of the |argest,
as well as the San Di ego County Fair each June into
July.

And by having those flexible
| ocations, we're able to relocate the optics, based

on the strategic needs for those particul ar events.
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Del Mar has an extensive fiber and
t el ephone network system throughout the facility.
They actually have a departnent dedicated just to
those facilities and those faculties. And we're able
to utilize some of those faculties to install the
system which, again, helped mnimze the capita
outl ay.

Coordi nation with the network
facility -- network information systens depart nment
was critical to the success, based on the digita
requi renents of the system and the accessibility by
many different users for a multitude of different
pur poses.

What's inportant to one departnent --
say, security -- is conpletely -- the inportance
translates to sonething conpletely different for
managenment or traffic control

O her considerations need to be taken
into consideration when planning out a system such as
lighting, infrastructure, power sources availability,
structures, poles, buildings. Even |andscaping needs
to be taken into consideration

Benefits of having a video system
You can actually have nmultiple users watching live

vi deo, nonitoring whatever area is of inportance to
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them And you can have that for security, for
emer gency response.

You can that have that for the
stewards for nonitoring of the stable areas; of
nonitoring the track area; nonitoring the paddock
area, the restricted area, the quarantine areas for
the horses. You can have it for the cashier: tote,
nmoni tori ng of nonetary wagering transactions.

And one of the nobst inportant things
is that all of the digital recording that we do is
all court-adm ssible evidence. And it can all be
witten to a CD. And it's all watermarked for court-
adm ssibility purposes. Unlike anal og VHS tapes that
can be nodified and have sone questions as far as
court admissibility, the digital with the
wat er mar ki ng does not.

You can easily search for past events.
VWhat you can do -- what happened maybe 14 days ago,
you can go to the exact second, mnute, hour, tine,
day of a particular canera, particular view of what
you' re | ooking for.

So if a question came up regarding a
horse in a particular stall and that shed row were
bei ng nonitored, you could go back to the exact tine

and date of questionable period and revi ew what
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activity was in the area at the tine.

And those searches -- unlike with an
anal og VHS tape, where you had to rew nd, fast-
forward through to get to a particular point -- the
digital technology allows you to search very quickly,
very simlar to |like how we now do with our DVDs or
CDs and our commercial el ectronics.

And one of the nost inportant things,
li ke we touched on, was the availability of the video
for a nultitude of different users for different
purposes. And all the software's all password
prot ect ed.

So it inhibits anybody from cracking
the system taking video out that they're not all owed
to. It restricts user access and records what users
| og on, what they do while they log on. So there's a
full accounting of what's happening with the system
as wel | .

And it is possible for review of the
system conpletely rennote fromthe site. So if you
have a manager away at comm ttee neetings or away
fromthe site, at his home -- he could tap into the
network and review all the inmges.

The Conmi ssioners, the enforcenent

departnment of the Board would be able to tap into the
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different systens, if they're designed properly, so
that they could actually review, nonitor any
activities going on at any of the racetracks at a
given time. So that renote access, for both |live and
recorded i mages, is very powerful

Fl exi bl e coverage areas: These are
some qui ck video snippets, and I'mjust going to play
a fewof "emfor you. 1'mnot going to take up al
of your tine today.

But the image is rather small due to
the conpression rate, trying to run the presentation
but kind of gives you an idea. This canmera' s nounted
probably a thousand feet across the parking | ot and
at the main entrance for Del Mar

And, again, this is just kind of
showi ng, denonstrating the capabilities of the
cameras for parking | ot purposes. And these
360-degree caneras all ow you to cover a broad range
of areas from one | ocation.

Fromthis one | ocation, we can cover
the main parking lot; the main pedestrian entrance as
wel | as sonme of the stable areas; and the Avenue of
the Palms at Del Mar, which is the main thoroughfare
for vehicles entering the facility; valet parking;

val et parking cashiers; and crowd control
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This is one of the stabl e-area caneras
that we've installed at Del Mar. And this one was,
again, a 360 pan-tilt. And this was kind of show ng
a nock scenari o.

