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PROCEEDI NGS

EXECUTI VE DI RECTOR FERM N: W are going to start
the neeting. W are not going to start with cl osed session
this time. W are going to go right into the neeting so if
we coul d pl ease have everyone sit down. Ladies and
gentlenmen, will the neeting please come to order. This is a
regul ar nmeeting of the California Horse Racing Board on
Thur sday, October 26, 2006, at Arcadia City Hall, 240 West
Huntington Drive in Arcadia, California.

Present at today's neeting are Chairnan Richard
Shapiro, Vice Chairman Marie Mretti, Comm ssioner John
Anmer man, Conmi ssioner John Andreini, Commi ssioner WIIiam
Bi anco, Comm ssioner John Harris, and Conm ssioner Jerry
Mbss.

W will not be going into the executive or closed
session first. W have decided that we are going to handle
that after the neeting. So | would just like to rem nd
everyone that we would |like to have you be sure to state
your nane clearly for the record and also if you have
busi ness cards it is always hel pful that you subnit those.
And I'd like to turn it over to Chairnman Shapiro.

CHAI RPERSON SHAPI RO:  Good norni ng, everybody. W
obviously have a pretty full agenda today and therefore | am
going to try to nove the neeting along as quickly as

possible. There are two itens that will not be heard on the
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agenda today. And for the record those itens are the

wi t hdrawal of the safety vest item which is nunmber 11, it
wi Il not be heard, and al so nunmber 15. The discussion on
the code of ethics we are going to defer to another, a |later
meeting. Oherwise we will try to get through this agenda.

The Board invites conmments fromthe public about
items on its agenda. It also invites public conment about
items not on the agenda that are related to horse racing
during the open comrent period.

In order to assure that each individual who w shes
to cooment will have an adequate opportunity to do so, and
al so to assure that the neeting as a whole will be conpleted
inatinmely manner so that the individuals wishing to
comment on nultiple matters will not be required to stay for
an unreasonable length of tine | will strictly enforce the
five-minute tine limt for each person wishing to speak on
any agenda item The goal of this rule is to assure that
each person's right to make their views known i s not
di srupted by another person's conduct.

In order to expedite the conment process there is
a public conment sign-in sheet or cards for each agenda item
on which public comment will be taken, as well as a sheet
for comrent about anything, or cards, related to horse
racing that is not on the agenda. The sheets are |ocated --

ASSI STANT CHI EF OF ADM NI STRATI ON VOSS:  Ri ght
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her e.

CHAI RMAN SHAPI RO At the podium Thank you,

Wendy.

After the initial statements fromstaff and
interested parties | will ask for public coment. Wen I
call your nanme please cone to the podiumto speak. | wll

I et you know when your tinme has conmenced, when there is one
mnute left and when your tinme is up. \When your tine is up,
you will be expected to return to your seat so that | may
call the next person waiting to the podium

VWhen all the names have been called, | will ask if
anyone el se has a comrent on the agenda item who has not
al ready spoken. At that point, the Board will not take any
further coment on any item unless the Board has specific
guestions it w shes addressed.

In the interest of tine and fairness to those
wi shing to speak repetitive statenents are not desirable.
Thus if a particular point has previously been made, please
sinply state that you agree with the prior speaker.

Further, statenments that are off the point of the agenda

item or which address another agenda itemw Il not be
permtted.

If the time is up, | will ask the speaker to
pl ease take his or her seat. |If it appears that the speaker
is repeating what has previously been stated | will ask the
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speaker if he or she has any additional coments to make.

If not, | will ask the speaker to allow the next speaker to
come to the podium irrespective of the tinme remaining,

unl ess a Board nember indicates that he or she still w shes
to hear fromthe individual

If it appears that a speaker is not speaking to
the agenda item or speaking to another agenda item | will
ask that the speaker please return to his or her seat and
address his or her comments at the appropriate tine, either
on the specific itemor at public conment.

Having said that | now will nove to item nunber
one on our agenda, which is the mnutes of the regul ar
nmeeting of Septenmber 20, 2006. | ask if there are any
comments from any nenbers of the Board, any changes? |[|f not
then | amgoing to entertain a notion to approve them

COWM SSI ONER AMERMAN:  So npved.

CHAI RPERSON SHAPIRO. It's noved. |Is there a
second?

COW SSI ONER BI ANCO.  Second.

CHAI RPERSON SHAPI RO.  Second. All in favor?

(Ayes)

CHAI RPERSON SHAPI RO.  They are approved.

Item nunber 2 on the agenda. This is a report hy
representatives of Magna Entertai nnent Corp. on proposed

pl ans and i nprovenents of its California owned racetracks.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I s sonebody here from Magna? | guess not. There he is.

MR. CHARLES: Thank you. Ron Charles, MEC. Today
we, we have been asked and are proud to present Rick Caruso
with the project that he is working on, the Shops at Santa
Anita, and so |I'd like to introduce Rick Caruso.

MR. CARUSO. Thank you. Good norning,
Commi ssi oners, and thank you for the time this norning.
amgoing to try to make a brief presentation on what our
pl ans are for the Santa Anita Racetrack called the Shops at
Santa Anita. And to give you just a two second background,
this project started about four years ago when Frank
Stronach gave nme a call after he had seen a project that we
had recently conpleted called The G ove.

And | think in addition to the fact that he was
i mpressed with the architecture and the |ayout he was nost
i mpressed and taken with what it had done for the origina
farmers market. |f you have been there, it was built in the
'30s on the corner of Fairfax and Third. At the tine the
farmers market, albeit a great place, had declined
substantially in revenue and declined substantially in
customers. The customer profile had changed. The new
generation was not visiting the old farmers market and the
retailers and the vendors in the old market were financially
st ruggl i ng.

Today the market is up over 200 percent in
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business. There is a new generation of Californians and
peopl e around the country that now visit the farnmers market
and a new life has been breathed into it, which we are very
proud of. Many of the people that have businesses in the
ol d market have been there since the '30s in the sane famly
so they have seen the success; they also saw t he decli ne.

VWhat M. Stronach said to me is he wants to do the
same thing for his tracks, in particular Santa Anita. It is
to breathe this new life and expand the stay in the
racetrack, which will enhance the revenues, enhance the
wageri ng, enhance the handles that go on in the track

And so with that in mnd that has been the guiding
light. It is to build a project that would conpl enment the
track, support new business into the track and extend the
stay at the track, which obviously would extend the anmpunt
of dollars flowing to the track, to the breeders, to the
owners, to the trainers and extending enjoynent to the
publi c.

So with that |let ne take you quickly through who
we are because | think it's a little bit inportant. W are
nationally recogni zed as being an industry |eader in outdoor
centers of properties such as The Grove. W have a conpany
that is privately owned. | tell you that because | think
it's inmportant fromthe standpoi nt our deci sion-meking

process is very quick. At the end of the day it begins and
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ends with nme. | don't have any outside partners or
investors. But Magna will be a partner in this project the
way it is structured.

We focus on unique retailers. W are nore upscale
in what we do. W focus on flagship stores. |If you cone to
our properties many of the stores are unique. W propose
the sane thing out here for Santa Anita. A good exanple is
American Grl Place at The G ove, is one of three in the
world and it will be the only one on the west coast. And
we' || be opening a Barney's Co-op, which will be a first in
the area at the beginning of the year

In terns of performance, which is inportant how it
relates to the track and how our properties do, compared
agai nst the national REITS, the publicly traded conpanies
which are all the indoor nmalls, our average expenditure in
our property is nearly double that of an encl osed regiona
mall. Qur sales per square foot are 75 percent higher than
i ndustry averages. And the inmportant part also is that our
average length of stay at our properties is three tinmes that
of a conventional shopping center

That's inportant because, again, the whole notion
and idea behind this property is to extend the stay of the
guest at the track on the property and al so so the guest at
the track can go between the track and shoppi ng and di ni ng

and back to the track again. And allow not only the guest
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but the family to enjoy and di scover the beauty of racing.

Each one of our properties reflects the fact that
we listen to the community and we respond to it. \Wat's
important is we build places that are safe. This is a
project we did out in Cal abasas. W believe they are al
beautiful. They are well-mintained. They have a sense of
comunity. They become the downtowns for | ocal comunities
in many of these areas and they are places where peopl e want
to visit and bring their famly and friends.

I"I'l show you a little bit about what we have done
just in the event you haven't been to one of our properties.
This is The Grove. It is a very unique property in the
heart of Los Angeles. This actually pulls from about 78 zip
codes, which is actually unheard of in the retail business.
This property will have about 20 mllion visitors this year
This is a place that used to be an enpty parking |ot five
years ago. That's nore than what Di sneyl and has; Di sneyl and
has about 13 million visiting it. It is now ranked the
nunber two center in terms of volune for the state just

behi nd South Coast Plaza, which had about a 30 year |ead on

us.
The Commons in Cal abasas was built about seven or

eight years ago. | think it is fair to say it has been or

has becone the downtown for that area. |t also has created

a nexus to their old town, which was inportant for the city
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to make sure the old town of Cal abasas was enhanced. And
again, it has been a very successful property.

The Promenade at Westl ake, the same thing in the
Thousand Oaks area. It literally is their downtown. W now
have three projects in Thousand Oaks because of the success
of this. And our other one out there is The Lakes, which is
next to the Civic Arts Center

All of these properties have a common theme, that
we want to attract people on the property for no other
reason than to hang out and be our guest. Here the city
gave us the challenge at The Lakes to build this series of
smal | | akes and have one during the winter nonths turn into
an ice skating rink, which it does. And |ast year for the
first year when we had ice skating during the holidays we
had 20, 000 peopl e conme out and enjoy the ice skating rink.

So again, what we are trying to do with Santa
Anita, simlar to these, is build beautiful properties that
attract famlies. Because one of the things we want to hear
are fam lies and kids saying, let's go to Santa Anita. And
the nom or the dad can enjoy the racing, the kids can cone
in and see the beauty of the horses, and al so the nom can
take the kids and then go shopping or the dad can take the
kids and go grab a bite and go shopping. It extends the
stay and nmekes it a famly event.

The Waterside at Marina Del Rey. W reopened an
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10
old center that we redid and reopened about a year ago down
in the Marina and it has become very successful. And the
Americana Grand, which is in d endale, now under
construction after a somewhat |engthy battle with our
nei ghbors that owned the mall, simlar to what is occurring
out here, unfortunately, with Westfield with their nmall.

But we were able to gain all of our entitlenments and

signi ficant amount of community support. And certainly the
| ocal fathers, council nmenbers' support, and we'll be
opening this project in about 16 nonths.

The shops at Santa Anita. Let ne give you a
little bit of a snapshot. You know the property well. One
of the nost beautiful and majestic pieces of property in
Southern California. Highly under-utilized parking lot for
nost of the year. And the area around and in front of the
track is currently zoned for comrerci al devel opnent to all ow
about 1.1 million square feet.

There is a legitimate concern about the viability
of the track by the residents of Arcadia. They love their
track and they want to see the track stay. Even though many
of them may not go to the track today they |ove the
architecture, they love the history. And given a good
reason to cone back they would. Next slide, please.

The project today is about 825,000 square feet. A

little bit larger than The Grove, about half the size of the
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mal | next door, to put it in perspective. It is al
outdoor. It will have a series of great boutiques and shops
and restaurants. It covers about 60 acres to the south of

the track, in front of the track

Twenty-four of those acres are going to be
dedi cated to open space, including about three and a half
acres of a great water feature that is surrounded by a
boardwal k and restaurants that you'll actually be able to
dine on the water feature. Then there is a series of lushly
| andscaped parks, pronenades and plazas. W also are
i ncl udi ng about 10,000 square feet of a conmunity performng
arts center. W want to nmake it a comrunity space. W want
to make it a great space for the community to enjoy.

And we are going to dedicate 22,000 square feet of
of fice space for the Arcadia School District because it is
i mportant for us to support Arcadia Hi gh School and the
school district. By noving their office off the canpus they
are going to be allowed to build nore classroons since they
are short of |and.

The parking, the current parking at the track is
about 15,500 stalls. Santa Anita Park after the project
will have 14,500 stalls. The shops will use about 4,000 of
those stalls for the retail guests. This is well above
i ndustry standards. Wat we do know is that a majority of

the guests that cone to shop and di ne and hang out will also
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be going to the track back and forth. And we certainly
t hought the design will encourage that.

This is an aerial, obviously, that shows the
track. You see the existing mall in the bottomleft hand
corner and you see the parking field adjacent to that where
the Shops at Santa Anita are proposed to be built. The site
pl an, and hopefully you have hard copies if you can't see
this. What it does it literally connects the project to the
paddock area. The paddock area, in ny opinion, is one of
the nost beautiful areas that is not seen by the mpjority of
Sout hern Californians. And between the paddock and the
fountain and the grandeur of the architecture in the back
it's a spectacul ar area.

So we are building a new park adjacent to the
paddock, relocating the saddling barns back to their
original, historic |ocation, which was to the other side of
the fountain, as you can see on the little red dot up there.
VWhich will allow the new park and the paddock area to be
opened on non-race days so people can enjoy and traverse it.
During race days it will be gated and protected but you will
still be able to see the horses parade out and the grandeur
of the racing. And we want to do that because we want to
get nore people inspired and interested in racing and seeing
the beauty of the horses.

Down the mddle, simlar to The Gove in terns of
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concept, will be what |ooks and feels like a real street.
It will have the authenticity of a street that was built
around the same time of the track in the "30s but it wll
not carry any cars. It will just be for pedestrians because
we |ike keeping cars and people separate. And then al ong
that will be a series of great shops and restaurants, a
novi e theater.

And it will termnate with the water feature at
the end with restaurants around the water feature and a
boardwal k so people can go for walks. And then to the south
of that will be a large | awned area softeni ng down the | ook
of the asphalt, taking away the asphalt, but still being
allowed to be used as overflow parking for heavy days. Next
slide, please

This is the current view |looking west. This is
| ooking towards the existing mall over the parking field.
And if permtted by the City of Arcadia to build this
project that will be the view Overlooking the Boardwal k,
the water feature, the shops and a restaurant in the
distance. It will be one of the npbst spectacul ar and uni que
retail properties, certainly in the United States. This is
the view | ooking north to the track. And this is the view
of the new street |ooking down. You see the track in the
di stance, the grandstands in the distance, in the forefront

of the nountains with the shops and the dining along the
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street.

And this is the view | ooking towards the northwest
towards Cl ocker's Corner. And once built this will be the
vi ew over the new expanded park adjacent to the paddock
The novie theater that lets out onto that park surrounded by
restaurants. And again, the whole idea is creating this
nexus for people to be able to logically feel connected to
the track. And this is the view, again, towards the paddock
ar ea.

And once built this will be a second floor dining
patio with two-level restaurants simlar to what we did at
The Grove. W have found themto be very successful
Peopl e enj oy dining outside. They enjoy dining on a raised
terrace | ooki ng down over the expanded park, the paddock and
the grandstand in the distance.

How wi Il this inpact Santa Anita? |n nmany great
ways. Santa Anita, obviously, is rich in heritage and
history. It is a regional attraction. It is an icon of the
racing industry. And we want to take advantage of all that
hi story and frankly celebrate it on an ongoi ng basis from
desi gn and through marketi ng and operations.

They will be designed, the shops will be designed
to conpl enment the track and its historical significance. W
prom se, based on our experience of all of our properties,

to have a broader, younger audi ence who is going to

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

15

redi scover the track

My personal experience is bringing nmy wife and ny
four kids out to the track. They had never been out there,
ny wife hadn't been out there. And frankly, on the way out
there she was questioning the wi sdom of spending a Saturday
going out to the track

And when we got there we sat in Front Runners and
were dining and the kids were excited to see the horses.
They were excited to see the grandeur of the racing. W

spent about three hours there and my wife said, you know,

this is great. |If the shops were outside | could go
shopping. You could hang with the kids. | would have free
time. 1 could come back, pick up the kids.

And the whole idea of all of our properties is to
give a reason for people to stay. Wen you cone to The
Grove or The Commons or The Pronenade or any of our
properties it is so pleasant to be there. The one commdity
we are trying to give people that they can't buy is tine.
It's to slowit dowm a little bit. Go back to a better year
where there was a graciousness to your day. And that's the
beauty of having this project here. |It's going to give them
t he day, and we think also the weekend to enjoy this
beauti ful property.

And we will create, together with the track and

with Magna, a very exciting destination that will enhance
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shoppi ng and enhance the horse raci ng experience for the
guest. And now we're stuck. There we go. Well, if we can
just stick with this.

One of the things that is raised and we feel very
strongly about is the ancillary benefit and the spill over
benefit that our properties have to the surroundi ng areas.
Now when you take a | ook at The Grove, if you know the area
a very dense area. Third Street, which is running to the
south of The Grove is a little known street, frankly in
di srepair when The Grove opened.

When we studied the sales tax receipts fromthe
City of Los Angel es since the opening of The Grove, but not
including The Grove itself, the surrounding streets had
increased their sales tax receipts by 66 percent. That's
huge. So what it says is that the project is not only
bri ngi ng additi onal business but there is a spill over
effect. That spill over effect in this case is not only
going to go to our good friends that own the mall but it is
al so going to go into the track, which we know wi |l have a
very positive inpact on the financial status of the track

| tal ked about the draw that our properties have
up to 78 zip codes. The rediscovering of the area that's
been forgotten about and the vibrancy that it is going to
bring back to racing in a very el egant and cl assy way.

Now what | want to show quickly and then | am
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done, as | am obviously aware of the agenda you have and
your time constraints. W did alittle fly-through. W
built a model so you can see if the project was built the
experience and how it lines up to the track. And then
certainly if there's any questions |'mnore than happy to
answer them

One thing I'Il tell you just to give you a quick
update. As of Mnday we issued our draft EIR that is out
for circulation. Qur schedule is to be in front of the
Arcadia City Council in March. Then we hope for approval in
March. And assuming that that's the end of the process,
unl ess Westfield intercedes with lawsuits, we will be under
construction w thin about eight nmonths from March. And with
that here is the fly-through and I'll open it up to
guesti ons.

So I'll just sort of narrate. You can --

Qbvi ously the paddock and the grandstand as we're pulling
back. The new park and additional water feature. W have
been asked to put a trolley in this project sinmlar to what
we have at the Grove. W have agreed to do that. It's one
of the things the community has wanted.

Everything in our properties are real materials,
real brick, real stone, real |inmestone, real granite pavers.
There is nothing synthetic or phoney. Mature |andscaping

fromday one when it opens. It is inportant to have this
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feel real. W spend an enornmous amount of tine and energy
and noney on the details to nake it feel that way.

Because we want to touch every sense that you
have. That what you see, what you feel, what you touch
frankly what you snell, the fragrance of the trees and the
pl anting and the gardens that are throughout the property.

And again done in a way that is very safe, very
pl easant and very famly oriented. A shot of a little bit
of the edge of the water feature, the Boardwal k and sone of
the shops along the water feature. And again going back
down the nmain street that connects to the paddock and the
gr andst ands.

Al'l the buildings are either one or two stories.
They're designed to keep the views that are inportant to the
city and their residents to the grandstands and conpletely
staged within the underlying entitlenments of the property.

It will probably take about two years to build the
property once we start construction. The mpjority of the
parking will be in a parking structure that will be
conputerized simlar to what we've done at the G ove, very
custoner friendly and we will have all the services and the
programm ng simlar to what we do in all of our properties
in terms of jazz concerts, anenities and all the things that
provide it to be a conmunity space.

And with that | want to thank you for the
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opportunity to address you. And | appreciate your tinme. |If

you have any questions |I'd be happy to answer them

CHAI RMAN SHAPI RO: Thank you very much. W're all

of us in southern California | think we're probably very

famliar with your properties. | have to tell you | live

out in Cal abasas and we |ived at your property. | would

like to get a parking space though.
MR. CARUSO.  Yeah, --

CHAI RVAN SHAPI RO.  Seriously,

it's a wonderful

project. You do incredible work. And if anybody has not

been to the Grove or Conmons or the Pronenade they should

go. Because the workmanship is amazing that you do and it's

very appreciated. | do have a couple of questions however.
And t hose concerning that would be how will this
project affect the barn area? And howwll it also, I'd

like to better understand the parking.

My concern about

this is how many parking places are there now at Santa

Anita? How nmany will be left for racetrack custoners? And

what is happening at the barn area? |s the barn area being

affected by this project?

MR, CARUSO. The barn area is not being affected

by the project. And | should probably turn over anything

that has to deal with the barn area to you, Frank or Ron.

So we're not involved with that.

CHAI RMAN SHAPI RO:  Great.
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MR, CARUSG: In terns of the parking, there's
currently 15,500 stalls on the property today. Obviously a
signi ficant amount are unused. Once the project is built
there will be 14,500. About 4,000 of those will be used for
retail. Okay, |I'msorry the 4,000 will be in addition to
that. So the net loss to the track is a thousand.

What that does not take into account is that we
bel i eve that the shared use between the consumer going to
shops and then going to the track, there's going to be many,
many nmultiple trips of the sanme people going to both.

So actually froma trip standpoint or a parking
count standpoint we think the parking is going to be nore
efficient and better. And the retail parking is in the
parking structure that will be built adjacent to the shops.

So the track Magha Santa Anita managenent had been
very, very clear on their needs to the operation of the
track and to make sure there is adequate parking. And we
have designed the project around that. Bryan did | mss
anyt hing? So 18,500 total.

CHAI RMAN SHAPI RO  So there will be 18,500 parking
spaces in total. O which you're estimating 4,000 of those
will be retail spaces related to the shops.

MR. CARUSO Ri ght

CHAI RVAN SHAPI RO And the bal ance will be

available to the racetrack for use on big days. W al
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agree that you know today you don't need them But if it's
Big Cap Day or it's one of the Derby Day that's when there
will be a concern that we woul d have enough parking so that
we can get the, the racetrack can accommodate the big
crowds.

COW SSIONER HARRI'S: | think one issue too is,
I'"m not sure how many currently there is a | ot of unused
par ki ng on nost days on the Col orado Place | ot which is on,
you know, adjacent to the back stretch. How nmany spaces are
i ncl uded over there?

CHAI RVMAN SHAPI RO | think that was included in
the count. And | think the nunber is sonething |ike 6,000.
But --

MR. CARUSC That is included in the count.

CHAl RMAN SHAPI RC: That is included in the count.

COW SSI ONER HARRI'S: How nmany over there though?

CHAI RMAN SHAPIRG: | think the nunber is |ike
6, 000. But let sonmebody from Hol | ywood Park or Santa
Anita --

MR, CHARLES: Roughly 6,300 parking slots in the
north parking |ot.

CHAI RMAN SHAPIRO: I n the north parking lot?

MR, CHARLES: In the north parking |lot.

CHAI RMAN SHAPI RGO Ri ght.

COW SSI ONER HARRI' S:  Ckay so that would just --
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CHAI RMAN SHAPI RO And those spaces aren't being
touched by this project.
COW SSI ONER HARRI'S:  But - -
CHAI RMAN SHAPI RO:  Are those spaces being --
MR, CHARLES: No they're not being touched.

CHAI RMAN SHAPI RO:  Yes, they're not affected by

VI CE CHAI RMAN MORETTI: So Ron are there any
worries on your part at all in terms of the parking or the
that the less --

MR. CHARLES: This has been obviously, you know, a
maj or issue for us. W feel very confortable. Obviously on
one or two days we could have, you know, we could have a
probl em and Rick has agreed to work with us on those days
with regard to the parking, facilities that he will already
be devel opi ng.

And so right now they are at extrene confort
| evel s and we have enough parki ng.

CHAI RVAN SHAPI RO:  And does Santa Anita now on
those big days, | nean | know there's the Arboretum are
there other places where people can park and ride or do you
make any arrangenents for thenf?

MR, CHARLES: Yeah, in fact in years gone by when
we used to get 60, 70, 80,000 people there were arrangenents

made with sonme schools bus transportation so on and so forth
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and we are | ooking at that for those days.

CHAI RMAN SHAPI RO.  Let's hope you have many of

t hem

MR. CARUSO. If | could just add to that quickly
what Ron was saying. The project will also spend about $12
mllion in area street inprovenents. So that there will be
updates to the signal system There will be street

wi dening, left hand turn |lanes to have traffic flow nore
freely.

So in addition to getting the custonmer parked, the
track's concern and our concern is the experience of just
getting to the track. And then in addition to all the
street inprovenents we have agreed to underwrite a tramthat
will connect to the Gold Line and bring people down. So
we're going to try to be encouragi ng even nore people to not
even get into their car to come to the track but actually
take the Gold Line, hop into a tramand they'll be brought
right down to the track

So all of those different |ayers we believe give
us nmore than enough capacity and certainly the problemthat
we're hoping for is that we're overwhel med by the amunt of
people there, going to the track. And there's a whol e bunch
of things that we can do to solve that problem also.

COW SSI ONER AMERMAN:  Coul d you descri be what the

probl em mi ght be in the two years of construction as it

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

24
affects Santa Anita Park?

MR, CARUSO. Well, you know, whatever the concerns
the track is going to have I would imagine will be simlar
with what the residents are. It's going to be the hours of
the construction. |It's going to be nmaking sure that on
heavy race days we'll probably not be doing a | ot of heavy
construction.

We're going to have to nitigate and m nim ze all
the dust that gets created on a construction site and have
proper barricades around it. So, you know, those are not
unusual. |'msure there will be things that are particular
to the track that we're going to have to deal wth.

But our conmmitnent to the track is to make sure
that there is no inpact to the operations or the safety of
the track or the horses that are stabled there.

COW SSI ONER AMERMAN: | f all goes well what woul d
you say would be the start of the operation? What, when
woul d you open the doors?

MR, CARUSO. Well | think we open the doors two
years after March. So that would be '09.

CHAI RMAN SHAPI RO.  But you're not calculating into
that schedule nost likely an appeal by Westfield, which is
going to delay you six nonths to a year.

MR, CARUSO. Right, right. There was a conma in

t hat sentence.
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CHAI RVMAN SHAPI RC:  Yeah.

COW SSIONER HARRI'S:  |Is there a referendum on
this now? | see these signs around. |s there sone
referendum going on in the city of Arcadia now on this?

MR, CARUSO. Well what Westfield has done to try
to stop this project is to have two referenduns. One
agai nst billboards in the city and a second agai nst paid
parking for retail. And the reason they're doing that
they're trying to, they believe if they hurt the financials
of the project that they take away the parking incone it
won't be able to build the project.

Unfortunately the indoor mall business is
different than the outdoor mall business. And the parking
revenue although it would be nice to have is not necessary
for the financing or the success of the project. So they're
sort of smoke screens. They won't affect us. They are on
the ballot for Novenmber 7th.

After March | would suspect that Westfield wll
file a lawsuit under CEQA to stop the project saying that
the EIR is inadequate. Then I would al so suspect if it
follows the pattern of dendale that they will collect
signatures for a referendum And have a referendumto
overturn the approvals as soon as we get this which | think
is pretty likely. And that will delay us probably about a

year and a hal f.
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So you're probably | ooking at nore like 2011. W
woul d | ove and have nmade every attenpt to neet with
Westfield and try to work together and they're just not
interested in having conpetition in the trade area.

COW SSI ONER HARRI'S:  You know one issue that 1'd
heard this presentation before and | think it's a very
exciting project. But | was a little bit concerned.

Because at that point | think the concept would be that you
actually charge adm ssion to get into the track

And | think to really nmake it work, to draw the
peopl e over fromthe shopping there needs to be some version
of free admi ssion to the track to really make that work
And can Magnha agree to that?

MR, CARUSO: | probably shouldn't spend Magna
money. So Ron --

COWM SSI ONER HARRI'S:  Ron will.

MR. CHARLES: Yeah, | don't think I will. It's a
great question John. Rick and Frank Stronach and | sat down
and actually discussed this. In addition to the parking
it's sonething that we're going to have to work out.

Certainly getting the people into the track from
the facility, fromthe project is inportant to us. By the
same token as we all know we're trying to maxim ze the
anount of daily handle, daily attendance. And so it's

sonmething that we're going to have to work out as to how we
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can allow those people and how they can get into the track
for a first tine experience with either a reduction or sone
type of --

CHAI RMAN SHAPIRO: Well let ne just help you out
then. 1'Il give you an idea, okay. | know you really
appreci ate them soneti nes. Wy don't you just give general
admi ssion for free at all racetracks. And then if people
want to upgrade they can pay for clubhouse or turf club and
we'll get nore people that way.

COW SSI ONER HARRI'S:  That's right we can see
some, everyone will be crow ng about their attendance gains.

CHAI RVMAN SHAPI RO:  There you go.

MR, CHARLES: | want to thank you both very nuch.

CHAI RVAN SHAPI RO Just here to help. That's all
we are. (Laughter) M. Caruso thank you so nuch.

MR. CARUSO. Thank you very rmuch.

CHAI RMAN SHAPIRO:  And 1'Il expect that free
par ki ng space for nme (laughter). Thank you. Al right,
noving on. |tem nunber three under the agenda which is
di scussion regarding the racing progranms and the feasibility
of adjusting entry tinmes at California racetracks. And M.

Charles hasn't left the podiumyet.

MR, CHARLES: |'msorry you did ask M. Caruso two
guestions. One, howw Il it inpact, how potentially this
will inpact the barn area?
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CHAI RVAN SHAPI RO Yes.

MR, CHARLES: And | wonder maybe we shoul d, could
we address that --

CHAI RVAN SHAPI RO Wel | okay, we can address that.
| was actually going to bring it up in a later part of this.
But why don't we because since you brought it up I'Il let
you have it (laughter).

COMM SSIONER HARRIS: It's going to be right up
so.

CHAI RMAN SHAPI RC:  Okay.

MR, CHARLES: |It's going to be very short. But we
woul d I'i ke the Board to understand exactly what is happening
inthe city and how we're trying to work with the city in
the situation. So |I'd like to do is introduce Frank Di marco
to explain exactly where we are.

CHAI RVAN SHAPI RO.  Okay.

MR. CHARLES: Okay?

CHAI RMAN SHAPI RO All right.

MR. DI MARCO  Good norning M. Chairmn and
menbers of the Board. |'m Frank Dimarco. |'mvice-
presi dent and general counsel at Santa Anita. First of al
you asked a question there at the end of how we're going to
handl e the track patrons through the construction period.

Yest erday we had about a four hour neeting with

all the Caruso people, worked out that plan. That basically
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the entire east part of the track that presently exists wll
remai n open for our patrons. W're going to channel all the
construction activity, the big trucks, the deliveries
t hrough gate one of the present configuration off of
Huntington Drive. That will be isolated fromthe rest of
the track. There should not be any problens with respect to
construction.

Now, |et nme address for a nonment this contention
about the barns. In the current struggle there has been a
| ot of thought about the uncle Bill prom ses by Frank
Stronach at Santa Anita. And I'd like to give you just a
little bit of history.

This may take a couple of mnutes but | think
you' || better understand what's happened here. In 1998
Santa Anita was owned by Meditrust. W were all very much
afraid that Meditrust was about to go into bankruptcy.

It was a New York Stock Exchange company that knew
absol utely not hing about racing. W renenbered that Frank
Stronach was interested at one tine. W called Frank on a
Saturday. He was out here on a Tuesday. W nmde a dea
that sold Santa Anita to him He fulfilled all his prom ses
and connections with that. | think of all the things said
about Frank you cannot accuse himof being reluctant to
spend noney on racetracks.

After the Santa Anita deal he was approached to
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buy Gol den Gate. The sanme story in northern California.
They were about to go under. We would | ose Northern
California racing. But good old Frank steps up, buys that.
Al so makes a commitnent to invest $5 nillion additionally
into the track, which he did.

Next year the same thing happened with respect to
Bay Meadows. He steps up for $20 nmillion, buys a two year
| ease whi ch bought him absolutely nothing, but at |east kept
Bay Meadows goi ng for another two years.

And also at Gulfstream He promi sed all kinds of
renovati ons which he did put in. Sone people think maybe
the grandstand is a little too small. But he did put in the
state-of-the-art barns.

Al right, nowlet's get to Santa Anita. Wth the
record of fulfilled pronises why did nothing happen at Santa
Anita? Now at this point | want to suggest that Jack
Li ebau, I'msure he's here. He's a good friend of m ne. He
and | have worked together for years in the |egal comunity
here.

My son at one tinme worked for him | worked for
Jack at Santa Anita for two years. And he's an amazi ng man
and a good track man.

But | think in this particular issue he's
devel oped a very slight case of selective ammesia. After

Frank bought the track, we worked desperately with the city
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of Arcadia to adopt and get an approval of a plan to put new
barns and new living quarters in the back side.

We had ten different presentations to the city.
Generally we'd neet with the city nanager and at | east one
of the mayors. | met with three different mayors in the
city of arcadia in attenpt to sell this plan.

The plan was to utilize the vacant north | ot that
you have been tal ki ng about today which at that tine and
still is, just a vast asphalt sea of nothing. The plan was
to put the new barns back there, entirely new living
quarters for backside people. It was a beautiful plan

Unfortunately the city said no. This just won't
wor k. You've got Rl zoning back there. You've got other
problems with the neighbors. W will have too many probl ens
wi th the neighbors, about noise, about snells, about this
that and the other thing. So they totally rejected it.

Okay so we hi ked back to the drawi ng board and
came out with two or three different plans. And Jack was in
on nost of this stuff with the city at the time. But they
still rejected it.

We offered greenbelts, bernms to shelter the whole
thing fromthe homeowners, noise abatenment, odor abatenent,
whatever. But the bottomline was there was just no way the
city could accept that.

Now at this point along cones Rick Caruso. And
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now it's a whole different story. Rick, you saw the
approach he has taken. At that particular tine it nade
absol utely no sense for us to try to do anything with the
barn area until his plan was conplete. So that we would
know what he was going to do, what we would have left and
where we were going to go with the barns and ot her things.

And that's probably where we are right now.

Except our friends next door from Westfield early this year
started another canpaign. They went out and in effect got a
hired gun who doesn't live in Arcadia, has nothing to do
with Arcadia to file an application with the Ofice of
Historic Preservation of the state of California to have our
track declared a national, historical nonunent.

We fought that vigorously all spring. W had a
all -day argunment in Sacranmento on the issue. And we were
voted down four to three by that Board, in effect declaring
our track eligible for registration on the national
hi storic register of historic nonunents.

Just a nmonth ago in Septenmber we received the bad
news. The final vote fromthe national, historic,
preservation departnent declaring Santa Anita Park and
particularly the barn area a historical nonunent. Now what
does that mean?

It means according to their letter that we stil

have the right to sell the property if anybody wants to buy
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it. But we cannot do anything to nake any substantia
adverse changes in the barn area unless we conply with | oca
ordi nances and the California Environnmental Quality Act.

So we're back to square one. We can hopefully
make an application to it permt us to tear sone of these
t hi ngs down and build new ones. And | don't see that
happeni ng until after the Caruso project's EIR is approved
and we go fromthere. That's really where we are.

The only point I"'mreally trying to make is that
we want to make sure you understand that we have tried.
There's been no reluctance on the part of Frank Stronach to
spend the noney to get this job done.

CHAI RMAN SHAPI RO  Well let ne ask a coupl e of
guestions there.

MR. DI MARCO. Sure.

CHAI RMAN SHAPIRO: | flew up and nmet with Frank
Stronach a coupl e of weeks ago.

MR. DI MARCO  Ri ght

CHAI RVAN SHAPIRO:  And | sat with himand |I said
that it was absolutely inperative that the barn area at
Santa Anita be redone. And it is and |'ve said numerous
times that it's just unacceptable the way it is.

I don't think anybody argues that. | don't hear
you arguing with it.

MR. DI MARCO  Sure, not at all

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

34

CHAI RMAN SHAPI RO  All right, and at that neeting
he told me in front of other people that were there that
they would i mrediately nove forward to rebuild ten barns and
two dormitories. And you can certainly check with anybody
that that was his statement. Now --

MR, DIMARCO | don't need to check with anybody.
I know exactly what was said, yes.

CHAI RMAN SHAPIRG:  Ckay. So if that's the case,
you know, fine about the north parking lot. [It's not going
to happen on the north parking |ot.

MR. DI MARCO That's correct.

CHAI RMAN SHAPI RO We all know that, okay. Are
you saying that you cannot now go in and knock down ten old
barns and build ten new barns?

MR, DI MARCO  Not without the consent of the city,
and wi t hout approaching CEQA and getting sone kind of
perm ssion fromthem

CHAI RMAN SHAPI RO  Okay, well are you doing that?
Have you approached the city and have you gone to CEQA
because --

MR. DI MARCO Yes | have.

CHAI RMAN SHAPI RO:  -- because you know horse
racing and while as nmuch as | amin favor of and like the
Caruso project we have to take care of our owmn. We have to

take care of his horses and those people that |ive back
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there. So | don't see why and | do understand EIR s and
understand that this is perhaps included in an EIR and if
you went to change it then it would del ay the whol e project.
| do understand that process. But what | don't know is have
you gone to see if you can rebuild the existing barns so
that there isn't a problem

If you could go in and rebuild them on the exact
same foundations and the sane |ocations.

MR. DI MARCO  Not necessarily, the other problem
is that once you start --

CHAI RMAN SHAPI RO:  Not necessarily you can't do
that or not necessarily you haven't tried to do that?

MR. DI MARCO We haven't turned any earth yet.
That's what |'m about to explain to you. That once you
start that you have to do an entirely new subsurface
treatment of everything out there. You've got pipes, wres,
everything out there that's been there since 1934.

There's earthquake problens. There are a |ot of
probl ems. Now to answer your question specifically, yes we
can try. |'ve already talked to the city. W mght be able
to get permission to tear dowmn. | don't knowif we can go
up to ten but some nunber of them and replace themwth
tenporary barns now. And then possibly when we do get CEQA
approval and this, that and the other thing rebuild themin

the style we want.
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CHAI RMAN SHAPIRO: Well, M. Dimarco, | just have
to tell you | nean, | appreciate that you' ve made attenpts
and Magna made attenpts. But unfortunately it doesn't feel
to me that the right attenpts have been nmade and t hat
t hey' ve been pursued vi gorously enough.

MR. DI MARCO  What woul d you suggest sir?

CHAI RMAN SHAPI RO:  Pardon ne?

MR, DI MARCO  What woul d you suggest?

CHAI RMAN SHAPI RO Well | suggest that you go in
and you find a way to get those horses and those horsenmen in
habi t abl e condi ti ons.

MR. DI MARCO  Okay.

CHAI RMAN SHAPI RO  And if that neans tearing down
what may be buildings, | nean nmy concern is that sonmebody
i nadvertently could start a fire in one of those barns and
when | wal ked through them and |'ve got horses in them and |
have friends that are there that | see themas a fire

hazard. And it's very concerning to ne.

MR, DIMARCO  Well | understand that. |'m not
trying to be facetious here. |1'mlooking for a solution as
well as you are. | will imediately start with the city and

find out what we can do.
CHAI RVAN SHAPI RO Wel | why don't you find out
t hat perhaps maybe what you could do is replace those barns

and put prefab barns simlar to what Bay Meadows did on

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

37
their infield or something --

MR. DI MARCO That's exactly what we're talking
about .

CHAI RMAN SHAPI RO:  -- |ike that which at | east
woul d be habitable for the horses and not be a fire hazard.

COW SSIONER HARRIS: | think it's inmportant too
that the city realize that the horsemen and the trainers and
t he whol e backside community has a stake in this.

CHAI RMAN SHAPI RO That's right.

COW SSI ONER HARRI'S:  This isn't just some little
project that Santa Anita is doing. |It's a health and safety
thing for those people and horses.

VI CE CHAI RVMAN MORETTI: |Is there an appeal s
process for this historical --

MR, DI MARCO Historic thing, no. Unfortunately
in free Anerica today your nei ghbor can decide to declare
your property a historic nonunent. That's what has happened
here.

COW SSI ONER AMERMAN: | can renenber a coupl e of
years out probably nore than that, five, six, seven years
ago. We went down to Del Mar where there was a simlar
problemto what we have in the back stretch at Santa Anita.
And we suggested that you take several barns and repl ace
them and nove on. They have been very successful in doing

t hat .
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MR, DI MARCO Wl |l okay, one of the problens with
that is under CEQA you cannot do pieceneal devel opnent. Now
once this Caruso project is finished and the EIR is
approved, part of the situation will be that they'll be two
separate parking. One Santa Anita track parcel, one
shoppi ng center parcel

We might be able to proceed at that tinme to file
our own EIR and get the whole thing cleared up. But in the
meantime for i mediate renedy, yes, |I'mworking with the
city to see if we can't tear down the ten barns and put in
t emporary barns.

COW SSI ONER ANDREINI: By the tinme the Caruso
thing is over we'll have whiskers down to our knees.

COW SSI ONER AMERMAN:  What you're saying is that
by 2011 we'll get around to what is so inportant to
t hor oughbred racing. And that is not acceptable.

MR. DI MARCO  Well | understand that and |'Il say
it again. Tonorrow norning I'Il be back over at the city
and see if we can't do sonething --

COW SSI ONER AMERMAN:  Don't |eave until you get
t he approval .

MR. DIMARCO -- on a tenporary basis.

CHAI RMAN SHAPIRO. M. Dimarco | think that you
can get the sense of this Board that, A we're inpatient and

that B, we're very frustrated to see where the circunstance
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MR. DI MARCO |'ve been working with this Board
since 1988 | understand that sir.

CHAI RVAN SHAPI RO: | know that M. Dinmarco. And
what |'malso saying to you is that | think we are offering
that if we need to come in and help you with the city in any
way that we can so that they can best understand the need of
horse racing and | would assume that the city of Arcadia
enj oys sone benefit from horse racing being there.

MR, DI MARCO  Absol utely.