If soneone were to be focussing in on
a particular shed row, they could nonitor activity
around that stable or that shed row area. And,
again, it would be both live or it could be recorded
and reviewed for |ater purposes.

Again, traffic and crowd managenent:
Wth racing, thoroughbred racing, you have a great
deal of influx of people during very short periods
and then an egress of people during short periods.
And during these tinme periods, you get a |ot of
traffic issues -- crowd managenent, pedestrian versus
vehi cl e.

And this, again, was show ng an
incident at Del Mar. You watch the gentleman with
the cart. And there we have a knock-down.
Fortunately, the patron, who will go nanel ess,
recovered fully.

Agai n, quarantine area -- cameras
could be focussed on very particular areas to watch
gquarantine areas or restricted horse areas. This,

again, was a pan-tilt canera installed on the east
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part of the grandstand.

And, again, we're probably about -- a
little over 1,200 feet away fromthis particul ar
horse |l ocation. And this was near the restricted
pre-race area, | guess you would call it. But it
ki nd of gives you an idea of the kind of detail and
activity you're able to see.

And you can al so view nultiple caneras
at once. So if a user -- nmnager or enforcenent
agency -- wanted to nonitor nultiple cameras in
different parts of the facility, they could custom ze
their screen to nonitor a nunber of different caneras
and then play each individual one full screen should
t he need ari se.

Video is really beconming a necessity
and al nost a requirenent in all parts of our lives.
In the comercial side of business, nore often than
not, it's not for watching for outside break-ins.
It's nore for watching internal theft, interna
activities, what's going on with enpl oyees.

And video's becom ng a nuch nore
accepted part of our society. And believe it or not,
the United States is actually probably five or six
years behind the rest of the world as far as

i mpl enentati on of video surveillance in public areas.
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Agai n, touching on sone different
areas, you can have gate managenent -- recording
docunent ati on of what vehicles or persons enter
different areas, monitor the quarantine areas. You
can nonitor during quarantine periods for horses
pre-race.

Managenment purposes -- again, wth
goi ng back to the nutuel manager, he enjoyed it very
much because he was able to access and see the
facility track conditions without utilizing the
broadcast or public side of the sinulcast or the
br oadcast .

So if a horse fell, if there was an
injury on the track, he could focus a canera on to
see what the situation was without focussing in on
the standard public broadcasting caneras.

And, again, liability exposure areas:
This is becomi ng a greater concern for al
facilities -- day care, escalators, trip-and-fal
type of suits. And, again, touching base with the
| oadi ng docks, |iquor store rooms, the internal theft
areas, the food vendor at Del Mar was able to see
substanti al decreases in their |osses this year

And that was specifically due, they

say, to the advent of the video system And we were
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able to monitor and actually record several different
i nci dences.

Again, the network self-playing CD --
you can control the cameras, nultiple users.
Everything's password protected. And sonething
that's becone very popular in recent years is web
cam

And web cans -- you hop on the
internet. And you can see advertisenents for "Hey,
| ook at this beach web cam Look at this web cam™
O fices have web canms for pronotional purposes. And
that's actually really what they should be left to do
is for prompotional.

They're traditionally nonsecure. In
an environnment |ike enforcenent of security,
internal -- you really don't want the public getting
in necessarily and | ooking at those tapes or being
able to mess with those in any way.

So if you want the public to be able
to access certain canmeras or view certain facilities,
you shoul d put sonething in a separate network,
sonmething that's for them-- a closed system And
that's what the security at Del Mar has done.

And with that, | thank you very much

for your tinme. | hope everything was enlightening.
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And we'll ook forward to a continued partnership
COW SSI ONER LANDSBURG.  Very good.
COWM SSI ONER MORETTI :  Thank you.

CHAI RMAN LI CHT:  Thank you.

(Appl ause.)
CHAI RMAN LICHT: | think it's very inpressive.
And | think, when | saw it, actually in action, live,
it's even nmore inpressive, like, at Del Mar when you

see peopl e wal ki ng around the back side, when you're
| ooki ng at your nonitors.

| think that it's sonething,
hopefully, that John and Alan -- you guys -- wll
continue to look at this as a mandate for all tracks
to upgrade to a | evel of service that N ghthawk can
provi de.