CHAI RMAN SHAPI RO:  That they shoul d understand
that this is not a want this is a need. And we have to push
this forward.

COW SSI ONER AMERMAN:  Have the people who are on
the city council toured the backstretch with you?

MR, DIMARCO Not with me, | don't know if they
ever have.

COW SSI ONER AMERMAN:  Have they gone with anyone
at all? 1 would suggest that you take them and go through
the barns and see what is there and the necessity of
changing in the near-termfuture.

MR. DI MARCO Well we mght be able to approach it
on that kind of health and safety basis. | would agree that
that's --

VI CE CHAI RMAN MORETTI: | think that's an
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outstanding idea. Bring the fire department with you, the

health and safety organi zations with you, the state and

[ ocal --

MR. DI MARCO  The fire departnment tours of al
the --

COW SSI ONER AMERMAN:  You want to keep them away
| know but --

CHAI RMAN SHAPI RGC: Al'l right, okay, look I think
the point is mainly that we need to see nobre action. W
need to see nore vigorous action and in fact what 1'd |ike
to do is have a report on this at the next Board nmeeting to
know what progress has been done in the 30 days between this
nmeeting and the next neeting.

MR, DIMARCO All right sir.

CHAI RVAN SHAPI RO:  And | think that this Board
shoul d be nore demanding on this issue to see progress. And
again, we will go with you if, you know, you want one of us
to come with you and explain the problem we will do that.
Per haps you coul d get your good friend Samy to your left to
hel p advocate for the needs since he certainly understands
it. And M. Liebau there is --

MR. LI EBAU. Just one short comment about nmy
ammesi a okay (Il aughter).

CHAI RMAN SHAPI RO You know what, we've got a |ong

agenda.
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MR. LI EBAU: | understand.

CHAI RVAN SHAPI RO Go ahead.

MR. LIEBAU. It'll only take a minute. | think
that one thing that ny friend here has forgotten is that
both of us tried to tell Frank Stronach that there was no
way in hell that those barns were going into the north
parking | ot.

CHAI RMAN SHAPI RO Okay, well --

MR, LIEBAU:. And that's there's no way in hel
that the dorns are going to be built on the coll ege.

CHAI RVMAN SHAPI RO:  That, that --

MR. LI EBAU. But be that as it may, | would as
having an interest in this as far as Hol |l ywood Park is
concerned, | really don't know whether it's a good idea to
have everybody go over there in that backstretch because
got to tell you, |I've got to store, have horses training
there and | don't want it shut down.

CHAI RMAN SHAPI RO Your point is well taken
M. Li ebau.

MR. LI EBAU. Ckay, thank you.

CHAI RMAN SHAPI RO:  All right but, okay. | think
M. Liebau's point is well taken

MR. DI MARCO  Ckay, just one nore coment on this.
The fire marshall inspects the place regularly. There are

no problens. W can't get our licenses without the fire
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marshall's inspection. So | --

CHAI RMAN SHAPIRO.  All right, let's not argue over
that M. Dinmarco.

MR, DIMARCO | will get out there and do ny best.

CHAI RMAN SHAPI RO All right, thank you
M. Di marco.

MR. DI MARCO  \What el se --

COWM SSI ONER HARRI'S:  Before you page through this
poi nt though, because actually the agenda itens are kind of
what all they're doing, which referred to the shopping
center and sonme of the backstretch. But could we also get a
report on where they all are on the synthetic track.

VI CE CHAI RVMAN MORETTI: Exactly, someone read

t hat .

CHAI RVMAN SHAPI RC:  Okay.

MR. DI MARCO That's not ny departnent so sonebody
else will answer that.

COW SSI ONER ANDREI NI : M. Chai r man.

CHAI RMAN SHAPI RO Yes.

COW SSI ONER ANDREI NI :  Look before we go to the
track et ne ask M. Charles --

CHAI RMAN SHAPI RO  Go ahead.

COW SSI ONER ANDREI NI :  You know, M. Charles, ny
first neeting was in Novenmber of 2006. And at that tine

Chai rman Shapiro castigated Santa Anita for having a
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depl orabl e backstretch and that sort of thing. And you were
there and I was here. Thank you. And you, and you said
that by April of 2006 you were going to come back with your
pl ans about what was going to happen. And then at that tine
you said you were going to go full speed ahead and build
these two new barns and bl ah, blah, blah.

And not hi ng has happened. Nothi ng has happened.

I nmean | hear what everybody says and the Caruso project is
wonderful, it's beautiful. But nothing has ever cone from
the coments that you have made here. And it's, it's so

i mportant to ne as a conm ssioner here for you and Santa
Anita to fulfill those promises. O what are we tal king
about, about this synthetic track? Wen are you going to do
that? Next year or the year after, | nmean, why can't these
prom ses be fulfilled? That's my, the glaring question that
bot hers ne.

MR. CHARLES: And that's a fair question and
appreciate it. Certainly at the tinme when | nade the
commtnent to begin to do two new barns we had every
intention to do it. Frank Stronach had approved the funds
to go ahead. Unfortunately we ran into the city.

The problenms that were faced with the city that we
really didn't understand were out there. | did informEd
Hal pern that we would not be able to at |east until we could

get by these hurdl es.
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Nunber one, with regards to the synthetic surface
we are on record as saying we will conply. It will be going
during Del Mar of next year just as Hollywood put in their
synthetic track this year. We will be putting in our
synthetic track next year during the Del Mar Race Meet.

CHAI RVAN SHAPI RO: Wl | --

VI CE CHAI RMAN MORETTI: Could | ask --

CHAI RMAN SHAPI RO Can | ask a follow up question
tothat? | read in Owmer Circle Magazi ne. There was an
article witten by M. Couto that said that it wasn't going
to happen until 2008. Now | don't know, are you, are we
hearing here that Santa Anita will in fact install the
synthetic track in conformance with the nandate of this
Board by the end of 20077

MR. CHARLES: That's correct.

CHAI RVAN SHAPI RO.  Okay.

MR. CHARLES: Unfortunately | spoke to M. Couto.
Vet her there was a miscommunication or the article that he
wrote | can just clear it up right now by saying we are
clearly and we are going to put in a synthetic surface in
2007 and will have to be during the time of Del Mar as
Hol | ywood did this year.

VI CE CHAI RMAN MORETTI: Ron could | just ask you,
| understand what you just clarified and that's good. But

apropos M. Dimarco's conments, and | too was very inpressed
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with the Caruso project. | nmean it's absolutely stunning
and beautiful. And | can't wait for it. However, are the
probl ems that he is encountering with the permts for the
backsi de, are those pernmtting problens going to affect the
synthetic track?

MR. CHARLES: None what soever.

VI CE CHAI RMAN MORETTI: So it's separate?

MR. CHARLES: The synthetic surface will go in.
They have nothing to do with the problens that we're faced
with the EIR and di spute between the Caruso project and the
Westfield.

VI CE CHAI RMVAN MORETTI: Do you have the pernits
for your track already or are you on tap to get thenf?

MR, CHARLES: No. There again, we wouldn't even
begin putting in the synthetic surface until July. W're
nmeeting up at Golden Gate tonorrow. And we'll be discussing
along the lines of starting the preparation for the
synthetic surface going into Santa Anita.

CHAI RMAN SHAPI RO  Have you sel ected a vendor yet
for Santa Anita?

MR. CHARLES: No we haven't.

COW SSI ONER HARRI S:  What woul d the concept be
that you do that while Del Mar was going on to make a --

MR, CHARLES: It's the only tinme John that you can

do that because this year we actually was the year that we
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were supposed to be closed. Wl when Holl ywood stepped up
and put in their synthetic surface we did agree to take, to
all ow the horses to conme over to Santa Anita. W had all of
our were to be closed. However, you know, in the spirit of
trying to help the industry and certainly Hollywood putting
in a synthetic surface is going to help the industry. W
agreed to stay open. Next year Hollywood will be open and
we'll put it in during that tinme.

CHAI RMAN SHAPIRG:  All right.

COW SSI ONER AMERVAN:  1'd |ike to hitchhike on
the Chairman's idea of next nmonth you conme back and report
to this Board about what's been done in the past 30 days.

But nore inportant than that is what your tinetable is going
forward for the backstretch. It just strikes nme, it has
been a long tinme and we need a plan that has to be approved
by the city or whatever. Who can help us do this. It's got
to be put together so that we all understand where we are.

MR. CHARLES: And that's a fair statement. And we
will come back to you at the next Board neeting and |l et you
know exactly where we are with the city, where we are with

the historical society and what we believe we can and can't

do so at least you'll understand that at no time fromthis
poi nt moving forward will be anything that we do that slows
this project dowmm. We will keep you fully abreast as to

exactly what the situation is.
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CHAI RMAN SHAPI RO:  Well please don't wait until
the 29th day before the neeting. You know, keep us abreast.
And again, | invite you if you need sonebody fromthe Racing
Board to explain to the city of Arcadia the inportance of
this to themand to us, you know, you should avail yourself
of our help. Because they need to understand how i nport ant
this is.

MR. CHARLES: | appreciate that and we will, we'll
take you up on that.

CHAI RMAN SHAPI RO.  Okay, all right. Thank you.

MR. CHARLES: Thank you.

COWM SSI ONER AMERMAN:  |s the state of California
if they have to make any live up to sone requirenents
relative to stormwater runoff?

MR, CHARLES: Yes, yes.

COW SSI ONER AMERMAN:  That that's going to cost a
consi der abl e ambunt of noney.

MR, CHARLES: Well and it's rather than getting
into the details it's very conplex. Part of the reason that

we are, you know, in addition to, at the same tine of

putting in all new stables that will also cure the problem
so that the water won't run off which will be an additi onal
20 million. So it's nore of an incentive for us to put all

new, brand new, state-of-the-art stables, barns that are

simlar to what are at CGul fstream right now.
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COW SSI ONER AMERMAN:  That's a $20 mllion

problem And a synthetic track, is that an $8 nillion

probl enf?

MR, CHARLES: Roughly.

COW SSI ONER AMERVMAN:  Or whatever. | nean, the
finances of, | mean |'mnot interested init. | mean,

there's a lot of noney that has to cone out.

CHAI RMAN SHAPI RO: Conmi ssi oner Amerman | think we
ought to, at this point why don't we let them conme back to
us and see what we've got. And no doubt it is expensive and
I think that they'll have to explain that. But at this
point let's see that they can't give us a plan and cone back
and report to us and try to nove al ong.

MR, CHARLES: Yeah, and we will keep you inforned,
you know, well before the next hearing so that you'll know
exactly where we are prior to the neeting.

CHAI RVAN SHAPI RO  Okay, thank you. I'd like to
nove al ong to agenda item nunber three on the agenda which
i s discussion regarding racing prograns and feasibility of
adjusting entry tinmes at California racetracks.

COW SSI ONER HARRI'S: | was the one that suggested
that we put this on here and we've got a big agenda and
don't want to spend too nuch time on it. M point of
looking at it was | felt that further ahead entry tinmes may

wel | have some positives relating to nedication and the
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pl anning the horse's training schedul e and publicizing races
and all kinds of reasons.

| was a little dismayed that when | put it out to
the racing secretary that they sort of acted |ike any change
for the 40 hour entry was akin to a nucl ear disaster or
sonmet hing. But apparently they have cone around and with
counseling how the park is now going to go to a 72 hour
entry which I think is a big step forward

I think we need to |look toward forwarding it, even
maybe 96 hours would be better. But | thought it would be
good to have on the agenda to get people thinking outside
the box and the traditional ways and | ook at the pluses and
m nuses and to be analytical rather than dismssing it out
of hand. \Which is what has happened.

CHAI RMAN SHAPI RO Do any of the comn ssioners
have any other conments? M. Hal pern.

MR. HALPERN: Ed Hal pern, California thoroughbred
trainer. Good norning commi ssioners. M. Harris took the
words right out of nmy nmouth so | don't need to say very
much. | will add to that that Del Mar has indicated that
they plan on going to a 96 entry, hour entry time, five days
a week. And because of the schedule on this | just
necessarily go to a 72 hour entry tinme one day a week. But
at the nonent that's the plan.

We have been having neetings and will continue to
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have neetings bringing the vets and the racing secretaries
together. A lot of progress has been made. And we are
noving forward to extend the entry tine. And | think we're
going to see that happen.

CHAI RMAN SHAPI RO:  Okay, thank you. |tem nunber
four on the agenda is a report of the strategic planning
committee. Earlier this week | distributed to the Board a
report on the strategic planning conmttee neetings. | wll
just read that for the rest of the audience so that there
can be full know edge of what took place.

This year unlike past years the strategic planning
and race dates comrttee net on numerous occasions with the
vi sion of pushing the stakeholders in the industry to accept
change in the traditional racing cal endar

As expected with change conmes uncertainty and
difficulty to some. In northern California the primry goa
was to reduce the nunber of days during the inclenent tine
of the year and also to try and create a conbi ned racing
fair programthat would result in |less racing events and
larger field sizes.

Recogni zing that 2007 is likely the |ast year of
operation for Bay Meadows we accepted that the process of
change will be a series of steps and 2007 is the first step
in the process. A total of eight racing days were

elimnated in northern California at CGolden Gate and Bay
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Meadows. Additionally either four days will be elim nated
fromconmbined racing fairs. O 45 |ess thoroughbred events
wi |l be conducted.

We also elimnated nore of the overlap during the
fair racing period. Those fairs that were previously
overl apped or portions of their neetings and which have
proved to be the weakest performers in the past have been
told and have acknow edged and accepted that if they do not
significantly inprove in 2007 they will not be awarded dates
thereafter.

Further the fairs understand that they need to
make an invigorated effort to inprove their facilities,
adjust their racing dates all to the benefit of racing.
Raci ng cannot be dictated by fair activities. And they need
to produce for the benefit of racing.

In southern California essentially the sanme
cal endar that exists in 2006 has been recomended in 2007
albeit with a few less days in the wi nter nonths.

Again a conscious effort was nade to try some four
day weeks to see if that would provide larger fields and
better racing during the inclenent periods. As stakehol ders
and entities refined the calendar -- all stakehol ders and
entities refined the cal endar except for Bay Meadows
Operating Conmpany on behal f of Hol |l ywood Park.

Hol | ywood Park felt that they should have the 17th
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taken the position since they installed cushion track first
they deserve to be rewarded with what they call the sw ng
nmeet .

The race dates comittee voted unani nously that
Santa Anita should continue to operate with additional 17
weeks and weekends they have had since 1980 with only two
exceptions.

As Chairman of the Strategic Planning and Race
Dates Conmittee | believe that we deliberated over all the
issues to conme to a fair, the nost fair reconmendation as
possible. W felt that it is critical to the success of
racing to put racing dates at venues that are nost desired
by live fans and will attract the nbst wagering and the
hi ghest purses.

Santa Anita clearly denonstrated that in 2006.
VWhile we are hopeful the cushing track will rejuvenate
racing interests at the Holl ywood Park that has yet to be
seen and should not conme at the expense of Santa Anita in
2007.

The committee voted unaninously to recommend these
cal endars for full adoption to the Board. Now this agenda
itemactually leads into the next agenda item which is the
race dates issue.

First, do the nenbers of the commttee wish to add
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anything to that report? |If not so then | suggest that what
we do is we go into item nunber four on the agenda which is
consi deration of race dates.

Clearly there has been a trenendous outpouring of
e-mails and calls and letters with respect to the issues
pertaining to the southern California racing cal endar

So for that reason I'd like to at least try to
di spense with the northern California racing cal endar, the
harness raci ng cal endar and the quarter horse racing
cal endar first.

COW SSI ONER MOSS:  Yeah I'm sorry, M. Chairman.
| believe |I have to recuse nyself fromthis discussion only
because | have been on a horse with M. Stronach. So would
you call me when you're --

CHAI RMAN SHAPI RO:  Absol utely, thank you
Conmi ssi oner Moss.

COW SSI ONER MOSS:  Thank you, thank you

(Conmi ssi oner Mbss exited the
nmeeting room)

CHAI RMAN SHAPIRC: So if we can | would like to
address for the race dates if we could just start with the
southern California night industry cal endar

I ncluded in everybody's packet is a cal endar that
shows Los Al amitos quarter horse racing a total of 208

ni ghts during the year. Beginning on Decenber 26th and
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continuing through Decenber 23rd (sic). |If there is no
objection | would entertain that this cal endar be adopted by
t he Board.

VI CE CHAI RMAN MORETTI: | would nove to --
COW SSI ONER AMERMAN: | second it.

CHAI RMAN SHAPI RO.  Second, all in favor --
COWM SSI ONER HARRI'S: | would just -- |
unfortunately probably wasn't at all the nmeetings but was
there any thought by the quarter horse conmunity of they

wanting a Christmas break or --

CHAI RVAN SHAPI RO There was no di scussion of it
And this the cal endar that they advocated. And | believe
that this is what the night industry has had historically.
And they all seemto be happy with it.

COW SSI ONER HARRI' S:  Ckay.

COW SSI ONER AMERMAN:  There was no suggestion at
all of having a long Christmas break

CHAI RMAN SHAPI RO As our one quarter horse
aficionado | assume that this is what the quarter horse
peopl e --

VI CE CHAI RMAN MORETTI: Ron's here.

CHAI RMAN SHAPI RO Wel | perhaps M. Bl oenig on
behal f of Los Alamtos is that what --

MR. BLOENIG M. Chairman, as a menber, Ron

Bl oeni g on behalf of Los Alam tos Race Course. This is the
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cal endar that we would prefer and our horsenen and
hor sewonen woul d prefer as well. Thank you.

CHAI RMAN SHAPI RO  Great, thank you.

COW SSI ONER HARRI' S: Maybe we can get Ron Bl oenig
to sing, I'll Be Home For Christmas. (laughter)

CHAI RMAN SHAPI RO:  Okay, therefore there's a
notion, there's a second, all in favor of adopting the
quarter horse cal endar --

(Ayes)

CHAI RMAN SHAPI RO Okay, | ooking at the northern
ni ght industry cal endar, which is the harness racing
cal endar, the harness cal endar shows a total of 202 dates.
There was no comment to this calendar as well. | see that
M. Reagan is there.

MR, REAGAN: M. Chairman and conmi ssioners just
this week the harness folks in Sacramento | et us know their
actual intentions for the first half of 2007. And it was a
little different fromwhat you see in your package.
Essentially they're going to start on the 28th of Decenber.
Run the 28th, 29th and 30th of Decenber and then run the
rest of the schedule through July. That's as far as they
get, through July.

And what it is next nmonth you're going to see an
application fromthem for those dates. So | thought rather

t han havi ng sonething to prove today that wasn't copacetic
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with what they're going to be asking for next nonth.

VWhat they've actually done is they dropped all of
the Sundays in January, February, March, April, My and June
and July. And they will actually be asking you for 118 days
from December 28th through July 28th. | have an updated
cal endar here with me but that is what they' re going to be
asking for next nmonth. And | thought it m ght be useful if
that was addressed today.

CHAI RMAN SHAPI RO Well M. Reagan do you know why
we had all these neetings. They didn't participate. They
didn't cone. And now on the day of the nmeeting that we're
going to adopt this they're giving us a revised cal endar?

MR, REAGAN: | cannot explain that sir

COW SSIONER HARRI'S: | agree it's not correct
procedure but can we just table that the night of --

CHAI RMAN SHAPI RO:  Yeah, we will --

COVMM SSI ONER HARRI'S:  -- approval, if they accept
the night harness at the table the next neeting.

CHAI RMAN SHAPIRO: -- | agree with Comr ssioner
Harris. W will table it. But would you please |let them
know that, you know, that in the future we're not going to
accept things that are just handed to us the day of the
nmeeting. And this is not your fault | understand. But we
don't appreciate that.

MR. REAGAN. That's fine --
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CHAI RVAN SHAPIRO: W will defer the matter of the
ni ght harness racing cal endar

MR. REAGAN. Very good.

CHAI RVAN SHAPI RO Thank you. All right, in the
north as | recall fromthe neetings that we had for the
northern thoroughbred cal endar we had two options.

One was a total of 276 race dates, which included
45 events cut out of the thoroughbred cal endar and the other
one was that there would be 272 race dates. And we were to
hear back fromthe applicable Northern California fairs and
horsenen as to what their, their pleasure was.

COWM SSI ONER HARRI'S:  Was there two different? |
didn't really --

CHAI RVMAN SHAPI RO:  Yes, there were two different
calendars. And if you |l ook in your packet the first one
shoul d show a total of 77 racing fair dates and the one
behind it should show 73. You got it? John, are you ready
to go?

COWM SSI ONER MOSS:  Yes.

CHAI RVMAN SHAPI RO Okay.

COW SSI ONER MOSS: |' m okay.

CHAI RMAN SHAPI RO M. Barkett.

MR. BARKETT: Yes, good nmorning, M. Chair
Conmi ssioners. Joe Barkett, general manager of the Sol ano

County Fair representing the California Authority of Racing
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Fairs. At the strategic planning neetings, as M. Shapiro
just indicated, the fairs after neeting with the mjor
associ ations and the thoroughbred horsenmen's group cane up
with a plan for 77 dates of fair racing. The strategic
pl anni ng conmmittee reconmended 73 dates of fair racing. And
that, the difference between those two proposals was one day
of racing at San Mateo Fair, one day of racing at Stockton
Fair, one day at Vallejo and one day at Pl easanton

We asked the comrmittee at that tine if we could go
back and work with each other to try to cone up with a plan
to reduce by the equival ent of four days of racing. It
m ght have included those four days, it mght have included
reducti on of actual racing events at fairs.

The cal cul ation by the way of the nunber of
t hor oughbred races at fairs per day when you do not count
t he Hunbol dt County Fair is 7.9.

CHAI RMAN SHAPI RO Can | ask the people that are
talking off to the side or wherever it is to go on out of
the room so we can hear. Thank you. Go ahead, |'m sorry.

MR. BARKETT: W took the Humbol dt County Fair out
of the calculation. |f you put Hunmbol dt County Fair in the
fairs average 7.4 thoroughbred races, w thout Hunbol dt
County Fair they average 7.9.

The fairs, without belaboring this, the fairs net

and have cone up with an agreenent as to how they wanted to
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approach your wi shes. Basically Stockton has agreed that it
will give up the date June 13, Vallejo has agreed that it
will give up the date July 13, San Mateo Fair has agreed it
will give up the date August 20, just as was proposed by the
strategi c planning comrttee.

The one difference is that for Pleasanton we did
not think it was in the best interest of racing to give up
the day on July the 2nd and in lieu of that we propose that
we will reduce at the Santa Rosa Fair, the Pleasanton Fair
and the Fresno Fair a total of eight races, the equival ent
of one nore day. And that is what our proposal is, that is
our response to the strategic planning comrittee's
recommendat i on.

CHAI RVAN SHAPI RO Okay, thank you, M. Barkett.
Are the horsenen in favor of this?

MR, COUTO  Good norning, Drew Couto on behal f of
t he Thoroughbred Omers of California. M. Bachman has
advised nme that this plan is acceptable to the Northern
California contingency and therefore we recommend that it be
approved.

CHAI RMAN SHAPI RO:  Thank you. Any coments?

COW SSIONER HARRIS: [I'ma little concerned on
the races per day or the races per neet or whatever. So
nost of it just depends on the inventory of any given race

the secretary has. Particularly at Fresno this season they
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had very big field sizes and they did have a need to run
nore races, which |I think they requested to do and they got
it.

But it just doesn't seemright that a neet like
Fresno that is having a successful season is restricted on
how many races they can run a day because they're the end of
the fair circuit. A lot of the people that are racing there
need the noney to ship out someplace and it doesn't really
i mpact other, you know, subsequent neets that much. So
woul d hate to see Fresno included in that cut just because
CARF t hought that was a good idea.

MR, BARKETT: |In response to your comments,
M. Harris, | think the fairs would very nmuch agree that
they would prefer not to elimnate eight races from Santa
Rosa, Pl easanton and Fresno. W are not confortable at al
but that is in the best interest of fair racing or horse
raci ng.

COW SSI ONER HARRI'S:  Why did you propose it then?

MR. BARKETT: W proposed it because we were
basically instructed by the strategic planning comittee
that we should conme back with either those four days gone or
t he equi val ent sonehow of those four days.

COW SSI ONER HARRI'S:  Well | don't think you were
i nstructed, were you?

COWM SSI ONER AMERMAN: Do | understand you
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correctly that you end up with 74 days as the recomended
pl an at the present tinme?

MR. BARKETT: We would end up with 74 days and
then ei ght races reduced.

COW SSI ONER HARRI'S:  And | personally think that
cutting sonme of the days m ght make nmore sense. Like for
i nstance the Bay Meadows Fair, which is really not that tied
into the San Mateo County Fair anyway. | just can't see the
| ogic of giving them six day weeks, you know, other than the
fact that it overlaps Del Mar. But if we're cutting a | ot
of the racing associations to five day weeks why shoul d Bay
Meadows Fair get six day weeks?

MR. BARKETT: Well we did cut one day fromthe San
Mateo Fair.

COW SSI ONER HARRI' S:  Yeah, but why not two.

CHAI RVAN SHAPI RO The notion here was that we
| ook at these various, you know, field sizes in the north
and in the fairs that have been struggling.

COW SSI ONER HARRI' S:  They aren't at every fair
Some fairs do and some don't.

CHAI RMAN SHAPIRO: | agree with you, | agree with
you. And it was designed so that those fairs that are not,
are struggling would be cut. It was not designed to, for
i nstance, cut any races fromthe Fresno, which had a great

nmeeting and had a | ot of horses.
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COWM SSI ONER HARRI'S:  But CARF cane back with
t hat .

CHAI RMAN SHAPI RO Yet CARF is com ng back and
saying, | think, that they want to cut out of fairs where
they can, they can do it.

COW SSIONER HARRI'S: It seens |ike the ones
you're cutting are the ones that probably had sone of the
better neetings. W need to really see the data on it but
it seenms |ike you're sort of shooting the survivors.

MR. BARKETT: The four days that were proposed to
be cut arguably were target days that if days had to be cut
those probably would be the best days. As | said, three of
the four fairs went along with that. Pleasanton felt very
strongly that it was not in the best interest of their fair
or racing for that day to be cut and we came up with the
best alternative to that we coul d.

CHAI RMAN SHAPI RO  Well isn't that day, the day
that was proposed for Pleasanton is a day that they are the
only track operating in the state?

MR. BARKETT: Well that was true when we were
tal king about it. Now | understand that may not be true.

CHAI RMAN SHAPIRGC:  Well, | don't knowif that's --
I nmean right now as we sit here they are the only track
operating in the state. So there is no simulcasting and it

was purposely chosen to be a date because in likelihood the
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revenue generation was not going to be trenmendous. And it
woul d, again, provide future racing opportunity and
hopefully larger field sizes for the fairs that followed.

MR BARKETT: We understand and it was an issue of
significant, lengthy discussion on the part of all the
fairs. | will let Pleasanton speak for their --

CHAI RMAN SHAPI RO  Well hold on. Wat | would
suggest is perhaps what we should do is adopt a comnbi ned
fair racing cal endar and not get bogged down in this detai
and |l et there be further discussion and tweaking of the
cal endar as we move on. Perhaps if Comm ssioner Harris
suggestion is a good suggestion or sonebody el se wants to
weigh in on it. But what | would suggest is that we adopt
these dates but we reserve the right to come back and nodify
themif there is a denpbnstration of a reason to do that.

COW SSI ONER HARRI'S:  Which ones? The alternate
ones or the --

CHAI RVAN SHAPI RO:  No, the 73. The cal endar that
has the 73 race dates on it.

COWM SSI ONER HARRI'S: So we're adopting those. |
mean, it just seens tough to give, say, Pleasanton, which is
one of the major fairs up there, fewer days than they have
had and absent sone data showi ng that they're not putting on
a good program which maybe you have.

MR. COUTO  Again, Drew Couto, Thoroughbred Omners
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of California. |If | could share with the Comm ssion how
much tinme and effort was put in by everyone involved in this
process, both the racing associations, the fairs and the
hor senen.

CHAI RMAN SHAPI RO.  And us.

MR. COUTO  Yes, absolutely, and the Horse Racing
Board. And | think we were shepherded quite well by the
dates commttee and the strategic planning conmittee and we
appreciate that very much. But they gave us a task and we
sat together on nunerous occasions and worked through a
nunber of iterations of calendars. Everyone conceded dates
they didn't want to but we worked together for the greater
good.

The idea was to reduce sone of the racing
opportunities in the hopes of consolidating i nventory and
increasing field size overall for everyone, not sinply a
certain fair or a certain racing association but for the
entire circuit.

We came down to this issue on the fairs and there
were varying views about howto solve it. Wen | think the
collective wi sdom of the group was to | eave sonme flexibility
to the fairs because they actually understood their system
better than the rest of us. To |leave sone flexibility to
the fairs to develop this nodel that they put in front of

you.
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Whi ch again, given the assignnent, we all felt, we
still feel that it is the best calendar for Northern
California for 2007. Tinme will tell if we made the right
assunptions or not but no one is conpletely happy. That's a

good sign of a conpromise and | think we've got one that we

hope the Board will support. W think it will inprove
racing overall in the northern zone for next year, thank
you.

COW SSI ONER HARRI'S:  Am | understanding this
correctly that Stockton will run conpletely non-overlap this
year ?

CHAl RMAN SHAPI RO:  Yes.

MR. COUTG That's correct. That was one of the
primary objectives was to get fairs that had traditionally
been overl apped out from under the overlap to give them an
opportunity to prove how viable they are on their own. And
in order to acconplish that other concessions and ot her
mani pul ati ons had to be undertaken. But yes, Stockton is
out from under overl ap.

COW SSI ONER HARRI'S: It just seenmed inconsistent.
I know there's counter-argunents that you conpletely non-
overl apped Stockton but you didn't change the overlap of
Fresno at all.

MR, COUTO Well it may | ook inconsistent but the

guestion was the continued viability of two fairs in the
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north, one of which is Stockton. Fresno is not one of those
in which the continued viability is in question. So we knhow
that Fresno is going to be around. W wanted to give
Stockton its greatest opportunity to succeed on its own if
it's possible and that neant we had to clear it and not
Fresno.

CHAI RMAN SHAPI RC: John, Commi ssioner Harris, if |
can just add. The |logic was, put up or go away and we deal t
with this. 1In the case of Vallejo and Stockton this is
their year to show that they can be viable. W took away
all the obstacles. W said, okay, you've said it's because
of overlap, you've said it's because of this. And they have
agreed that if they do not have significant inprovenent they
are not com ng back to ask us for dates.

COW SSIONER HARRI'S: | wouldn't bet on that.

CHAI RVAN SHAPI RO:  Wel |, then let's have them come
up and --

COW SSI ONER HARRI'S:  Can we get a conmtnent from
sonmebody on that?

MR, BARKETT: M. Shapiro, putting on ny Vallejo
hat. Stockton has made conmitnents in the nature of what
you st at ed.

COW SSI ONER HARRI' S:  Can you restate that.

MR, BARKETT: And they, you know, M. Wite is

her e.
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CHAI RMAN SHAPI RO:  Perhaps M. White can cone up.

MR. BARKETT: The characterization of Vallejo is
not accurate. Vallejo is in the process of trying to
determ ne whether it can nake significant investnents inits
facilities or not.

CHAI RMAN SHAPIRG: | stand corrected.

MR. BARKETT: Okay.

CHAI RMAN SHAPI RO You are correct. | believe the
commitnent fromVallejo is that by this tine next year you
will be in the position to denpnstrate a plan of action to
i mprove your facility such that it can be a viable player.

If you cannot prove and show a plan of action that includes
the noney then you are not going to ask for dates at that
time until you can do it for racing at Vallejo. 1Is that
correct?

MR. BARKETT: That is pretty close to correct. W
commit we are going to come back with a plan. The reason
the reason that | am equivocating is because words can be
used to nmean things that weren't understood between the
parti es.

CHAI RMAN SHAPI RO:  Ckay.

MR. BARKETT: We have committed to com ng back
with a plan for significant inprovenents to our facility.

CHAI RMAN SHAPI RO:  Okay, but wait a minute. That

commi t ment nust include an action plan that shows that it
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isn't just a nice rendering that is on an a piece of paper
but rather we have the noney, here is the source of the
nmoney, this is what we are going to do and this is when we
are going to do it by. Because if you are just going to
come back with some beautiful renderings that is not going
to fly with us.

MR. BARKETT: We agree. We will have an action
plan if we are going to go forward.

CHAI RVAN SHAPI RO. Okay. And if you don't have an
action plan then you understand and you are accepting that
this Board nmay likely not award or entertain dates at
Vallejo until there is such a plan or we can see that
Val l ejo can contribute to the betternment of horse racing
better than it does today. |Is that correct? That woul d be
a yes, thank you.

MR. BARKETT: Yes, that's correct. And | would
say, M. Chairman, that | am hopeful that we will be here
even sooner than you would anticipate with sonething.

CHAl RMAN SHAPIRG: And we are too. And we are
too. Now perhaps M. Wite can weigh in. M. Wite, did
not characterize it properly that what we agreed was to give
you 2007 un-overl apped. This is your chance to show that
Stockton is going to do great things. But if you don't you
are agreeing that you understand that we are not going to

|l ook to allocate dates to Stockton in 2008.
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MR. WHI TE: Yes and -- Yes, but.

CHAI RMAN SHAPI RO:  Yes. Let's not do that yes and

no thing.

MR, WHITE: Yes, and it's just a question of what
is significant. But | will say that this is the comr tnent
and | will agree with you.

CHAI RMAN SHAPI RO:  Ri ght

MR. WHI TE: That we're going to, you know, get un-
overl apped. We're going to nake a commtnent to do the best
job we can. If it is acceptable then we hope to stay in our
same dates. |If we're marginally successful, we've talked
about that we would nove if Bay Meadows went away possibly
to the Septenber dates to free up the early sumrer. And if
we are not marginally even better or if it's bad then we
woul d | ook at some sort of consolidation and then going out
of business as a live track, yes.

CHAI RMAN SHAPIRO:  All right. Then | amgoing to
assune that was a yes.

MR VWH TE: Yes.

CHAI RMAN SHAPI RO.  Thank you.

MR. WHI TE: And we have al so pl edged that any

additi onal revenues that we do make fromthis year forward

if we stay in business will automatically be put back in the
facility. So we will be revenue neutral. Watever we
generated last year will be our base. Anything above and
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beyond that will automatically go back into inmprovenents
agai nst a loan for mmjor inprovenents.

CHAI RMAN SHAPI RO Right, thank you.

COW SSIONER HARRI'S:  |'m not sure that the Board
is aware of this but so much of the revenue fromany track
is derived fromthe hosting, of being the host for all the
ot her revenue going on in their zone. That's the reason
that tracks don't like to be overlapped is they either don't
get any of it or they don't get part of it. So it's a huge
revenue swing if you get overlapped or you don't get
over | apped.

VI CE CHAI RMAN MORETTI: Well | think that's why, |
mean we asked the fairs, we told themwe want to work with
them we want sone creative thinking. W wanted to give a
bl ock of tine to the fairs so that they could nmake sone
suggestions as to what would be best for them And | thank
you for com ng back with your cal endar and | would be
willing to support their 74 days.

MR, BARKETT: Well thank you. And | thank
M. Harris for remi nding me of sonmething | forgot to nake
clear. And that is, of those three days that the fairs have
agreed to not race they will be considered as the host for
that day, the host signal. | just wanted to clarify that.

CHAI RVAN SHAPI RO Right and that's true.

MR. BLOCENIG M. Chairman and nenbers, Ron
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Bl oeni g on behal f of the Al aneda County Fair at Pl easanton.
I am here to ask that Pleasanton not be reduced to ten days
but to stay at el even days, which would be, in effect,
endorsing the plan offered by M. Barkett. Pleasanton is in
a different situation, | believe.

CHAI RVAN SHAPI RO M. Bl oeni g?

MR. BLOENIG | believe that Commi ssioner Moretti
just made a nmotion that would allow that to occur. So why
don't you hold on a second and let nme see if there is a
second. You nmay not have to go into your --

COW SSI ONER AMERMAN: | second the notion.

CHAI RVAN SHAPI RO There is now a second.

COW SSI ONER HARRI' S:  What was the notion?

CHAI RVAN SHAPI RO The notion was --

VI CE CHAI RMAN MORETTI: My npotion is to adopt
the --

CHAI RMAN SHAPI RO To adopt the plan that
M. Barkett brought forward.

VI CE CHAI RMAN MORETTI: As an adjustnent to the
two, the proposed Northern California fairs and the
alternative. The adjustnent made by the fairs. The
suggestion is to give themthe 74 days, which would all ow
Pl easanton to have their days.

COW SSI ONER AMERMAN: It's what you proposed.

COW SSI ONER HARRI'S: But not -- | didn't |ike the
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cap on total races run part of that. Can we take that out?

CHAI RMAN SHAPIRO: i'mwilling to take that out
and | would just ask that there be prudence used in the
nunber of thoroughbred races that are scheduled. | don't
think we are going to sit here and argue over eight races a
year.

COW SSI ONER HARRI'S:  No.

CHAI RMAN SHAPIRO: And | don't want to get bogged
down in that.

COW SSI ONER HARRI' S:  That could well be part of
the horsenmen's agreenent.

CHAI RMAN SHAPI RO:  Ri ght

COW SSI ONER HARRI'S:  They could put it back in if

they want to but it's not a Racing Board thing.

VI CE CHAI RMAN MORETTI: I'mwlling to amend the
noti on.

CHAI RMAN SHAPI RO  Okay, the nmotion is now
anmended. | amgoing to call for the question, M. Couto.

MR, COUTO | just want to clarify. Unfortunately
we are not able to make it a termof the contract, it's
prohibited by law. |It's prohibited by |law, thank you. And
we al ready do have caps in every, in every application and
every license you already have a cap in there on the average
nunber of races that are permtted to be run So by

agreenent of the industry we have agreed that we were going
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to elimnate those dates.

And again, you can second-guess us but it is
sonmething that we felt was going to help the inventory issue
and everyone has worked out an arrangement where we'll do
this. And God bless us if we have too nmany horses next
summer. | think we'll all be thrilled to know that we did
the right thing. But we're, again as a group, as the
i ndustry, we are very confortable with the proposal we put
forward, including the caps.

CHAI RMAN SHAPI RO Thank you. |s there any
ot her --

COWM SSI ONER AMERMAN:  Make the notion again.

VI CE CHAI RMAN MORETTI: |'m anending it back
t hank you, Drew.

CHAI RMAN SHAPIRO:  All right. Are you withdraw ng
your notion?

VI CE CHAI RMAN MORETTI: |I'm w thdrawi ng the second
nmoti on and com ng back to the first one.

COW SSI ONER HARRI'S:  Could | do an amendnment to
the second one? (Laughter)

COW SSI ONER AMERMAN:  Essentially what we're,
essentially what we're saying, we' re accepting what the
horsemen came back to, and so forth.

COWM SSI ONER HARRI'S: It just seens inherently

unfair. There is no one here from Fresno. They don't nake
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enough noney to afford to even get down here because they're
never hosts. (Laughter) But it just seens inherently -- |
woul d go for the plan if Fresno is excluded from any caps.

We don't believe in quotas in Fresno.

CHAI RMAN SHAPIRO:  Fine, | tell you what, okay,

all right. | believe that there is a notion, and Cod
willing | get this right. That we will accept that there
will be 74 days of fair racing along with the cal endar that

i ncorporates Gol den Gate and Bay Meadows that are presented
and that there will be six |less thoroughbred races so that
Fresno does not have to cut any race dates. |Is that okay?

COW SSI ONER HARRIS:  Well that Fresno racing is
not subject to the cap.

CHAI RMAN SHAPI RO:  Fine, Fresno is not subject to
it and we will adjust the nunber of races that are cut to
si X, not eight.

COW SSI ONER HARRI' S: Ot her places, other places
if you want.

CHAI RMAN SHAPI RO  Okay? |s that acceptable to
everybody? [1'Il call for the notion. Al those in favor?
(Ayes)

Opposed? There are none.

COW SSI ONER HARRI'S:  Thank you.

CHAI RMAN SHAPI RO:  Hopefully the court reporter

will get that.
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MR, BLOENI G What about my speech?

CHAI RMAN SHAPI RO.  You' ve got your day, you've got
your day, okay. GCkay, all right.

Now we are going to deal with the Southern
California thoroughbred calendar. And | would ask on this
that given the anpunt of dial ogue that has taken place on
this I would prefer that unless sonmebody has sonethi ng new
to offer that we try to limt the discussion on this itemso
that we are not just repeating what | believe everybody has
seen or heard and that this doesn't go on for hours.

I am not looking to restrict anybody fromtheir
ability to discuss it but the commttee canme forward and put
together a calendar. | would Iike to, however, amend the
cal endar that is under consideration. And therefore if you
have a cal endar | suggest you take it out. | would like to
amend the committee's cal endar so that the cal endar that the
cal endar that woul d be adopted would read as foll ows:

Santa Anita, in addition to all of the dates that
the commtted recomrended would al so be allowed to race on
Decenber 28, January 10, and they would retain the week of
the 18th, 19th, 20th, 21st and 22nd.

VI CE CHAI RVAN MORETTI: O what?

CHAI RMAN SHAPI RO O April, sorry, thank you.
Hol | ywood Park would al so race on Wdnesday, May 23rd, July

2nd, July 16 and Decenber 17th. The reason for these
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nodi fications are an effort to try and |l essen the financia
harmto either Santa Anita or Holl ywood Park. And clearly |
want to acknow edge the great appreciation | personally
have, and | believe all of us have, with respect to
Hol | ywood Park noving forward and putting in the cushion
track. It is unfortunate that there is a squeeze week. It
is unfortunate that we cannot in this year accomopdate al
of the traditional 17 weeks allocated to Santa Anita and 13
weeks allocated to Hol | ywood Park.

I would also like to include in the notion that as
we | ook to 2008 that if Santa Anita has not installed a
synthetic surface by this time next year, or if they have
not commenced construction or replacenment of barns, of ten
barns in their barn area, that this week, the week that has
been subject to the controversy, be allocated to Hol | ywood
Park in 2008. And | would like to nmake that in the form of
a notion and if there is a second and then we can di scuss
it. Is there a second for that?

VI CE CHAI RMAN MORETTI: |'d be happy to second.

CHAI RMAN SHAPI RO.  Second. |Is there anybody that
now wi shes to comment on the notion for the --

COW SSI ONER HARRI'S:  Could we on the Santa Anita
portion? It seens |ike we have nmade a hig effort to
elimnate some of these six day weeks and | agree that the

dates re-inserted make sense for Santa Anita, the 28th and
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the 10th. But | think we shoul d consider dropping January
the 17th, which is the Wednesday after Martin Luther King
Day, and al so January 24th, which is the Wednesday after
Presi dents Day.

Because generally the weat her, you know, can be
pretty rainy in January and February and we do get short
fields about that period. | just think it would take a
strain off of the population to just have five day weeks
rather than six day weeks. And especially if Santa Anita is
pi cking up what is now called the swing week. They in the

total picture aren't really damaged by going to five day

weeks.

CHAI RMAN SHAPI RO:  Ckay. We can take that under
advi senent. Again, | amnot trying to preclude anybody from
addressing this issue. All | amdoing is saying that the

Board has received an enornmous anount of input from
everybody concerned. On the other hand, if anybody feels
they have the need to present their case they should not
feel unwel come to do so.

COW SSI ONER HARRI'S: | am not clear on -- |
basi cal | y understand your proposal, which | think has got
merit. But on the covenant that we are putting on Santa
Anita, I'mnot sure if we can really do that other than just
the goodwi || of the Board.

CHAI RVAN SHAPI RO:  Well | think that, as |'ve

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

78
| earned from going through this process, that | think that
we, if it's included in a notion it will provide the Board
next year sonme guidance in ternms of determ ning what the
Board's intention was. And | believe that it would be
hel pful and I would like, in fact, to see that there is
support for this fromeverybody so that there is a clear
under st andi ng for 2008.

COMW SSIONER HARRIS: It's a good idea if they, if
we could --

COWM SSI ONER AMERMAN: It really doesn't put any
pressure on Santa Anita that they haven't put on thensel ves.
M. Charles stood up there and said that he was going to put
in the synthetic track during the Del Mar Meet this comng
year so that part of it is done.

And the other side of it is the age old question
of the barns and | do think there has to be some carrot and
some stick in here. |If we don't tackle this issue it keeps
getting pushed out and out and out. This goes back far
beyond Magna. It certainly is now 2006 and Magna has had
this operation for eight years and now we're just saying
we've got to go to the city council to explain what the
probl enms are and get their approval. It seens to nme we need
to have sonething in place that we can | ook at and say, wel
you did it or you didn't do it.

COW SSI ONER HARRI'S: It woul d be good if we could
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define what the ten barns -- | was just a little concerned
we'd get down the road and they'd say, well we're thinking
about ten barns. But it's got to be sonething defined that
they really do --

CHAI RMAN SHAPI RO Well that's why | tried to
articulate it very carefully, which was that they nust have
pull ed permits, they nust have commenced construction on ten
repl acenent barns by this tinme next year. This is not going
to be where, you know, well we're down there and we're in
the planning departnment. Well too |ate.

Hol | ywood Park stepped forward this year, they put
in the cushion track. They have denonstrated very good
faith in doing that. | feel very badly that we have a
squeeze week this year. But nonetheless | want to really
put the pressure on Santa Anita to perform And if they
don't performthen this should clearly denonstrate in the
record that it was the intent of this Board that next year
this would go to Holl ywood ParKk.

COW SSI ONER AMERVAN:  And | think as a token of
our comitrment to what Santa Anita says they are going to do
and will do | think we should | eave the dates in in January
that were proposed. W' ve got to give themthe opportunity
to build on what they did | ast winter season, which was up
substantially. None of us clearly are weathernmen, we don't

know what's goi ng to happen, and obviously weat her does
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affect us to some degree. But | think the challenge is on
Santa Anita's shoulders to continue the upward -- And if we
take away their -- because | think it's going to hurt us.

COW SSI ONER HARRI' S:  Maybe in total. But | think
clearly that going to five day weeks will increase the
average handl e and attendance, not decrease it. That argues
for taking it away.

COW SSI ONER AMERMAN:  Yes.

COW SSI ONER ANDREI NI :  Wel |, you know, the swi ng

week is a swing week. | nean, but, you know, | have a
suggestion. In the spirit of conprom se why don't we just
give -- | don't have the schedule here. But why don't we

gi ve Santa Anita Decenber the 28th, the January the 10th and
the January the 24th and April the 16th and give Hol |l ywood
Park the 21st of April, the 22nd, May the 23rd and July the
3rd. | nmean, it's a sinple way to do it. You cut that week
up. You give Santa Anita their days and Hol | ywood Park is
taking their's. It's a sinple way to do it and then there's
no nore swi ng week, we don't have to argue about it.

VI CE CHAI RMAN MORETTI: |'m sorry, John, could you
just repeat those dates.

COWM SSI ONER ANDREINI:  I'msorry, yes. If you
added to Santa Anita Decenber the 28th.

COWM SSI ONER HARRI'S:  Ri ght.

COW SSI ONER ANDREI NI :  January the 3rd, January
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the 10th, Wdnesday, February the 14th and April the 16th.
And you' d delete from Santa Anita April the 20th, April the
21st and April the 22nd. That would give them at 86 days.

If you add to Holl ywood Park April the 21st, April the 22nd,

May the 23rd and July the 3rd that would give them 64 days.
VI CE CHAI RVAN MORETTI: And not Decenber 17th?
COW SSI ONER ANDREI NI :  Decenber the 17th, excuse

me. Yes, that would be added too in 2006.

COW SSI ONER HARRI'S: | guess the big issue is the
weekends.

CHAI RMAN SHAPI RG:  Yeah. | think that with
respect to that, | appreciate that, Conm ssioner Amernman

but I think the big issue here is the weekend. And
unfortunately | can tell you that, you know, | have had
| engt hy di scussions with the good people at Holl ywood Park
and Santa Anita trying to find a way to do what you tal ked
about. The part that is coveted is the weekend because they
get three or four tines as many people and thus the profits.
And so what | would suggest is there is a notion
and a second, we are in discussion. |If it fails and you
want to conme back and consider that then we certainly can.
COVMM SSI ONER AMERMAN:  Al'l right.
CHAI RMAN SHAPI RO |Is there any discussion from
the audi ence? | have a lot of cards here. So, M. Fancher

MR. FANCHER:. My nane is Terry Fancher. | head
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the conpany that is the owner of Hollywod Park and Bay
Meadows and | would [ike to take a noment to address and
really frane the discussion we're having a little bit. And
I think the comments that |'d like to make | think wll
fulfill your request. It really probably will bring a
little different perspective or a new perspective from what
you may have already taken into account. So |I'd appreciate
-- And then after | get done perhaps M. Liebau could also
address the situation a little bit.

I want to take a nmonent to explain howit is
happen to be standing here today on behal f of Holl ywood
Park. Because | think it speaks so nmuch to what you are
considering today and I think it would be so helpful if you
could be thoughtful of the context of all of this.

We becane the owners of Bay Meadows al npbst ten
years ago in 1997. And through the early part of our
ownership | had a relatively small role in all of this other
than being in charge of the company but the racing side of
things was really under M. Liebau. And | would take
exception, and I won't take us too far off track, but our
wonderful friend M. Dinmarco to suggest that Magna canme to
rescue Bay Meadows from closing in 2000 was really not an
accurate portrayal whatsoever of what happened. But that's
alittle footnote and we'll cone back to that at sone other

poi nt .
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What | want to explain to you is that during the
year prior to our purchase of Hollywood Park, and we
pur chased Hol | ywood Park, we announced the purchase July a
year ago. So in July of 2005 and we actually closed the
purchase in Septenber of 2005. |In the year prior to that |
was very active in Sacramento in public affairs activities
wi th other owners and other constituents in the racing
i ndustry trying to do things that we could do to help the
racing industry. |It's been no secret for some nunber of
years that the racing industry here in this state has been
very troubl ed.

And during those years | forged a relationship
with Rick Baedeker, who is the senior person in charge of
Hol | ywood Park. And through M. Baedeker with others back
at Churchill Downs, the owner of Hollywood Park. And
sonet hi ng becane apparent to ne and that is, they had given
up on the state of California. They really had devel oped a
poi nt of view -- And, you know, we hear so nmuch that is
tal ked about how hard it is to do business in the state of
California. And for those of you who only do business here
you perhaps can't appreciate it. But for those of us who do
do business in other states, this is a tough place to do
busi ness.

And that is very nmuch what Churchill Downs had

devel oped a point of view of. And when | observed that, the
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way | observed it was that sone of the initiatives we were
taking to press the industry, the racing industry's goals
and needs and so forth where we needed the support of other
owners we found that Churchill Downs wanted to be there.
They wanted to be hel pful but they were just giving up.

They just thought it was hopeless. And | found that |
didn't think we could be effective if we didn't have a very
ent husi astic and strong conm tnment by the owners of
Hol | ywood Park to press for sone of these initiatives that
we were after.

And it was really for that reason that | flew to
Kentucky and that | nmet with Tom Meeker and | nmet with the
| eadership there. And | said, you know, this isn't going to
work if you guys aren't behind it. And if you aren't behind
it why don't we take over your track. And if you're worried
that you're going to be | eaving sonething on the table in
terms of some kind of thing that might save racing, you know
what, if we can get it done cone back in, you can buy our
i nterest back from us.

That is the genesis of the whole idea of why we
have a buy-back arrangenent. Because | was concerned that
t hrough their |ack of confidence, and frankly their being
just, becoming increasingly displeased. [1'Il just choose ny
words carefully, with their experience of doing business in

California, that they were throwing in the towel. And by
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throwing in the towel they were going to take our whole
i ndustry down because we needed sonebody on behal f of that
i mportant, major track to be willing to step up, to put
their checkbook on the table, to put their senior executives
on the table and to show up in Sacramento and say, this just
won't do.

And as it turned out we ultimately did effectuate
a transaction where we did purchase Hol | ywood Park. As I
said last July, July 2005. Not this July but July a year
ago. And we did have an arrangenent with Churchill that
very much was part of our purchase. That we said, provided
we receive our historical allocation of race dates, provided
we receive our historical allocation of race dates. Which
is what you are tal king about not doing today.

W will commit to run the track for a mini num of
three years. W didn't say a maxi mum of three years, we
said a mnimm of three years. And what we also said is we
are going to be a |leader during that tinme period in trying
to save the racing industry. We will be at the forefront of
trying to save the racing industry.

And that is what we have done. There is no issue
here about unfulfilled prom ses and unkept promi ses. You
are not tal king today about Hollywod Park not having a
synthetic racetrack. W said that day, |ong before you

enacted anything requiring it. W said that day we woul d
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install a synthetic track. That was part of our public
announcenent when we announced the purchase in July 2005 for
any action you have taken. And we just fulfilled that
prom se. W just went and did it. And we said that day
that we woul d be | eaders in Sacranento.

Now why am | telling you this? There is a point,
of course, that we will cone to in a nmonent, but | want you
to understand a little of what we have been doing. W have
spent -- | couldn't even begin to tell you how many mllions
of dollars trying to help the racing industry in California.
And | really take unbrage, M. Shapiro, at the references
you repeatedly made that Bay Meadows will close on such and
such a date or Hollywood Park will close on such and such a
date. You have no idea. You just really don't know when we
are going to close.

We have said that Hollywood Park will not close
bef ore such and such a date. And we have said that exactly
so that people understand we have a period here where we
shoul d all work together and see what we can do to help
racing. Now why on earth would we spend eight, nine mllion
dollars that we didn't have to spend on a synthetic
racetrack? Wiy would we spend the mllions of dollars we
spent on i ndependent expenditure conmttees, on various
| obbyi sts, many of whomare in the room and frankly, many

of whomaren't in the room here today. Wy would we do that
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if we were conmitted to closing this racetrack or closing
these racetracks for a dead certainty?

Now I'Il tell you what we are conmitted to. |If
the racing industry econom cs don't inprove the racetracks
inall likelihood will close. That is a very likely thing.
But the point we are trying to make is, we're going to give
it everything we have. And we are going to give it
everything we have with or w thout your support and with or
wi t hout the support of the TLC and with or without the
support of Magna or the unions or anyone else. W're going
totry to save the racing industry. W put our nobney where
our nouth is.

Now what are you tal king about doing today?
You're tal king about kicking in the teeth the one ownership
that has been up here pushing things as hard as they can
push it. And | don't nmean that we are the only people. |
don't mean that other people haven't done things as well
they have. But there is no one who has nore. There is no

one who has done close to what we have done.

W filed a lawsuit. |'ma personal plaintiff in a
lawsuit. |'mthe only person in the racing industry that
was willing to personally put his name on the line to

chal l enge the conpacts, the Indian conpacts that were
enacted several years ago now that woul d have, that would

have i npeded the racing industry in detailed ways. | was at

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

88
the forefront in Sacramento personally in August when the
session was conming to an end and we forned an alliance with
| abor. And between the racing industry and | abor we managed
to block these Indian conpacts that would have done great
damage to the racing industry.

And there was a consi derable pressure put on nme to
back down | just thought about, well how do we do business
here at our conpany? W' re not going to back down at the
nonment right here when we are going to be creating great
harmto our friends in | abor who are, frankly, one of the
only reasons we were there getting the attention we were
getting, because we had an alliance. | figured if there was
atine to conpromise the tinme could cone |ater

And by the way, when | asked what was being
offered to us it wasn't enough. Now by the way, despite the
fact that there is sonme fairly public tensions between our
conpany and the TOC I would say at this point they have
probably gone beyond institutional tensions and have a
personal dinension to them And not by ne toward them |et
me just say.

But despite all that, when we were up in
Sacramento and we were in | believe either the Governor's
Office or one of the offices we were in and people said,
wel | where would you have the mitigation paynents go | was

the first to say, well they should go first to purses.
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We've got to get purses up. At that point there was a talk
of, you know, | don't even know if it's appropriate to use
the nunbers but fairly large, round nunbers.

And | said, let's have the first third go to
purses, the second third go to tracks and the last third
split so that hopefully we end up 50/50. But it was on a
percentage basis and you know if the percentage never gets
above a certain level the purses will get the noney.
Because you know what, if we don't fix the purses we aren't
goi ng to have tracks anyway.

And | said that and | took that position despite
the fact that we had all this tension with the TOC. And
think they were surprised and frankly they' ve -- and
appreciate that they thanked me for that position and that
is our position today, despite the fact that we continue to
have tensions with the TOC

So as you consider what to do here today. And |et
me tell you another, let nme give you one other example. W
have organi zed and have now invited all the new el ected
menbers of the Legislature to a conference that we are
sponsoring during the period, during July -- Not July.
Duri ng Decenber, after the elections and prior to the
begi nning of the Legislature. So they can be introduced to
the issues involving horse racing. Wen has that ever been

done before? Who is footing the bill for that? W are.
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VWho took the initiative to do that? W are. And are we the
only person that are going to speak there on behalf of the
racing i ndustry? No, others will be invited as well

These are just exanples. There are too many
exanples to tell you. Earlier this week | was contacted by
the | eadership of the Legislature because they are concerned
because a couple of key races |look like they're slipping
away and they may | ose people that are supportive of the
racing industry. O they may have a chance to take out
peopl e that have been opponents of the racing industry and
t hey needed hel p. They needed help financially with these
races. Who stepped up? We stepped up, we wote the checks.

So when you consi der the swi ng week, M. Shapiro,
you used the termfinancial harm Yes, you are considering
i mposi ng financial harm on one of the two conpani es here,
one of two conpanies. And the systemthat was devised
several years ago was that there would be a rotation of this
harm By the way, why does this all come about? Because
peopl e don't want Del Mar to race after Labor Day, which
understand. Because the horsenen wanted Christnmas week
which | understand. W're not disputing those things. And
so this notion of the swing week is let's alternate the harm
in alternating years between the two conpanies that are
af f ect ed.

The idea today that you would decide not to do

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

91
that but to inpose all the harmon Hollywod Park is a good
exanpl e of why the | argest racing conmpany in the country,
Churchill Downs, is no |onger doing business in this state.
And if that is the way you are going to reward this
ownership you can rest assured we haven't had the | ast
di scussi on about this today. Because we are going to be
di spl eased and we are going to be expressing our displeasure
and using our resources that could be being used for the
betterment of the racing industry to instead call to
attention how rmuch this racing board has |lost its way.

| urge you, | strongly urge you, please don't do
that. Please take into consideration the role we have
pl ayed as good citizens for the racing industry. Please
take into consideration the anount of nobney you woul d be
allocating to our conpany versus Santa Anita is not, is far
exceeded by the ampunt of nopney we have been spending to try
to help this industry. At this point it is a matter of
principle, it's not the noney.

And by the way, | haven't even nentioned the
synthetic track. The fact that you have a chance to have
horses running on a safer track in the year that we stepped
up. There was nothing barring Santa Anita stepping up, they
could have done it. | urge you, please consider what the
i mpact woul d be of your decision today and | hope you will

not make the decision to penalize Hollywod Park. Thank
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you. (Appl ause)

CHAI RMAN SHAPI RO.  Thank you.

MR. ENGLI SH: Good norning, Chairman, conmttee
menbers. My nane is Rick English. | ama fan, a racing fan
and a CPA. | have been a horse racing fan ever since high
school when | renenber readi ng Heral d Exani ner and seeing
the pictures of the horses coming in and getting off the
trains and being |loaded into Santa Anita to race there.

Even watching the race results and seeing your sonbrero in
the Herald fromday to day. Taking my Christnas presents in

the day after Christnmas to exchange them for cash so | had

noney for the Daily Double. | have been a fan for years of
Santa Anita. It is a great race place. But | amnot a fan
of Magna.

I amalso a CPA and | have been reviewing their
financial statenments and ny followi ng corments are based on
the last two quarters' financial statenents that Magna has
filed with the SEC. For the first six nonths of this year
Magna's | osses from continuing operations were $25 mllion
That includes the record Santa Anita nmeet. That is a $3
mllion | oss worse than the prior year

Historically their statements say the second half
of the year is worse. Their nunbers have been so bad that
the last two quarterly financial statements their auditors

i ssued what is called a going concern qualification. And
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that says in part: "Accordingly, the conpany's ability to
continue as a going concern is in substantial doubt and is
dependant on the company generating cash fl ows adequate to
mai ntai n operations and to pay its secured and unsecured
creditors.”

Readi ng through their bal ance sheet | note that
Santa Anita is a party to a secured |oan that was $66
mllion on June 30 of this year. It matures in October of
'"07 and it can be extended for two years. It goes on to say
the loan is guaranteed by the Los Angeles Turf C ub and
secured by the first trust deed on Santa Anita Park and
surroundi ng real property.

There is another line of credit for $50 mllion
that Magna has that says it is a revolving line of credit
that matured in July of '06. They haven't said what they
have done with it. That is secured by a first trust deed
agai nst Colden Gate and a second trust deed agai nst Santa
Anita.

During this year the CEO resigned, of Magnha
resigned in March, was replaced by Frank Stronach and nobody
has been nanmed in the interim October 13 of this nonth the
COO resigned. During the year a nmenber of the audit
committee resigned and the SEC has told Magna that they are
not in conpliance with SEC regul ati ons and requirenents.

Magna's long-termcredit facilities have matured and are
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being rolled over in three-nonth increnents.

Their nost recent statements also indicate talk
about CGul fstream and they just received approval for their
sl ot machines. There is a subsequent event footnote that
says, the GQulfstreamfinancing will be amended to introduce
a mandat ory annual cash flow sweep of not |ess than 75
percent of the cash flow fromtheir operations after
permtted capital expenditures and debt service. Everybody
is squeezing themon their cash flow

Agai n, the company is in such -- Their own
financial statenments say that the conpany's ability to
continue as a going concern is in substantial doubt. They
can't make representations they will be here three years
fromnow according to their own financial statenments whereas
Hol | ywood Park just has.

And ny final comrent is, | amnot sure, maybe the
conmpany will have comrents, but the fact that Magna is in
such bad state, what affect does that have on X-press bet
bei ng an ADW conpany and holding tens of mllions of dollars
of California nmoney? |'d be happy to try to answer any
guestions or comments you have.

CHAI RMAN SHAPI RO Thank you.

MR. DARUTY: Ladies and gentlenen of the Board, ny
name is Scott Daruty. |'mwth Magna Entertainment, | am

appearing on behalf of Santa Anita Park. |f you indul ge ne
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for just one minute | have a PowerPoi nt presentation.

CHAI RVAN SHAPI RO:  Are you ready?

MR DARUTY: Yes.

CHAI RMAN SHAPI RC:  Okay.

MR, DARUTY: Thank you for that indul gence. In
preparation for today's neeting we at Santa Anita Park put
t oget her a Power Poi nt presentation for you. But | would
like to take a nonent before we turn to that and just
mention a few things that we at Santa Anita Park did not do
in preparation for today's neeting. W did not hire a bunch
of | obbyists to go run around Sacranmento and try to get
| egislators to exert influence over this Board.

Legi sl ators, by the way, who as well-intentioned as they may
be, were only getting one side of the story and who don't
have an understanding of the conplexity of the issues this
Board is facing.

Anot her thing we didn't do in preparation for this
meeting is we didn't threaten the industry by saying that if
we don't get our dates it is going to lead to the early
demi se of our racetrack. W haven't tried to intinidate
this Board by inplying we have the political pull to get
menbers thrown off if they don't vote our way. W haven't
even threatened a good, ol d-fashioned |awsuit.

And why not? Because those things are all very

divisive to this industry and we are a |long-term player in
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this industry. Now sure, if we were a | and devel opnent
conpany | ooking to squeeze the last dollars out of a
racetrack before we get our entitlenments we m ght be willing
to use scorched earth tactics. But that is not us, we are a
raci ng conpany.

And as inportant as this 17th week is to Santa
Anita and as firmy as we believe we should get it we are
not willing to drag this industry down just over a fight on
one week. Now what is this fight about? | nean essentially
the strategic planning comrttee spent many nonths and a | ot
of effort listening to testinony and anal yzing i nformation
And this comrittee decided that Santa Anita should open on
Tuesday, Decenber 26 and run 17 full weekends. And that's
key, weekends. Renenber, this is a business that is driven
by weekends. There is not a single person in this audience
who woul dn't raise their hand and gladly trade a Wednesday
for a Saturday or a Thursday for a Sunday. This is a
weekend driven business.

So the conmittee's proposal has us running 17 ful
weekends. We close on Sunday, April 22nd, for a total of 84
live racing days. That allocation is absolutely consistent
with the historical allocation of race days to Santa Anita.
Now some m ght have you believe that this is, you know, a
better calendar for us than we deserve but that is not true.

In 1980 the Legislature of the state of California
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passed allowi ng Santa Anita to expand to a 17-week neet.
And in every year since then for 26 years, with two smal
exceptions |I'Il talk about in a mnute, we open on Decenber
26 and we run 17 full weekends. And by the way, over that
26 year period we have averaged 87.5 race days per year and
we have never run fewer than 83 days.

Now | et's think about -- | recognize there has
been sone di scussion today about addi ng sone dates but when
we wal ked into this roomthis nmorning we were scheduled to
get 84 race dates for 2007. That's three and a half days
| ess than our historical average. It is only one nore day
than the absol ute mni num we have ever run in the |ast 26
years. This calendar, this proposed strategic planning
conmmittee calendar is no great windfall for Santa Anita. W
accept it, we'll live with it, but it is no great deal for
us.

The two exceptions, in 2000/2001 Santa Anita
voluntarily conceded a week in order to create the Christnas
break. Now that was an experinent. W continue to support
the horsenen in their desire for a Christmas break but it
shoul d not conme at the expense of Santa Anita.

The only other exception was 2005. There was a
big battle over race dates that year. And what we were
argui ng, what Santa Anita was arguing in 2005 was that we

shoul d get 17 and a half weekends. See, there was a quirk
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of the calendar in 2005. Christmas Day fell on a Saturday
so our opening day was a Sunday. And we wanted to open on
that Sunday and we wanted to run 17 additional ful
weekends. And the Board ultinmately decided that was not
appropriate, that we were asking for too nuch. The Board in
a conprom se that year allowed us to open on our Sunday and
run 16 full weekends. |In essence we ran 16 Saturdays and we
ran 17 Sundays. W ran 16 and a hal f weekends.

Now t hat conpronmi se canme at a significant cost to
Santa Anita and a significant cost to the industry. And as
much as we would all like to find a conpronise, and | say
that in all seriousness, we would love to find a conprom se
this year. That particular conpromise will not work because
it only works in years where Decenber 26 falls on a Sunday.

Now | et's get one thing straight. W have heard
tal k about a swing week. There is no such thing as a sw ng
week. There has never been a swing week. There is
absolutely no historical precedent for the sw ng week.
There was one statenment thrown out by the TOC at a race
dates committee neeting that maybe this week should sw ng.

But if you listen to M. Fancher you would have
t hought that in 2005 Santa Anita | ost the week, in 2006
Hol | ywood Park | ost the week, so in 2007 let's sw ng back
and Santa Anita should lose it. Hey, they took their |unps

this year, we should take them next year, right? VWhat's
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fair is fair.

Well that's just not the case. Again, 2005 was a
quirk of the calendar. W ran 16 and a half weekends.
Okay, that's not precedent for anything. And |ast year
during a race comrittee neeting, a race dates comittee
nmeeting, M. Liebau got up to the podium and his group
hadn't even purchased Hol | ywood Park yet, but he got up to
t he podi um and he argued that they should get all of their
weeks | ast year. He argued agai nst the sw ng week

| don't blame himfor doing that. He was | ooking
out for his interests. He was trying to get as many dates
as possible. But if there was sonme protocol, if there was
sonme procedure that this week always swung we woul dn't have
even had that discussion last year. W had the discussion
| ast year because there is no such thing as a swi ng week.

Now |l et's suppose for a minute that this board
decides to just conpletely ignore the unani nous
recommendati on of the strategic planning commttee. All the
time, all the effort, all the energy, all the neetings, al
the analysis that they did to reach their conclusion, their
t hree-t o- not hi ng unani nous concl usi on.

Let's just throw that out the w ndow and take
Hol | ywood Park's position. Santa Anita would | ose a week.
We would run 79 race days, 79. That's eight and a half days

| ess than our historic average. That's actually a ten
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percent decrease in Santa Anita's days. It is also four
days | ess than the shortest neet we have ever run since the
enabling | egislation. Talk about financial inpact.

Let's look for a mnute to the econom c effects of
your decision. |If you were to take our 17th week and give
it to Hollywood Park -- And by the way, let ne say it
because this is inportant. W don't have anything against
Hol | ywood Park, okay. W are not trying to steal their
dates. Have they worked hard? Sure. |If the calendar could
accommodat e everybody's week we would gladly take our 17
weeks and | et them have whatever they want.

Unfortunately that is not the case and this
industry is faced with a difficult decision. So in making
that decision we think one of the factors you should
consider is the economics. And the appropriate econonics --
| saw an e-mail sent around yesterday by Holl ywood Park that
tried to conpare the end of our neet to the begi nning of
their neet and that anal ysis included inport handl e.

Well, let's talk about that for a mnute. Any
conpari son of the actual econonics of should this neet be at
one facility or the other needs to exclude inport handle.
Okay, people are going to go to a Scot-Link facility and bet
on a Churchill inport signal whether the live racing is at
Santa Anita or Hollywood Park. That's irrelevant.

What we need to focus on is who is putting the
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better product on the table. Wose product draws the npst
wagering on live product, in state, out of state and account
wagering. And using those nunbers we anal yzed our |ast week
of the 2006 neet against their first week of the 2006 neet
and we found that we generated over 15 percent nore handle
on our live product. And even nore inportantly, we
generated over 18 percent nore purse revenue on our live
product than they generated on their |ive product.

Now |'ve got sone nunbers here. You guys have
themin your handouts. | don't want to spend too nuch tine
because | know we've got a lot. But basically we did 46
mllion in our week of |ive handle, they did 40 mllion of
live handle in their week. Again, here's the nunbers that
you show, the calculation. W did over 15 percent nore
handl e, over 18 percent nore purse generation. W don't
think that can be ignored.

Now how di d we acconplish such good things in our
2006 meet? Well first and forenost we spend nearly $5
mllion on marketing and pronotion |last year. W are very
proud of the neet we had in 2006 and we want to keep that
momentum  We want to build on it going into 2007.

The noney we spent marketing was very specifically
targeted towards live racing. W wanted to bring peopl e out
who were going to watch the races and bet on the races. And

yes, it's great to have a concert on Friday night and bring
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new people to the track. But we want to bring people who
are going to actually drive wagering, drive revenue into
this industry.

We were so successful in our marketing |ast year
that we were actually able to inplenent two purse increases
during our neet. CQur average daily handle increased 12
percent over our prior year and our average daily attendance
i ncreased 15 percent over our prior year

Let's just quickly ook at how our entire neet in
2006 conpared to Hol |l ywood Park's spring. | showed you the
i nformati on for our final week against their first week. |If
you | ook at the actual entire nmeet it works out pretty much
the sane. We average 9.3 mllion of average daily handle
versus their 8 for a 15 percent increase at Santa Anita.

If you look at the purse generation, again these
nunbers are pretty staggering. W generated 18, al npst 19
percent more purse revenue fromour |ive product than they
generated fromtheir live product. And this next one in ny
opinion really says it all. Qur on-track attendance was 50
percent greater at Santa Anita than at Hol |l ywood Park.

Now t hese nunmbers | think are even, even nore
signi ficant when you | ook at our top days versus their top
days. Qur top five days in terms of handle, we generated on
our live product over 23 mllion, over 20 mllion, close to

18 million and on and on. Their |argest day of handl e was
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16 million on their live product. |In fact our fifth day was
just about as big as their first.

That becomes even nore apparent when yo get into
the attendance days. You |l ook at our Santa Anita Der by,
54,000 people cane to Santa Anita to watch the races, close
to 50,000 on Big Cap day. Qur opening day, 34 nmllion
Sunshine MIlions. A day that didn't exist a couple of
years ago drew over 30,000 fans. W at Santa Anita had 26
race days with attendance over 10,000, Hollywood Park had
two. I'msorry, it had 14 and 12. So it's very
significant.

We al so think, look at the big days that we had.
These are self-made days we like to call them The Santa
Anita Derby, Big Cap, Sunshine MIlions, et cetera. They
had a few freebies in here. The Kentucky Derby, Fourth of
July weekend, the Preakness. |Imagine if the Triple Crown
was run during Santa Anita's neet. What would we get?
Forty, 50, 60,000 people to the track

Now | i sten, we understand that there's people in
thi s audi ence who are going to say, and very legitimtely
so, it is not all about econom cs, there's safety involved.
absolutely there is, okay. W at Santa Anita and we at
Magna Entertai nnent as a conpany are absolutely commtted to
the safety of both the horses conpeting at our tracks and

the jockeys. W think that is of critical inmportance and we
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do conmend Hol | ywood Park on putting in the synthetic track
But of course, as we know, every racetrack in Californiais
going to have a synthetic track before too | ong.

Last year in an exanple to our conmmtnent to
safety we redid, we shut down training for ten days and
redid our racetrack. W opened the track and ripped the
base, totally redid the base. After it was done we went and
took sonar -- you know what, it wasn't as |level as we wanted
it so we ripped it up and we did it again. And when we were
done with that and we had the base in a satisfactory
condition we added 1,000 tons of silica sand to make the
safest racing surface we could have.

And you know, we did all that know ng that those
i mprovenents were going to be replaced in a very shot period
of time with a synthetic surface. Wy did we do that? W
coul d have very easily said, |ook, we are going to have
synthetic track in a year, let's just go with this one one
nore. But that wouldn't have been the safest thing for the
horses so we did what we needed to do. You heard Ron
Charles earlier, he nmade the comrtnment, we will conply with
this Board's requirenents.

Not only are we committed to safety, we are al so
committed to the long-termgrowth, hopefully, of the
California horse racing industry and the national horse

racing industry. Santa Anita Park is owned by a racing
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conpany, it is not owned by a | and devel opment conpany. We
are not just biding our tine until we get our entitlenents.
In fact, you heard from Rick Caruso this norning, the
project we have planned at our facility integrates racing.

It inproves racing, it doesn't replace racing. And that is
a key difference. We are conmitted to racing with or
Wi t hout subsi di es.

You know what, M. Fancher is absolutely correct.
Hi s organi zati on has nade a trenmendous investnent. His
organi zati on has worked hard in Sacramento to get sone
assistance for this industry and we all thank himfor that.
But so has every other player in this industry. And you
know what, sonetines when you are in an industry there's
sonme give and take. And maybe you don't like a particular
i dea but the rest of the group does. Well, you know,
there's sone conprom se and there's sonme, you know, get
along to go along, or whatever the saying is.

That's sonething that we don't often see fromthat
organi zation, unfortunately. There has been, at tines, a ny
way or the highway type of attitude. So when he nmde the
conment earlier that with or without the horsenen or with or
wi t hout the other tracks they are committed, they are noving
forward. Well you know what, that's true but sonetinmes they
have chosen to nmove forward in a different direction than

the rest of the group has chosen. Again | don't question
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their commtnent and the amount of nopney they have spent, |
just sonetinmes wonder which way it's channel ed. \Wether or
not their subsidies were cormitted to racing.

We' ve spent $60 nmillion on renovations and
i mprovenents to Santa Anita since we purchased it. There's
a reason for those attendance nunbers we just went through
It's a nice place to be. People want to come out. New
apron, nice new restaurants and bars, the fans enjoy it.

Now again this brings me back full circle to the
strategi c planning comittee recomendation. There was a
tremendous anount of time, energy and effort that went into
that. The recomendati on has the support of Del Mar, Gak
Tree and Fairplex, all the other racing associations in
Sout hern California. What we need to ask ourselves, is
there a reason for this board just to throw that out the
wi ndow, to ignore it? | don't think so, absolutely not.

What do others think? | nean, it's great for ne
to stand up here and tal k but what do others think? Wl
let's refer to a Daily News article that came out in March
I"'mgoing to just read the inportant stuff here but this was
an article on the Santa Anita handi cap.

"More than 49, 000 peopl e showed up
the largest crowd at Santa Anita for a
non- Breeders Cup day in 16 years. It

made the 69th Big Cap Day one to
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remenber before the marquee races had

even been contested.”

We're bringing excitenent back to the track. And you know
what, the Santa Anita Handi cap was a wonderful race won by
Lava Man, which provides, | think, a very good exanple for
what is going on in the California racing circuit. Lava Man
has waged a wonderful canpaign towards the Breeders Cup. He
ran in our Sunshine MIlions race at Santa Anita before
32,000 fans. He ran one of the Santa Handi caps at Santa
Anita before al nost 50,000 fans. Then to continue his
canpai gn he nmoved over to Holl ywood where he ran in the
Hol | ywood Gol d Cup before about 8,000 people. Fromthere to
Del Mar where he ran in front of a crowm of 32,000 people.
And he conpl eted his canpaign just recently at the Goodwood
with 17,500 peopl e.

The point here -- And again, this is not a
criticismor a knock on Hollywood Park, they are doing what
they can but their venue is not drawing fans. It's not
drawi ng handle. They are not producing the project that
they should be. And so back to the Daily News again, an
article in July. The Santa Anita Handi cap drew 49, 089 fans
and the Hol |l ywood Gold Cup drew 83,008. They were equally
prestigi ous races, both featuring Lava man. The Santa Anita
neet rai sed hopes in the local racing industry then

Hol | ywood Park revived the pessimsm
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It's harder than ever to tell where this thing is
going. Well where is this thing going? You as a Board
deci de where this thing is going. That's the question you
are facing today. Not only, what do you do with this week
but what is the tone we are going to set for this industry.
How are we going to deal with each other within this
comunity of the racing industry. Threaten and bully and
intimdation? O putting the facts on the table and letting
everybody made the right decision?

We woul d suggest that in naking your decision
today you don't decide based on politics, you certainly
don't deci de based on threats. That you | ook at the facts,
you think about them you analyze themlike the strategic
pl anning comrittee did and you nmake the decision that is
best for the industry. And we think that when you do that
you're going to come to the decision to adopt the
reconmendat i on.

Now before |I respond to any questions you m ght
have | did want to ask this Board whether you believe it is
worth ny effort in your tinme to respond to sone of those
financial matters that we heard earlier. | amperfectly
happy to address any questions on that that you m ght have
but I also don't want to take up unnecessary tine.

CHAI RVAN SHAPI RO:  What | would like to do is if

we could take a five mnute break at this point and then you
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can conme back to the podium

MR. DARUTY: Thank you.

CHAI RMAN SHAPI RO Thank you.

(OFf the record)

CHAI RMAN SHAPIRO: I f you could just grab the
cookies quietly and we'll go, we'll get going. M. Daruty,
we'll pick up where we left off. | feel sorry for
Commi ssi oner Moss who is sitting outside so | would like to
nove this al ong.

COW SSI ONER HARRI'S: He can be inside though, |
t hi nk.

CHAI RMAN SHAPIRO: Onh, is he inside? Okay great,
| felt bad, okay. M. Daruty, | think that you were
concl udi ng your presentation and you said that you -- did
you want to address any of the comments that were nade with
respect to the financial situation of Magna? Personally I
think the financial statements are all well known to us and
| personally amaware of it. W have them we have seen
them So unless there is something that you specifically
wi sh to address or a Board Menber has a question | don't
know that it's necessary for you to. Okay, it's clearly, we
know you're committed to horse racing.

Does any nenber have any question for M. Daruty?
if not then | appreciate it.

MR. DARUTY: Thank you.
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CHAI RMAN SHAPI RO | am going to now go through
the comrent cards from other people. |f you don't need to
speak, of course, you don't have to. M. Liebau. And
nmust tell you that | did, the court reporter was kind enough
to give ne this neat little timer giznp but since you are a
concerned party | amnot going to limt you to tine.

MR, LIEBAU: | think that would be fair.

CHAI RMAN SHAPIRO. M. Liebau, | try to be fair,
t hank you.

MR. LIEBAU: | realize that.

CHAI RMAN SHAPIRO. |'m gl ad you do.

MR. LIEBAU:. Sonetinmes | wonder but | realize it.
First just to respond to some of the things that M. Daruty
brought up. That yes, as a matter of fact Santa Anita
historically has had 17 weeks. But guess what, Holl ywood
has historically had 13 weeks, you know. And | know that
M. Shapiro continues to refer to Santa Anita having 17
weeks and | have to continually rem nd himthat Holl ywood
had 13 weeks and that sonething has to give.

M. Daruty said how terrible it would be if Santa
Anita was cut ten percent. But what the hell is happening
here? Hollywood Park is being allocated 60 days and their
average is 66 days. Ten percent.

M. Daruty says, heavens, Santa Anita shouldn't

have to be -- provide for the Christnas week. Wo benefits
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the nost fromthe Christmas week? Hollywood Park? No.
M. Harris would tell you he has a theory about pent-up
demand. That's what happens during the Christmas week. W
tal k about having spent $60 mllion. There's no question, |
know t hey spent $60 million. They spent $40 nillion plus on
the Front Runner and whatever. That's great.

How much have we spent for the good of the horse?
You get down to it, |adies and gentlenmen, we're in the horse
busi ness. \What have they spent? | don't know. M. Daruty
says, we're conmitted to racing, we don't need any
subsidies, we'll continue. Well | realize that | don't have
a CPA and | didn't go to biz school and all that but | got
to tell you, all of us are in trouble if the business
doesn't change, including Santa Anita.

You can't keep running up the |osses that are
being run up along the basic business is changed and that is
exactly what Holl ywood Park is dedicated to trying to do, to
change the underlying economcs of this industry. And
frankly if the underlying econom cs don't change there's not
going to be much left.

Then we tal k about the track. Yeah, they spent |
don't know how much noney, how many yards of silica sand and
all that. And that's good. They had to, the track was
terrible. And what's happening now, the horses are noving

right nowto Hollywod Park. | |ook across the Board, at
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all of you, sonme of you have got horses at Hol | ywood Park
and not at Santa Anita.

W tal ked about Lava Man. Where is Lava Man
wor ki ng? He's working over at our place. | saw Bob Bedford
here a m nute ago. And you know, where's his horses, the
top horses working? They're getting shipped over to
Hol | ywood Park to work.

Then we talk about the no swing week. And | think
that Comm ssioner Mretti can probably vouch for this. \Wen
we al | ocated, the 2005 dates were allocated what Santa Anita
had asked for was opening on Decenber 26th, which was a
Sunday, plus 17 weeks. They didn't get the 17 weeks, they
got the 16 weeks. It was a huge, huge battle. They got 16
weeks, Hol |l ywood Park got 13 weeks. The next year they got
17 weeks, Hollywood Park got 12 weeks. You know, it seens
to me that fairness dictates that we keep going. That we
share the pain.

Hat's off to Santa Anita. There is no question
that they are an inportant part of the Southern California
scene. | don't begrudge that, you know. All the better
they are doing great. But | will tell you that wi thout
Hol | ywood Park the Southern California scene is a |ot
different.