COW SSI ONER LANDSBURG. | think we're | ooking
at the future. And the nearer we can get to a nore
perfect view of what goes on in many areas of the
track, the better off the security. And the
integrity of the gane will be protected.

MR, LEVORCHI CK: And that's the key -- the
integrity -- isn't it?

COW SSI ONER LANDSBURG.  Sorry?

MR, LEVORCHI CK: That's the key -- the

integrity -- isn't it?
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side of tracks have | agged, you know, conpared to

VI CE- CHAI R HARRI' S:  Yeah. I think the back

other areas, as far as getting this done.

act ual |

If we could just have it happen, sonehow, woul d be

| hate to see the Board, you know,

y have a lot of rules and regulations on it.

t he best thing.

CHAI RVAN LI CHT: Thank you, guys.

And t hanks, M ke, for coordinating al

of this.

Next itemis the proposal to add a

rule for this "Beat the Odds" wager.

staff.
It's a

Qdds, "

MR. MNAM: Roy Mnani, Horse Racing Board
This itemis up for adoption by the Board.

proposal for a new wager called "Beat the

CHRB Rule 1979.5. It was devel oped by

M. James Quinn and was presented to the Pari-Mitue

Operat i

Operati

approved for the 45-day notice.

Board i

ons Committee in January of 2003.

It was -- at a subsequent Pari- Mt ue

ons Cormmittee neeting, it was subsequently

It cane before the

n June of this year for adoption, in which the

Board did not adopt the rule.

further

However, the Board did refer

di scussi on on the new wager to the

t he
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Pari - Mutuel Operations Conmittee in July of this
year, in which the Pari-Mtuel Operations Conmittee
approved a 45-day notice.

So at this time, the regulation or the
new wager is up for adoption again by the Board. The
staff has not received any negative or objectionable
response. However, we have received a nunber of
correspondence supporting the new wager as did the
Pari-Mituel Operations Conmittee. There was a nunber
of support fromthe associations and fans in support
of the new regul ation.

CHAI RVAN LI CHT: We discussed this in detai
before. | think npost of us have expressed our
opinions. 1Is there anybody else who would like to
addi ng sonething that we haven't heard already or say
somet hi ng about this?

VI CE-CHAIR HARRI'S:  Yeah. |'msurprised there
hasn't been nore conment 'cause sone of the people
I"ve talked to at the track seened to be opposed to
the bet and that they were fearful that it would
create situations where a favorite would get beaten
and there'd be allegations of, you know, all Kkinds of
i nproprieties on that.

But has that cone up?

MR. M NAM : It has not. At the Pari-Mitue
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Operations Conmittee neeting, there was severa
representatives fromthe fans who were in support of
t he new wager.

Several of the associations did also
support it, only fromthe aspect of "Let's put it on
the books and let's et "emtry it and let the
wagering public basically determ ne whether it's
going to be a successful wager or not."

VI CE-CHAIR HARRI'S: This would be a wager that
any given track could put into their application if
they wanted to do or they could leave it out.

MR. MNAM: That's correct.

VI CE- CHAIR HARRI S:  Just |ike any other

wageri ng.

COW SSI ONER LANDSBURG. The only -- | have
only one renmmining question. It's a relatively snal
pool that we will be starting with and for some tine

until the majority of bettors at the track are
gathered round it.

Smal | pools, which we |earned in
yesterday's neeting of the Pari-Mtuel Committee,
because of the manner in which nmoney can affect a
pool, could conceivably be triggered in the wong
direction by someone who wanted to play games with

the pool. It's a difficult bet to conprehend. It's
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probably mainly for

prof essi onal s.

| remnin unconvinced that it is

somet hing that wl

| do any major good for racing and

perhaps could, in the long run, do some harm

CHAI RVAN LI CHT:

Al an sai d.

I concur exactly with what

Any ot her --

on this?