So give us credit for sonething. W have a

tremendous back side, probably one of the best back sides in
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California maybe with the exception of Bay Meadows, which
just through coincidence happen to have common ownership
Hol | ywood Park has al ways been thought to have a great track
for people to train over there on a year-round basis. And
now we have the cushion track

When | said, you know, what has Santa Anita done
for the horse? | know that in two years the things at
Hol | ywood Park are done. W put new stalls in the paddock
The new turf track that we inherited from Churchill Downs
was not usable. W put in a newturf track i mediately. W
are now putting in a chute on the turf track so that we can
have better racing. And we sprung for eight or ten mllion
dol l ars.

You know, under the circunstances | sinply don't
think that Hollywod Park had to do that, even after your
mandate. | think that if we kept going we probably would
have got an exenption for a year or two. But we went ahead
and did what we think is best for the horse.

I think that, you know, it all cones down to this
swing week. As far as M. Shapiro has said, that the
California Horse Racing Board is charged with the
responsi bility of maxim zing revenues. That's just not the
case. There is no place in the law that says that. Wen
discussed it with him and | don't think that conversation

we had was off the record, you said, well, it says

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

114

maxi m zi ng raci ng opportunities and that nmeans revenues.
And | think that he probably agreed with nme that that's not
the case because if you interpret it that way |'m sure that
M. Knight over there would tell you then you have to apply
it consistently across the board, you can't just be pick and
choose. It's got to be for everybody. And man oh man, if
your charge is to, is to, you know, maxim ze revenues
there's going to be a ot of changes in that historic racing
revenue, both in the north and the south.

| just believe that all these argunments that are
put up there are trunped by one thing, and that is, what is
best for the horse and those who ride and care for the
horse. That's it. |If the Board determines that it's
nonetary considerations, so be it. | don't think -- you
know, we're tal king about one week.

VWere is it better for the horse, the rider and
those that take care of it? | think the choice is clear
And | admit that maybe there m ght be sone econonic
di fferences. Although with respect to the economc
differences there's an argunent. |If you | ook at what
happened at Turfway when the installation of the poly track
went in at Turfway and their increases in races. That m ght
be sone guide to say that Hol |l ywood's performance is going
to inprove.

Hell, we've never had our barn area full at this
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time. We have never had people ship to California Iike Todd
Fl etcher before. | don't knowin ny lifetime one thing that
has inpacted the California racing scene as nuch as the
installation of this cushion track. And the only thing that
I can think of that m ght have been the bi ggest change
before that, which | had a little bit to do with, was
California Cup.

But there is no question, we have never had an
influx of horses. And who is that, who is that influx going
to benefit? Not just Hollywod Park. |It's going to benefit
Santa Anita probably nore so than Hol |l ywood Park because
they' ve got nore days. But you've got about 100 hi gh-
quality, top horses com ng here to run for the first time
and it's because of the installation of this track. And
think that, you know, we should be rewarded.

But nmore inmportant | think you should do what is
in the best interest and well-being of the horse, rider and
those that take care of the horses during that period of
time. And | hope that you won't |et our equine athletes
down, both the humans and the horses, in nmaking your
deci sion. Thank you very nuch.

CHAI RMAN SHAPI RC:  Thank you. All right, | am
going to -- go ahead.

MR. GUSMAN: M. Chairman and nenbers of the

Board, Shane Gusman fromthe Law Offices of Barry Broad,
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here on behalf of the Teamsters, Unite Here as well as the
Jockeys Guild. Wth respect to the first two, the Teansters
and Unite Here, those two unions fully support Hol |l ywood
Park's position that Hollywod Park and the ownership there
has made a conmitnent. Certainly you have heard about the
i nvestments that they have nmade today. |It's clear that they
are committed to racing and conmitted to promoting the
i ndustry here in California.

But nore inportantly to us, they are commtted to
its work force. You've heard a | ot about the track that
they have installed. 1It's good for the horse, it's good for
the jockeys. Wth respect to the Jockeys CGuild, we don't
want to take sides in terns of Hollywod Park and Santa
Ani t a.

But I would say that as a matter of fairness it
seens that Hollywdod Park, who has put in this track for the
safety of both the horses and the riders, that they should
not be penalized. And that's really what you're talking
about. You're talking about renoving a week fromtheir
schedul e. They should not be penalized financially. W
want to encourage the kind of behavior that Holl ywood Park
has engaged in, which is proactive in going out and trying
to pronote safety.

So we woul d urge the Board conprom se here. |

know that the committee certainly has worked hard. But just
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because a conmittee has worked hard it doesn't nean that the
Board shoul d abdicate its responsibility and ensure that
there's fairness in these racing dates. And so we would
urge that the Board come up with a conpronmise that is
acceptable to both sides here so that no side is financially
harmed. Thank you.

CHAI RMAN SHAPI RC:  Thank you. Craig Fravel? You
are not Craig Fravel

MR, HALL: Craig Fravel? ©h, sorry.

CHAI RMAN SHAPI RO: No, you know what, |'m | ooking
at, I'mlooking at cards.

MR. HALL: Okay.

CHAI RMAN SHAPI RO:  And there's only four billion
of them here. Go ahead.

MR, HALL: Lee Hall Sr. from 1877. |'m here today
to speak on behalf of Hollywood Park and their contributions
to racing. Hollywod Park has not only brought in the
cushion track but Hol |l ywood Park, if you have been up and
down Prairie you see Hollywod Park is trying to tap a brand
new mar ket and bring in nmore fans by tapping the market with
the oriental group.

Also | amhere to say and not add too nmuch nmore to
anyt hing el se because for the sinple reason everything has
just about been said on it. But | would encourage this

Board to continue to I et Hollywod Park to have that week
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that they are trying to, that they -- thank you.

CHAI RMAN SHAPI RO:  Thank you. The cards that |
have let | believe are M. Couto, M. Fravel and
M. Jangotchian. Excuse ne, | can't see

MR, FRAVEL: Craig Fravel, Del Mar. | don't want
to get involved in the larger controversy. One of the
conprom ses | woul d suggest to have Hol |l ywood cl osi hg on
that Monday before we open. W have spent a number of years
trying to get these two day separations between race neets.
Clearly it would not be our preference to have Hol | ywood
cl ose on a Monday and then us open on a Wednesday. It puts
a great deal of stress on -- nore on the horsemen and ot her
participants in the industry, particularly our enpl oyees
trying to get down to Del Mar from Holl ywood with a one-day
turnaround. It's difficult turnaround.

That's not to say that we can't do it, we've done
it. | think the two day break started about six or seven
years ago and if that is a conprom se that makes this work
for the industry then we'll be happy to go along with that.
But my preference would be otherwise. That's really all |
had to say, thank you.

CHAI RMAN SHAPI RO Wel |l before you get away,

M. Fravel. One of the problens here is in fact that we,
the cal endar has been adjusted so that Del Mar doesn't race

beyond Labor Day and also for the creation of a Christmas
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break. And that is why | think in fact we have a squeeze
week. | know that we have | ooked ad nauseam at these
cal endars trying to do anything and I'mgoing to throw it
out there, you know, that if we could nmake all parties
happy, it is ny guess if we slid the cal endar down a week
But |'m assum ng that that would harm Del Mar and sonething
that you woul d not favor and TOC woul d have a probl em

MR. FRAVEL: You know, I'mall in favor of
fairness and trying to do the right thing to try to make the
i ndustry work. But to be honest with you we've done those
analyses in the past. W clearly believe that the cal endar
that has us closing the Wednesday after the Labor Day is not
only good for us froma financial standpoint, our horsenen,
our analysis says that it is worth about $300,000 in both
conmi ssi on, revenues and purses.

Conparing that week to the week after Labor Day.
We know that a | ot of horsenen have kids in school and they
start headi ng back to the Arcadi a and | ngl ewood areas sooner
and that | ast week just loses a lot of luster. And in the
i nterest of, you know, solving a dispute between Hol | ywood
and Santa Anita | can't concede that we should be the ones
to move it a week; to take the best nmeet in California and
conprom se it so that other people can, you know, settle
their differences.

It also creates significant issues with respect to
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t he stake schedule. [|'msure that -- we have currently five
grade one stakes, two of those, the Ranpona and the Eddie
Reed are run on the first weekend in order to keep a three
week separation before the Beverly B and the Arlington
MIlion. And | think M. Mndella can tell you that, you
know, those are races that typically draw horses that would
be in both races. And |I think you run a risk of

conprom sing our stake schedul e.

You also run into problens later on if you push
t he cal endar back at OCak Tree. That only has three weeks
for its first weekend before Breeders Cup next year and
don't think that's a -- Chillie can speak for hinself but I
think that's a significantly bad devel opnent for California
raci ng.

It sounds good and it sounds easy, just slide a
week and you'll be okay. | just don't think -- | nean, if
you were making a business decision about do you give them
the best weeks or give s the best weeks | think that's
pretty -- | could show you some statistics that nmake us | ook
pretty good. |'m prepared to do that but | think you know
what they are.

CHAI RVAN SHAPI RO Thank you.

COW SSIONER HARRI'S: | don't know. This is
probably going to be better, better revisited at sone other

time but it would be good if we could see any data you have.
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My thought is that perhaps that week after Labor Day is a
better week than it historically has been thought of.
Because all these trainers are getting old, their kids are
out of college by now W've been tal king about this for 20
years it seens |like. (Laughter) Yeah, they've got to go to
their retirenment homes or sonething.

Because that's really the real problem W're
trying to squeeze nore weeks into a tinme period we have.

And | obviously don't want to damage unduly anybody el se but
I think we just need to have sone due diligence on that.

MR. FRAVEL: Look, |I'm nore than happy to get
docunent ati on and nunbers and work on that. Candidly, the
first discussion of noving Del Mar's neet canme up yesterday
norni ng or the day before when | was about to get on an
airplane so | haven't up until this point thought it was
necessary to prepare that kind of information

COW SSI ONER HARRI'S:  Yeah. And | don't think we
have tinme today but it's just sonething. Because anything
you do there is always a ripple affect on other things.

But, | nean, there is always a preparation a nonth out.

MR. FRAVEL: We'd be nore than happy to present
our views on it and discuss it candidly but, you know, |
think on short notice it's a little hard for ne to concede
that's a good idea.

CHAI RMAN SHAPI RO:  Thank you. M. Mandell a.
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MR. MANDELLA: Hi, |I'm Richard Mandel |l a, horse
trainer. John nmentioned sonething about retirement hone for
trainers and it nmade nme think. That's ny nmain reason for
being up here today. |'ve had a few |lucky years and ny wife
and daught er have becone so expensive that retirenent is not
in my vocabulary (laughter). So when |I hear sonebody talk
about at | east three years, hell, sometimes it takes ne
three years to get a horse to the races. That's nothing to
me. |'ve got to ook at 10 or 20 years and | think that's
what the big picture is here.

Santa Anita, as far as anybody that | know, there
is no question of disappearing. Even if Magna went away |
remenber when Meditrust sold it. Martin Wgott had a group
that offered to buy it. Wayne Hughes had interest in buying
it. There were several options that would have been very
wel | taken are of to keep Santa Anita going.

| think sonebody nentioned here a m nute ago about
your responsibility and |I'm not here to say exactly what
that is. But | do say that it has got to be considered one
of your nost inportant jobs is to protect the future of this
game. And going on a three-year programis not going to do
it. You' ve got to go with the 10 or 20 year program and
what is going to keep us all here at the highest |evel,
which Santa Anita has. And | think that's the main topic

t oday.
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You know, one other thing is Hollywood Park has
two separate neets. It has its sumer neet and it has its
own fall neet. Santa Anita has its own winter nmeet but its
the landlord, the Gak Tree, who rents the property to run
the OCak Tree neeting. So they don't get quite the sanme
financial benefits fromthat. So when you're dealing with a
few days | think that hurts Santa Anita nore. Thank you.

CHAI RMAN SHAPI RO Thank you.

MR. BLONIEN: M. Chairman and nenbers, Rod
Bl oni en on behal f of Hollywod Park. There are a couple of
things | wanted to clarify. First of all, M. Daruty in his
presentation indicated the Legislature had passed a | aw
allowing Santa Anita to run for 17 weeks. The lawis
generic. It says that racing associations in the centra
zone may race for 17 weeks. There is nothing that would
conpel Santa Anita to have 17 weeks.

I"msure you all have seen the article in the
Bl ood Horse the |ast couple of days tal king about trainers
coming to California. Todd Fletcher, Richard Durrow, Lisa
Lewi s and Christophe Clement. | nmean, it's big news the
cushion track. What nmessage is this going be sending when
the next story is, gates at Holl ywood Park reduced.

We have a swing week. |If you go back and read the
transcript from'05 when M. Baedeker was representing

Hol | ywood Park and said, we concede this week to Santa Anita
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for the '06 year because they had it that year in '05. And,
you know, you can put all the charts that you want on the
Board and go back to 1933 but they don't nmean anything
because everything changed when this Board deci ded there was
going to be a Christms break and when you deci ded that De
Mar woul d not have racing after Labor Day.

The other thing in terns of the statistics that
were put up there and as | think sone of the members of the
Board know. If you include all revenues and you conpare the
| ast week of Santa Anita with the first week of Holl ywood
Par k, Hol |l ywood Park actually had six percent nore nobney
avail abl e for purses in that week than did Santa Anita in
their |ast week.

The last thing | would like to say is that there
has been sort of a whispering canpai gn going around that the
Governor and the Governor's O fice would prefer the dates to
go to Hol Il ywood Park because the Governor is mad at --
excuse nme, wants themto go to Santa Anita rather than
Hol | ywood Park because the Governor was upset or angry with
Hol | ywood Park. Well |1'd like you to know that the Governor
signed AB 3068 a few weeks ago that benefits only one entity
in the state of California and that is the Bay Meadows Land
Conpany, and that is a very firmindication that the
Governor is supportive of that managenent. Thank you.

CHAI RMAN SHAPI RO:  Thank you. Drew Couto, are you
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speaking to this matter? No? Okay, M. Jangotchian

MR. JAMCOTCHI AN. M. Chai rman,

CHAI RMAN SHAPI RO:  Jerry, one second, one second
here.

MR. JAMGOTCHI AN:  Sure.

CHAI RMAN SHAPI RO Okay, go ahead.

MR. JAMCOTCHI AN. M. Chairman, nenbers of the
Board, Jerry Jangotchian. And | am here to support both
tracks. Because as well as the owners and the trainers,
many of the trainers that really won't conme up here and tel
you their true feelings because of their concerns for
reprisal. So |I've kind of turned into the lightening rod or
the board for themto ask questions. And | sit back and
tell them you guys have to focus on the business. And if
you don't want to do anything to inprove the business then
you deserve what you get.

In this particular case | ambaffled by the fact
that Hol | ywood Park and Magna are forced apart, in mny
perception, by this Board. They have a conmpbn goal to nake
noney, as does the state, to nmake nbney on horse racing.
Why the separation? | ask nyself that question all the
time.

| think about the problens that relate to race
horses. | have 116 race horses around the world now. Less

in California, alot less in California than | had | ast
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year. | devel op shopping centers. |In the case of
California tell nme what area geographically, weather-w se,
woul d be better for horse racing than this vicinity. I
nmean, there is really nothing that any state has over
California. Disposable incone, narketing and entertai nnent
dollars. There is just no reason that horse raci ng doesn't
flourish in the state. Now why?

I have ny issues with the Board and Ms. Fermin and
obviously they're strong issues and | step back and | said
as | was trying to be realistic, what are the probl ens here?
And | focused on the fact that there is fiscal disrepair
within the CHRB. Now M. Shapiro, at the neeting you
chal l enged that and there is a letter dated July 21st that |
got a copy of from Wendy Voss tal ki ng about spending
cut backs.

The CHRB is freezing or reducing in-state and out -
of -state travel, requests for increases in enployee tine
bases will not be approved. Freeze all discretionary
promoti ons, reduce accunul ati on of enpl oyee overtine
credits, freeze all new supply and equi pnment purchases
unl ess approved from headquarters office. Which why is the
headquarters office in San Diego rather than Sacramento. |
still have never got a response to that.

CHAI RMAN SHAPI RO M. Jangotchi an, what does this

have to do with the subject that we're discussing, please?
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MR, JAMGOTCHI AN:  Well et me finish. Okay, you
know what, | won't talk about the fiscal disrepair

CHAI RVAN SHAPI RO Okay, thank you.

MR, JAMGOTCHI AN: But I'mglad that you now
acknowl edge it. Additionally though nmy concern is that this
Board is not listening. It is not listening to the people,
it's certainly not listening to the tracks, it's not
listening to the owners. Not to nention the violations of
ny rights and ot her people's rights by the stewards
al l egedly and other people. W're going to drop that.

Thi nk about the issues of the inprovenents of
California racetracks with the exception of Hollywood Park
and Santa Anita. |If you go up to Bay Meadows or Gol den Gate
or any of the fair tracks you kind of nove yourself back
into the '70s and the '80s. So the question is, why. Wy
don't they nmamke capital inprovenents? Wy don't they spend
money? Well the reason is because they are not meking
nmoney. So when this Board is concerned about field sizes
and horses conmng to California, new trainers, new owners,
you need to ask yourself, why. Wiy is this happening?

M. Shapiro, you haven't been the npbst courteous
listener. And | am hopeful that maybe after the | ast week
or two that you have becone a better |istener because
there's a |lot of people that are telling you things that you

really need and the Board really needs to listen to.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

128

Poor purses. | nean, | had a horse that ran here
that is now running at Rem ngton Park. | won a race at
Santa Anita | ast week and my $12,000 cl ai ner got a bigger
purse than | got at Remington Park. So |I'msaying to
nysel f, why even race here, and that is why | and other
peopl e, other owners, certainly have cut back racing in
California. And that doesn't help California racing. So
I've kind of isolated some of the problens but | think it's
econoni cs

So what are the solutions? Everybody knows the
solutions. Geater purses, new capital inprovenents,

i nvigorating the sport, bringing new people to the track
havi ng new technol ogy |ike sonme of the tracks in Canada.
More raci ng dates. Wiy not have nore racing dates? |[|f you
have nore horses you have nore racing dates. And | don't

t hi nk Magna or Hol | ywood Park are going to say, damrt, we
don't want any nore racing dates. | just don't think you'd
have a problemw th that.

The issue in this state is |eadership. And the
lady that is sitting to your right | don't believe in ny
personal opinion --

CHAI RMAN SHAPI RO M. Jangotchian, your tine is
up and | appreciate it.

MR. JAMGOTCHI AN:  Fi ne

CHAI RMAN SHAPI RO:  Thank you very nuch
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MR, JAMGOTCHIAN: |'d like to just say one --

CHAI RMAN SHAPI RO. M. Jangotchian, the tinme is
up. It was five mnutes.

MR, JAMGOTCHIAN. So M. Shapiro, I'mthe only,
I'"'mthe only person you are going to cut off from speaking,
correct?

CHAI RMAN SHAPI RO No, |I'mnot going to but you
are off point also. So | do appreciate your conments.

MR, JAMGOTCHIAN: So | will get back on point.

CHAI RMAN SHAPI RO.  Thank you very nuch
M. Jangot chi an.

MR. JAMGOTCHI AN:  Thank you

CHAI RMAN SHAPIRO: W th that | amgoing to
concl ude the public coment on this matter and | think it's
time for us as a Board to deliberate and try -- we have a
notion and a second on the table. | would like perhaps to
hear from Commi ssioners if any of the Conm ssioners would
like to address this subject.

COW SSI ONER ANDREINI: | was conming up this
norning in the dark of night and thinking about California
racing. And it struck ne that one of the things we have to
strive to do is to work together to be cohesive and not drag
ourselves apart. The notto | like to use is, together we
can do it, divided we're going to fail

| applaud the action that was taken by Hol |l ywood
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Park this year in putting in the cushion track. They did it
very quickly, very efficiently and the results are right
before us. Everyone enjoys training at Hollywod Park and
think they are going to have an excellent neet that is
comng up this fall

But | really think the real credit should be
acknow edged to my six other conm ssioners because | had
nothing to do with it. But the mandate of putting in
synthetic track in California by the CHRB was true
| eadership. W wouldn't have the cushion track at Hol | ywood
if it hadn't been for that mandate, at least in my opinion
But Hollywood did it. They took the initiative and they
noved qui ckly.

And | think it's -- I've listened to the
conversations this nmorning and now it's afternoon. It
strikes ne that people aren't listening out there. Because
what was mentioned, and | don't think anyone necessarily
understood it, was there were six additional days that are
proposed for Hollywod Park. And those are good days that
are being proposed. May 23rd, July 2, July 16th and
Decenber 17th through the 19th.

Certainly the issue of swing dates have come up
and | don't know if this has been proposed or not proposed.
But it strikes ne we are where we are at the present tine.

I think the swing date for 2007, if that's the date or week
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or whatever, should be where it is and the 2008 date we
shoul d consider giving to Hollywod Park to be fair, if
i ndeed everybody thinks there is such a swi ng week

Finally, in order to nove things forward we talk
about Santa Anita putting in the sanme track or a synthetic

track, whether it's cushion or whatever it nay be, in 2007

and that was agreed to. | thought that was a |ong step
forward at this nmeeting. | had never heard that necessarily
bef ore.

Also we tal ked about putting new barns on the back
stretch and had tangible dates. And Santa Anita will be
com ng back in 30 days to tal k about what they did with the
city council and what the dates are going to be to establish
new barns at Santa Anita.

So | think there has been a fair anopunt of
t oget herness this norning that kind of has nissed this group
of people out there. | think there's been good conprom se.
The dates have gone up at Holl ywood Park. Santa Anita is
putting in the synthetic track; they're inmproving their
barns. And | suggest that together we can do it but divided
we're going to fail. Thank you.

CHAI RMAN SHAPI ROC  Thank you. Comnri ssi oner
Aner man, do you have any conments to this?

COW SSI ONER ANDREI'NI: | think that conprom se is

the only --
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CHAI RMAN SHAPI RO:  Andreini, |'msorry.

COW SSI ONER ANDREINI: | know, | know. You have
been calling ne Arerman all day.

CHAI RVMAN SHAPI RO:  The As are over there.

COW SSI ONER AMERMAN: | ' m sorry about that.

COWM SSI ONER ANDREINI:  That's all right, | like
it. But I think conpronise is the only way to get this done
fairly. As | said, we've cone up with sone dates here that
| think -- | nmean, it takes one day away from Santa Anita.

I just think conpromse is the only way that this is going
to get done I think fairly. And we have to give sone
credit, a lot of credit to Hollywood Park and the noney

t hey' ve expended and they jumped in the pool first. They
did it first and without any equivocation. Santa Anita had
the sane opportunity, they just haven't chosen to do that
quite this mnute. But they're going to do it next year
So, those are ny feelings.

CHAI RMAN SHAPI RO Thank you. Commi ssi oner
Moretti.

VI CE CHAI RVMAN MORETTI: Yes. | have a few
comments so bear with ne, they mght not all flow snoothly.
First of all I too would very nuch like to comend Hol | ywood
Park for being the first out of the box in conplying with
the CHRB's nmandate to install a synthetic track. | think

it's going to be so nmuch better for all of California
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racing. | think it's fabul ous.

Since | was on the comm ttee back in 2005 maybe
can just add a statenent in there about that as well, that
di sput ed week, because of the cal endar, not because we chose
to give it to one before another, but because of the
constraints that we thought were better for the industry
that we put upon ourselves in terns of allowing Del Mar to
cl ose when it wanted to, and making sure that OCak Tree was
not going to be penalized in terns of its ability to prep
for Breeders Cup, and then that Santa Anita still wanted the
traditi onal Decenber 26th opening. All of that is what
created the squish and the squeeze or the sw ng, which, by
the way was never a word adopted or used by the CHRB, as |
bel i eve the author of that was Drew Couto at that tine.

And ny recollection of that particular tinme is
that actually Jack MDaniel | think was the head of Santa
Anita and Scott was there and there were some wonderfu
poi nts presented by Santa Anita that actually had nme
inclined to be voting for Santa Anita at that particul ar
point in tine.

It wasn't until conversations and statements by
Ri ck Baedeker and Drew Couto that led nme to believe as
presented that if we didn't give Hollywod Park those couple
of extra days it was nmeke or break tinme for Hollywod Park,

they would be closing in the next year or two.
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So we voted for -- for Hollywod Park for those
extra days. It wasn't necessarily a vote to turn around and
say okay, let's be fair to Santa Anita. The next year, that
was actually again authored by Drew, if my recollection
serves ne.

So now we're here a couple years later and we're
at the sane juncture. Now as | understand it the cal endar
after 2009 is going to take care of this dilemma for us. W
will not be presented with this and nost of us will be |ong
gone at that point anyway. But | would like to, if you'l
i ndul ge me, nmeke a couple of other coments.

And that is last year, we, the Board asked
requested, were vehenent in asking the industry to try and
revive itself. To cone up with nore - - to put nore noney
into marketing. To inprove the bottomline. Santa Anita
conplied. They put nore noney into marketing. They did
i mprove their bottomline. W had an incredible year |ast
year.

This year we asked and demanded that a synthetic
track be put in place. Hollywod Park has stepped to the
fore and is the first of all the tracks to put it in. And
again, | conmend them

But because they are the first this year doesn't
mean that | forget that |ast year we said soneone has to

step to the plate and put some marketing dollars in there.
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And you know what? Santa Anita stepped to the plate and
t hey put sone marketing dollars in there. And we have the
proof of that.

Next year at this same time we will hopefully have
the proof that an investnment nmade by Hol |l ywood Park first
wi || have brought to the fore many, many nore horses, nmany
nore trainers, nuch fewer accidents and incidents for the
hor ses.

So | want to see the nunbers next year before
vote to give sonething because, because they were the first
to comply. Because next year, by the way, if Santa Anita
doesn't conply they don't get the dates. They don't get any
dates as far as |'m concerned. So having said that --

COW SSI ONER HARRI'S:  That's kind of harsh.

VI CE CHAI RVAN MORETTI: We said we want synthetic
tracks. There are other, there are other tracks around,
okay? Now let me bring up sonething because a coupl e of
peopl e have alluded to it. M. Fancher nentioned it. And
it's been very -- it's been a very interesting tine on this
dates commttee. And unfortunately |I've been on, or
fortunately 1've been on the dates committee for nore than a
few years now.

But | have never been so bonmbarded, so | obbied by
| obbyi sts and ot her hired guns, by people in the

associ ations, by legislators who really know nothing, nor do
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they care about horse racing, but because they were pronpted
by | obbyists they wote letters, sonme rather nasty letters,
sonetinmes threatening, veiled threats, in coments and
didn't appreciate it.

But then | started thinking about it. And I
t hought, you know, this is really interesting. Because if
the energy that went into these letters and this canpai gn
were to be put into a canpaign, a pro horse racing canpaign

in Sacramento, we could do wonders up there. And

started -- (Appl ause)
Thank you. | think that this is very, very
important. | started thinking about over the years, the

last 20 or so years, of all the tines that the horse racing
i ndustry has cone together, and those are very rare tines,
come together with the Legislature. Mst of the tine with
Ken Maddy at the helm And certain things were done on
behal f of the industry.

But nost of those things that were done were not
done by the industry, they were done by the Legislature for
the industry. The industry is always going to the
Legi sl ature hat in hand, whether it was, you know, exotic
races, sinulcast facilities, breeders awards, sim-- | said
si mul cast, obviously ADW license fee relief.

And now | know you're going again trying to go and

get mitigation fromthe conpacts and fromothers. But ny
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caution to you is yes, go, go as a united industry. Don't
go just in -- as Hollywod Park or Santa Anita or anyone
el se. You've got to be united if you want to get anything
up there.

And you've also got to step to the plate. | nean
license fee relief was supposed to have brought us back up
Where are we? ADWwas supposed to have brought us back up
VWhere are we? We're fighting over ADWnow for God's sakes.

I nmean, this is not the way to go.

I have worked with many industries in Sacranento.
And they're all filled, they're all, they're made up of
natural conpetitors, whether it's the oil industry, the
technol ogy industry, the biotech industry, the health care
i ndustry. Trust ne, they are -- they are conpetitors, and
heavy duty conpetitors.

But |'ve never seen an industry so contentious, so
hat eful towards each other. And you know what, that's
starting to hurt us up in Sacranento. So ny request to you
is stop being predators. Be natural conpetitors. That's
what you are. That's what will make us great. That's what
makes ot her sports great.

So with that I will stop. | just am asking you to
start working together and we would like to work with you.
And we're not working agai nst you. Thank you.

CHAI RMAN SHAPI RO Thank you. Comnri ssi oner
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Bi anco?

COW SSI ONER BI ANCO: | have sone of the sane
positions that Marie has. | have never gotten so many
e-mails, so many faxes, so many threatening pieces of paper
by public officials. | think it stinks to be very honest
with you. The only reason we are getting sonething done on
this board after maybe seven years is taking a hard |line on
a lot of things.

I Iike sone of the docunmentation that | did
receive on conproni ses, conprom se dates. It seenms that if
these conpetitors don't give a little bit this industry
gets, you know, nore negative publicity than positive. The
safety issue is the big thing for me. On the poly tracks |
see it much safer for nmy horses, for the jockeys, which is
my main concern.

When | first got on this Board there was an awfu
ot of labor -- losing jobs that were directly, you know
direct union labor. | didn't like it, |I've seen it
continual ly happen,

The amount of people that | see going to the track
this past year has inproved but | still think that as a
Commi ssioner the race dates are critical, they should be
divided. [If nobody can make that decision anpongst the
i ndustry then it's up to the people on this Board up here to

come up with some edict, which we did, right?
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But to get a lot of the, you know, to get a |ot of
the industry to nesh together, you know, until that happens
this racing industry is not going to get better. And people
out there are going to continue to, you know, say this abut
us, that about us. | even got one of ny grandsons telling
me, grandpa, don't you ever get anything positive about this
Board you're on? And | |ook around and | said, well you're
probably right.

But | said, | think we're acconplishing different
things this particular year if this Board has to be hard
line. You can't be a nice guy and get ahead working in a
public domain like we try to do. W've tried to consider
everybody's feelings, even financially and to me it just
doesn't work. You have to have edict and that's what this
Board and the Board in the future will have to do.

Because you're getting sonmething acconplished now,
even though there's two different sides here. To nme | think
a conprom se resolution on this, if we have to dictate it
then we'll dictate it. Thank you.

CHAI RVMAN SHAPI RO: Conmi ssi oner Harris?

COW SSI ONER HARRI'S:  Well |'d agree with much of
what's been said by everyone, really. This is just such a
difficult issue to balance everything. | think if you just
did a poll of a lot of the racing fans they would |like to,

you know, race less. | nean, to cut dates pretty
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dramatically but | don't think that's practical fromthe
i nconme side and the horsemen side. W' d probably have the
bi ggest purses in the world and the biggest attendance
arguably in the world if we raced just weekends but all the
hor semen woul d be out of business because they woul dn't have
enough opportunities to run their horses.

There is no sinple solution. | think any of us,
if we just sat down and canme up with a calendar it mght be
slightly different than what the conm ttee has done but the
committee has put nuch effort intoit. | was on the dates
committee one tine and that's probably one of the toughest
jobs of any place, it's unbelievable. And then the
frustration is you get here and the whole thing gets hashed
out agai n.

But | don't know. | think I'm persuaded that
Santa Anita, | don't think that we should set any kind of a
precedent of giving Santa Anita that 17th week but | can't
see how to make it work. | think I would be in favor of
some nmethod, which | don't think we can really do this year
because it wasn't really hashed out that nmuch in the
committee nmeetings is to nove Del Mar back a week and j ust
have Hol | ywood drop sonme of their l[ast week. But that
reinvents it too nuch fromwhat the conmttee has really
| ooked at.

But | agree too, Marie, on the divisiveness and
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the contention. Really we're |ooking at sonething here.
When people say, it's not about the noney, that usually
nmeans it's about the noney. Now I'mjust kidding there in a
way but, | nmean, | think you're |ooking at maybe four or
five thousand dollars difference between if Santa Anita
makes it or Hollywod Park makes it. And that's significant
money.

But | mean, in a good day probably the collective
audi ence here could make that nuch nmoney instead of sitting
around fighting about it. You know, if racing was assigned
the task of having a firing squad we would certainly do it
in a circle because that's the way we do things (laughter).
Shoot at each other instead of a comon eneny.

So | appreciate all the work that's gone into it
and | just hate to make really dramati c changes in what the
committee has recomrended. Although | m ght have done it
differently nyself and | can synmpathize with all the reasons
t hat maybe there's better ways to do this and that. | think
I would like to, if we do add to the comittee's
reconmmendati on, we do add back a few nore dates here and
there to Hol | ywood Park.

CHAI RMAN SHAPI RO:  Thank you. This happens to be
the anniversary, the second anniversary of nmy joining this
racing board in this very location. Wen | cane here nobody

out there really knew who I was and there was a -- and
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probably woul d have been better off today if it was stil
that way. Because | cane here with a |ot of hope and
aspirations to help an industry that | love. | didn't know
that 1 was wal king into the hostile and divisive environnent
that this industry succunbed to.

Frankly it is very disheartening and it is
extrenely frustrating to sit up here, volunteer as nuch tinme
as we do to try to help an industry and have to go through
the attacks and the acrinony that we deal with. Frankly I
am personal ly offended that anybody would either call me or
personal ly stand here and threaten me. | don't like it, |
don't appreciate it, and |ike anybody that feels attacked
their natural inclination is to nove back or fight back

But that is not ny role here. Hollywod Park did
a wonderful thing by installing cushion track. And yes, ny
horses are over there and |'mthrilled that they are there.
And | can't wait to see that Del Mar and Col den Gate and
Santa Anita and even Bay Meadows if it's still around
installs these surfaces. Because it is about safety and
it's about the horses and about the riders.

But | resent that over the |last few weeks | have
heard fromthe president of the senate, the assenbly
| eaders, various senators, and even spoken to the Governor's
Office because | was initially challenged that this isn't

our role. And | |ooked and | went to the rule book and
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went to the | aw book and it was very clear, this is our
role. And it's unfortunate that people feel that by using
| obbyi sts and bringing political pressure on us that they
are going to influence our decisions in this matter.

| agree with what Commi ssioner Moretti said. It's
a shane that that energy isn't used for positive
i mprovenents in this industry rather than continuing to
per petuate our image of a conpletely divided and
dysfunctional industry where we get nothing done.

It angers ne. The truth of this is | am not
|l ooking to inflict financial harmon any party at all. To
the contrary, | amtrying to help horse racing. M views to
this have been | ooking to help and address the problens that
are endemic to this industry.

We all know that we need sone formof mtigation
We all know that we're going to be in a conpetitive fight
for horses if we cannot find a way to raise purses. So as |
approached this I went and | ooked at those items that |
t hought were prudent in making this decision. It wasn't to
favor one track or another or it wasn't to favor who nade
nore noney. Frankly | don't believe that's our job up here.
Qur job is not to look at the special interest of who is
getting what. Qur job is to look at the industry and the
st akehol ders within it and how we can help the industry as a

whol e.
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And while my view of what our role and our m ssion
statement may be a bit tilted that it isn't about enhancing
revenues it is about enhancing the industry. So when
| ooked at it and | asked our staff to run nunbers, in every
i nstance that | could come up with there was nore purse
generation fromall sources of handle or fromjust |ive, on-
track at Santa Anita.

And | am a believer that we nust have fans at the
racetrack to make horse racing survive in California. |
don't buy into, let us becone a studio sport. Because then
if that is the case we I ose not only potentially Hol |l ywood
Park but we'll |ose Santa Anita and we might as well go out
to Ti mbukt u.

So | also look at the long termconmtnent. |
appreciate that Holl ywood Park is fighting to nmake horse
racing viable. And | hope that the rest of the industry
will join with them and can align thenselves behind the sane
way of doing that. But | also am m ndful that Santa Anita
iswilling to remain conmitted for many, nmany, many years
with no caveats. And | happen to agree with the speaker
that said if Stronach can't meke it sonebody else will step
up and save Santa Anita as a racetrack.

So for ne it does cone into econom cs of what is
best for horse racing. What's best for our horsenen, what's

best for our fans. It has nothing to do with one track over
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the other. And | resent any inplication to the contrary.
And for that reason | personally amin favor of the cal endar
that has been subject to the notion that was nade earlier
Therefore without any further adieu what | would like to do
is call the question.

DEPUTY ATTORNEY CGENERAL KNI GHT: Is it clear what
the nmotion is?

CHAI RMAN SHAPIRO: | will be glad to repeat it.
The notion was to adopt the cal endar recommended by the
strategic planning commttee and race dates committee, plus
adding the followi ng dates for racing: Decenber 28th at
Santa Anita, January 10th at Santa Anita, May 23rd at

Hol | ywood Park, July 2nd at Hol | ywood Park, July 16th at

Hol | ywood Par k, Decenber 17th at Hol |l ywood Park. | believe
that was -- there was a notion to approve that and a second.
I will call the question.

COW SSIONER HARRI'S: | had a few somewhat m nor

nodi fications to that. Should we vote on this and then go
to the nodifications or --

CHAI RMAN SHAPI RO:  No, why don't you offer if you
want them nodifi ed.

COW SSIONER HARRIS:  If | could do an amendnent.
I woul d suggest that we drop essentially the six day weeks
that we create except for, yeah, the six day weeks that we

create at Santa Anita by dropping January 17 and January 24.
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I think that's the only one. And at Holl ywood Park though,
to give themthe opportunity to run maybe two days. | was
t hi nking a good option would be that week of Decenber 16,
which is well ahead of Christnmas Day and wel| ahead of
Decenber 26, which is the first day of Santa Anita, that

they could race three days in that week and they'd just pick

t he days.

VI CE CHAI RMAN MORETTI: I nstead of ?

CHAI RMAN SHAPI RO  Okay, let ne just clarify on
the January dates. | don't see |ooking at the calendar if

the raci ng week starts on Wednesday the 17th, 18th, 19th,
20th and 21st is a five-day week.

COW SSI ONER HARRI'S:  Yeah, but they're racing the
15th? That's Martin Luther King Day.

CHAI RMAN SHAPI RO Yes, they're racing on the
15th. That's why -- Okay, if you add back the 10th then |
agree with you.

COW SSI ONER HARRI'S:  You're addi ng back the 10t h.

CHAI RVAN SHAPI RO If you take the 10th we'll take
the 17th, | would agree.

COW SSI ONER HARRI' S:  Yeah, we're addi ng back --
Yeah, I'd stipulate that we're addi ng back the 10t h.

CHAI RVAN SHAPI RO: And | woul d amend the notion to
take out the 17th. | would agree with that.

COW SSI ONER HARRI'S:  And then the same way the
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next week. We're adding back the 14th but you take out the,
the 21st of February.

CHAI RMAN SHAPI RC: The 14th? The 14th is a
Sunday.

COW SSI ONER HARRI'S:  No, the 14th of February.

CHAI RMAN SHAPI RC: You got nme. That's where you
| ost me, okay.

COWM SSI ONER HARRI'S:  Yeah.

CHAI RMAN SHAPI RO So you are proposing to take
the --

COW SSI ONER HARRI'S:  We have added back the 14th
but we're going to take out the 21st of February. Both of
those would be --

CHAI RMAN SHAPI RO No John, let me go through it
again to make sure. In January -- | will anmend the notion
such that they would race on the 10th of January.

COWM SSI ONER HARRI'S:  Ri ght.

CHAI RMAN SHAPI RO They woul d not race on the 17th
of January.

COW SSI ONER HARRI'S:  That's right.

CHAI RMAN SHAPI RO Okay.

COW SSI ONER HARRI'S:  And in February they woul d
race on the 14th, Valentine's Day, but they would not race
on the 21st because if they did that they would have a six

day week that week.
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CHAI RMAN SHAPI RO Okay. Wuld it be okay with
you that we can let, we can say either/or for those two for
them | agree with you.

MR, LIEBAU: Could I? | know |I'm out of order but
could | just interject something that would be of help here?

CHAl RMAN SHAPI RO:  Sure.

MR. LI EBAU:. Bay Meadows opens on the 14th. It
woul d be very inportant for Bay Meadows --

CHAI RVAN SHAPI RO: The 14th of what nonth, Jack?

MR. LI EBAU: O February.

CHAI RMAN SHAPI RO:  Okay.

MR LIEBAU: Wich is what M. Harris is
suggesting. Bay Meadows is closed on the 21st.

CHAI RVAN SHAPI RO: Then that woul d nmake sense that
they race on the 14th with Bay Meadows --

MR. LI EBAU:. Right.

CHAI RVAN SHAPI RO  And they are closed on the 21st
of February.

MR. LI EBAU: Thank you.

COW SSI ONER HARRI S:  Ri ght.

CHAI RVMAN SHAPIRG:  Okay. | will amend the notion
to do that unless there is an objection fromthe Santa Anita
folks. | don't see one. 1'll accept that amendnent. |Is
there a second for that?

COWM SSI ONER BI ANCO:  Second.
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VI CE CHAI RVAN MORETTI: Second.

COW SSI ONER HARRI'S: And the anendnent al so
i ncluded that they could get three days the week of Decenber
16t h, rather than one day.

CHAI RMAN SHAPI RO That's fine, | have no problem
doing that. Okay, all those in favor?

(Ayes)

Anybody opposed? No opposed, the nmotion is
passed. All right, we are obviously running very |long and
therefore in an effort to keep the neeting noving ahead we
are going to now deal with Itens nunber 6 through 9.
However, we are going to take themin the order of 7, 8, 9
and come back to 6.

(Conmi ssi oner Moss returned to
the neeting room)

Before starting this discussion, if everybody can
qui et down. The next three itens on our agenda are to hear
applications for approval to conduct ADW wagering by the
three existing ADWconpanies. |'d like to try and frane
what this issue is and provide a little bit of an overview.