MR. LI EBAU

anybody wi sh to be heard

Jack Liebau from Santa Anita.

think I'm probably reiterating what has been said.

think Santa Anita and ot her

sayi ng, you know,

raci ng associ ati ons are

"Let's give it atry, see if it

wor ks. If it doesn't work

As far

it won't hurt anything.

as the integrity issue is, |

frankly think you'd have to be a rocket scientist to

figure out howto fix this thing. And I will tel

you that, if you are concerned about that,

be concer ned about

and there's never

head-t o- head.

head-t o- head wagering 'cause --

been any voi ce concerned about

you shoul d

I nmean head-to-head is certainly a | ot

easier to fix than this is.

in this situation,

And | don't -- | nean,

you have to know where all the

tickets are going into the,

who' s bet on what.

mean |

you know -- beforehand

don't think that we
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could set up any sort of scenarios and try to figure
out how you could fix it, even if you could get
col l usi on.

So | really don't think that that
shoul d be a reason for not approving the wager. And
I think that the marketplace should be able to
deternmi ne whether this is a good bet or not a good
bet .

CHAI RMAN LI CHT: Do we have a notion with
respect to this?

O do you want to be heard, John?
Sorry about that.

MR. VAN DE KAMP: That's all right.

John Van de Kanp, TOC. | guess, in a
sense, a mld statenent, | hope. And | think what
M. Landsburg has said, | think, is accurate. W
have a general concern about integrity in this area.
Betting agai nst favorites raises so many potentia
probl ens.

What they' ve done here, of course,
with this bet, because you have to have, | guess,
multiple bets to win and you aggregate them and it
does make it nore difficult -- but there's just
sonmet hing about it that, you know, causes you to step

back, | think.
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And we're seeing this with respect to
"Bet Fair" and getting anecdotal evidence from
el sewhere around the world, when, you know, people
are betting head-to-head. And Jack may have a point
on this one-to-one. Maybe that's nore potentially
dangerous and shoul d have been | ooked at nore
careful ly.

But you know I just sinply raise that
we're concerned about integrity. And it may not --
it may appeal generally to the honest bettors who are
99/ 100t hs of those who are betting. It is a
conplicated bet. |It's probably going to be slow to
catch on. And normally | would agree Jack on this.
But | just think we have to be very careful

MR. LI EBAU: Jack Liebau. | just want to nmke
it clear that | don't think that there are any
probl ems with head-to-head. But in the event that
that's the reason you're voting down this wager, |
think that you would be nore concerned about
head-t o- head because even | could figure out who |
had to, you know, get to win that bet.

But in "Beat the Favorite," there's no
way in hell that 1'd ever be able to push ny mnd to
figure out howto fix it.

CHAI RVAN LI CHT: Thank you.
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Do we have a notion with respect to

t his?

COW SSI ONER MORETTI: | would nove to approve
it.

CHAI RVAN LI CHT:  Conmi ssi oner Moretti noves to
approve "Beat the Odds." Do we have a second?

(No audi bl e response.)
CHAI RVAN LI CHT: Do we have a second?
(No audi bl e response.)

CHAI RMAN LI CHT: Okay. Then there's no
notion. And this was defeated

EXECUTI VE DI RECTOR WOOD: We're not going to
rehear this again, anytinme soon, are we?

CHAI RVAN LI CHT: Well, maybe tonmorrow we' |
schedul e a special neeting just for "Beat the (Odds."

Okay. Number 10 -- staff report on
the following -- on the concluded race neetings.

MR, REAGAN:. Conmi ssioners: John Reagan, CHRB
staff. Looking at the summary page to these reports
for these three neets -- Del Mar Thoroughbred Cl ub
State Fair in Sacranmento, Los Angeles County Fair
Ponmona -- overall, the neets were up, largely due to
i ncreases in the account wagering, ADW and the
interstate exported handl e.

Overall, there was sone increases on
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track. So we have had some good reports here. But
any questions you have, we try to answer.

CHAI RMAN LI CHT: Still no way to have any kind
of a theory even to see whether we're canni balizing
handl e wi th ADW?

MR, REAGAN: Well, based on these reports, it
| ooks like we're holding our own right now.

CHAI RVAN LI CHT: | guess what the easiest
thing to look at is, if the increases in ADWare
coming fromsinmulcast sites within the state --

MR, REAGAN: Ri ght.

CHAI RMAN LI CHT: -- and that doesn't appear to
be --

MR. REAGAN. Well, there are some very m nor
drops there in the off-track. But then we have sone
i ncreases on track.

CHAI RMAN LI CHT: Right.

MR. REAGAN: So kind of a m xed bag but
nothing to get too excited about yet.

VICE-CHAIR HARRIS: Let me see if | have this
right. There's 8 percent increase on track, which is
significant, especially with the 49 percent ADW
i ncrease.

MR. REAGAN: Yes, sir.

CHAI RMAN LI CHT: Well, let's hope it keeps up.
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It's time. | nean, hopefully, with Seabiscuit and
the NTRA and everything, it seens, naybe, hopefully,
to be noving in the right direction

MR. REAGAN: Yeah. W'l have another set in
Decenmber to | ook at.

CHAI RMAN LI CHT: Okay. Thank you, John.

Okay. General business?

(No audi bl e response.)

CHAI RVMAN LI CHT: | have a couple of
statenments.

First of all, |I think it's inmportant
that we make a public announcement and that it be
wel | known that the Breeders' Cup has gone to the
Los Angel es Superior Court and was issued a TRO,
extendi ng beyond the tinme of the Breeders' Cup, that
will restrain or will cause the jockeys to not be
able to wear any advertising, in accord with our
recent special rule that we made just for the
pur poses of Breeders' Cup.

It's the Board's position that, in the
event that any rider attenpts to circumvent not only
the rule of this board but the ruling -- the court
order, strong sanctions will be issued, including a
possibility of even scratching the horse.

Hopefully we won't have to resort to
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that. This has been nade known to all the riders,

and | hope we won't have any problens with

conpl i ance.

The second thing I want to say, under

"CGeneral Business," is that | think that our

i nvestigative staff has done an exenplary job not

only in the past few nmonths in general but

specifically with respect to Breeders' Cup.

There's going to be state-of-the-art

security in place at the Breeders' Cup, both on the

front side and the back side, including people on

hor seback, including a person at each stall for 24

hours prior to each race.

And | think that our investigators, in

cooperation with trenendous support from both

Breeders' Cup and Cak Tree, have set up a platform

for truly run races this week -- this weekend.

And, further, with respect to that, |

want to say that | personally amtired of hearing

i nnuendo and accusations that are totally unfounded

with respect to supposed inproprieties on the back

si de.

nysel f and our

of this Board,

Many peopl e have cone forward to both
i nvestigative staff and ot her nenbers

accusi ng peopl e and sayi ng that they
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heard that certain things were going on.

But not one person -- not one -- has
come forward with any piece of evidence or any actua
know edge. It's all innuendo. It's all supposition
And, nost of all, it's fromdisgruntled people. And
until people start to come forward with real facts,
don't believe that we're going to pursue any of these
hear say statenents.

Any ot her general business?

VICE-CHAIR HARRIS: | agree that there are a
| ot of unfounded allegations. But there is a |ot of
chatter going on.

And one of the issues that sone of the

horsenen traditionally -- or additionally were
agai nst -- but now apparently sone of 'emare for
it -- would be the consideration of basically

clustering all the "end-of-day" horses in a given
area, a detention barn situation or sone version of
t hat .

And | think we're a ways fromreally
getting there. But |I would urge the horsenmen and the
tracks to discuss this option and all the pluses and
m nuses of it and see if, you know, sone concl usions
can be reached on it.

CHAI RMAN LI CHT: Any ot her general business?
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Any ol d busi ness?
COW SSI ONER LANDSBURG.  No. | think we have
a -- yes -- one piece of old business.
CHAI RVAN LI CHT: Okay.
COW SSI ONER LANDSBURG. | had asked Ron
Jensen if he would just fill us in on what has
occurred with the Nile virus. And are we stil
worried about it? And have we taken all the right
steps?
DR. JENSEN: Dr. Ron Jensen, Equine Medica
Director of the California Horse Racing Board.
National ly through Cctober 17 of this
year, there have been 6,957 cases, human cases, of
West Nile virus reported. There have been 147
fatalities in that. Nationally there have been 3,087
equi ne cases reported in 38 states.
There have not been any cases in
California in horses to this point intime. W're
still concerned about it. And, locally, there
continue to be dead birds diagnosed with West Nile
virus. It includes now -- has been extended -- birds
have been found in Orange County and in San Di ego
County in the | ast nonth.
| think we are in pretty good shape,

so far as vaccinations go on the racetrack. M
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information is that the stable population is pretty
wel | vacci nat ed.