When ADW cane into existence in 2002 everyone had
hi gh hopes that it would result in new wagering dollars,

i ncrease purses, increase field size and new fans. W al so
bel i eved that cannibalization of existing on-track

attendance woul d not occur or if it did it would be nm ninmal.
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Prom ses were nade that new jobs related to ADWwoul d be
created for our union workers such as tel ephone jobs in
customer service

Now wi th four years under our belt it appears that
nost if not all of our original hopes and desires have not
occurred. This is not the fault of any ADW provider, this
is sinply the facts of the situation. G ven we now have
this past performance record it is incunbent for all of us
to band together and find a way to i nprove the use of ADW
for the benefit of all parties, the fans, the owners, the
trainers, the jockeys, the tracks, racetrack workers and the
ADW provi ders themsel ves. Not an easy task and it will be
tackled in large part at the end of 2007 when this | aw
sunset s.

Today we are faced with re-1licensing these
conpani es that provide ADWwagering in California. Over the
| ast year there have been considerabl e differences of
opi ni on regardi ng sone issues pertaining to ADW i ncl udi ng,
do the horsenmen have a right to participate or have
agreenents related to ADW? Are exclusive agreenents between
tracks and a particular ADWconmpany in the best interest of
California racing as a whole? |If there is a dispute between
a licensee and an ADW conpany can or should the CHRB have
the authority to decide it? And is there a way to divide

the incone differently so that the increase of a share goes
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to horsenen and owners so the purses can increase?

VWile I know sone of these issues will be
consi dered when the law itself is revisited by the
Legi slature | believe we should today take steps to ensure
that |icenses we are considering for all ADWproviders are
issued with the best interest of all stakeholders, including
the public, in mnd.

Section 19460(b) of the horse racing | aw states
that respect to licenses granted they are subject to the
rul es, regulations and conditions fromtinme to tinme
prescri bed by the Board. Section 19460(c) says that they
shall contain such conditions as are deemed necessary or
desirable by the Board for the purposes of this chapter

Wth this in mnd | hope that we will consider
t hese i ssues as we consider these |licenses. There is no
doubt in nmy mnd that the television, Internet stream ng and
broadcasting of signals is very valuable to expose nore
peopl e, or people who otherwi se would not be able to cone to
the track to our product. | amvery thankful to the ADW
provi ders but we have to find a way to use it to the better
benefit of racing.

Wth that | would like to first hear the
application from XpressBet. So perhaps the people from
XpressBet want to cone forward and sit at the table and we

can go through.
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COW SSI ONER HARRI'S:  One thing, which maybe was
going to cone up in the discussion but maybe to clarify. |
don't think any of these applicants, applications contain
any agreenents with tracks or horsenen. | just think that
we shoul d have conpl eted agreenents. Not necessarily
conpl eted applications when we revi ew them because we really
don't know. | don't really feel we are in a position to
approve any of these until we get the conpl eted agreenents.

CHAI RMVAN SHAPIRO. | believe that is a very good
posture to take and | tend to agree with you. The question
is perhaps just as we do a racing |license application we
shoul d review the agreenment, ask our questions. |If they are
incompl ete I would suggest we defer themuntil they are
conpl ete.

COW SSI ONER HARRI'S:  Yeah. But | think even -- |
feel the same way on anything that we look at. Sonetines
we'll say we'll approve it subject to getting it and, you
know, at the 11th hour there is a dispute.

CHAI RVAN SHAPI RO: We don't get it. Right.

COMW SSIONER HARRIS:  So |'d just rather get it
out of the way once and for all at one tine.

CHAI RMAN SHAPIRO: | agree with that but | think
that it would be smart for us to |listen to each ADW conpany,
review their application, ask the questions we have. So

that if we are in the position and the application is
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conpl ete we can approve it. |If not we can revisit it at our
next neeting.

MR. DARUTY: |'m Scott Daruty from Magna
Ent ertai nnent on behalf of XpressBet and | have here with ne
Gene Schebrier with XpressBet as well. Sorry.

STAFF SERVI CES MANAGER | WAGNER: Jacki e Wagner
CHRB staff. As a neans of just introducing each ADW
application | will just give you a little background and
then turn it over to the representatives.

XpressBet, they have filed their application as an
out-of-state multi-jurisdictional wagering hub to provide
our ADW wagering. They are currently licensed through
Decenber 31 as an out-of-state nulti-jurisdictional wagering
hub. They have applied for a license that will run from
January 1, 2007 through Decenber 31, 2007. At this tine
they are proposing to run a full 24 hours a day.

They are applying for a one-year license. As you
mentioned M. Chairman, that the statutory authority for
advance deposit wagering sunsets in Decenber of 2007.

Their current track contracts and horsemen's
approval s that they have right now currently extend through
-- their term their current term which extends through
Decenber 31, 2006. M understanding is that they are in
negoti ati ons for the 2007 contracts.

This application is mssing the contracts for
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2007, they are mssing the agreenents fromthe horsenen.
And staff recommends the Board approve the application
contingent upon the conpletion of those m ssing contracts.

CHAI RVAN SHAPI RO  Thank you. 1'd like to ask you
a few questions, if | mght.

MR. DARUTY: Yes.

CHAI RMAN SHAPIRO:  First of all, since 2002 it
appears you had an agreenent with the horsenen.

MR. DARUTY: That's correct.

CHAI RMAN SHAPI RO Correct ?

MR. DARUTY: Yes, that's correct.

COW SSIONER HARRIS:  |f we could see that at some
poi nt .

CHAI RVAN SHAPIRO: | believe it is included. Not
goi ng back to 2002 but | believe that you may have it in
t hi s package.

MR, COUTO | don't believe they have them yet.

CHAI RMAN SHAPIRO. I'mtal king about old ones, if
that's what you were asking. And | believe the materia
that | have seen, and | have also reviewed all of the staff
reports going back to 2002. There was a requirenent that
there was -- the Board asked that there be horsemen's
agreenents in your application. It is ny understanding that
you had them Do you have any objection to having a

horsenen's agreenment with respect to your current
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application for licensure?

MR, DARUTY: No, we don't. Not only do we not
have an objection we think it is an appropriate requirenent
for this Board to inpose. You know, our industry is based
on partnership between the tracks and the horsenen and it
seens to me that it's critical for account wagering to not
over|l ook the horsemen. So we've already talked with the
TOC. W have worked out an arrangenent with the same hub
rates for '07 as we had currently. That docunent has not
been signed yet but | don't anticipate any substantive
problenms with that docunent.

At the same time we as an account wageri ng conpany
cannot allow ourselves to be put at a disadvantage to our
conpetitors. So if this board changes its rules or
requi renents and no |onger requires a horsenen's agreenent,
you know, | think that it should apply to all. But again,
we believe that it's a very appropriate requirenment for you
to pl ace.

CHAI RMAN SHAPI RO  Okay. In your application you
were only asking for authority to accept wagers on Bay
Meadows, CARF, Sacranmento Harness, LA Turf Cub, Pacific,
Del Mar, LA County Fair. \What if you were able to reach an
agreenent with say Holl ywood Park. Would you not want the
authority to do that?

MR, DARUTY: W would love to reach agreenent and

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

156
carry Hol Il ywood Park's signal through XpressBet. And in
fact | think there may actually be an error in that
application hearing you say that because we do accept wagers
fromcertain jurisdictions by tel ephone only on Hol | ywood
Park's signal. | also --

COW SSI ONER HARRI'S: | -- go ahead.

CHAI RMAN SHAPI RO  One second. Do you not al so
accept wagers from Oak Tree?

MR, DARUTY: Yes. Again | think there nmay have
been an oversight. The Oak Tree, Del Mar and Hol | ywood Park
signals are carried by XpressBet in limted jurisdictions
and by tel ephone only.

CHAI RMAN SHAPI RO Okay.

COW SSI ONER HARRI'S:  The issue | think though is
not clear. XpressBet does not accept bets in California on
Del Mar.

MR. DARUTY: Ckay, and that may be, that's
correct.

COW SSIONER HARRIS: We're licensing in
California is what we're doing. W're not doing, it's not a
national |icense

MR. DARUTY: Ckay, this may be where the confusion
is. There's a list of where we carry, what signals we carry
in-state and what signals we carry out-of-state. No, within

the state of California, no, we do not accept wagers on any
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of those three racetracks. But we would love to if we
coul d.

CHAI RMAN SHAPIRGC:  Al'l right, okay. M. Daruty,
when ADW cane into existence there was a promse fromthis
i ndustry that there would be a nunber of jobs created in
California. Those jobs were going to be tel ephone operator
jobs. And it is ny understanding as |'ve gone back and read
some of the transcripts, and | think other members of this
Board who pre-date ne, all believe that those jobs would be
here.

What has happened is, as | understand it, hubs
were created in other states and therefore there are very
few jobs that actually come to California. | know recently
-- you state here that in essence XpressBet enploys 3.5
full-time union workers in the state of California. That
doesn't sound like a lot of jobs to me. And that doesn't
seemthat it was really fair that those workers that got
behi nd ADW wagering and were prom sed jobs got what they
were entitled to.

As | nmentioned earlier in the nmeeting, | did visit
with M. Stronach and | was made aware that jobs were being
transferred, | think fromPittsburgh to Oregon, tel ephone
operator jobs. And | asked himif he would bring those jobs
to California because that's what was pronised to

California. Can you tell ne whether or not that is being
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done?

MR, DARUTY: Well what | can tell you, and if
you' Il indulge a little bit of background here. You are
correct. When we first entered the California market,
XpressBet first entered the California account wagering
mar ket, we had a pre-existing tel ephone call center in
Pittsburgh and we did not want to have to relocate those
enpl oyees and put them through that disruption

If I"mcorrect, and certainly the other providers
will tell me if I'mwong when they come up here but |
believe we were the only one that really had -- Let nme put
it this way, no one else put a call center in California
ei ther is nmy understanding.

CHAI RMAN SHAPIRGC: | don't care what other ones
did right now, | care what you did.

MR. DARUTY: Correct. Here we go, that's a | ot
better. So we do not have a call center in California,
that's correct. For reasons that are beyond the scope of
this meeting we decided to nove that call center out of
Pittsburgh and | ooked at the econom cs of noving those
people to California.

And while we want to do the right thing by our
enpl oyees and the unions, the fact of the matter is the
econonics of having a call center in California just cannot

be justified. There is no possible way a tel ephone operator
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can answer the phone enough tines and take enough wagers in
an hour on the limted hub fee that the account wagering
conpany nmakes that they can, that that can be econonically
done.

Now what we have done is we have entered into
di scussions with the union about other jobs. W have
of fered the creation of a nunber of additional mnutuel clerks
jobs at the racetrack for the union. W have had ot her
di scussi ons about other ideas. Quite honestly we haven't
come up with anything yet that they have been satisfied with
but we're willing to keep tal king.

The point about the phone operators. W could,
suppose, put a call center here and | ose noney on every
enpl oyee and | ose nobney on every wager. But ultinmately that
is not a business that nakes any sense and it didn't seem
appropriate for us just to subsidize a | osing operation just
for the purpose of satisfying the union. What we wanted to
do was talk with them and cone up with sonething that
satisfies them but that also actually makes busi ness sense.
So that is the process we are in right now

COW SSI ONER HARRI'S: | amnot sure if we can
really dictate if a job is a union job or not a union job
but I'"mnot really clear. Are you saying that you can run a
call center in Oregon cheaper than you can run a call center

in California?

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

160

MR. DARUTY: Absolutely.

COW SSI ONER HARRI' S:  Why is that?

MR. DARUTY: Because the |abor costs in California
are, | think, over twi ce per hour

COW SSI ONER HARRI'S:  Wel | sone places. |
guarantee if they cone to Huron or Coalinga we could find
you sone pretty reasonable |abor. A call center can be
anywhere, it doesn't have to be in Beverly Hills (laughter).

CHAI RMAN SHAPIRO: | think, | think what they are
saying is that the union hourly rate is about $28 an hour in
Cal i fornia.

COW SSI ONER HARRI S:  Ri ght.

CHAI RMAN SHAPIRO: And it's $11 in Oregon,
correct?

MR. DARUTY: That is absolutely correct.

COW SSI ONER HARRI'S: Wel |, but | nean, but |
think the solution would be, that assuming that it has to be
a union job, which | don't necessarily buy into, but if it
did that there are a ot of union jobs around that are $11
an hour that the union might possibly be interested in

MR. DARUTY: We'd explore any options. W would
like to have a call center in California, we'd like to
deliver on jobs that the union was expecting. But again, we
don't want to just create positions that | ose noney because

that is not doing anybody any favors and certainly those
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| don't see in your

application is, what are you going to do to make ADW wor k

better for California? What are you go

ng to do to -- what

can you do? Let nme give you, let ne ask a question. W

hear about exclusives. What is your view on these exclusive

agreenment s?

MR. DARUTY: | personally stated on the record at

past CHRB neetings and | know other representatives of

XpressBet have done so as well both int

his jurisdiction and

in others. W do not believe the exclusive nodel is a good

nodel for the horse racing industry. W believe it's

harnful to the racetracks, we believe it

's harnful to the

hor senen, and nost inportantly we believe it's harnful to

the fans. We have --

But it is also no secret at the sane tinme that we

have to sone extent exclusive rights over the Magna

racetracks and that we don't provide that content to TVG |

want to nake clear that that position we have adopted was a

defensive position. TVG was the one who adopted originally

t he excl usive npdel s.

We have publicly stated before and I'Il say again

we would gladly trade our content for their content on any

ternms they choose as long as those terns are reciprocal

But up until this point that is not an offer that has been
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accepted. So we do believe exclusives are harnful but at
the sane tinme for our business reasons if one of our
conpetitors is using an exclusive nodel we have no choice
but to follow that as well just for our own survival.

And | would just like to add one point. |'m
tal ki ng about the donestic market here. W've been
struggling just to get ADWfixed within the United States.
You can't even consider the international inplication. But
what | have to say is for donestic distribution

CHAI RMVAN SHAPI RO Wel |l looking at it from horse
racing's perspective, aren't we better off making, making
our signal and the places where people can wager on
California horse racing at as many places as we can?

MR, DARUTY: That is our view. Again, | know that
TVG has a different view. W happen to think our viewis
correct. But yes, we believe that we are selling a product.
And the nore people you can put your product in front of the
nore people who are likely to buy it. So we believe the
broadest possible distribution is the best thing for
horsenen and for the racetracks. And it also allows the
nost freedom of choice for the fans.

CHAI RMAN SHAPI RO  And M. Daruty, | have seen
sonme schedules with respect to how the wagering dollar is
di vi ded between the ADW conpani es, between the horsenen,

between the tracks. And it appears to nme that in many cases
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that the horsenen aren't getting enough of that revenue.
And again we need to get the purses up. W have to help
California horsenmen so that the owners will stay invested
here. \Wat solutions do you see for that type of a problen?

MR, DARUTY: Well | think we're uniquely situated
as an account wageri ng conpany because of our heavy
i nvestment in racetracks. So, you know, | like to think
that that, you know, maybe keeps us, you know, right down
the mddle of trying to be fair to both sides.

And what we have seen is that historically we
believe the host fees that have been paid to the racetracks
have been insufficient fromthe account wagering conpanies
and it has been our goal to have all account wagering
conpani es pay higher host fees for our content. And that
i ncl udes XpressBet. XpressBet pays a high host fee just as
Youbet and ot hers who carry our content do.

And of course the higher the host fee, that nobney
is returned to the racetrack that actually produced the
show, that put on the race, and half of it is split with the
horsemen. So we think that's inportant.

COW SSI ONER HARRI'S:  Coul d you define, just to
hel p some of us out, define what the host fee is.

MR. DARUTY: Yes. The host fee is the fee that is
pai d by the account wagering conpany to the racetrack that

conducted the live race that is wagered on.
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COW SSI ONER HARRI'S:  And that is then split
bet ween t he horsenmen and the track?

MR. DARUTY: That is correct. So as host fees
increase, if we're successful in getting themincreased,
that ultimately increases purses.

CHAI RMAN SHAPI RO So let ne give you a specific
exanple. |If sonmebody makes a wager on XpressBet from
outside California on your races at Santa Anita and there is
a 19 percent take-out, 12 and a half percent of that nopney
goes to the ADW conpany. Now | understand there's sone
mar ket source fees and things that may conme out of that but
the bottomline is the horsemen are getting 2.9 percent.
First of all, do you agree that's probably accurate?

MR, DARUTY: You're saying on an out-of-state
wager on a California track?

CHAl RMAN SHAPI RO.  Yes, yes.

MR. DARUTY: | had believed that the host fee that
we were, that XpressBet was paying for the California
racetracks was seven percent. | nmmy be incorrect, it nmay be
six and a half percent. But if you use your math with a 19
percent take out the host fee of seven percent or six and a
hal f percent would go to the California racetrack that ran
the live race. Half of that would go to purses, half of
that would go to track comm ssions. That would | eave either

12 or 12 and a half cents with the ADW conpany who then pays
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a large source market fee to the jurisdiction that actually
generated the wager. And then the anount |eft after the
source market fee is retained by the account wagering
conpany.

CHAI RVAN SHAPI RO  Okay. But the bottomline is,
because | asked staff to run some nunbers for ne, okay.

Here we have our California horsemen, they're putting on a
show. Somebody in lowa places a wager through your conpany.
your conpany gets 12 and a half cents, 12 and a half

percent, and the horsenmen are only getting 2.9 percent. And
they're putting on the show, the owners have nade the

i nvestment. That doesn't seemright.

And | appreciate you have got to pay the people in
lowa and you've got to pay other people. But discount that
down. Maybe you're payi ng sonebody ei ght percent, | don't
know what you're paying them But clearly you're meking
doubl e than what the horseman is getting. Now that doesn't
sound right to ne. That doesn't sound l|like this nodel
wor ks. And --

MR. DARUTY: The -- |'m sorry.

CHAI RVAN SHAPI RO And that's where | have the
problemw th ADW Because again, and | appreciate that's
new noney because we woul dn't have that w thout ADW
wagering. But when a wager is nade |live on-track at your

racetrack today at Santa Anita the horsenen are getting

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

166
close to eight percent of that dollar

Now there's all different nunbers here but in
every instance the horsenen, the top percentage that | can
find is 5.63 percent of a wagered dollar through ADWis
goi ng back to the horsenen. \Whereas if sonebody cones to
the track they're getting nearly 8 percent. How do we solve
this problenr

MR. DARUTY: Well, 1 understand your point. Let
me respond. |'mnot disagreeing with you because ultimtely
| do agree that nore nobney needs to be returned to the
i ndustry, to the tracks and to the purses.

But et me remind you that there is a racetrack in
some other jurisdiction somewhere. 1Inits view, when one of
its patrons bets through account wagering on a California
race, their view is wthout account wagering this guy would
have come to our racetrack in |lowa or whatever state we're
using in our exanple, and woul d have wagered and that noney
woul d have been retained by the lowa industry.

And just like you're saying, an on-track wager is
worth a ot nore. And so we are conpensating and the ot her
account wagering companies do as well. W are conpensating
that source market so that the horsemen there are earning,
you know, noney for their purses and the track is earning
revenues. |It's a tension. The higher, the higher host fee

you pay the | ess noney you have left for the source narket.
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You know, who wins that battle, who should win that battle,

you know, that's a pretty conplicated issue

COW SSIONER HARRI'S:  I'm not clear on that host
fee though, which trickles down to the horsenmen. |Is that
negotiated in this? | don't know. | think the Racing Board

necessarily can go in and say, okay, it should be this or
that. It's really going to be negotiated between the
horsemen and the tracks. The nunbers that we're | ooking at
now, was that negotiated by the horsenen and XpressBet?

MR. DARUTY: The numnbers -- Well, | can answer
that question for XpressBet and then also for the
racetracks. Let nme start with the racetracks. The
California racetracks at Santa Anita and Gol den Gate Fields,
yes, we sell our signal to a nunber of account wagering
conpani es, not just Santa Anita. |'msorry, not just
XpressBet. The sale of that signal we do in connection or
in conjunction with the TOC. W talk with the TOC to get
their, you know, concurrence with the rates. And we believe
generally that the rates should be higher, not | ower.

COW SSI ONER HARRI'S:  Well if you both agree what
do you -- It seenms like if you would agree -- usually a rate
gets set because one person thinks it's too high and one
person think it's too low. But if you both think it's too
| ow why wouldn't it be a higher rate?

MR, DARUTY: | haven't, | mean | haven't heard any
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objections fromthe TOC as to the rate that we're receiving
for the Santa Anita and Gol den Gate signal. You know, we
may - -

COW SSI ONER HARRI'S: | thought it was TOC s
faul t.

MR, DARUTY: -- we nay hear that soon. But yeah,
you know, |I'mpretty confortable with ny racetrack hat on
that Santa Anita and Colden Gate Fields are getting a good
mar ket rate for their signal

COW SSI ONER AMERMAN:  You're al so in agreenent
that the horsenen share of that should be higher than what
it is at the present tine?

MR. DARUTY: Well the horsenen --

COW SSI ONER AMERMAN:  And that's negotiated with
the TOC?

MR. DARUTY: The horsenen's share is essentially
50 percent of whatever the overall host fee is.

COW SSI ONER AMERMAN:  Right. So the host fee, if
the horsenen are to get nore, who put on the show, the host
fee has to go up.

MR. DARUTY: Yes. Now there's a -- You know,
there's a tension here because at some point, let's say that
Santa Anita said, okay, we're going to sell our signal for
12 cents or 12 percent to account wagering conpanies. Wl

guess what, the account wagering conpanies, by the tine they
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pay Santa Anita 12 percent, by the tinme they conpensate the
source market, there is not any noney left in it for them
So what are they going to do? They're going to tell their
custoners, don't bet on Santa Anita, you know, bet on sone
ot her si gnal

And so there is, | nean, there is econom cs here.
We have got to | eave a piece of the pie for the account
wagering conpani es that are big enough to justify their
business. And the tension is finding that tipping point.

COW SSI ONER HARRI'S:  The thing is we're | ooking
at California, though, where we feel we've got the premer
racing. It seens |like we should be, you know, a little past
the tipping point, in ny estimtion.

MR, DARUTY: Well, | nean, the flip side is | ook
at California's law. California's |aw does not allow
California account wagering conpani es when they accept a
wager in California to pay a host fee of higher than three
and a half percent. So when a person in California places a
wager on a New York racetrack or a Kentucky racetrack or a
Florida racetrack the nost that track on the other side of
the country gets is three and a half percent.

So while, you know, we think that the host fees,
you know, should be higher, at the same tine we're telling
others outside the state of California we're not going to

pay for their content what we think our content is worth.
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So again there's two sides to --

CHAI RVAN SHAPI RO Do ot her states, do other
states have those legislative limtations?

MR, DARUTY: Of the top of ny head I am not aware
of any other states that limt the host fees. | hear
sonmeone whi spering fromthe back, New York, and that could
be right.

COW SSI ONER MOSS:  Have you ever talked to a
nati onal organi zation about up-fees or rates or anything
like that. Has NTRA ever stepped in and done any
negoti ati ng or how do you get to dealing with this
situation?

MR. DARUTY: Well, | think it's -- | don't know
how to answer that question exactly because there has been,
obvi ously, a nunmber of ongoing discussions agai nst a nunber
of parties. | can't point to any, you know, specific sit-

down where people said, hey, let's go try to tackle this

pr obl em

COW SSI ONER MOSS: Because | think we're being
pi eced away, you know. | nean, you've got, you can play
Santa Anita against -- You know, all this kind of thing. It

t akes away any bargai ni ng power we have unless we all get
sort of racetracks united, so to speak.
COW SSI ONER HARRI' S:  There possibly could be sone

antitrust issues. But the |eagues, | mean, the professional
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football |eagues and baseball and all these guys do it so --
COW SSI ONER MOSS:  |'m | ooki ng at those nodel s
and wondering what they -- they set television and things

like that and they seemto get away with it. So |'m not
you know. |I'mjust inquiring as to whether this is a
possibility or off in the woods sonewhere.

MR. DARUTY: Well it would be hard. It would be,
I think, hard to set just a national host fee rate because
that doesn't take into account the specifics. You know, the
Santa Anita signal might be better than some signal from
some, you know, small racetrack somewhere. So there needs
to be variability.

And then once you get into that variability you
ki nd of ask yourself, isn't the best way to address that
just to let the free market dictate and people will pay for
a signal what they think it is worth. And if we raise Santa
Anita fromthe seven to eight percent range to the eight to
ni ne percent range and people still buy it, you know, that's
great, we just made nore noney for California. But if we
raise it and people say that's too nmuch, we're not paying
that, then, you know, we actually |ose revenues because we
don't have as great a sales. So right nowthis is all being
driven by the free market.

CHAI RMAN SHAPI RO Okay. |It's very perplexing and

| know it's very conplex but, you know, | |ove the
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conveni ence of ADWand | |ove the product that we sit at
home when we can't get to the racetrack and we can use it.
But | question, when you step back and | ook at it, whether
the overall benefit has been there for our tracks.

COW SSI ONER HARRI' S:  Just a question too on the
free market. |I'mnot, maybe | wasn't follow ng Scott
conpletely. But we're not tal king about charging the patron
any nore. The bettor isn't going to pay any nore.

CHAI RMAN SHAPI RO.  No.

COW SSIONER HARRIS:  So it's just the split. So
I don't know if you change the split if you're going to | ose
busi ness. Maybe you' Il lose profit sectors within the
split.

CHAI RVAN SHAPI RO  Well | think the question is,
if the conpanies aren't maki ng enough noney on it they don't
push the product. They won't put as many |live races on
their TVs or they won't show the races, thus it's going to
hurt the racetracks and then consequently it's going to hurt
the horsenen. Because they're not going to track -- The ADW
conpanies are going to drive those fans to wager on the
product they nake the npbst noney on. Isn't that correct?

MR. DARUTY: That is absolutely correct.

CHAI RMAN SHAPIRG: And so it is not a matter of
what the fan is paying, it doesn't affect the fan. But it's

going to, it has this trickle down effect of they're not
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going to promote California racing if California racing is
t oo expensive and Yaki ma Downs or sonme place is, you know, a
| ot cheaper. They're going to push that.

COW SSI ONER HARRI'S:  Well | woul d doubt that they
woul d say there would be no Mercedes deal ers. Everyone
woul d be selling Yugos or sonething.

CHAI RVAN SHAPI RC: Well, | would have | ooked at it
that they probably, you know It's kind of like if Harris
Farnms beef is going to stay so high, you know, they're going
to go down to Joe's beef.

COW SSI ONER HARRI'S:  Well, but if we give it away
we're going to be out of business. Wich is kind of what's
happeni ng wi th ADW

CHAI RMAN SHAPI RO.  There you go.

COW SSI ONER AMERVAN:  Have these breakdowns of
fees been in place since 2002? Have they changed at all in
the past four years?

MR. DARUTY: Yes, they have. W, in honesty, on
behal f of our racetracks have been pursuing a concerted plan
of trying to get the host fees bunped up. And over those
period of years the host fees that we're receiving are
hi gher than they were back at the start.

COW SSI ONER AMERMAN:  Who did you negotiate that
with?

MR, DARUTY: Wth the account wageri ng conpanies,
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so that woul d be XpressBet, Youbet, anybody else who is
t aki ng our signals.

CHAI RMAN SHAPI RO And do you do that, do you do
that you and them or are the horsenen involved in that
di scussi on?

MR. DARUTY: W al ways have the horsenen's
ultimate approval. | nean, if we strike a deal that the
horsemen aren't happy with then we don't have a deal

CHAI RVAN SHAPI RO Okay.

COW SSI ONER AMERMAN:  And you are in agreenent
that nmost likely in a free world that nore distribution is
better than the way we're going at the present tinme?

MR. DARUTY: That is absolutely.

CHAI RVAN SHAPI RO Okay.

MR, DARUTY: If | mght make just one, one other
qui ck comment because | know there was sone di scussion about
some things that were not included in our application. The
signed contracts between XpressBet and the racing
associ ations, and | am speaki ng specifically on behal f of
Santa Anita and Gol den Gate Fields, that's correct, those
were not in the application.

But | can assure you that our racetrack and
XpressBet are going to reach an agreenent and there will be
a signed agreenent. And as | nentioned, we have an

understanding with the TOC and | think it's just a matter of
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putting the paper together on that. So if this Board were
so inclined to do so we would certainly welcone those as
conditions to approval of our application and we woul d be
subm tting those docunents shortly.

CHAI RMAN SHAPI RO  Well | agree with Com ssioner
Harris and | don't believe that we should nove this forward
until we have those things in place that meke the
application conplete because all too often we find that
there's a problem

COW SSI ONER HARRI'S: It just seems too that -- |
coul d see sone rationale based on volunme. That if you
could, you know. W really weren't that concerned on the
rates because we thought we were going to grow the vol une
and the volume woul d take care of everything. But it's
been, you know, somewhat a success. But in your
distribution can you see that your volune is growi ng both as
a factor of how nmuch is wagered and as how many hones are
in?

MR. DARUTY: Well 1'mnot sure | follow all the
guestion exactly but yes, our volunme of wagering is
i ncreasing. You know, the classic, | guess, question is,
you' Il certainly hear from you know, TVG that they believe
their host fees are appropriate and their host fees are
consi derably | ower than the host fees that XpressBet pays.

And so there's the tension.
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They'll say, well we have, you know, X million
dol lars of handle. And that nunmber may seemreally big
because it's a lot of handle. But if the host fee is |ower
you' ve got to ask yourself, are we making up in volune what
we're giving up in pricing? And it's pretty interesting
when you actually | ook at the revenues generated as opposed
to looking at the total anpunt of handle. Because obviously
you can have hi gher revenues on a | ower amount of handle if
you price your product right.

CHAI RVAN SHAPI RO  Okay. Are there any other
guestions for XpressBet? |If there are none then what |
would like to do is | would like to defer this until the
application is deened conplete and we'll re-agenda, put this
back on our agenda for next nonth.

MR. DARUTY: Thank you.

CHAI RMAN SHAPI RO:  Thank you. The next one
believe is Youbet. Good afternoon

MR. CHAMPI ON:  Good afternoon, M. Chairman, how
are you today?

CHAI RMAN SHAPI RO Very well. You want to state
your name. Where is Jackie? There she is.

STAFF SERVI CES MANAGER | WAGNER: Real short.

CHAI RVAN SHAPIRO. It's really hard to --

STAFF SERVI CES MANAGER | WAGNER: Jacki e \Wagner

CHRB staff. Youbet has filed two applications. One to
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provi de ADWservices as a California multi-jurisdictiona
wagering hub and an application as an out-of-state nmulti-
jurisdictional wagering hub. It should be noted that they
are currently licensed to provide these services now

Their applications are fromJanuary 1, 2007
t hrough Decenber 31, 2008. They are proposing to operate
seven days a week with the hours of approximately 8:30 a.m
to 11 o'clock p.m Pacific Time. It should be noted that
they have applied for a two-year |icense. However, as was
menti oned before, the statutory authority for ADWis set to
sunset Decenber 31, 2007 and therefore it would be
appropriate for the Board to consider this application for a
one year term

There are several itenms that are outstanding in
this application including the horsenen's agreenment for the
2007 race season, the agreenment fromthe California Harness
Hor senen’'s Association, as well as there is one director
that has not yet been licensed. He is in the process of
being licensed, we just need to conplete that process.

This norning | did receive an anmendnent to
Youbet's application for their operation plan as it pertains
to their hub in Oregon. They are proposing to add United
Tote as a tote conpany and | do have that here in ny
possessi on.

Staff woul d recomrend that the Board approve the
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application for a one year approval for Youbet conditioned
upon receiving the information needed to conplete the
application.

CHAI RMAN SHAPI RO Thank you, Jackie. [If I could
just ask the people who are talking on the side if they'l
either go out of the roomor talk quieter 1'd appreciate it.

Good norning. |'m assumng you are here for the
questions that were asked of XpressBet. | would Iike to ask
the sane questions and simlar questions to you as well
First of all, as you just heard fromstaff and based on ny
review of historical approvals given, this Board has al ways
asked that you have an agreenent with horsenen with respect
to the providing of ADWwagering. Do you have a horsenen's
agreenent or are you in the process of getting one? And do
you have any objection to there being an agreenent with the
hor senen?

MR. CHAMPI ON:  Wel |l again good afternoon
M. Chai rman and ot her conm ssioners, it's a delight for me
to be here. | am Charles Chanpion. | amthe chief
executive officer and chairman for Youbet.com Joining ne
at the table today to ny right is M. Scott Sol onon, our
general counsel, and working with me in business
devel opnent. Behind me is M. Lonnie Power, vice president
of public affairs, and to ny left, M. Mchael Robertson

who al so works in the | egal departnent and today is serving
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as our chief technologist. And | have ny fingers crossed.

The other thing is that | know there's a | ot of
hungry stomach in the roomtoday so there's about 100
hanburgers and fries on the way in an effort to keep
everybody settled and in the room So those should be
arriving in mnutes. Yeah, you thank ne later. |It's in the
spirit of Youbet.com

CHAI RMAN SHAPIRG: | heard a notion fromthe floor
to approve your application. (Laughter)

MR. CHAMPI ON:  Yes.

CHAI RMAN SHAPI RO.  There is probably a second out
there.

MR. CHAMPION: As long as the DAG doesn't find
that as a conflict of interest I'd ask that you do that.

CHAI RMAN SHAPI RO Thank you.

MR. CHAMPI ON: Excuse nme one second.

CHAI RMAN SHAPI RO:  Okay.

MR. CHAMPION: M. Chairman, we are prepared to
answer the questions that you have asked us today. W'd
also like an opportunity to share with you sone i nfornmation
that we think would be hel pful for the Board to understand
some of the issues that you have raised today and have been
rai sed over the last several years in neetings nmuch |ike
this. And | think, not wanting to hijack your agenda, |

think it might make sense if we give you the presentation
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first.

CHAI RVAN SHAPI RO:  Fi ne.

MR. CHAMPI ON: Because | think a number of the
guestions will be answered as we go through it.

CHAI RVAN SHAPI RO Great.

MR, CHAMPION: That's a very good sign, by the way
for the non-technologists in the room So again, thank you
very much for the opportunity to be here. It was
approximately four and a half years ago that | was
introduced to ny role as the president and chi ef operating
officer at a nmeeting much |ike you, sir and | didn't know
what | was getting into at that tinme either

And in fact fromthat panel | was wi shed a
tremendous anount of luck. Because at the tinme, just to
refresh everyone's nenory, Youbet.comwas hardly in a very
good position. There was approxi mately $750,000 in the bank
and we were burning over half a mllion dollars on a nonthly
basis. We were generating somewhere around $95 nmillion and
we had just been licensed in California.

We had an ongoi ng opi nion, nuch |ike our friends
ri ght now at Magna, and we al so had i ssues about being de-
listed on the NASDAQ W had a judgement for $1.3 million
in front of us. W had $3 mllion worth of liabilities and
only a $1.5 mllion worth of assets.

CHAI RMAN SHAPI RO And you joined thenf
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MR. CHAMPI ON: That's correct.

CHAI RVAN SHAPI RO.  Okay.

MR, CHAMPION:  Which is, which is probably a
probabl e drug test case under any conditions. But | did.
And the thing that nost of you also know is |I had absolutely
zero horse racing experience when | joined Youbet.com |
had been to four horse races in ny life; one of them
happened to be the Kentucky Derby. And nuch |ike people who
don't understand horse racing | bet on colors and nanes and
yeah, let's see if we can't win the 30 to 1 odd.

But | have cone to love this industry and | have
come to love the people in this industry and | nean that
sincerely. | think there are a |lot of great things that go
on in this industry and unfortunately it's days like this
that cause us all kind of a shudder and a chagrin.

What | hope to be able to show you today is how we
have approached the business over the last four and a half
years. How we think about the business. Wat we know about
ADW and what we're still |earning about ADW \hat we
bel i eve about cannibalization, How we think about host fees
and source market fees. Wy we' ve done sonme of the things
that we have done. 1'Il talk to you about where we
succeeded in california and frankly where we failed
m serably. | think that what you'll see when we're done is

that you'll get an honest presentation as you will fromthe
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others on the efforts that we've put forth to try to nake
this a success and to help this industry.

Historically I'd like to give you a little bit of
background just to, actually the discussion framework. [|'m
going to give you a historical context, very short. W're
going to talk a little bit about handle growth. W're then
going to tal k about customer growth and denographic
m gration, program alternatives, some technol ogy synergies
that we're working on.

We're going to tal k about the agreenment between
Youbet and TVG so there isn't any confusion in anyone's
mnd. W're also going to be tal king about fee
contributions because that will probably be discussed |ater
We are also going to tal k about the inportance of conpliance
and transparency and then al so what people such as
your sel ves shoul d expect from people like us. And with
that, again, I'Il bring this slide up

As | nentioned we were doing about $94 mllion
worth of handle in 2001. Today Youbet.com and IRG is doing
$753 million in handle. A growth rate of over 50 percent
during that period of tine, conpounded, with revenues going
fromabout $8.3 million to $142 mllion. And with net
i ncome fromoperations of a loss of $15 mllion to year to
date profits of about 3.5. And only because we're a public

conpany and | can't give you any forward | ooking statenents.
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I can't tell you where we'll end up by the end of the year
or you'll have to visit ne at Lonpoc on Thursdays.

The point | want to make with this slide is that |
was arned, as others in this roomwere arnmed, with the sane
tools. | had access to content, | had marketing dollars
available to me, | had data available to ne, and
approached the business in a certain way. And that is what
the results have been

| don't see that | had any particul ar advant ages
and | can tell you | amno smarter than many of the people
inthis room But it was because of the way we approached
t he business that we were able to turn that business around.
And | want to very clearly state that this industry can be
turned around by adopting some of the same types of prograns
and the sanme approach

So with that, that's what our handle growh | ooked
like overall for Youbet.com Whuld you superinpose
California on that. Show the next slide. That's what the
grow h of California at Youbet.com | ooked like. This goes
back to M. Daruty's point. It's a free market. W ended
up with California customers and we ended up with California
content and we ended up with very little to no yield. W
couldn't nake a lot of noney in California and therefore we
did not pronpote California custoners. W didn't and the

growh rates reflect that.
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If you look at the conpany we just bought, which
is the next slide, IRG you'll see that it's even nore
dramatic because IRGis not licensed in California and
Cal i fornians cannot take advantage of the opportunity that
| RG has. So once again California, in nmy opinion, is
di sadvant aged.

Now t he next slide. However, our custoner bases
have grown to 185,000 custonmers. O that 26,000 of them
have come from our Youbet.net or Youbet.net active
custoners. This industry tal ked for years about the
conpl exity of the business, the conplexity of wagering on
horse racing. That it wasn't |ike going to Vegas and
pl acing a bet red/black or counting to 21. And that's
absol utely true.

And a | ot of people tal ked about it but we
recogni zed it so we went out and we built a dot-net site.

O hers have now followed that. | believe TVG now has a dot -
net site as well, an educational site to help people
understand the business. But as a result of that we've seen
a 24 percent increase in total customers.

But nore inmportantly, 27 percent of them now are
under the age of 50 years old. CQur fastest grow ng groups
are 21 to 30 year olds and 31 to 40 year olds. W're
attracting younger audi ences to the business. And why

shoul dn't you expect that, it's technol ogy.
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Si xty-three percent of our custoners are now under
50 with 53 percent of the handle com ng from peopl e under
50. Youbet.comis getting younger and younger every day and
we expect that trend to continue. W have a break point at
21. W don't take 18 year olds, they have to be 21 to bet
at Youbet. So that gives you an idea of what we can do
agai nst youth audi ences with technol ogy. The next slide,

M chael .

The other thing we've done is we've worked with
key tracks across the country. One that we're particularly
proud of happens to be Harrah's. It is a non-exclusive
agreenent. |t does not require themto limt their
di stribution to anyone. We think that limting
distribution, and I'm not tal king about TVG |'mtalking
about the track's decision to limt its distribution in an
agi ng and declining market is insane. They need to expand
their distribution. They need to get it in front of nore
peopl e.

This can't be blanmed on an ADW conpany because
ot hers have to sign those agreenments. Wen we entered into
the agreements with Loui siana Downs we pay a higher host fee
because we believe that you want to reward the individuals
who are in fact putting on the race. W agree with that.

We think purses need to be higher and we're going o do

everything we can to help that occur
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As a result of our relationship with Harrah's we
i ncreased our total handle by 56 percent, on a daily average
by 53, by race 62. And the reason those nunbers are
different is because their neet this year versus |ast year
had fewer days. W used our Youbet advantage program and on
those days that we offered double points they ended up with
a 67 percent increase year over year

VWhat's al so inportant to know is that they
recogni zed by thenselves and with our hel p where they could
conpete donestically and internationally to grow their
business. They didn't try to go up against Del Mar and they
didn't try to go up against Saratoga and they didn't try to
go up agai nst other racetracks that they had little or no
opportunity to grow their business. They went up and they
tried to grow their business on days where those ngjor
raci ng events weren't occurring. And as a result they have
announced that they have had a record nunmber in mneet.

The deal basically just has us as a provider to
them and they pronpte Youbet.comto their custoners on
track. They enbed us in their sinmulcast signal, they give
us, you know, some opportunities to market with their I|ist,
and we, in fact, sponsor one of their races, the Super
Der by, which has been very successful. Next slide, M ke.

The other thing is, and much to the chagrin of

unfortunately the public markets, our purchase of United
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Tote has been mi sunderstood and not appreciated quite yet.

Yeah, United Tote happens to be one of the npst innovative

and advanced totalizer systens available. And yes, we have

got proprietary gane devel opnent going on and we think that

is going to be very positive to not only our customers and

to our sharehol ders but also to tracks.

It's really the integrated solution that I am

going to talk about in a mnute and now it really comes to

work with an ADWplatform We also believe that our

i nternational presence in a nunber of countries is going to

give us the ability to help get our content distributed

globally. W have nore than 13,000 wagering term nals now

depl oyed worl dwi de.