I think the racing associations are
doing a pretty good job of npbsquito control. Of
course, we haven't had any rain for quite a while,
and it's warm enough to destroy nost of the nmosquito
| arvae.

But | think that you should al so be
aware there has been one human case in Riverside
County of West Nile virus. That individual's
reported to be recovered. And like | said, | think
we're still concerned. But, as of this point in
time, we don't have any equi ne cases.

CHAI RMAN LI CHT: Thank you. And if there's
any other old business?

(No audi bl e response.)

CHAI RVAN LI CHT: | inadvertently skipped the
report fromthe Pari-Mituel Operations Comrittee --
Nunber 11. So Al an

COW SSI ONER LANDSBURG: We had a relatively
| ong conversation in the Pari-Mituel Comittee
neeti ng about the proposal or possibility of
requiring racing associations to include, in their
license application, an approval of anyone who is

Iicensed -- any ADW provider |icensed by the Board
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shoul d be given access to the signal.

It's certainly controversial and not a
proposal that we want to rush to. |n general, the
view was that conpetition, ADWconpetition, would not
be healthy or helpful to those ADW providers in
California with the exception of MEC -- Xpress Bet.
They felt that conpetition for patrons who woul d bet
t hrough their ADW systens woul d be hel pful.

TVG certainly did not. YouBet has
contracts in place with all California tracks so
therefore feels confortable with where they are and
don't really need conpetition.

But we're com ng down to that singular
point -- greed: individual and corporate greed
versus the good of racing. And | think we still need
nore information before we can put a proposal before
the Board and will therefore be asking the staff to
survey potential ADWproviders to see what they would
do if we had passed such a rule.

Wuld they be willing to cone in?
Woul d they not be willing to cone in?

And, finally, we are to have one nore
di scussion of the business of conpetition, which wll
take place at our next Pari-Mituel Conmittee neeting.

Finally, just to add TOC s voi ce,
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which is a voice saying that "W essentially have a
formof ADWwi th all of the simulcasting that's out
there now and with other ADW providers taking wagers
t hrough what ever neans that they have."

Qur concern, of course, is trying to
get as nuch incone, as much handl e as we possibly can
t hrough an ADW expansion. |f that cannot be
acconpl i shed, then the proposal would not nove
forward. However, we have nore discussion to go.

Secondarily discussed in the
Pari - Mutuel neeting was the 4-second cancellation
after the start of the race. It causes
conplications, in sone respects, because other states
have a | onger cancellation and some will not provide
all of their betting information until that
cancel l ation notice in their |ocal domain runs out.

In other words, sonme have 8 seconds.
Some have 4 seconds. And by the next neeting, we
hope to have a distinct list of how nmuch and how | ong
and how does it affect our nutuel pools with -- no
matter how many tines we say it, we still have people
at the track saying, "They're post-posting --
they're past-posting us. We're getting noney into
the pool too late."

And it just isn't true. But the

117



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

4-second delay that we have in California and the
| onger del ays that are outstanding just exacerbate
that problem

And that is where we are. W heard
briefly from TOC t hrough Drew Couto, who told us that
there will be nore information com ng on the
i nvestigation of offshore and other betting areas
around the country.

But that report is not yet out of
TOC s hands and not yet out to the public and may
never be because of investigative problens, neaning
"We don't want to conplicate investigations that are
ongoi ng into these practices."”

CHAI RMAN LI CHT: Thank you.

Al'l right. That concludes the public
portion of the neeting. Please |eave the roomso we
can have our executive session and get to the track
by the first race. Oak Tree needs the handle.

(Proceedi ngs concluded at 12:46 P.M)
--00o0- -
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