And it is inmportant to understand that when the

integrated solution is deployed in the beginning of the

first quarter of 2007 we are literally going to be able to

open up and do what one nenber of the Board has suggested

is, in fact several of you, is why can't we open up virtua

OTBs every place that we would want to so people can

basically interact with the sport on a daily basis.

We al so have proven at United Tote that we can

handl e | arge scal e depl oynents and | arge events and handl e a

tremendous anount of volume by handling the Kentucky Derby

for the | ast nunber of years, five Breeder Cups and

obvi ously now handli ng the Bel nont Stakes and ot her events.
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And just to talk a m nute about the integration of
technol ogy, because that's really what we're tal king about
here. W' re tal king about technol ogy growi ng our business.
So the next slide talks a little bit about how we do that.

A custonmer conmes to the track or goes to the OIB and ri ght
now it's an anonynous transaction. No one knows who that
i ndi vidual is, how often they cone, other than maybe the
guy, the pari-mutuel clerk who sits on the $50 w ndow.

That data can now be collected either by using
fastback cards or by setting up one single account and tying
it to your ADW account and allow us to track that behavior
across the entire spectrum of the wagering opportunity. You
take the two databases, you consolidate themtogether so you
have a total picture of that custoner's wagering behavi or
How much he is contributing, how often he cones, whether
he's spending tinme at the track, where he lives, all the
rest of the things. So you can begin to nodify his behavior
and get himnore involved in our sport. That's data m ning

Once you identify these targets and custoners it's
about nessaging. And then you, then you repeat the cycle.
Again, that will be deployed in the first quarter of 2007
fromus. Next slide, MKke.

So let's talk about this thing that a | ot of
peopl e have tal ked around, including nmyself the |ast couple

of years is, what is Youbet's relationship with TVG? Wl
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first of all it is admttedly a very conplex relationship
as all of you know. And it has not always been the
snmoot hest relationship. In fact it has been quite
contentious at tine.

First of all, one is that TVG provides us through
their license agreenents a significant amount of our
content, approximately a third of it. W also provide them
and have provi ded them sonewhere in the nei ghborhood of 72
to 100 million dollars if you want to count the amount of
noney that they were able to cash out on the stock they got
when the original agreenent was crafted.

So they are a large provider of content to us and
we are also a very large custonmer of their's. |In fact,
think M. Nathanson m ght acknow edge today that we m ght
very well be their |argest source of revenue behind his own
to TVG The next slide, M ke.

How rmuch of it conmes from California residents or
California and non-residents. Just so it's clear and for
the record, not that this slide is in any way, shape or form
going to help me or this discussion today, the | argest
anmount of it comes fromactually outside of California, not
inside California. And you can see how it has been
increasing in years 2003, 2004 and now it's beginning to
flatten out in 2006. And that again is back to M. Daruty's

comment about price sensitivity and the balancing of, in
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fact, content.

CHAI RMAN SHAPIRO: Can | just, can | just ask one
question?

MR. CHAMPI ON: Pl ease

CHAI RMVAN SHAPI RO |s that because you are not
pushing California product?

MR. CHAMPION: That's correct. | amnot pushing
California content other than on select days and sel ect
basi ses (sic).

COW SSI ONER HARRI'S:  On the non-California
residents would that include a bet they nay have nade on
California or is that just total?

MR. CHAMPION: We don't, we do not spend the tine
and or the noney that rightfully we should because of the
econonmics in California. W don't go out and attenpt to
i ncrease our position in California by pronoting a
tremendous anount and getting new custoners. W don't, we
don't spend a tremendous anount of time pronoting California
content on our site other than when we create agreenents
wi th individual track operators.

We' ve done sone things, for exanple, with Los
Alamitos a long time ago, admittedly when M. True was
there. W did a programwith himwhere we tried to drive
peopl e who were within 25 mles of the track to the track

M. True, who was the general manager of Los Alamitos at the
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time, gave the patrons of Youbet the opportunity to get free
parking | think he gave them a beer and a dog. He gave
them free adm ssion and a program and we drove, you know,
sonme nunber of people to the track

CHAI RVAN SHAPI RO But why are you, why are you,
why are you not pushing California?

MR, CHAMPION: It's purely an econom c reason

COW SSIONER HARRI'S:  But is it a different nodel?
I can see the whol e TVG deal being a problembut it seens
like it is growing. Total TVG paynents outside of
California are growing. So are you paying |like a different
rate outside of California to TVG?

MR. CHAMPI ON:  \When you consider the market access
fee, which is |I believe six and a half percent nax, and then
reduce down fromthat because of our negotiations with the
TOC to sonmewhere around | believe six. You then add on top
of it our licensing fees to TVG our paynments to the tote.
We in essence in total overall business in California make
somewhere around one percent or |ess.

In certain cases wagers would actually go
negative. And in fact, without getting into a lot of the
detail, which in fact |I'mbarred to get into because of the
fact there's an order in place because we're in arbitration
today. The dispute which is public between TVG and Youbet

is over the fact that we believe that we had an agreenent
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not to go negative. They believe that we do not have an
agreenent not to go negative. And we basically, if we |ose
that arbitration in essence what that's saying is that
Youbet would be in a position to take bets in this state and
| ose noney.

Now al |l of you as | |ook around have run very
successful businesses and have made a tremendous anmount of
nmoney through that, through that wit and that ability. You
and | both know that you would not sell products at a | oss
for any period of tinme, it nmakes no sense. You're going to
find other ways to make noney with the content and products
that you have. And that's what we've done. |'mmnot, |I'm
not proud of it but I also have to tell you I'm not
enbarrassed by it either

COW SSI ONER HARRI'S: | can see the California
probl em but | don't understand of those non-California
residents those paynents to TVG wouldn't that be somewhat
of a simlar econom c nodel to the problemwe've got in
Cal i fornia?

MR. CHAMPI ON:  The reason -- In certain cases
you' re absolutely right. W get close to a very low, |ow
margin in those other areas but the narket access fee here
is a significant factor, a significant factor. So why don't
we nove to that, if we could, to the next slide.

Let's tal k about exactly where these contributions
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are coming fromin terns of total handl e and actual dollars.
This comes from CHRIMS, public data. The information is
avail able to you, you can check it. Hopefully the guys that
wor ked until 1:30 last night didn't make a mistake. | don't
bel i eve they did.

Youbet.comin ternms of top out-of-state providers,
nmeani ng a custoner wagering fromout-of-state on a
California track, we're nunber five, producing $49 mllion
or a 3.6 percent share. The people that are above us are
Nevada, New York, RGS and IRG. If you look you'll see
XpressBet at 22 and TVG at 14. Next slide.

If you conmbi ned our I RG which we bought a year
and a half ago, and Youbet, only behind Nevada in terms of
handl e produced at 103 million, 104 mllion, and Nevada 128
mllion. So we're the nunber two provider to California
fromoutside. And that's w thout having the benefit of
IRG s activity in the state. The next slide, M chael

But how much in terns of total host fees do we

pay? Well from out-of-state sources we pay $6.3 mllion
Nevada, which pays -- which has actually a greater handl e
nunber than we do in fact pays less, $4.8 nillion at nunber

two. So in terns of out-of-state host fees to racetracks
| RG and Youbet is nunber one, Nevada is nunmber two. And if
you | ook you won't even see our conpetitors in the top ten

in terms of productivity outside of the state onto tracks in
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California. Wich if I understand correctly is one of the
principal issues that this Board is trying to address. How
do | get handle on California tracks? How do | inprove
purses?

There's al so one other factor. W have a -- Part
of the arbitration with TVGis also the fact that there's an
ei ght and a half percent cap involved, which has to do with
the host fees that we are charged for out-of-state handle in
California. And the way that we have been cal culating them

and the way that TVG believes we should be cal culating them

are very different. |If TVG again, prevails in this
arbitration then those nunbers will be radically affected
because we'll have the same problemw th out-of-state handle

coming into the state that we now have with in-state handl e
on TVG tracks.

So, you know, how we | ooked at sonme of this stuff
and what have we done, why have we done it. And | think the
next slide will help nme -- well again, I'msorry, there is
one nore slide. It's when you look at both California,
California residents and California tracks, so the market
access fees along with the host fees. Youbet.com-- you
went back, you need to go forward.

MR. ROBERTSON: Okay.

MR. CHAMPION: No, one back. It's $19 million

And yes, TVG has produced a trenendous anount of fees in the
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state, $27 mllion, 19 mllion at Youbet and IRG And if
you add that 19 million to our 6 mllion you'll see that
we're fairly conparable. And | believe up underneath this
slide if you add TVG they're probably at 28 mllion maybe,
maybe as hi gh as 29.

The way we approached the business was first of
all we recogni zed and believed that the technol ogy could
i ntroduce a | ot of young and new people to the sport of
horse racing. W also recognized we needed to stay out of
the source nmarkets of the racetracks where they were pulling
t heir custoners.

As one exanpl e, and you again have this data
avail able to you so you can check it, CHRIMS can tell you
exactly where ny handle is coming fromin the state so you
can see exactly what the wagering activities are within a 25
or 50 mile radius of a track. But just to give you one
exanpl e where we worked particularly hard to stay out of the
source market area, at Keeneland's neet | believe we put
$8.4 million through their, through their system

Qut of their 24 nmile nmarket area, $12,138 was
wagered not just on Keenel and but on every other track
Ni nety-five percent of our business cones from outside the
25 mile market area of a track. And the reason is we
bel i eve that cannibalization is a concern and we needed to

stay away fromit.
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We al so believe that transparency is also critica
and we created sonmething at Youbet that no other, no other
ADW conpany has yet to date. No other SPMO, secondary pari -
nut uel organi zation has created, and that's a wagering
conpliance commttee. You've heard about it before, | won't
spend a lot of time talking about it. But | have people
that were in |aw enforcenent, that worked in Las Vegas in
gam ng control, watching what | do and making sure that | do
it correctly. And being a public conpany we're totally
transparent so any of the things that you have seen up there
interms of financials are also available. And we think
that's critically inportant.

The other thing that we've done and we're
particularly proud of is that we believe that as a Board you
need to have people on this side of the table that recognize
the problens that go on in this industry. Not just the
things that we've been tal king about today. The horsenen,
you know, and the purses. There are many other issues that
are facing our industry and hel p needs to be given. And
over the last two years on an average of those two years we
have spent nearly a half mllion dollars supporting a host
of prograns which supported the RClI in trying to get
additional wagering integrity because we believe the system
is at risk.

We have given nultiple thousands of dollars to the
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racetrack chapl ai ncy because we think they do great work,
particularly on the back side. W have given over $200, 000
to the University of Arizona racetrack program because we
think the industry needs nore data. W've been invol ved
with the turf riders in order to try to get schol arshi ps so
ki ds com ng out of journalismschool want to wite about our
sport. W basically sponsored AGTOA and TOBA and a nunber
of others. | nmean, ny |lord, we have even given money to the
Balti nore Mounted Police. W think its inportant.

So | guess the thing | would say before | answer
the questions is if not us and conpanies |ike us who then?
Who do you want sitting on the other side of this table?
Doi ng what? Thank you very much for |istening and
appreciate it and now I'll be nore than happy to answer your
guesti ons.

COWM SSI ONER AMERMAN: M. Chanpi on.

MR CHAMPI ON:  Yes.

COW SSI ONER AMERMAN: It was a very nice
presentation, an excellent presentation. Wat was your
background before you went to Youbet?

MR, CHAMPI ON:  You prom se you won't hold it

agai nst nme? | spent --
COW SSI ONER AMERMAN: | 'm just interested.
MR, CHAMPION: | spent, | spent 30 years in the

newspaper business but | assure you, not as a journalist. |
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wasn't allowed near the text and | wasn't allowed near the
pictures at all. | ran newspaper conpani es.

COWM SSI ONER AMERMAN:  Who is the technol ogy brain
behi nd Youbet ?

MR, CHAMPION: It's certainly not ne.

COW SSI ONER AMERMAN:  Ckay.

MR. CHAMPI ON:  We have, we have a staff of about
30 people and it's distributed across a number -- we
continually upgrade that staff. But we have, we have a
coupl e of great architects and engi neers. W have al so now
augnented our efforts by hiring a conpany that is located in
Chi na so we can devel op faster and new products.

COWM SSI ONER AMERMAN:  Thank you very nuch.

MR. CHAMPI ON:  You're wel conme, sir.

CHAI RMAN SHAPI RO So M. Chanpi on, again,
excel l ent presentation. | gather fromthat that you have no
probl emwi th horsenmen's agreements and you al so believe that
excl usi ve agreenents are sonething that are -- you have no
probl em wi th non-excl usive agreenents?

MR, CHAMPION: No, | -- you know, as | said before
or |'ve said earlier in this, we think that froma track
perspective -- and again only as track, this is not a
criticismof one of ny conpetitors. This is absolutely
directed back to the tracks. W think that's a m stake.

CHAI RMAN SHAPI RO My questions, my questions are,
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again, they're not geared to any conpany.

MR. CHAMPI ON: | understand that.

CHAI RMAN SHAPI RO:  Okay.

MR, CHAMPION: But | want to make sure ny
responses are not directed toward any conpany either

CHAI RVAN SHAPI RO: No, in the context |
under st and, okay. Frankly, in the packet that we had there
was t he agreenment between Youbet and TVG and | think my eyes
gl azed over, you know, about 12 pages into it and | | ooked
at it and | said, wow. | don't know given what you've
shared with us today and ny | ooking at that agreement to
some extent, the part that troubles me the nost is --

And | have been to your offices and |'ve seen your
technol ogy and |'ve been to TVG s and |'ve seen their's.
Everybody seens like they do a great job in their area.

What troubles me is, what can we do to benefit California
raci ng when clearly you denonstrated that you understand the
denogr aphics and the way to grow this business. You seemto
have, you know, your thumb on the pul se of what racing needs
to do to be reinvigorated.

But how can, how can the system be restructured

within the confines that you have to operate so that

California can be nore lucrative to you? | nean, if you're
handcuffed by an agreement (tone sounded) -- | don't know
what that was. |f you're handcuffed by an agreenent that
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doesn't make it profitable for you to push California racing
that's no good for California racing. So what suggestions
do you have since | know I'm not smart enough to understand
all the technol ogical wi zardry. What can we do? What
shoul d we do?

MR. CHAMPION: To the extent that you can create a
| evel playing field that's based on free market, that's ny
encouragenent to you. We have never cone and we will never
cone, at least as long as |'mthere, to try to attenpt to
create regul atory obstacles to conpetition. W think that,
you know, there needs to be a conpetitive | andscape. It

hel ps conpani es devel op better products and deliver better

servi ces.

The problens that | have with my economics are
between two conpanies. They need to be worked out. [|I'm
hopeful that one day a partner will |ook at this

rel ati onship and say, there's nore in it for us to work
together than to constantly fight anongst each other. It
doesn't make any sense. W're losing noney in this
relationship. But | amnot entirely sure. Ohers here
probably have better ideas on what you can do as a Board as
to how you can correct that problem

CHAI RVAN SHAPI RO  Well isn't one of our ways, |
guess is that we could |look that |icenses don't have

excl usives could be, you know, something -- | don't know
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that we could consider doing that. That we could, as a
condition, that there's no exclusive licenses and ot her
things. | mean, again, | don't want to hurt any ADW
conpany.

MR. CHAMPI ON: | understand that.

CHAI RMAN SHAPIRG:  And | do not want to see
anybody, you know, harned. But somehow our track partners
and our horsemen and our fans deserve to get the best
product. | don't know that we aren't better off form ng an
ADW conpany in the state of California through Cal Racing
and just form ng one that says, you know what, everybody can
go through Cal Racing. | don't know. |I'mtrying to figure
out what we should be doing.

MR, CHAMPION: Well clearly to the extent that you
can reward those who provide value and create, especially as
this | aw sunsets and we have an opportunity to restructure
it, there is an opportunity to incent (sic) people to do
these things instead of disincenting people.

Agai n, we have spent a lot of tinme thinking about
California and | ooking at it froma nunber of different
directions. We think it is a terrific market and we want to

participate init. W've elected to participate in it, even

t hough are margi ns have been small, because we're hopefu
that as we educate and others educate that this will become
nore clear and conpelling to all. And we believe that.
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| believe that conversations like this, as painfu

as they are, will only help the parties to understand that
time is running out. 1Isn't that really what's happening
here today. The patience of the Board and the patience of
the fan is running out. |It's a clear signal to ne that the
worl d needs to change. Hopefully it's a clear signal to
ot her people that the world needs to change. And that we're
either going to solve it anbngst ourselves or it's going to
be relegated to other individuals who are going to nake
deci si ons on our behal f.

I don't think, with all due respect to all of you
that are up there, to have the tine to be able to understand
ADW as well as | understand it and as well as ny conpetitors
understand it. And | don't think that at the end of the day
frankly, even though this may be frustrating to sone of you
and perplexing to others and a | ot of other things, that
you' re probably | aying awake nmuch at ni ght thinking about
just the ADW problem here in California. |1 am M
conpetitors should be.

So to the extent that you can create an
environnent that, again, is a free marketplace, that to the
extent there is an opportunity and an environnent for us to
have to work together and it's clear to all, that seens to
me to make the nost sense before we begin |egislating and

regul ating the narketplace. And | think the other thing
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again, I'msorry to be verbose, but the one thing I'd al so
say is you're hitting onit. This is really about the fan.
Because without them|l'msorry, we don't have a sport, and
we don't think about them often enough.

CHAI RMAN SHAPIRO. | couldn't agree nore and | am
pl eased that TVG is recording this neeting. Because | hope
that the realize that, you know, what we're trying to do is
make it easier for the fans to wager on our product. And
"' m hoping that we can i nprove the system

I know that earlier in the year there were
neeti ngs when we had Senator Flores participate. And he
called ne, actually, as this nmeeting was begi nning, again
| endi ng his support to this industry and | ending his support
to the direction that this Board was going. W have to find
a way to nake ADW nore productive for California racing and
we have to find a way that will allow you to nmake noney in
California so that we can use your technol ogy to advance
horse racing in the state of California.

So | hope that out of this discussion we can find
a way that you and your conpetitors can sit in a room and
hopefully with the other stakeholders and say, look, let's
figure out another nodel because the one that we have here
is not working. 1t's harm ng everybody. So | appreciate --
Does anybody have any nore questions?

COW SSI ONER HARRI'S:  On that nodel, |I'mnot quite
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clear because | think a lot of it is just the pricing. W
either bring in Al an Greenspan or sonebody to figure out
what the right pricing is on a lot of this stuff.

CHAI RMAN SHAPI RO  He's avail abl e.

COW SSI ONER HARRI' S:  Layi ng awake at night --

CHAI RMAN SHAPI RO:  Thi nki ng about ADW

COW SSI ONER HARRI'S:  Thi nki ng about ADW yeah.

But 1'm not clear because you've got, you have one nodel in

California where you aren't paying fees to -- Wat happens,
say, if Bay Meadows -- well they're not exclusive with
anybody, | guess. Do you get a better fee there?

MR. CHAMPION: M. Nathanson, | didn't -- | didn't

vol unteer this, just so you know, | was asked the question.
In Bay Meadows' case TVG has a clause in its contract that
allows it to designate certain tracks as non-exclusive and
charge an additional three percent fee to me for ne carrying
them even though they are not an exclusive track.

CHAI RMAN SHAPI RO.  Why?

MR, CHAMPION: So in Bay Meadows' case --

COW SSI ONER HARRIS:  Wth their contract with you
or their contract with who?

MR. CHAMPI ON:  Contract with me.

COW SSI ONER AVERMAN:  Why is that?

CHAI RMAN SHAPI RO Why is that?

COW SSI ONER AMERMAN:  Why woul d you sign such an
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agreenment ?

CHAI RMAN SHAPIRO:  Sir, | have been asking why
sonmeone before nme signed that agreenent for over five years,
four years.

COW SSI ONER AMERVAN:  So when does it run out?

COW SSI ONER HARRI'S:  When does that end?

MR, CHAMPION: That's also in dispute as to
whet her or not the agreement goes into perpetuity or not.

COW SSI ONER AMERMAN:  Not hi ng goes to perpetuity.

MR. CHAMPION:  Well, we both know that. | think
the argunent is whether or not that agreenent goes on to
2011, 2017, to the longer of whether they have content
rights or the |onger of whether they have patent rights. So
there are differences anpbngst us, between that, that even
this arbitration will not resolve as to what will or won't
end or so on and so forth.

COW SSI ONER HARRI'S: | think what's bot hersone
though, | think with respect to the rights of that contract
whatever they are, but there's a lot of effect on other
people. A lot of ripple effect on the horsenen and the
tracks and everybody due to that is what's bothersome about
it.

CHAI RMAN SHAPIRO. | nmean, isn't that really what
we're getting into is they have non-excl usivel/ excl usive

contracts.
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COW SSI ONER AMERMAN:  Right. O whi chever way
you say it.

CHAI RMAN SHAPI RO Which the end result is, yes,
it's hurting you. But frankly, don't care about you, it's
hurting the horsenen, it's hurting the tracks, it's hurting
our busi ness.

MR, CHAMPION: But to be very clear yes, it is, it
is dimnishing our margins, it is forcing us to do things in
the marketplace that are not in our collective best
interests. They're not in the interest of the player and
that's fully understood.

I think it's, | think it's inmportant to understand
t hough, you know, one of the things that M. Daruty
addressed very specifically to you when you were talking
about hi gher host fees and source nmarket fees, this is an
exanpl e of what happens when the economni cs get out of whack
You have a provider such as Youbet, which adnmittedly I'm
bi ased about, that has the capability of doing so nmuch nore
for California racing than it's doing but the econonics,
okay, really are a disincentive to us.

And while we have done nothing to attenpt to
injure our track partners in California or California as a
whol e, there has been situations that we have gotten
ourselves into with others where we're not carrying their

content and we haven't been as sensitive to, you know, the
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25 mile market area of the track, cannibalization issues and
t hose ki nds of things.

The other thing that people will tell you and it's
al so accurate, we don't pay source market fees everywhere.
We pay source market in certain places and in other places
we don't pay source market. It's a negotiated thing between
us and the track and with the horsemen. Very nuch agree
with the IHA that says the horsenmen have to be a party to
that agreenent so whatever we cut with the track has to be,
in fact, approved and agreed to by the horsenen. But there
are certain cases --

And we argue that higher host fees make nore
sense, |low to no source market fees nmake the nobst sense,
because then the best content is rewarded. It's an
encour agenent for others to develop their content, to | ook
at the race dates, to | ook at what their doing. To neke
sure they're running, you know, as many full fields as
possi bl e on the right days agai nst other content. [It's, we
believe the best way to help the industry rationalize the
content that is already out there.

So we resist mightily the concept of source market
fees. And frankly there is no state that has a nore onerous
source market arrangenent than does California with the cap
That's the fact. You basically say that everybody in

California, all that noney, is taken fromthe ADW provider
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because of the hub fee. Then you say you can't pay others
anyt hing greater than 3.5.

Well | fortunately, and no disrespect to those in
the roomthat have spent a lot of tinme doing this, | don't
| abor under having to worry about having a | aw degree. But
that would seemto nme to raise a very large flag to people
that says that California is in fact controlling what people
like me do across the United States and what | am paying
others. Sone may argue that it's an antitrust violation
Some woul d argue also that the law itself potentially runs
anok of the federal statutes and particularly the commerce
cl ause that says that you can't pass these kinds of |aws.

We haven't chosen that direction. | bring it up
to you today and | absolutely assure you not as a threat but
just sonething that | think the Board needs to be aware of
that DAG may want to look into. That when we're crafting
these agreements that structure is going to likely be | ooked
at at a very, very deep level. Because | don't think the
econonmics are going to hold up for us in the state very wel
under those kinds of, under those kinds of agreenents.

COWM SSI ONER AMERMAN: M. Chanpi on?

MR, CHAMPI ON:  Yes.

COW SSI ONER AMERMAN.  How nmany states do you
reach beyond California?

MR, CHAMPI ON:  We operate in 40 states.
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COW SSI ONER AMERMAN:  Forty.

MR. CHAMPI ON: Now there are others here that wil
only operate in 12 to 14 states.

COW SSI ONER AMERMAN:  Ri ght .

MR, CHAMPI ON: Because in the 12 to 14 states they
operate in there is expressed |egislation that says that
it's perm ssible.

VI CE CHAI RMAN MORETTI: Well if that -- that just
kind of brings -- | mean, you nentioned the sunset date and
you nentioned | egislation. OCbviously we can't tell you what
to put in your business contracts per se but that's what |
was saying before. | mean, you all have very tal ented
| obbyi sts who are very effective in a lot of ways, in this
room

| do hope that by the tinme you and XpressBet TVG
start entering into these talks, and |I'm sure they've
al ready begun, with our legislators in Sacramento, that you
enter into them knowi ng that we want to support sonething
for the greater good. That you talk to the |abor unions.
That you go there with a united front is what |'m asking.

MR. CHAMPION:  Well that's another area that we
have clearly failed on. The unions were expecting to get
jobs fromthe passage of ADWand | don't think that anyone
in this roomcan dispute what their expectations were and

don't think anyone can di spute why they had those

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

210
expect ati ons.

We negotiated, and | think we're the only conpany
that did, a contract with the pari-nutuel union
Unfortunately we couldn't execute on the contract for the
reasons that, again, M. Daruty illum nated in his renmarks.
The margins just are not available to us. W worked with,
in fact, the |abor unions to attenpt to nodify the takeout
and/or to adjust the hub fees but frankly ran into too nuch
opposition and people not wanting to do that.

So we, in fact, did what others have done. And
that is that we have, in fact, opened phone centers other
places in the United States and, in fact, bought a conpany
where there is one outside of the United States in Curacao.
Because the econonics of those operations are far nore
lucrative and | have got a responsibility to my sharehol ders
to ensure that | return a reasonable profit. Having worked
with 15 unions concurrently at both the Chicago Sun Ti nes
and then 16 unions at Philadelphia I"'mfamliar with the
i mportance of unions and I know how to operate and work with
them and | am di sappointed that | haven't been able to
execute on that responsibility.

CHAI RMAN SHAPIRG: | didn't have to ask that
qguestion then.

MR, CHAMPI ON:  No.

CHAI RMAN SHAPI RO.  Thank you for offering that

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

211

MR, CHAMPION: And M. Castro, you can pay me ny
20 bucks.

CHAI RMAN SHAPI RO  Okay, if anybody has any nore
questions? |f not then thank you, M. Chanpion. | am going
to also recommend on this application that we not take
action today.

MR. CHAMPI ON: Thank you very much for your tine

t oday.
CHAI RVAN SHAPIRO. We need it to be conplete.
COW SSI ONER AMERMAN:  Thank you.
COW SSIONER HARRIS:  On all of these it would be
good if we could -- | nean, just wait until the Decenber

nmeeting than try to get these done for Novenber.

CHAI RMAN SHAPI RO: You are correct, Conmi ssioner
Harris. Do we need to take a five minute break? The next
will be TVG  Does anybody need a break? |If not we'll keep
going. Craig, you can go out yourself. Al right then
we're going to just keep going then. And we'll let TVG get
set up.

(O f the record.)

CHAI RMAN SHAPI RO: Before we go to TVGif you'd
just bear with ne one second. 1'd like to just do a little
bit of housekeeping. OCbviously this neeting is going very
long and it has been a rather intense neeting. So I'd |ike

to see if we can't defer sone itens on the agenda so that
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everybody can get out of here at a reasonable tinme. So for
that reason | would ask to know if perhaps staff, and see if
there is any objection fromthe audi ence, whether or not we
can defer item nunmber 10, 11 is off, 12, 13, 14, 15 is off.
And dependi ng on whether or not, | nmean I'd |ike to defer
the staff report on the follow ng concluded race neets to
t he next neet also, the next neeting. Now does anybody in
t he audi ence have an objection to any of those itens being
def erred?

MR. BLONIEN. M. Chairman and menbers, Rod
Bl oni en on behal f of Los Alamtos. W would request that
you bring up item 14 today. W don't think it would take
very | ong.

CHAI RVAN SHAPI RO  All right, you want 14 back on?

MR. BLONIEN:. Yes sir.

CHAI RMAN SHAPI RO:  Okay, done. Does anybody el se

have any objection? |If so stand to the podi um

MR JAMGOTCHI AN: I'msorry, | didn't hear
Seventeen is still on the agenda, correct?
CHAI RMAN SHAPIRO: | left it just for you.

MR. JAMGOTCHI AN:  Thank you.

CHAI RMAN SHAPI RO  Okay, so | amgoing to defer
then wi thout objection itenms nunmber 10, 11 is off, 12, 13,
15, which was off, and 16. Those are off. All right. Now

we're back to item nunber 9, nunber 9.
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Good afternoon to our good friends at TVG As you
have had the pleasure of listening to your two conpetitors,
friends in ADWwagering. You' ve heard some of the
guestions, you've heard the opening. | would like to ask
you the sane questions and see what your responses are to
each of those issues.

And then of course you can do your presentation
see you have up there. The first one is

MR. NATHANSON:. Chai rnman Shapiro, | think it would
be very --

CHAI RMAN SHAPI RO: | forgot Jackie, one second.
Jacki e.

STAFF SERVI CES MANAGER | WAGNER: Jacki e Wagner,
CHRB staff. This application is fromTVG  They have
applied for an application to operate as an out-of-state
mul ti-jurisdictional wagering hub for ADW The proposed
dates for this approval is for the entire term approved by
the Board. And pursuant to our Board Rule 2072(b) that
addresses the term of approvals for ADW that would be two
years fromthe date the approval is issued.

TVG is aware of the statutory authority and the
sunset as of Decenber 2007. However, they are proposing
that the Board approve this application and that they be
given a two-year approval as provided under our Rule 2072

but that the second year be conditioned upon the
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Legi sl ature's extension of the ADW authorization.

They will be operating their facility 365 days a
year, 24 hours a day. The application is still in need of a
horsenen's agreenent. The staff would recommend that the
Board approve the application for a one year approval
condi tioned upon the sealing of the horsenen's agreenent.

CHAI RMAN SHAPI RC:  Thank you, Jackie. Before |
get started, M. Nathanson, you want to say somethi ng but
identify yourself first.

MR, NATHANSON: Certainly. David Nathanson,
general manager of TVG. To ny right is John H ndman, TVG s
general counsel. To the right of himis Ron Turovsky,
out si de counsel for TVG  Behind ne is Cathy Christian, also
out si de counsel for TVG

CHAI RMAN SHAPI RO  Okay. WAs there sonething you
wanted to say before |I got started?

MR. NATHANSON: Yes, M. Chairman. Before | begin
I"d like to, I'd like to -- W' ve |istened to what all of
the other two ADW providers had to say today. And | think
it would be very relevant, in anticipation of your
questions, to wal k through this presentation, the heart of
which is, you know, what does ADW and what does TVG
specifically do for California. | think it would be
rel evant in anticipation of the questions that you have

asked the other ADWproviders if that's acceptable to you.
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CHAI RMAN SHAPI RO:  Sure go ahead.

MR, NATHANSON: | think when | ooking at these
t hree ADW conpani es, an ADW company is not an ADW conpany is
not an ADW conpany. Each one has enployed a very different
busi ness nodel. You can | ook at each of their
contributions, each of the services they're operating. And
despite the fact that they all live under the guise of an
ADW conpany ultimtely each conmpany in itself is quite
unique. I'd like to spend time, and |'m happy to address a
| ot of the questions that were brought up by Scott and by
M. Chanpion, M. Daruty and M. Chanpion. But initially
I'"d like to focus on TVG so we can present our position and
specifically as it relates to California.

TVG tel evises nore horse racing to nore people
than any other television network at this point in the
gl obe. And specifically in the United States we reach 20
mllion households nationwide in all 50 states. In
California we reach nearly every single home through their
choice of cable or satellite provider and I'I|l get into that
in more detail very shortly.

We believe we produce the highest quality
tel evision experience making it entertaining with diverse
progranm ng segnented to a broad audi ence to broaden the
appeal of the sport to both novices, active fans and those

just as general sports fans. California is a significant
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product of this network. |t represents a trenmendous anpunt
of revenue to this conpany.

But in addition to that we have made a significant
commitnment on our network to California product. W
broadcast over 5,000 California races per year nationw de,
twi ce the nunber of races than any other jurisdiction. And
as a result of that we have generated the majority of
revenue to California tracks from ADWas well as to
horsenmen. W also enploy 120 Californians in California
al one focused on produci ng, again, the nost robust ADW
experience across nultiple platforns and we believe in the
country.

I'd like to focus on 2006. As M. Chanpi on not ed,
when he canme to the industry he was quite new. He bet on
races based on the color of the silks. Frankly I'mno
different. M background was in television when | cane into
this company and into this industry |less than a year ago.

My focus and ny initiative, what | was asked to do, was
broaden the appeal of the sport to a broader audi ence so we
can grow the pie so that the interest in the sport and what
we do is nore dynam c.

Because this industry, despite many of the issues
brought up earlier today, we believe has trenendous
potential and we believe we can play a significant role via

our platforns to grow that pie for the entire industry. Let
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me focus just very briefly on a few issues. | won't touch
on all of these.

This year on air we conpletely revanped our
progranmm ng both on-air graphics and new programm ng, and
I"l'l go through those specifically in a second. But the
goal of revanping the progranmm ng and hiring a whol e new
breed of talent on air was really focused, again, on
br oadeni ng the appeal of the sport.

On-line we have revanped our web site, which
woul d consi der outdated at the tinme. But ultimtely we have
revanped it to becone what we believe to be the npst dynam c
web site offering the nost dynam c, personalized services
fromM TVG Stable, which will alert the user to any horse,
jockey, trainer, race replays as well as other features that
we believe make our web site the web site of choice anopng
Californians, as you'll soon see. It is the ADW provider of
choice in the state.

We have al so forged dynam c relationships with
outside providers. Again, to broaden the reach outside of
our respective platforns. Qur agreenment with Fox
Interactive Media takes our programm ng and takes horse
racing into places |ike Fox Sports, nyspace.com |GN, and we
have al so forged partnerships with Yahoo Sports, all of
which I'Il get to shortly.

We | aunched a fourth wagering platform It was
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menti oned earlier the idea of one account across multiple
vehicles. Well, we're doing that today and TVG nobile is
our fourth wagering platform

Perhaps the nobst exciting and the nobst rel evant of
all the developnments in 2006 is distribution. Distribution
is what takes the signal out there. Wat takes California
horse racing into nore homes. In 2006 thus far we've added
two mllion digital basic, neaning people don't have to pay
anyt hing beyond their digital basic cable carriage. Two
mllion homes in wagering markets including San Francisco,
Seattl e and Boston.

We're incredibly pleased to announce today that
we' ve added 11 million homes internationally in the UK and
Ireland that will take TVG progranming to the broadest reach
in those markets, reaching literally nearly every single
househol d in the United Kingdom and Ireland through our
partnerships with At the Races. W have al so established
partnershi ps with new breeds of distributors |ike AT&T and
Verizon and 1'd like to talk to you specifically a little
nore about those distribution partnerships shortly.

Wth one TVG account custonmers have the
opportunity to play and wager on their choice where it is
nost conveni ent for themvia automated phone, on-line, which
I think again is not unique to TVG but we certainly believe

we have unique platfornms, and then two products which are
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absol utely unique to our business. Interactive television
where users can wager and have all the functionality of
their ADWplatformw th the use of a renpte control in a
singl e screen experience as well as internet-enabled nohile
phones through TVG Mobile. Again nmaki ng ADW convenient with
one account.

Qur distribution relationships, it's beyond just
getting into the homes. 1It's beyond getting into the 50
states. it's giving people choice. Qur network is
distributed on the top two satellite providers as well as
all of the top ten cable television providers in the United
States today. That neans those top ten providers represent
90 percent of cable tel evision households and we have
di stribution agreenents with all of them

In addition to that through our |ocal partnerships
this year, in addition to Fox Sports Net Prinme Ticket, which
broadcasts TVG in Southern California on a daily basis, we
al so established partnerships to benefit Del Mar with Cox 4
San Diego. And now we're very, very excited to announce our
partnershi ps with Fox Sports Net Ohio, Fox sports Net
Nort hwest, Fox Sports Net New York and Turner South. On
raci ng's biggest events we can distribute California racing
to over 50 mllion households in the United States al one,
excl udi ng our now new added distribution internationally.

The programring is significant. And we feel with
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that reach we have an obligation to broaden the appeal of
horse racing in an entertaining fashion to the broadest
audi ence possible and that requires segnmentation of our
progr anm ng.

We have devel oped shows |ike Horse Racing 101
geared exclusively to the novice. Lady Luck, which is neant
to, which is nmeant to show racing froma fenale perspective
Raci ng Round Tabl e, tal king about topical issues that we al
face including issues |ike we're tal ki ng about today.

Fandi cappi ng. You know, one thing |'ve | earned about horse
racing is when | go to a track everyone thinks they know
nore than our on-air analyst. Well nowis their chance to
go on-air and prove it on their own and that is what

Fandi capping all about. :58 Flat is again sonmething that we
have | earned from ot her television vehicles |ike Mad Money,
Jim Cramer's Mad Money. A very high-paced betting show
that's geared not towards the novice but towards the expert.

And ot her shows and ot her devel opnments |ike Horse
Racing Al Access requires a trenendous investnment. But
agai n, uses tools that we've learned fromthe NFL and ot her
maj or sports and applies themto our sport by putting mcs
on every jockey in the field so that the users for the first
time get the experience of horse racing froma jockey's
perspective. And if you haven't watched it | encourage you

to, it's really the npost dynam c tel evision experience in
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horse racing that we believe has ever been produced.

TVG only televises 48 percent of the races
avail abl e to broadcast. W have agreenments with over 70
tracks, 25 of which are exclusive, and those excl usive
tracks benefit from guaranteed raci ng coverage, on-track
presence and targeted marketing and pronotion. W drive
wagers, we drive interest, we drive distribution to those
tracks.

And as | nentioned before, no one gets nore
benefit than our California track partners. W show nore
California races than any other jurisdiction. Ninety
percent of our handle is on televised races. And when we
show races on TVG t he average handl e per race on a tel evised
race is 900 percent greater than on non-tel evised races.

And we'll go into detail in terns of how we feel that
af fects even beyond TVG s own platfornms.

We al so are enpl oyi ng i nnovative marketing
techni ques. From an e-newsletter that we send out weekly to
encourage fans and keep themup to speed with the exciting
things that are happening across the conpany, to direct
mar ket i ng canpai gns which we can use to target specific
canmpaigns like Pick Six Carryovers. And in addition to that
t hrough our partnerships with Fox Interactive Media and
Yahoo we have been able to reach racing fans in other broad

popul ar portals. Again, to introduce new fans to the sport
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and keep themup to speed.

We | aunched a incredibly dynam c nyspace page in
association with myspace a few weeks ago. Wthin a few
weeks without any solicitation we have over 1200 friends.
Now that may seemlike a small nunber. But again, through
our further partnerships with nyspace we believe that we'l
be the prem er nyspace social networking site dedicated to
horse racing. And we'll be providing blogs, video, again
all targeted toward younger denps. And | encourage you to
go to nyspace.comtvgnetwork to see for yourself.

As M. Chanpi on nmentioned we al so | aunched an
educational site just this week, TVGree. net. I think the
uni que thing about this site is we took cues of what worked
at other gamng sites. And on TVGree.net it's not just
about gaming, it's about |earning the gane. You can get
interactive tutorials, tips fromthe pros on a daily basis,
in addition to playing live. And it also gives us an
opportunity to market TVG and mar ket horse racing across
advertisers that in the past have been adverse to racing
because of its ganmi ng conponent. So we believe it will give
us an exciting opportunity and you'll see a lot of that in
t he next few weeks.

Finally 1'd like to talk about two other
initiatives that we're working on that you can see in the

next few nonths. TVG fantasy horse racing. No ganm ng
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i nvol ved what soever but again focused on getting fans into
the sport. You get to build your own stable of horses,
j ockeys, trainers and owners and earn points. \Were you can
conpet e agai nst a stable, against your friends or against
the whole TVG fantasy conmunity. We'll be launching that in
association with one of the largest portals in the country,
and again, we're very excited about an opportunity to get
fans into horse racing, even if they're not into ADWor into
the gam ng conponent.

And simlarly TVG On Demand. G ving people
informati on and allowing themto watch races that are
relevant to themin their region at their convenience in
partnership with our cable providers.

Now I'd like to talk specifically about
California. TVG as | nentioned before is available to
nearly every California household through their choice of
cable or satellite operator. This is just a small Iist of
some of the conmmunities we serve. But | think there is no
guestion we are the nost widely distributed not only in the
country but from a penetration perspective in the state and
I think that is undeniable.

So let's tal k about ADW and ADW specifically.
California ADWin five short years is w thout question the
| argest ADWstate in the country. More than ADW states that

have been conducting ADW since the 1970s. TVG far and away,
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far and away is the largest provider of ADWin the state.

We handl e nore wagers than the other two providers conbined.
We service nmore custoners than the other two providers

conmbi ned. And so when you're tal king about ADWthe vast
majorities of custoners are served by TVGin California. As
you can see in 2005 we represented 55 percent, okay,

i nception today. W serviced -- TVG represented 55 percent
of the total ADWin the state.

And as M. Chanpi on nentioned, yes, we only serve
12 states. We only accept wagers out of state, 11 states
outside of California where TVGis absolutely and
unquestionably perm ssible. As a result we're not as
diversified as the other ADW conpanies that certainly are
reaching out to nearly 40 states. But if you |ook on a
state by state basis, in the markets we do serve TVG
generates 155 percent nore wagering per state than our
nearest conpetitor.

And I1'd Iike to talk to you a little bit about
what that neans. Qut of states even where we don't benefit.
Because our signal and what we produce on a daily basis is
distributed to all 50 states via these distributors our
tracks, their average out-of-state ADWhandle is
significantly larger than tracks that are not affiliated
with TVG And as you can see the daily average out-of-state

handl e on this slide for Del Mar, Hollywod Park and Gak
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Tree far outweigh Santa Anita.

In terns of the revenue and if it conmes down to
the bottom line what has TVG generated and paid to the horse
racing industry in California in the past five years the
figure is over $100 million. And our tracks and our partner
tracks have been the greatest beneficiaries of that as wel
as generating a significant |arger percentage for purses
than non-affiliated tracks. The fact that Fairplex on an
average daily ADW basis generates a higher, daily ADW purse
than Santa Anita is solely reflective, we believe, again, of
the quality of their races and the distribution that in
partnership with Fairplex we deliver across the country.

I'd like to talk, 1'd like to use this figure from
the TOC Omers Circle nmagazine to sort of, there has been a
| ot of question about what goes to purses. There's no
question, and TVG does not question, that the best possible
experience of horse racing and the best possible benefit to
horse racing is people betting at the track. W can play a
significant part of that, we can do a lot more. And we are
committed to working with every agency in this industry to
make that happen. But off-track or out-of-state ADWis
conpetitive, certainly with sinulcast facilities and
certainly much nore beneficiary in nore cases than not, both
for Iive and out-of-state races.

The last thing I'd like to tal k about, again,
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because there is no question there is an epidenic as it
relates to purses. The national total purse increase from
2001 to 2005 was 1.64 percent. |It's a problem California
purses only slightly higher on average, 2.7 percent. But
TVG California tracks far exceed that average, reaching 5.7
percent on average per purse growth since 2001

California racing is receiving unprecedented daily
tel evi si on exposure on TVGin California, nationw de and now
internationally. TVGw Il continue to invest, it has
invested, in its television and progranm ng and di stribution
to keep racing conpetitive with every other sport. At this
point TVGis as widely distributed as nost if not nore than
any other niche sport network with perhaps the exception of
the Golf Channel. But ultimtely horse racing and TVG has
recei ved unprecedent ed exposure based on TVG s distribution

TVG has generated the nost handl e and the nost
revenue backed up purses to horsemen from ADW W' ve
generated over $100 mllion to date and we are conmitted to
growi ng that and growi ng the pot. W believe working
together with all the constituents that TVG can play a
significant role, including bringing new fans to the gane,

i ncl udi ng showi ng California racing across the country in
the best possible light to the best interest of this
i ndustry.

And so with that |I'd |i ke John Hi ndman and our
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out si de counsel to answer any questions you have.

COW SSI ONER AMERMAN:  That's a very inpressive
presentation and obviously it speaks for itself. The
nunbers you showed, however, seemto indicate that your
busi ness in 2006 has peaked versus 2005.

MR, HI NDMAN: May | address that?

MR. NATHANSON: Pl ease, go ahead.

MR. HI NDMAN:  The nunbers in that presentation
were for the first two quarters of -- the nunbers in the
presentation were for the first two quarters of 2006. [|I'm
sorry. And there was no conparison to the first two
quarters of the year but generally TVG s business is nuch
larger in the second half of the year than it is in the
first. So that's not really indicative of --

COW SSI ONER AMERVAN: | understand that. Is
there any opportunity for you to expand the business in the
first half of the year then? There nmust be sone issue that
i s holding you back

MR, NATHANSON. M. Anerman, if you're referring
to Santa Anita --

COW SSI ONER AMERMAN: | 'm not referring to
anything. I'mreferring to what can you do to build your
business in the first half of the year

MR. NATHANSON: In California the first half of

the year, although it is without question our slowest
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quarter --

COW SSI ONER AMERMAN:  Why is that?

MR, NATHANSON:. We handle nore wagers in the state
than the ADW provider, for exanple, that carries Santa Anita
during that course, XpressBet.

COWM SSI ONER AMERMAN:  That wasn't ny question.
What can you do to inmprove your business in the first half
of the year?

MR, NATHANSON: We are conmitted to, during the
first half of the year and throughout the year, bringing new
fans to the sport. Again, which we believe will grow year-
round interest in horse racing in California.

COW SSI ONER AMERMAN:  That's a very general
answer. | was hoping that you woul d be nmore specific as to
what the opportunities were, even though you night say there
are obstacles to achieving those objectives.

COW SSI ONER HARRI'S:  Now | woul d assume that the
opportunities you're referring to would be Gol den Gate
Fields and Santa Anita. Are you trying to pick them up?

MR. NATHANSON: Yes, | nean, we've engaged with,
al ongside M. Anmerman and Chairman -- excuse e,

Conmi ssi oner Amerman and Chai rman Shapiro. W' ve engaged on
nmul ti pl e occasions with MEC. There is no question about it.
Let me be very clear. TVG would love to carry Santa Anita,

TVG woul d I ove to carry CGolden Gate. It just has to be in a
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position that's fair and accurate. W continue to have
di scussions and |'m happy to provide an update either now or
in the next agenda item Conm ssioner Anerman, in terns of
where those di scussions are.

But ultimately there is no doubt about it. No one
is sitting here -- W recogni ze the value that we woul d get
fromcarrying Santa Anita and Gol den Gate. And frankly we
al so recogni ze the value that MEC woul d get via our
distribution and via our platform And there is no doubt
about it, it's in both conpanies' best interest to find a
way to make sonething worKk.

COW SSI ONER AMERMAN: It seens to ne that MEC
woul d be, would benefit, you stated you woul d benefit.
we've got to cut through whatever the obstacles are.

MR, NATHANSON: | agree.

COW SSI ONER AMERMAN:  And tinme is running out
bef ore Santa Anita opens.

CHAI RMAN SHAPI RO M. Nathanson, | don't think
anybody on this Board or anybody in this roomcan dispute
that the television content and the technology of TVGisn't
excellent. And if anybody has a problemw th the television
I'd be really surprised. | don't think it's an issue with
the television, | don't think that there's issues with the
distribution. There is no doubt your distribution is the

best, there is no doubt that your television is excellent.
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The problem though, that we are all struggling
with is the business we are in, which is horse racing. And
as one of the three ADW providers the problemthat we're
trying to figure out is howto incorporate nore fromeach of
the ADW providers so that it benefits the fans first, the
horsenen second and al so the tracks.

And as | nentioned, | think when | was talking to
XpressBet that there was sone -- as we | ooked at each wager
dol lar, the variation and what conmes back to the industry,
whether it be to the tracks or to the horsemen, there seens
to be a large disparity.

Now |'m not going to hide that you and | have had
nunerous di scussions over the |ast week. You and | and John
H ndman and Conmi ssi oner Anmerman net and clearly we think it
woul d be to our fans' best interest, to your custoners' best
interest, to MEC s best interest, to get product at Santa
Anita and Gol den Gate on TVG What | keep hearing fromyou
is that the obstacles that are in place, some of the
obstacles are that you have a different financial nodel.

And | appreciate that and | respect that you have a
di fferent financial nodel

The part I'mtroubled with is that your financia
nodel may not be a nodel that works for California horse
racing despite all the great benefit that you bring. You

broadcast the breeders awards, you do all access, you do al
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these great things that nobody disputes. But we are not
tal ki ng about your television, we are not tal king about your
distribution. W' re talking about how to use your
distribution to benefit horse racing. And the way that
benefits is by creating nmore wagering with nore revenues
that flow down to the horsenen and to the tracks.

We all know that all year that we have had sone
difficult issues and those are the next agenda item But |
woul d i ke to backtrack because your presentation did not
address some of the sane questions that | asked the others.

Dating back to 2002 your conmpany had an agreenent
with the horsemen. |n 2004 your conpany stated there was an
agreement with the horsenen but it only was for the first
year of a two year license. Now | sat on that Board at that
time. And frankly | guess | mssed it but when this Board
said, and you will have a horsenen's agreenent, we heard
yes, but | wasn't sharp enough to catch that it would only
be for the first year of two years.

In every instance that ADW an ADW operator has
been licensed in the state we've always said, and have an
agreenent with the horsenen. | know from our discussions
you don't want to have as a condition to your |icensure that
there's an agreenent with the horsenen. | don't understand
why.

MR. NATHANSON: Well first --
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CHAI RMAN SHAPI RO:  Let me just finish, okay?

MR. NATHANSON: Certainly.

CHAI RMAN SHAPI RO It has al ways been a practice
of this Board to ask that that be there, for a variety of
reasons. One of which is, without horsenen, w thout owners
that have a stake in this we don't have product and you
don't have product. W don't have racing. So can you tel
me why, |I'massuming if | asked the question, are you
willing to enter into an agreenent with the horsenen your
answer woul d be?

MR. NATHANSON: You're saying as a condition of
i censure?

CHAl RMAN SHAPI RO:  Yes.

MR. NATHANSON:  No.

CHAI RMAN SHAPI RO:  No, okay. Can you tell me why
you won't do it when you've heard -- XpressBet has said
sure, no problem Youbet has said sure, no problem Wy do
you have that problen?

MR. NATHANSON: First, and I'mgoing to |let John
answer the question but | would like to just correct a
characterization of the statenment, Chairman Shapiro, that
you made that we are unwilling to work with or don't see the
val ue of the TOC. W absolutely --

CHAI RMAN SHAPIRO. | didn't say that, | didn't say

that. And if that's what you think | said then | wll
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restate it. That's not what | said. | never mentioned that
you didn't see the value in TOC or the horsenen. |I'msinply
asking a very sinple question. You do not want to have as a
condition to your license that there is an agreenent with
the horsenen, who are an integral stakeholder in this
i ndustry. The others have said no problem you' re saying
no. Can you explain why?

MR. NATHANSON: Commi ssi oner Shapiro, | think want

and what is required by |aw are two separate things.

CHAI RMAN SHAPI RO | didn't say what was required
by law. | sinply said, are you willing -- forget |law for a
second, |'mnot arguing what the law requires. |I'mtrying

to get past that and say --

MR. NATHANSON: But the |aw --

CHAI RMAN SHAPI RO What's the probl enf?

MR, NATHANSON: Commi ssi oner Shapiro, the lawis
what we operate under. The law is what has created the
ability for us to do what we do and for you to do what you
do. So we operate under the guise of the |aw because that
is, that is the condition fromwhich we're here. So to say
want versus what is obligated by [aw --

CHAI RVAN SHAPI RO:  The | aw does not exclude the
possibility of there being an agreement with the horsenen.

MR, NATHANSON:. But the |law doesn't require it

ei t her.
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CHAI RMAN SHAPI RO  The law says it's not required.

COW SSI ONER HARRI'S:  Plus the whole | aw sunsets
next year, it's going to have to be rewitten.

MR. NATHANSON:. Absol utely.

COW SSIONER HARRI'S: | think we need some cl osure
on what, how you address the horsenen's agreenents. Now I
could see if there was unreasonability on the part of
horsenmen and it was just ridicul ous what their demands were.
Maybe there should be an arbitration process or sonething.
But the horsenen have such a big investnent in the industry
that they need sone version of sign-off.

CHAI RVAN SHAPI RO. | mean, this frustrates ne,
okay. And this frustrates nme because | didn't ask you what
is required by law. |1'mnot going to argue the law with
you. | know your position and you have made it very clear,
okay. We are not having a legal discussion. W're having a
di scussi on of how we can get nore out of ADW That's what
we' re tal king about.

So | sinply said, are you willing, notw thstanding
what the | aw says, not the requirenents of the law, are you
willing to have an agreenment with the horsenmen. And you
have said, no. So now ny foll ow up question is, why?

MR. HI NDMAN.  Chairman Shapiro , | think that this
is an issue that goes back quite a long tine. And if you

| ook at the ADWIaw and the regul ations it nmakes clear, you
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know, two things. And to keep things from being confused
I'"d like to wal k through those and then wal k through what
the issues are.

CHAI RMAN SHAPI RO.  John, John, | amasking to try

and understand what is the objection. [I'mnot interested in
what the | aw says right now. |'mnot asking you to do
anything that's illegal. 1'msaying, what's your problem
with it?

MR. NATHANSON:. Chai rnman Shapiro, again, and | do
think the characterization is msconstrued. W have no
problemif we can reach an agreenent with the TOC

CHAI RMAN SHAPI RO: Ckay.

MR. NATHANSON: Let nme finish, sir. |If we can
reach an agreenent with the TOC that's fair and equitable to
both parties. That's certainly what we have comritted to
doing. And | think Drew will state, and as we'll address
I"'msure in the next agenda item we've nmet in the past few
weeks probably nmore than we've net in a long time. W spent
a nunber of hours yesterday tal king about a nunber of
issues. And the reality is if we can reach an agreenment we
have no probl em reachi ng an agreenent.

The question, however, is do we want or do we have
to have an agreenent with the TOC as a condition of
licensure. And | believe the answer by law is no.

MR, HI NDMAN:. Let nme just explain. The law, the
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regul ations nmention the Interstate Horse Racing Act. W
understand that. W know what the Interstate Horse Racing
Act is, we understand when it applies. And that's to any
time we carry California races that the track has to get
sign-off fromthe horsemen. W're fully aware of that.

We al so know that the |aw clearly says how ADW
providers are to be conpensated in the state of California
and it says sonething conpletely different. It says that
they are to be conpensated pursuant to agreenments with
racetracks, which we have. So if there is an additiona
requirenent that is entirely contrary to the law it makes it
very difficult logistically to operate. And B, from our
perspective it is not an appropriate basis on which to deny
sonmebody a |icense.

CHAI RMAN SHAPI RO So why do you think you have
that problem and the others don't then?

CHAI RMAN SHAPIRO: | can't speak for the other
providers. That wouldn't be fair

COW SSI ONER AVMERMAN:  Why do you have the
probl enf?

MR. NATHANSON: Again, to describe it as a
probl em again, we wouldn't --

CHAI RMAN SHAPI RO.  Concern? What word do you want
to use?

MR. NATHANSON: No, we would | ove, we would | ove
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-- A problemis sonething that we don't want and what |'m
saying is, we would [ ove to have an agreenent with the TOC
| have spent a lot of tine with TOC Board Menbers and
believe that we can reach an agreenent as long as it is fair
and equitable to both parties. |If the question is, would
you have an agreenent with the TOC the answer is,
absol utely. However, would we agree that having an
agreenent with the TOC is necessary for a condition of
license, and again | will say no. By law, no.

COWM SSI ONER HARRI'S:  Well | think the whole
probl emis how you resolve a non-agreed situation, how you
resolve a dispute. | think there needs to be -- obviously
if there was, assuming there was a |law that said you had to
have agreenent, there would have to be sone way that you go
to arbitration or nediation or sonething. But at the end of
the day that there is an agreement in place, that it
shoul dn't be forced down either side. But | think the
horsemen are just concerned that they are kind of left in
t he dark.

MR. NATHANSON: Again, | can't speak for the
horsemen and | have a feeling Drew will speak on behal f of
hi msel f and the horsenmen. But | will say that, you know,
our |atest discussion did involve a nediator and | do
believe both parties did work in good faith to -- and Drew

is nodding his head in agreenent -- to find a resolution
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Unfortunately during yesterday's nedi ated di scussi on an
agreenent was not reached to get on the sanme page.

That being said, | have commtted to Drew and
have comrtted to the Board to continue those conversations.
I do believe that nine out of ten things we have in conmon,
we have the same mutual interests, and | do believe an
agreenent can be reached. It's just a matter of finding
sonmething that is fair and equitable for both parties.

We recogni ze the value of horsenen in this
i ndustry. W recognize the incredible value in ternms of its
i mportance for the growth of this business. Their success,
frankly, would be our success. W recognize that and we
were comm tted to working with the horsemen. | have spent a
lot of ny tinme and | will continue to spend a lot of ny tine
working with Drew, working with his comrittee to find an
agreenent that is fair and equitable to both parties such
that we're on the sane page.

COW SSIONER HARRIS: It may well be that there is
a lot of creativity goes into an agreenment, it's not just
one nunber is this and one nunber is that. Maybe there

woul d be sliding scales or bonuses for certain types of TV

coverage. It's got to be a pretty conplex deal you're doing
here. It can't just be it's going to be four versus three.
MR, NATHANSON:. | totally agree with you,

Commi ssioner Harris. And | think the basis of our
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di scussions thus far have been creative, have been sort of
outside of what | would call the typical box of these past

di scussi ons.

And again, | wouldn't characterize, even though we
have not reached an agreenment, and again |'Il |let Drew speak
for hinself, | wouldn't characterize the end of our |ast

di scussion as a closed door wal k-away sort or position
Think both parties are still commtted to talking, whether
medi ated or not. So, you know, fromthat perspective, if
the question, Chairman Shapiro is, would we have an
agreenent with the TOC? Absolutely. W see value in the
TOC and we see, we believe it would be in our interest.

The question, if the question is, which is the way
| think it was posed, will you have an agreenent with the
TOC as a condition of our license? The answer is no. And
the answer to why is because the |aw says it doesn't have to
be so.

MR, HI NDMAN: | think actually, follow ng on what
David said, the |law says the opposite. The | aw says you
have to have an agreenent with sonebody el se for
conpensation in the state of California so it is conpletely
contrary to that.

And | wanted to bring up that California State
Senat or and President of the Senate Perata asked sone of

these very questions to the |egislative counsel and they
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recently opined on sone of these issues. And on this very
i ssue, whether the California Horse Racing Board can require
the parties to a contract to obtain the consent of the
horsenen's organi zation regardi ng the anmobunt of conpensation
to be paid under the contract their answer was, Section
19562 requires the Board's rules, regulations and conditions
to be consistent with the horse racing | aw.

CHAI RMAN SHAPI RO Wel | notwi thstandi ng that
letter that was provided to us by your attorney this norning
I don't know that | agree with all of that, frankly, and
will look to our attorney in this regard. | believe that if
we wanted to put forth a notion that woul d approve you as an
ADW provi der for 2007 subject to a condition inposed that
has been inposed in all prior years that there be an
agreenent of nutual understanding on nmutual, on issues of
nmutual interest, | amnot sure that that would be a problem
Per haps our deputy attorney general mght advise on that.

I mean, frankly | don't see that we can't ask you
to do that. | didn't say anything about rates. Wat | hear
there is that he's opining that we don't have the right to
require an agreenment with respect to rate.

MR. TUROVSKY: If | might coment on that briefly.
I'"'m Ron Turovsky. | have | ooked at these issues as well and
represent TVG and | want to directly address that point.

Because we have had various statenments made by the Board
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with respect to a particularized reason why, notw t hstandi ng
the very clear |aw concerning the rights of the parties with
respect to the establishment of the hub fee, why you have
theorized there m ght be opportunities nonetheless to
establish that hub fee. You initially asked us to just have
negotiations to try to reach a resolution and informally
between the parties that wasn't done. The last time --

CHAI RMAN SHAPI RO Okay, wait a minute. You're
now going into the dispute issue which follows this, and
frankly | think we're both off track here because we're
trying to deal with an application. W're going to get to
that in the next agenda item

MR. TUROVSKY: Well I'mfollowing, | think I'm
reasonably follow ng up on both your statenents nmade and
we're getting to the specific provision that you' re now
referring to. So | think it's fair background just to get
to this. But to speed it up the main point is today you
have suggested that under this other provision, which is a
provi sion of the law that you cited in the beginning of
this, that that is the method in which you could now
theoretically inpose a condition on the license requiring
that the hub fees obtained.

CHAI RVAN SHAPIRO. | didn't say the word hub fee
I"'mnot referring to a hub fee.

MR, TUROVSKY: |'msorry, an agreenent, an
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agreenent with the TOC could be required. That you could
require that as a condition of the license. But it just
needs to be stated unequivocally that when you indicated
that you had gone and done, gone to the |aw books and done
the research it's not -- what you | ooked at is not conplete.
And in fact, that provision --

CHAI RMAN SHAPI RC:  That's why I'mnot a | awyer.

MR. TUROVSKY: That's right. And that provision
woul d not, in fact under the law, entitle the Board to in
essence redo the | aw and now create a requirenent that you
have it under the guise or the auspices of a condition. The
fact that you cited provisions of the law But with all of
those provisions it is required that you, in inplenmentation
of those conditions, in the inplenmentation of regulations,
you cannot as an executive agency rewite the law. That is
not what you are entitled to do.

CHAI RMAN SHAPI RO | understand t hat

MR, TUROVSKY: And that is what you would be
doing. And so those provisions do not change under, do not
change the outcone of this analysis. That you could instead
of sinply saying, they have this right and we're going to do
it as a condition, it doesn't change the |aw, whatever.

Now agai n, you don't have to, you know, rely
entirely on nmy analysis because this has been already the

subj ect of this opinion that was requested by the President
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of the Senate Don Perata. And the legislative counsel wote
specifically, Section 19562 requires the Board' s rules,
regul ati ons and conditions to be consistent with the horse
raci ng | aw

Now t hey were answering the question whether or
not may the California Horse Racing Board require the
parties to a contract that provides for advanced deposit
wagering prior to executing the contract to obtain the
consent of the horsenen's organization regardi ng the anount
of conpensation to be paid as part of the contract? The
answer was, nho. Section 19562 requires the Board's rules,
regul ati ons and conditions to be consistent with the horse
raci ng | aw

Now just to break in there I will note that
there's lots and lots of case | aw that establishes exactly
that proposition. It is a fundanental proposition that you
cannot exceed a | aw when you issue a regul ati on, when you
i ssue an approval or when you create a condition. So the
provision that you're citing doesn't change any of that.

This goes on to say, subdivision D of Section
19604, which set forth the advanced deposit wagering
contract process does not assign a role to horsenen's
organi zations in that contract process. W think that the
i mposition of this consent condition would be inconsistent

with Section 19604 specifically and the horse racing | aw
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generally, and therefore that the Board is not statutorily
authorized to inmpose that condition.

So that's the overall point. However you were to
cone at it, whether it's dispute resolution as Conm ssi oner
Harris had indicated. If it were sone nmechani sm of dispute
resolution, provided a | aw that required that fundanentally.
But if it doesn't you can't use that as a nethod to change
the law. These would be decisions nade by the |egislative
branch. You could obviously state your views over the way
the | aw ought to be in the future. But it's not the
provi nce of this agency to change the law, to rewite it,
whet her it's under the auspices of conditions or dispute
resol ution or any other, or any other way.

CHAI RMAN SHAPI RO.  So taking your logic theml
guess what is available to us, if you're right is, that we
coul d adopt this, we could approve an application, or we
coul d not approve an application, right?

MR, TUROVSKY: Not right.

CHAI RVAN SHAPI RO.  Not right?

MR, TUROVSKY: You would have to -- O course you
could not willy-nilly just deny an application.

CHAI RMAN SHAPI RC: No, | understand that. But
again, our problemis that what we're struggling with here
is how we can get, find a way to nake ADW better for

everybody.
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MR. NATHANSON: And Chai rman Shapiro.

CHAI RMAN SHAPI RO:  Let ne finish please, David.

MR. NATHANSON: Certainly.

CHAI RMAN SHAPI RO  Okay? And again | certainly
appreci ate what TVG does. But we're also |looking at it that
not enough revenue appears to flow into purses. That's what
one of our concerns is. And we think, based on this Board's
actions since the inception of ADW there has always been an
agreenent, whether by |aw or not, required by law or not,
there has al ways been an agreement with the horsenen.

MR, NATHANSON: Okay.

CHAI RVAN SHAPI RO This is the first tine that |
know of where what |'ve heard is that you' re saying, if we
can reach one, great, but if we can't don't hold up our
license. And |'m paraphrasing. | understand that. [|'m not
telling you what the rate should be, I'mnot talking about
rate. \What |'mtal king about is working with the horsemen
to come to a way to make raci ng and ADW better.

MR. HINDMAN. Can |, can | clarify sonething,

Chai rman Shapiro? TVG s application that has been submitted
in this instance is not in any way different than any

previ ous application that has been approved by the Board.
And again, the only reference to prior horsenen's approvals
in the law or the regulations is the Interstate Horse Racing

Act. And we have conplied with that every day of our
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exi stence in California and that's what that's referring to.
And we have done that. So again, whether -- To M.

Nat hanson' s poi nt, whether or not we do or do not enter into
a relationship with the TOC is in our view a different
matter.

COW SSI ONER MOSS: Let ne just ask you a
guestion, one quick question

COW SSI ONER HARRI'S:  One issue -- Go ahead.

COW SSI ONER MOSS: Did you guys have to nmake a
deal or make an agreenent with the TOC?

CHAI RMAN SHAPI RO I f you strictly look at the
law - -

COW SSI ONER MOSS: Do they have an agreenent ?
Did the TOC approve the deal ?

CHAI RMAN SHAPI RC:  The TOC - -

COW SSI ONER MOSS:  We have reviewed that, for
exanpl e.

CHAI RMAN SHAPI RO:  The TOC has entered into
agreenents in the past with XpressBet and wi th Youbet.

COWM SSI ONER MOSS:  Ri ght .

CHAI RMAN SHAPI RO:  And XpressBet and Youbet have
both said they are willing to continue that practice.

COW SSI ONER MOSS:  And we heard fromthe
presi dent of Youbet that he is not doing for California what

he coul d be doi ng because there is just not enough nmoney in
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it for them

CHAI RVAN SHAPI RO.  Ri ght .

COW SSI ONER MOSS: I n the case of TVG they are
enphasi zing California. They're enphasizing California in
the biggest forum Their game goes to every household in
the state. They would like to nake an arrangenent with
Santa Anita and Gol den Gate, they expressed a desire to do
that. They're having conversations with the TOC. They have
an i ndependent, you know, an individual that is trying to
arbitrate the situation. So shouldn't we |et these
conversations continue and see what they come up with or see
what happens?

CHAI RMAN SHAPI RO  Oh sure.

COW SSI ONER MOSS:  All I'munderstanding -- |I'm
just trying to understand the role of the TOC and how it
wor ks because the TOC made a deal with Youbet and Youbet
isn"t spending any tine or any noney in California. | don't
under stand what the reason for that deal is in certain ways.
I nmean, you know, because we are not getting the greatest
cooperation out of Youbet then. O we should |Iower our fees
so that Youbet does work for us. |I'mjust trying to figure
this out in a certain reasonable sense.

COW SSI ONER HARRI'S:  Actually I'm sure Youbet
would like to respond to that. But I'mnot really clear

t hough. Even if you assune that sonehow the horsenen don't
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need an agreenent with the ADWprovider isn't it pretty wel
agreed they do need an agreenent with the track? |s that
agreed? Whatever track is going or is it just sone track is
part of the thing. But assumi ng that you had it with each
track could, in fact, the horsenen use their other
agreenents they clearly do have to have as | everage to
encourage the track to do whatever they felt should be done
on the ADWrates? |'mjust not that famliar with that.

MR, COUTO  Drew Couto, Thoroughbred Owners of
California. You've hit at the practical problem | nean,
we can today condition our consent on the use of our signal
not only on the hub fee rate. This is our view, |awers get
paid a | ot of nmoney. There's a lot of |awers getting paid
in here, we have different opinions. But we could condition
our consent to the use of the California signal both on the
hub fee rate being applied in-state and on the hub fee rate
bei ng applied out-of-state.

We have -- The federal |law doesn't limt what we
can put into our consent, it doesn't say we have to say yes
or no. It sinmply says we have a consent right that we can
condition on whatever terns, economc terns we care to.

It's a practical problem whether TVG wants to believe the
law entitles us, the current law entitles us to do what we
have been doing for the past four years, or we use the

federal law to do the same thing. |It's a practical problem
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And | think you' re dead on, M. Harris. W could
use anot her vehicle to do that. W have tried not to do
t hat because there are consequences to the industry if we
wi t hhol d consent to do that. W have tried to work with our
partners, we've worked it out every tine before. W' re just
di sappointed -- W're hopeful, we're disappoi nted we haven't
got there yet.

And M. Mdss, the reason, | think if you ask
Youbet back down here, the reason they are not profitable
isn't the hub fee rate. It's the fact | think, as
M. Chanpion testified to, is the fact that they have to pay
so much noney to TVG on the exclusive side that it is no
| onger profitable for them not the hub fee. ['d |Iike Chuck
to come down and explain to you in nore detail but I'll wait
until my turn to go through ny response.

COW SSI ONER AMERMAN:  You' ve had an agreenent,
M. Couto, every year until this year with TVG is that
correct?

MR. COUTO. That's correct. W have met and
negoti ated hub fee rates every year

COW SSI ONER AMERVAN: W' ve heard from the other
side. Wy, in your opinion, haven't you been able to reach
an agreenment this year?

MR, COUTO  Well originally they rebuffed our

invitation to neet and we didn't neet on this issue until --
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really August or Septenber | think is the first tinme they
agreed to nmeet with the Board's, | think, urging. So, you
know, 1'd have to join with what John said. Yesterday was
an encouraging neeting. We didn't, we didn't get to where
we need to be but we all |eft open the door and | think
everybody tried to negotiate in good faith.

COW SSI ONER AMERVAN: It strikes ne that we're
not going to solve what's already going on in nmediation at
the present tinme. And this conversation, while interesting,
isn't going to get us anywhere.

CHAI RMAN SHAPI RO And M. Shapiro and Menbers,
Cathy Christian, also representing TVG And we woul d urge
you then as a result of that to consider approving TVG s
license. TVG did submt all of the necessary information to
the Board, it net all of the ternms of regulation 2072. It
does have an agreenent with a live track that conducts
racing 12 months out of the year. That track has an
agreenent with its horsemen. W have a horsenen's
agreenent .

Whenever we carry the signal from California
racing on California thoroughbreds obviously the California
t hor oughbreds have to, the TOC has to agree to that. They
have the ability right nowto require that the terns are
satisfactory to them \Wen we are not carrying that signa

t he Thoroughbred Omers of California do not have a stake.
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They are not stakeholders in the signal we bring in from
some ot her horsenen in another state through another track.

Therein sort of lies the problem How far can TOC
extend its reach, especially in the context of our approva
to operate, neeting the mnimumqualifications set out by
the law and the regul ati ons as an ADW provider. And since
we have net all the qualifications we strongly urge you to
approve our application

That doesn't nmean that we won't continue to have
di scussions. | think you've heard fromthe top of the
conpany and its general counsel that there is value in
havi ng those agreenents, that things would be better if
there were such agreenents. The role of the Horse Racing
Board i n encouraging those agreenents is appreciated but not
when it's to the point where you tell us we can't be
approved as an ADWprovider. W think that distorts the

picture, it changes the |l everage and it al so doesn't bring

any nore noney to anybody. It doesn't help the situation
CHAI RMAN SHAPI RO | don't think anybody wants TVG
not to be approved. | certainly don't want that to be the

case, okay. But who do you have an agreement with? You
said you have an agreenent for year-round --

MS. CHRISTIAN: Wth Los Al anitos.

CHAl RMAN SHAPI RC:  Okay.

CHAI RMAN SHAPI RO  And we have had that sane
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agreenent every year we have been approved since 2001 based
on that agreenment. Because the law only requires that the
ADW provi der have an agreement with a track conducting live
racing. That's the only requirenment. And we do have that
agreenent with Los Al am tos

That's no different, by the way, than Magna's
agreement with the Sacranmento harness racing people. They
use that when they are not operating their own track with
their signal fromtheir horsenen. So TVGis not unique in
t hat regard.

COW SSI ONER HARRI'S:  But | think --

M5. CHRI STIAN: That is sonething the | aw
provi des.

COW SSIONER HARRI'S: | think there are sone fl aws
inthe lawif that's the case but clearly the problemis, if
you canni balize California racing by people instead of
betting on California they' re betting on Meadow ands or
sonething, | think that is danmaging to California and we are
here to inprove California racing. And if we cone up with a
schenme that is counter-productive of that | think we've got
aright to say so. Mybe the lawis, we've got to change
the aw. But the overall righteousness of the thing | think
is on our side.

MS. CHRISTIAN: | understand that. And we

woul dn't disagree with you although | would point out that,

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

253
as the Chairman has pointed out, our focus is on California
racing. W're not shorting California racing or avoiding
dealing with California racing. That is the main focus of
what we do, at least as far as TVG is concerned.

And we do think the proper forumfor ironing out
some of these anomalies that you're talking about is in the
| egislature. It's very hard for this Board to do it. You
don't know what the consequences are for the business nodels
that these, all of these conpani es have put together in
order to determ ne whether or not they can operate in
California. |If you make an order and you don't know what
t he consequence is there could be a | ot of unintended
consequences. The forum for arguing about that should be a
| egi sl ative hearing.

COW SSI ONER HARRI'S:  Well | don't know. |'ll
stipulate that | don't have too high of an 1 Q nyself but the
rest of these guys are smarter than your average | egislator
for sure. (Laughter and appl ause)

MS5. CHRISTIAN: | won't touch that, Commi ssioner
Harris.

CHAI RMAN SHAPI RO:  Ckay.

MS. CHRI STIAN:  So once again it goes back to
what's the matter before you now, TVG s application to be
approved as an ADWprovider. It doesn't nean that all of

the things that you're saying that you think are inportant,
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that all of the issues that may have to be ironed out in the
law, that TVG is going to back away from

And actually | would use as evidence the fact that
TVG has found a way to work with the horsemen even though
it's not required by law since 2001. It hasn't worked out
as well this year, and this isn't the place to go into all
the details. It should not be a condition of licensure. It
shoul d be sonething that we try to achieve. And it should
be taken in all seriousness and all good faith and with all
the pressure and encouragenent of the Board. W certainly
don't dispute that.

CHAI RMAN SHAPI RO Thank you.

MR. LI EBAU:. Jack Liebau from Bay Meadows and
Hol | ywood Park and when we conme to ADWI'm al so a director
of Youbet. But, you know, to give sonme historic perspective
on these discussions that you're having, | think they all go
back to about Christmas of 2005. It seems that things
al ways seemto go awy when the neet that | have sonet hi ng
to do with is about to open (laughter). And we had this,
that's when all this started.

CHAI RMAN SHAPI RO You're absolutely right.

MR. LI EBAU:. And | know two of you with ne were
kind of reading, it's hard to believe but reading
transcripts, Christmas Eve, Christmas | guess, you know.

COW SSI ONER HARRI'S:  For sone of us it's
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Hanukkah.

MR. LI EBAU: Yeah, right.

CHAI RVAN SHAPI RC: What's that nean?

MR, LIEBAU. At that point in tinme | had requested
rulings fromthe Board, interpretation of the horse racing
[ aw, which you have the right to do, that would have framed
the issues. W haven't really framed the issues. Wen
you' re up here tal king about horsenmen's agreements, you
know, one side thinks that's for everything, the other side
thinks, well, the horsenmen's agreenment is only, you know,
only relates to what we're exporting, the Interstate Horse
Raci ng Act.

And then after in January or so after we got,
not hi ng was happeni ng, you know what happened? All of a
sudden TVG goes off and they're negotiating with Magna
Ent ertai nnent and nothing is going on. The horsenen don't
know what's happening, the tracks don't know what's
happening. We're all out to lunch and the tracks and the
horsenen are the biggest stakeholders in this deal

But | think, you know, as Cathy said the law, you
know, there are problems with it. And | have to confess
that | was probably one of the craftsmen of the |aw but it
was conplicated. And we know a | ot nore now than we knew
then. But probably back then when we got the law witten

and got it enacted it was probably pretty good as far as,
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you know, that period in tine was concerned.

And | think what we need to do is to focus on what
shoul d be done to nmke things better and that's going to
take changes in the law. Now there was a hearing that |
thi nk was chaired by Chairman Shapiro and Dean Fl ores,
Senator Flores, sone tinme ago. And we were all requested to
submit letters as to what our ideas were as far as inproving
the | aw

And, you know, we're spending a lot of time here
but nothing is happening there. W aren't getting from here
to there and that's what we've got to do. Oherwise we're
just going to conme to nmeetings and Youbet is going to buy
unch and 1'mgoing to pay for it and, you know (Il aughter).
It just doesn't make any sense as to what the hell is going
on here, you know. W've got to try to fix it but | don't
know whether we're zeroed in on fixing it.

CHAI RMAN SHAPI RO:  You know what, | agree with you
totally. | nmean, | think we're all frustrated because we
are trying to fix it. And the problens are that ADWis
extrenely conplex, it's very difficult to understand all the
nuances. And it's very disheartening to nme when we hear
that we have one ADW conpany that isn't in the position to
mar ket California, we have an ADW conpany that does a great
job of television, we have anot her ADW conpany that, you

know, only broadcasts their own tracks. W're all
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struggling to where we can try to do that.

COWM SSI ONER MOSS:  Yeah, this is the first sort
of few nonths we've actually really put a mcroscope on ADW

CHAI RMAN SHAPI ROC: | agree

COW SSI ONER MOSS:  And | think on that basis, |
mean, now we're on the so-called track to find out nore and
maybe nore educated suggestions on how we night be able to
i nprove things, you know. But on that basis, you know,
understanding that we're conmng up to the year and peopl e,
all these people need |icenses to continue, | would rmake a
notion, you can accept it or not, that we at |east give
t hese people the opportunity to continue. But in the course
of this next year really evaluate what we could do and make
our suggestions on how we can inprove the situation. But in
the neanti ne people have to have |icenses to operate.

CHAI RMAN SHAPIRO:  Well their licenses don't
expire until 12/31 and we're going to neet in November. |
was just hoping that we would be able to have nore
informati on and nore clarity before we -- nobody is in
jeopardy right now. And so that was the reason why | was
| ooking at it and saying well perhaps there will be nore
di scussions with all of the parties. That they m ght be
able to find a better franework to work and to enhance
racing. And that's why | thought that if we carried them

over to next nmonth for action that would be the better way
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COMW SSIONER HARRI'S: | think that's a good idea

because | just -- Once we grant the license they're going to

all go hone and forget about it and tal k about, well we'l

get together next week or next nonth or

next year or

something. But this industry likes to procrastinate and

think the only |l everage we've got is to

| i censes.

hol d up on these

COW SSIONER MOSS: It seens to ne dealing with

the other two ADWoproviders is a little
COW SSI ONER HARRI'S:  No, I'm
all of them
CHAl RMAN SHAPI RO:  No, no, no,
the other two.

COW SSI ONER MOSS: Wel | yeah

different than TVG

saying to hold up on

we did that with

all they have to do

is fill out their applications | suppose.

CHAI RMAN SHAPI RO No, they've done all that

COW SSI ONER MOSS:  Oh really,

okay.

CHAI RMAN SHAPI RO No, no, they have done al

t hat . | think that --

COW SSI ONER HARRI'S:  The others don't have

horsenen's agreenents either or any kind of agreenents.

COW SSI ONER MOSS:  Well | deal with, you know.

CHAI RMAN SHAPI RO No, no, they have all filled

out the applications. | think that they were all equally
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conpl ete or inconplete.

COW SSI ONER MOSS:  Then let nme make a notion and
let's go for it.

MS. CHRISTIAN. M. Chairman, could | just ask
then if the reason for not approving our license at this
time is because we do not have an agreenent with the
Thor oughbred Omers of California?

CHAI RVAN SHAPI RO:  No, that's not --

COW SSI ONER HARRI S:  You don't have any of the
tracks either.

MS. CHRI STIAN:  Yes we do and we've submitted it.
We have it with Los Alanitos, and which is what is required
under the statue.

COW SSI ONER AVMERMAN: Does it cause you any harm
to wait until next nonth?

MS. CHRISTIAN:  Well the reason | --

COW SSI ONER AMERMAN:  Does it?

M5. CHRISTIAN: The reason | ask is because it is
on the agenda, we prepared a presentation, we submtted a
conpl eted application. It seens to ne that unless there is
a particular reason why we wouldn't --

COWM SSI ONER AMERMAN:  That wasn't the question |
asked, however.

CHAI RVAN SHAPI RO. You know, what | would like to

do is | think we should deal with themall at the sane tine.
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COW SSI ONER AMERMAN: | agree with that totally.

CHAI RVAN SHAPI RO And for that reason | would
like to move that we all take nore tinme to digest, to review
the information, and that we come back next nonth and
consi der the approval of all three applications at that
tine.

CHAI RVAN BI ANCO.  Second.

CHAI RMAN SHAPIRO.  All in favor?

(Ayes)

CHAI RVMAN SHAPI RC:  Okay.

MR, JAMGOTCHI AN:. M. Shapiro, | have just a
couple of questions |I would Iike you to consider with regard
to this issue. First off, I don't knowif I'mjust m ssing
sonmething but it seens to me like TVG s nodel is to take
over the business of the other providers. It seens to ne
that their major focus is the future. And | think that the
| awyers over here, and | have a little litigation experience
(laughter), it seenms to nme that the counsel over here, and
I'd probably be doing the sane thing. |If they have the
| egislative ability to delay they're going to get nore tine
to take advantage of their providers, of the people that
they sell their signal to

The thing that | wonder about is, has anybody ever
analyzed TVG s contract to see if they aren't actually in

violation of their contract in sone manner? Because | don't
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know a | ot about this but my question is, what gives them
the right to assign the signal all around the United States
for other people to use? | don't know that they have that
right to do that because I am not conversant with this
contract and maybe sonebody that is should | ook at that.

But | think that if we have attorneys here that
are figuring out ways that you can't nmodify |laws that you
clearly have the ability to control, why is it that maybe
you don't get the | eadership that you need to determ ne
whet her they are in violation of it and maybe you can nake
this a level playing field. Because the only people that
are getting disadvantaged here are the owners.

And | agree with you that the owners need to get
some kind of help, obviously, because if not TVG won't need
to worry about it. They can do all the wonderfu
programm ng they want. This is not about programm ng, this
i s about handle and this is about fair revenue being
generated to the horsenen.

A coupl e of other comments. The other thing that
bot hers me when | sit up here as a business person, these
guys obviously are concerned about their bottomline. Wl
their bottomline can be created in a ot of different ways.
On-air advertising, services to their many mllions of
custoners. They have the ability to expand their profit

base tremendously. Mybe they don't have to do that because
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they' re maki ng so nuch noney and taki ng so nuch noney away
fromthe horsenen.

You ought to put it to all these people and say
| ook at, you need to be profitable. You need to figure out
ways to be profitable. And if your business nodel doesn't
work in California then maybe you go sonmewhere with your
busi ness nodel where it works. Wiy grant a license to
sonmebody whose business nodel is in direct conflict with the
state of California and the horse racing industry. Thank
you.

CHAI RMAN SHAPI RO Thank you.

(Commi ssi oner Moss exited the
meeting room)

VI CE CHAI RVAN MORETTI: There are clearly, there
are clearly problens with ADW it's new. But it's one of
those kinds of things that we're addressing the best that we
can, that next year the legislature has to address. But
frankly, and I'mnot trying to necessarily stand up for TVG
or any one conpany but they have done nore to advance the
cause of horse racing out there to the public than anyone,
any group has.

MR. JAMGOTCHI AN:  They're not economical. They're
not econoni cal .

VI CE CHAI RMAN MORETTI: That's not ny point. But

I"'mnot going to get into an argunent with you. | just
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wanted to nmake a point.

CHAI RMAN SHAPI RO:  You know, again as we concl ude
this. |1 amconcerned that | certainly don't want to | eave
the wong inpression. | think TVGis great. | nmean, | keep
telling you that, to the people at TVG |I'ma big fan of
TVG | do not want to see TVG go away, | don't want to see
it unprofitable. Al I"'mtrying to do is get TVG and Youbet
and XpressBet to find a way to get nore out of ADW wagering
for the benefit of horse racing. That is my only concern
about it.

I nmean, Tony, | think you do great stuff with all
the TV shows and everything else. You know, we're very
fortunate to have you involved. It's just the econom cs
that we're struggling with. So please don't |eave here with
the inmpression that -- | don't think anybody here is against
TVG because that's not the case, nor any of the other ones.
Yes sir.

MR, SOLOMON: Hi, Scott Sol onpbn, general counse
for Youbet. Before this itemclosed | wanted to make sure
that we got sonething on the record. W certainly |earned
sonmet hi ng today, that there are discussions between Magna
and TVG to share content that is being facilitated in sone
respects by nenbers of this conm ssion.

I know that our TVG contract is part of our

application. W would ask you to | ook at Section 1.15
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because | think some of you are aware of this issue but |
want to renmind you all that there is a provision in our
contract that states that if TVGis able to acquire access
to Magna content, even on a non-exclusive basis, that TVG
woul d have the right to charge us an exclusive license fee
of the 5.5 percent that they charge on their current
excl usi ve tracks.

So if you are trying to get the | evel playing
field and get the broadest distribution possible this is
al nost |ike a water ball oon where if you squeeze on one end
you may solve the problemone end but it creates a problem
an even bigger problemon the other end. So when you're
havi ng those conversations | would ask that you keep in m nd
that it's not just an issue between two ADW conpani es but
all three of us that are here today. Thank you.

CHAI RMAN SHAPI RO Thank you. And | apol ogi ze for
not calling you sooner

MR. CRI STOFANG: That's okay. M. Shapiro and
Board Menmbers. My nane is Albert Cristofano, | amthe
chai rperson for the Southern California Horse Racing Fans
Committee. And | would |ike to express our appreciation and
gratitude for your hard work in trying to keep this train on
the track. And with that | just have a couple of comments
germane to these di scussions.

First of all the good news is | don't have a
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contract and |I'mnot | ooking for a contract wi th anybody.
That being said, | do represent a segnent of the
st akehol ders, the fans. And our concern is of the end user
When Santa Anita is running in order to bet a race at Santa
Anita we have to have either XpressBet or Youbet and if we
want to bet Churchill Downs we have to have TVG

We are requesting that you exert all influences
with the parties to come together in order to make it
sinpler, easier and user friendly for the fans to be able to
use one ADW conpany to handle the races in California, al
the races in California. And that is nmy nain nessage and
request. That you consider this when you grant |icensing,
when the law is revised or reviewed at the sunset of 2007.
And with that | |eave you with ny best w shes and good | uck

CHAI RMAN SHAPI RO.  Thank you. Towards that end |
think that it is appropriate just to nake a statenent that
Commi ssi oner Amerman and | and the representatives of MEC
and M. Nathanson and M. Hi ndman of TVG did in fact neet, |
think it was a week ago.

And | think that everybody worked very hard and
was very forthconming to try and see if there is any way
possi bl e so that TVG woul d be able to show racing at Santa
Anita at Golden Gate. | think that analysis is still being
done. | think the horsenen were helping us try to figure

out the financial aspects of it. But everybody was very
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forthcom ng and very desirous of trying to nake that happen.
Is that a fair representation fromyour perspective?

MR. NATHANSON: Yes sir.

CHAI RVAN SHAPI RO Thank you. COkay, we are now on
to itemnunber 6. No, Item6 is the |ast of the ADWissues
and this deals with the itemthat has been carried on our
agenda fromthe beginning of the year. | think we covered a
ot of it in what we just had, the discussion we've had, so
I don't know. Do you have sonething that you wish to add to
it?

MR, COUTO | do. | think you have covered one
side of it and | think there is another side that needs to
be addressed. But before we do that I want to go back and
t hank you behal f of the TOC Board and behal f of owners.
Thank the entire board, and in particular the strategic
pl anni ng and dates conmittee for the work you did. | didn't
have a chance to get up and do that before.

You did that under an i mMmense anmount of pressure
fromplaces it shouldn't have occurred. You did it to the
rest of us with the best interests of the industry in mnd
and at heart and on behalf of the owners we thank all of you
for working so hard under the pressure to hopefully cone up
with sonmething that will work in 2007. W believe it wll
and that you did a great job.

Before | get into this issue | want to share with
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you the fact that you all nmade sone great comments about us
needing to work together. And I'lIl share that the other
night I had the pleasure of having dinner with the new CEO
for Churchill Downs and it's funny how sonebody else's
perspective can really be hel pful once in a while.

He said, he said, you know, you fol ks don't
realize how good you have it in California. And this is the
new CEO of Churchill Downs. He said, you don't realize how
good you have it in California. You're about to have
engi neered racing services and you're going to have them on
all your tracks, mmjor tracks, by the end of 2007.

You still have if not the best purses close to the
best purses in the country. You have great stakes races,
you have wonderful trainers and riders. You have plenty of
ent husi astic owners, you have great weather. And went
through a |ist of features about California racing that |
think we as an industry often overlook. And it was, it was
really a pleasure to have that conversation with sonmebody
with a different perspective on California racing.

So it helped, it helped ne and | think your words al so

hel ped us today to realize that, you know, there is rhetoric
in saying we are trying to work for the industry but I think
it's nore inportant to see that we actually all do work
together. We sit down before anyone | aunches initiatives

and nmakes certain that it works for the entire industry.
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And you have TOC' s commitnent. | can assure you that that
is the | anguage we intend to do busi ness and have i ntended
to do business, so we wll.
(Conmmi ssioner Harris exited
the neeting room)

Now | am going to try and kick through this.
You've all been here a long tinme. You're tired and so am|
Let me see if | can do this -- | amgoing to summarize the
di fference between TVG s view and TOC s vi ew about these
i ssues is one of strict application and interpretation. W
have sone di sputed ADWissues and we've opinions from
counsel here and they have shared opinions of |egislative
counsel who were arranged by the | obbyists for TVG at the
request of Senator Perata.

And really what TVG is suggesting is that you only
need to | ook at one statute to understand ADW You only
| ook at one statute and you strictly apply that and | don't
believe that's what the horse racing | aw requires.

So there are three issues. The three issues are,
does the Horse Racing Board -- and I'll work through this as
fast as | can. Does the Horse Raci ng Board have authority
to condition an ADWIicense? Does the Horse Racing Board
have authority to adm nister and establish procedures by
which California's horse racing | aws and regul ati ons shal

be applied and interpreted?
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Has TVG s failure to strictly conply with the
terms -- again we're tal king about strict application. Has
their failure to strictly conply with the terns -- The
gquestion is, has TVG s failure to strictly conply with the
terms of the Interstate Horse Racing Act rendered its
handling of interstate wagers in the state of California.

It's arguably -- you know, the question that you
have to ask is, is it nowillegal activity? |If you fail to
conply with the Interstate Horse Racing Act does that becone
illegal activity? Again I'll go through this very quickly,
you cited it. B&P Code 1940 says that the Horse Racing
Board has the power to condition any |license. And when you
have done that with regard to riders you have inposed
conditions that are nowhere in the rule books, nowhere in
the law. You have the power to do that.

And the Legislature, the entire Legislature gave
you this power. It is not being questioned by a single
legislator. But this is what the California Legislature
enpowered the Horse Racing Board to do and that is set
condition on any license. Again, you have regul atory
authority to do the sane thing under Rule 1485. you can
pl ace any condition on a license and that |icensee nust
strictly conply with that condition.

Do you have authority to administer and interpret

and apply the laws. Again we go to what the California

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

270
Legi sl ature enpowered this Board to do. You |ook at 19440
and it specifically says that you have responsibilities and
you have the power to adopt rules, to adm ni ster and enforce
not only those rules but the horse racing law. You can
adj udi cate any controversies arising fromthose laws. And
you can license any party to engage in this activity.

In fact, again, regulatory power under Rule 1400.
Any power not specifically defined in the rules and
regul ations are reserved to the Board. So if there is not a
specific provision that deals with the issue you have the
power to resolve it.

Now | am going to kick through this very quickly
because of the suggestion that you are limted to the exact
terms of B&P Code 19604. The California Suprenme Court in
Sandstromv. California Horse Racing Board stated that this
Board has plenary authority. What does that nmean? It neans
you have full, entire, conplete, absolute, perfect and
unqual i fied powers with regard to the regul ati on of horse
racing activity. Now what it said is your decisions can
only be reviewed to the extent of determ ning whether or not
your regulatory activity was reasonabl e.

In Sangster v. California Horse Racing Board the
Appel l ate Court | ooked at your ability to interpret and
apply the rules of law. And it said, the Agency's

construction of its own regulations and the | aws over which
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it sees are entitled to great weight unless clearly
erroneous or unauthorized. It further said that the purpose
of interpreting the law and your role is to pronote it --
sorry. \Wen interpreting a statute the objective is to
promote its purpose, render it reasonable and to avoid
absurd consequences.

VWhat we tal k about in 19604 and the ability of the
ADW providers to negotiate with the tracks the hub fee rates
we have to go back to 2002 when we all recognized that
Xpressbet was owned by MEC, which owned tracks with which it
was going to negotiate. TVG had given equity interest to
founding tracks, so it was again they were negotiating with
themsel ves. And this Board determ ned that in order to
avoid an absurd result of allow ng ADW conpani es to
negotiate with thensel ves you said, we're going to
procedure. And that procedure was, we have to have an
agreenent with the horsenen. And because of the business
| ogi ¢ of everyone involved that agreenent was used to set
the hub fees and has been used every year since.

Agai n | ooki ng at Sangster the Appellate Court said
that this Board has the authority to adjudicate
controversies arising fromthe application and
interpretation of the rules and |law. You have both a
| egi sl ative and rul e-maki ng function, you have an

adj udi catory judicial function. And the latter typically
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speci fic set of circumstances. That is what not only the
Legi sl ature enpowered this Board to do but the California
Suprenme Court and the Appellate Court confirmed that those
are the powers you have.

Okay, I'mgoing to try and wap up quickly.
Agai n, what TOC has been asserting throughout this is that
by virtue of the authority granted to the CHRB by the
Legi sl ature and confirmed by the judicial systemthe CHRB
has within its power unquestionably to condition ADW
licenses in the manner you deem reasonabl e and necessary.
You are again enpowered to interpret and adm ni ster and
apply the horse racing law and CHRB regul ations in a
reasonabl e manner as the Board deens appropriate and
necessary.

And | astly, you are enpowered to adjudicate the
hub fee dispute between TOC and TVG.  That's what the
California Legislature has given you specific authority to
do. TVG asserts that the CHRB nust construe and apply the
| aws and regul ati ons applying to ADWactivities very
strictly and very narromy. So this cones back to this
question. If we apply the law strictly and narrowWy as
suggested by TVG if we just |ook at 19604 and apply that
and say nothing el se matters, then that application and

interpretation nust apply to all law pertaining to TVG
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Last nmonth M. Hi ndnan enunerated three things
t hat he understood, that TVG understood was required for
their license. And he identified the third. He said, anopng
other qualifications in the application he said that you had
to comply with the Interstate Horse Racing Act. And he
says, that is what we understood then and understand now as
to our obligations to be. TVG understood that. Ms.
Christian got up and confirmed. She said, and as a result
the Interstate Horse Racing Act provisions do apply.

M. Hi ndman and Ms. Christian said that's the case.

In fact they have asserted that against TOC our
only rights are limted under the Interstate Horse Racing
Act. Well let's |look actually at what the Interstate Horse
Raci ng Act does say. It says, an interstate off-track
wager. That's basically an inported wager. May be accepted
only if consent is obtained fromfour parties, the host
raci ng associ ation, the host horsenen's association, the
host racing association (sic) and the off-track racing
conmi ssion. That neans -- Let's go through it.

O f-track racing comm ssion. Wen a race is
inmported into this state under the Interstate Horse Racing
Act TVG nust apply to you, nust seek the perm ssion of the
CHRB to inport that race. That is the specific requirenent
of the Interstate Horse Racing Act. And as | said, it is

defined. | think you have a provision there. |It's defined
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in the Interstate Horse Racing Act under Section 3011 and
3006. Those are the definitions. And again, an off-track
state neans a receiving state.

Under Section 3004(b), requires the off-track
betting office to obtain the approval of a currently
operating track within 60 mles of the off-track betting
office. Interpreted what that nmeans is that if they take a
wager within 60 mles of an operating track TVG under the
Interstate Horse Racing Act is required to have the specific
perm ssion and consent of that track

For exanple, in the winter when we had this issue
about TVG inporting with no agreenment with either MEC, Santa
Anita or Colden Gate or TOC, if you strictly apply the
| anguage of the Interstate Horse Racing Act, they not only
did not have the consent of the Board, they did not have the
perm ssion of a track running live at that tine.

The Interstate Horse Racing Act is the only | aw
that permts interstate wagering. |If you conduct, if you
accept an interstate wager in a nmanner other than that
permtted by federal law, permitted by this specific |aw
you are engaged in illegal wagering activity. Let nme say
that again. |If you inport and accept a wager in a manner
ot her than specifically authorized by federal |aw you are
engaged in illegal wagering activity. It is ny

understanding fromtalking to the NTRA and talking to the
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TRA and the Departnent of Justice that the Departnent of
Justice considers interstate wagering outside of the
Interstate Horse Racing Act to be a potential violation of
the Wre Act.

(Commi ssi oner Anerman exited

the neeting room)

I amnot trying to accuse TVG of illegal activity.
| amsinply saying if you interpret the statute strictly,
whet her you're tal ki ng about 19604 or the Interstate Horse
Racing Act, if you live by interpreting that strictly and
forgetting about all the other laws you end up with this
type of result.

Bef ore any ADW conpany is licensed in this state
we probably have to resolve these issues. 1Is it being done
properly under the Interstate Horse Racing Act? Because
unfortunately the state doesn't have the ability to
authorize interstate activity. That's exclusively the
provi nce of federal law and the federal |aw requires
conpliance with these statutes.

So before anyone is re-licensed, and | think as
qui ckly as possible given the activity that is going on, we
shoul d make a determ nation of whether or not the activity
is in fact |l egal because it hasn't conplied with the
speci fic provisions.

CHAI RVAN SHAPI RO Go ahead.
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VI CE CHAI RMAN MORETTI: Speaking for nyself, and
think there's only one. Are you an attorney? There is only
one attorney up here. | don't think that we're prepared to,
other than listen to what you're saying at the nonent, there
is certainly nothing that | am prepared personally to dea
with in this presentation.

MR, COUTO  Sure.

CHAI RMAN SHAPIRGC: | agree with that. And what |
woul d ask is that obviously what you're tal king about is
very concerning. And | would ask that you present this to
our Deputy Attorney General for himto review and provide
i nformati on to us back so that he can review this and report
back to us. Again, none of us wants to see, none of us
wants to see that any ADW conpany is not going to continue
in the state of California.

MR, COUTO  Correct.

CHAI RMAN SHAPIRO: Okay. | want to be really
clear on this. | want to keep TVG doi ng business in the
state of California. | want themto continue to service
every track. | want themto service nore tracks. | want to
enhance their business, okay. | want the same thing for
XpressBet, | want the same thing for Youbet, all right. So
I don't know where this is leading and if this is a concern
than we need to | ook at the concern.

This discussion is to be a discussion for the
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betterment of racing, not for the destruction of racing.

MR, COUTO  Correct.

CHAI RVAN SHAPI RO: And therefore | would ask that
-- well good, you've got thank you up there and that's kind
of what | was hoping was going to be up there. That we
could kind of do a little tine out here and say, okay. |
appreci ate your |egal argunents, nowis not the tinme for
| egal argunents. Let our attorney look at it and let us go
fromthere.

And in the meantine we all have to find a way.
Let's keep it at the level that you guys are talking. |
hope you'll continue talking and you'll cone back and say,
hey, you know what, we have an agreenent or we have a way to
hel p enhance ADWwagering. And if we can leave it at that |
would Iike to but I have a hunch that Ms. Christian is going
to want to say sonething.

MS. CHRI STIAN:  Well | would ask that we have just
a mnute to respond since the entity you have asked us to
have a conversation with has just in so nany words accused
us of commtting a federal crine. So, you know, | nean --

CHAI RMAN SHAPIRG:  |'m not sure --

M5. CHRISTIAN: To give you a little flavor, give
you a little flavor.

CHAI RMAN SHAPI RO |'m not sure you were accused

al one.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

278

MS. CHRISTIAN. So | think the Chairman had a very
good point with respect to trying to engage in conversations
for the betternent of California racing instead of finding
ways to drop nuclear bonbs to destroy it. And we will take
a look at -- | don't know what you would call it. The
| ecture that M. Couto just gave us and see what we think of
it. We'd be happy to talk to the Attorney CGeneral as wel
to see what we have by way of information.

But by and large what | want to stress again is
that, and | want to go back to the |egislative counse
opi nion, which is obviously the opinion of one | awers but
they are the lawers for the Legislature and I'm sure the
Attorney General will want to | ook at that too, that we have
to be careful about how we proceed. That we don't want to
act precipitously, we don't want to act in ways that nake
people feel that their only response is defensive. W want
to reach out. And to the degree that you have encouraged us
to do that M. Chairman, |I'm not saying that that's what you
have done. | amjust saying that the tal k about not
i censing people and stopping ADWand all of that that cones
fromsome --

CHAI RMAN SHAPIRGC: I f that is what you're com ng
away fromthis discussion with | don't know howto tell you
you're wong, other than --

MS. CHRI STIAN:  Not fromyou, M. Chair. |'mnot
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CHAI RMAN SHAPI RO  Okay. Then | don't think

you' ve heard it from anybody up here and we're the ones that

get to raise our hands, okay.

MS. CHRI STI AN Okay.

CHAI RMAN SHAPI RO: | have every desire and intent,

and | believe everybody sitting up here

does, is to give TVG

a license, is to give Youbet a license and it is to give

XpressBet a |icense. Okay? Go home and rel ax, not thinking

that sonmebody up here is trying to put TVG out of business

because that is sinply not the case. GCkay? what we're

| ooking for is how can we nake it better

for the fans, for

the tracks, for the horsenen and for you. That is all we

are trying to do. Okay?

MS. CHRI STI AN:  Okay, thank you very much and we

appreci ate that.

CHAI RMAN SHAPI RC: Thank you.

MR. HI NDMAN: Just for the record.

CHAI RMAN SHAPI RO: Yes?

MR. HI NDMAN:. We categorically deny comritting a

federal crime and believe that the accusations are absurd.

CHAI RMAN SHAPI RC: John, John

you know what. |

think that -- W got that, okay. We don't think you're, we

don't think you're trying to cormit a federal crine, okay.

MR, JAMGOTCHI AN:  Chai rman Shapiro, | actually
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agree with that statenent.

CHAI RVAN SHAPI RO: Wi ch statenent?

MR. JAMGOTCHI AN:  Your statenment telling TVG to
relax. | think that you should tell themto relax, but as
they're relaxi ng think about the creation of a business
nodel that works for themand for the horse owners and the
state of California horse racing. Because their business
nodel doesn't really consider that. |If they want to execute
a horsenen's agreenent | think that's a serious issue.

Wth regards to a couple of other things. It's
now i nteresting that | pop up, ask what naybe was a stupid
qguestion asking themto | ook at, asking sonmebody in staff to
| ook at that contract to find violations, then we find out
M. Couto has got violations of federal law. Well once
again |'mlooking at staff here and |I'm saying to nyself,
what is staff doing? |If the TOC has to cone up here to tel
staff what the violations are | don't believe that CHRB
staff is doing their job.

Additionally, the Board took a position with poly-
track. Now | even agree that poly-track is a great
opportunity for California horse racing. This is another
good thing that you brought forward as a Board. This is a
great opportunity to rewite this law. To get it right. To
put all of these providers in a position of getting

direction on a nodel that works.
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These guys are going to litigate you guys,
obvi ously, because that's their plan. Get the |aw continued
for another year or two, make a little bit nore noney. But
you guys aren't doing anything to force themto get their
nodel to work. So why don't you ask themto relax but rel ax
them have themrelax but work on a nodel that works for
California horse racing.

CHAI RMAN SHAPI RO:  Thank you, M. Jangotchi an.
Okay, thank you. All right, that's enough of ADW please.
We are now going to deal with -- all right, we are now goi ng
to junmp to item nunber 14. Okay, item nunber 14 is -- thank
you, Jackie.

STAFF SERVI CES MANAGER | WAGNER: Jacki e Wagner,
CHRB staff. As you recall the Board recently reviewed the
i ssue of uncoupling horses and in doing so experinments were
conducted initially involving the thoroughbred racetracks at
Hol | ywood Park and at Bay Meadows.

CHAI RMAN SHAPI RO  Can we please have it quiet, we
can't hear a thing up here. | know everyone wants to | eave
but can you | eave quietly.

STAFF SERVI CES MANAGER | WAGNER: At the June
nmeeting of the Board the experiment was expanded to include
the Los Alamtos quarter horse neeting. And at that tine
al so a proposal was inplenented to repeal Rule 1606. W

noti ced that proposal
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At the August 2006 Board neeting the Board heard
the report from Holl ywood Park and Bay Meadows regardi ng
their experience with the temporary suspension of Rule 1606
and in addition Los Alamtos subnmtted a witten report. At
the close of the discussion it was represented from Los
Al amitos that their experience with the suspension of Rule
1606 was a success and wagering had increased by a
signi ficant amount and at that tine they urged the Board to
continue the experinment. However the report, as was
reported in the transcript, was not acted upon and the Board
subsequently voted to discontinue the experinment and to keep
Rul e 1606 on the books.

Los Al am tos has cone before the Board and they
are now requesting that the Board reconsi der exenpting
quarter horse races fromthe uncoupling requirenents of Rule
1606. And | believe the representatives are here.

CHAI RVAN SHAPI RO Okay, thank you.

DR. ALLRED: | amalnost afraid to do this, it's
been such a |long day for everybody and hopefully this won't
take very | ong.

CHAI RMAN SHAPI RO Were you here all day?

DR. ALLRED: Mre than a couple mnutes. Ed
Allred, Los Alamtos, M. Chairman. This began, Chairman
Shapiro knows, and M. Stronach, knows, kind of at the

request of your fornmer Comm ssioner John Sperry who runs
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horses at Los Alanitos. And he nmade the point, and a good
one | believe, that we don't have rabbits in quarter horse
racing and we don't have really quite the sane strategic
probl enms that they have in thoroughbred racing.

In addition 1'd like to point out sonething that
happened just a nonth ago in a $250,000 race with fillies
and mares. We had a two horse entry. One of them would
have been 50 or 60 to 1, the other one was the second
| eadi ng contender and the entry went off at 3 to 1
Unfortunately that was being bet on flipped in the gate,
which is a nmore common problemin our racing than others
because the horses are prinmed to run out of the gate so fast
and was scratched. | don't believe that very many of the
public really knew that. It went up to 6 or 7 to 1 but npst
people didn't get their noney back and they basically wasted
their noney and that's a bad situation

We think it works very well for us. W have a | ot
of things going on nowin the way of syndicates owning -- |
have formed two of themnyself. | have 20 people in one of
themand 10 in another. Mbst of themare |icensed owners.
They may have -- It nakes it very difficult to have all 20
of those people or 10 of those people as the case may be and
not have potential nultiple entries, multiple nutual
entries. |In addition to that the horse shortage is such

that it just nmakes our life a whole | ot easier and | think
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it has no, no bad effects at all. And | request
respectfully your consideration of this.

CHAI RMAN SHAPI RO Thank you.

MR. SCHI FFER: CGood afternoon Menbers of the
Board. Dan Schiffer for the Pacific Coast Quarter Horse
Raci ng Associ ation. W al so endorse the continuation of
this non-coupling rule for the sane reasons stated by
Dr. Allred.

CHAI RMAN SHAPI RO |s there anybody else? |If
there isn't --

VI CE CHAI RMAN MORETTI: For the quarter horses |

have no problem | would nake a notion to --
CHAI RMAN SHAPIRG: | have no problemw th it
ei t her.
COW SSI ONER AMERMAN: | certainly don't have a

problemwith it. The quarter horse industry is such a
different thing fromthe thoroughbred industry.

CHAI RMAN SHAPIRO: | agree. | personally don't
have a problemwith it.

COW SSI ONER BI ANCO: | don't have a probl em and
"1l make a notion.

CHAI RMAN SHAPI RC: What | don't know is
procedurally how we can do that? Do you have a problemwth
it, Conmi ssioner Bianco?

COW SSI ONER BIANCO:  No. | said that | would
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make a nmotion that we allowit.
CHAI RVAN SHAPI RO:  Okay.
VI CE CHAI RMAN MORETTI: | would second it.
EXECUTI VE DI RECTOR FERM N:  What we could do is
waive it and then start the rule process, would be the
proper way.

DEPUTY ATTORNEY GENERAL KNI GHT: It's a waiver of

rule.

CHAI RVAN SHAPI RO:  So how do we -- so we have to
make a --

DEPUTY ATTORNEY GENERAL KNI GHT: It's a tenporary
wai ver .

CHAI RMAN SHAPI RO  Okay, so we nmake a notion to
tenporarily waive the rule.

DEPUTY ATTORNEY GENERAL KNI GHT: Specify a tinme
limt is what you should do.

CHAI RVAN SHAPI RO:  Well we need to do it -- So how
long will it take us to get the rule done?

STAFF SERVI CES MANAGER | WAGNER: It would be the
regul ar -- Jackie Wagner, CHRB staff. It would be the
regul ar rul e-maki ng process. we would have to initiate the
45 day comment period, go through that public coment
period, bring the rule back to the Board for formal
adoption. So we're tal king 45 days. And then we have the

heari ng and then we have another 30 days. Probably three
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nmont hs.

CHAI RVAN SHAPI RO:  So can we waive it for 120
days?

DEPUTY ATTORNEY GENERAL KNI GHT: Pendi ng adoption
of the regul ation.

CHAI RMAN SHAPI RO Fine then. Wy don't we do it
pendi ng adoption and that way you guys can start right away.
MR. SCHI FFER: Thank you, M. Chairman.

CHAI RVMAN SHAPI RO There's a notion.

VI CE CHAI RMAN MORETTI: Second.

COW SSI ONER BI ANCO: | nade a notion, yes sir.

CHAI RMAN SHAPIRO.  All in favor?

(Ayes)

There you go.

MR, SCHI FFER: Thank you sir.

DR. ALLRED: Thank you.

CHAI RMAN SHAPI RO You waited all day for that.
Sorry. Sorry about that.

MR, BLOENIG Now he's got to go back to Los Al
anot her three hours.

CHAI RMAN SHAPI RO:  The last thing that we're going
to do on the agenda is general business. |s there any
general business to cone before the Board? O d business, we
have ol d business, |I'msorry.

VI CE CHAI RMAN MORETTI: | just want to nake a
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comment clarifying a point that | was trying to nmeke earlier
inregard to the dates issue. And | believe that some of ny
words were taken inadvertently not in the way that they were
meant and | nmmy not have communi cated well. | had no
problemwi th the Holl ywood Park | obbying teamitself, they
did a great job actually. They were very effective, which
is why we got very frustrated.

And my frustrations come fromthe fact that even
though | don't agree with the issues or perhaps sone of the
tactics that were enployed, the fact that the industry, al
of the people don't cone together and fight each other in
Sacramento is what was driving me crazy. That's why | was
trying to give those expl anati ons about other industries
that | have worked with where they have an association in
Sacranento that works for the good of the industry.

So | just want to clarify that it was not a
personal attack against any one or two or ten people in
particul ar. Ckay.

CHAI RMAN SHAPI RO Thank you. Any genera
busi ness? M. Jangotchi an?

MR, JAMGOTCHI AN: M. Shapiro and nenbers of the
Board. You know, | was just going to ask that question, how
that would help horse racing if you weren't going to grant
dates but thank you for clarifying that.

I"'mup here in an interesting position. This
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norni ng the LA Superior Court granted me $18,000 in fees
fromthe California Horse Racing Board. And | ama little
concerned on, nunber one, why it happened, and nunber two,
the collection of the noney. This --

CHAI RMAN SHAPI RO.  Okay, M. Jangotchian, we
cannot discuss this. You know --

MR JAMCGOTCHI AN: It's over, the case is over.

CHAI RMAN SHAPI RO No, no. M. Jangotchian, we
have gone through this.

MR. JAMCOTCHI AN:  The case is over. The case is
over.

CHAI RVAN SHAPI RO:  We are still -- W are not
allowed to tal k about litigation and particularly with a
party that is a litigant, okay.

MR. JAMCOTCHI AN First off, first off --

CHAI RMAN SHAPI RO W are sinply -- Qur counsel is
telling us that we cannot talk to you. W are represented
by counsel. Your counsel needs to talk to our counsel

MR, JAMGOTCHI AN:  You know what, M. Shapiro, | am
going to let you with that suggestion

CHAI RMAN SHAPI RO.  Thank you.

MR, JAMGOTCHI AN:  But I'mtelling you that your
position is ridiculous. The case has been adjudicated fully
and the basis of that will be read in the newspaper. So you

can read about it in the newspaper. You have a copy of the
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ruling. M question is, the California Horse Racing Board
owes nme $23,000 so | need -- $21, 000.

VI CE CHAI RMAN MORETTI: W can't talk to you about

CHAI RVAN SHAPI RO.  We cannot talk to you.

MR. JAMCOTCHI AN:  That's fine. That's fine.

CHAI RMAN SHAPI RO:  Qur attorney is advising us
that we cannot talk to you about that, okay.

MR, JAMGOTCHI AN: | just wanted to put it in the
record.

CHAI RMAN SHAPI RO So do you have anything el se
you need to tal k about?

MR. JAMGOTCHI AN: | have a couple other things I
can talk about. Additionally, once again | bring this up at
the |l ast couple of neetings and based upon the letter that |
read to you with regard to the fiscal crisis at the CHRB. |
just want to get a definition or a reason why we have an
office in San Diego. Can sonebody tell me why? Shoul dn't
we have an adm nistrator in Sacranento where the office is
to prudently and judiciously run the business of horse
racing in California? Do you support an office in San
Di ego, M. Shapiro?

CHAI RVAN SHAPI RO. M. Jangotchian, this is for
you to nmake comments. |'mnot going to answer your

questi on.
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MR. JAMGOTCHI AN:  Fine. M coment is, why waste
the noney for an office, a satellite office, when the CHRB
shoul d be run by sonebody in Sacramento. That's the reason
why we have the issues with ADWand everything el se because
there's no | eadership in horse racing. And that is the
reason why we have bad agreenents, we have bad purses, we
have problens that are continually taking this industry
down. So | recomrend that we close the office in San Di ego
and have it noved, and have it retained and in ful
operation in Sacranento.

Additionally one | ast thing by one of your astute
senior stewards. | was cursed at. | filed a conplaint.
Ms. Fermin has that.

CHAI RMAN SHAPI RO.  Again, you filed a conplaint on

that. That matter is under investigation

MR, JAMGOTCHIAN: |'mjust bringing it up to the
Boar d.

CHAI RVMAN SHAPI RO: We cannot hear it.

MR, JAMGOTCHI AN:  Just bringing it up

CHAI RMAN SHAPI RO M. Jangotchian, we can't hear
it.

MR. JAMGOTCHI AN:  Fine. wth regards to -- You'l
be hearing about it though, M. Shapiro, | can assure you.

And then | have -- Well you now what, that's enough for

today. Thanks so nuch.
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CHAI RMAN SHAPI RO:  Thank you. This neeting is
adj ourned. Thank you for your patience.
DEPUTY ATTORNEY GENERAL KNI GHT: Cl osed Session?
Are you going to do --

--000- -
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	PROCEEDINGS 
	EXECUTIVE DIRECTOR FERMIN: We are going to start the meeting. We are not going to start with closed session this time. We are going to go right into the meeting so if we could please have everyone sit down. Ladies and gentlemen, will the meeting please come to order. This is a regular meeting of the California Horse Racing Board on Thursday, October 26, 2006, at Arcadia City Hall, 240 West Huntington Drive in Arcadia, California. 
	Present at today's meeting are Chairman Richard Shapiro, Vice Chairman Marie Moretti, Commissioner John Amerman, Commissioner John Andreini, Commissioner William Bianco, Commissioner John Harris, and Commissioner Jerry Moss. 
	We will not be going into the executive or closed session first.  We have decided that we are going to handle that after the meeting. So I would just like to remind everyone that we would like to have you be sure to state your name clearly for the record and also if you have business cards it is always helpful that you submit those. And I'd like to turn it over to Chairman Shapiro. 
	CHAIRPERSON SHAPIRO: Good morning, everybody. We obviously have a pretty full agenda today and therefore I am going to try to move the meeting along as quickly as possible.  There are two items that will not be heard on the
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	agenda today. And for the record those items are the withdrawal of the safety vest item, which is number 11, it will not be heard, and also number 15. The discussion on the code of ethics we are going to defer to another, a later meeting. Otherwise we will try to get through this agenda. 
	The Board invites comments from the public about items on its agenda. It also invites public comment about items not on the agenda that are related to horse racing during the open comment period. 
	In order to assure that each individual who wishes to comment will have an adequate opportunity to do so, and also to assure that the meeting as a whole will be completed in a timely manner so that the individuals wishing to comment on multiple matters will not be required to stay for an unreasonable length of time I will strictly enforce the five-minute time limit for each person wishing to speak on any agenda item. The goal of this rule is to assure that each person's right to make their views known is no
	In order to expedite the comment process there is a public comment sign-in sheet or cards for each agenda item on which public comment will be taken, as well as a sheet for comment about anything, or cards, related to horse racing that is not on the agenda. The sheets are located -
	-

	ASSISTANT CHIEF OF ADMINISTRATION VOSS: Right
	     PETERS SHORTHAND REPORTING CORPORATION  (916) 362-2345 
	here. 
	CHAIRMAN SHAPIRO:  At the podium. Thank you, Wendy. 
	After the initial statements from staff and interested parties I will ask for public comment. When I call your name please come to the podium to speak. I will let you know when your time has commenced, when there is one minute left and when your time is up. When your time is up, you will be expected to return to your seat so that I may call the next person waiting to the podium. 
	When all the names have been called, I will ask if anyone else has a comment on the agenda item who has not already spoken. At that point, the Board will not take any further comment on any item unless the Board has specific questions it wishes addressed. 
	In the interest of time and fairness to those wishing to speak repetitive statements are not desirable. Thus if a particular point has previously been made, please simply state that you agree with the prior speaker. Further, statements that are off the point of the agenda item or which address another agenda item will not be permitted. 
	If the time is up, I will ask the speaker to please take his or her seat. If it appears that the speaker is repeating what has previously been stated I will ask the
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	speaker if he or she has any additional comments to make. If not, I will ask the speaker to allow the next speaker to come to the podium, irrespective of the time remaining, unless a Board member indicates that he or she still wishes to hear from the individual. 
	If it appears that a speaker is not speaking to the agenda item or speaking to another agenda item I will ask that the speaker please return to his or her seat and address his or her comments at the appropriate time, either on the specific item or at public comment. 
	Having said that I now will move to item number one on our agenda, which is the minutes of the regular meeting of September 20, 2006. I ask if there are any comments from any members of the Board, any changes? If not then I am going to entertain a motion to approve them. 
	COMMISSIONER AMERMAN: So moved.
	 CHAIRPERSON SHAPIRO: It's moved. Is there a second? 
	COMMISSIONER BIANCO: Second. 
	CHAIRPERSON SHAPIRO: Second. All in favor? 
	(Ayes) 
	CHAIRPERSON SHAPIRO: They are approved. 
	Item number 2 on the agenda. This is a report by representatives of Magna Entertainment Corp. on proposed plans and improvements of its California owned racetracks.
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	 5
	 5
	 5
	 6

	 1 
	 1 
	Is somebody here from Magna? 
	I guess not. 
	There he is.
	 1 
	business. 
	There is a new generation of Californians and

	 2 
	 2 
	MR. CHARLES: 
	Thank you. 
	Ron Charles, MEC. 
	Today
	 2 
	people around the country that now visit the farmers market

	 3 
	 3 
	we, we have been asked and are proud to present Rick Caruso
	 3 
	and a new life has been breathed into it, which we are very

	 4 
	 4 
	with the project that he is working on, the Shops at Santa 
	 4 
	proud of. 
	Many of the people that have businesses in the 

	TR
	Anita, and so I'd like to introduce Rick Caruso.
	old market have been there since the '30s in the same family

	 6 
	 6 
	MR. CARUSO: 
	Thank you. 
	Good morning,
	 6 
	so they have seen the success; they also saw the decline.

	 7 
	 7 
	Commissioners, and thank you for the time this morning.  
	I
	 7 
	What Mr. Stronach said to me is he wants to do the

	 8 
	 8 
	am going to try to make a brief presentation on what our
	 8 
	same thing for his tracks, in particular Santa Anita.  
	It is

	 9 
	 9 
	plans are for the Santa Anita Racetrack called the Shops at 
	 9 
	to breathe this new life and expand the stay in the 

	TR
	Santa Anita. 
	And to give you just a two second background, 
	racetrack, which will enhance the revenues, enhance the 

	11
	11
	 this project started about four years ago when Frank 
	11 
	wagering, enhance the handles that go on in the track. 

	12 
	12 
	Stronach gave me a call after he had seen a project that we 
	12 
	And so with that in mind that has been the guiding 

	13 
	13 
	had recently completed called The Grove. 
	13 
	light. 
	It is to build a project that would complement the 

	14 
	14 
	And I think in addition to the fact that he was 
	14 
	track, support new business into the track and extend the 

	TR
	impressed with the architecture and the layout he was most 
	stay at the track, which obviously would extend the amount 

	16 
	16 
	impressed and taken with what it had done for the original 
	16  
	of dollars flowing to the track, to the breeders, to the 

	17 
	17 
	farmers market. 
	If you have been there, it was built in the 
	17 
	owners, to the trainers and extending enjoyment to the 

	18 
	18 
	'30s on the corner of Fairfax and Third. 
	At the time the 
	18 
	public. 

	19  
	19  
	farmers market, albeit a great place, had declined 
	19 
	So with that let me take you quickly through who 

	TR
	substantially in revenue and declined substantially in 
	we are because I think it's a little bit important. 
	We are 

	21 
	21 
	customers. 
	The customer profile had changed. 
	The new 
	21 
	nationally recognized as being an industry leader in outdoor 

	22 
	22 
	generation was not visiting the old farmers market and the 
	22 
	centers of properties such as The Grove. 
	We have a company 

	23 
	23 
	retailers and the vendors in the old market were financially 
	23 
	that is privately owned. 
	I tell you that because I think 

	24 
	24 
	struggling. 
	24 
	it's important from the standpoint our decision-making 

	TR
	Today the market is up over 200 percent in
	process is very quick. 
	At the end of the day it begins and

	TR
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	ends with me. I don't have any outside partners or investors. But Magna will be a partner in this project the way it is structured. 
	We focus on unique retailers. We are more upscale in what we do. We focus on flagship stores.  If you come to our properties many of the stores are unique. We propose the same thing out here for Santa Anita. A good example is American Girl Place at The Grove, is one of three in the world and it will be the only one on the west coast. And we'll be opening a Barney's Co-op, which will be a first in the area at the beginning of the year. 
	In terms of performance, which is important how it relates to the track and how our properties do, compared against the national REITS, the publicly traded companies which are all the indoor malls, our average expenditure in our property is nearly double that of an enclosed regional mall. Our sales per square foot are 75 percent higher than industry averages. And the important part also is that our average length of stay at our properties is three times that of a conventional shopping center. 
	That's important because, again, the whole notion and idea behind this property is to extend the stay of the guest at the track on the property and also so the guest at the track can go between the track and shopping and dining and back to the track again. And allow not only the guest
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	but the family to enjoy and discover the beauty of racing.
	 Each one of our properties reflects the fact that we listen to the community and we respond to it. What's important is we build places that are safe. This is a project we did out in Calabasas. We believe they are all beautiful. They are well-maintained.  They have a sense of community. They become the downtowns for local communities in many of these areas and they are places where people want to visit and bring their family and friends.
	 I'll show you a little bit about what we have done just in the event you haven't been to one of our properties. This is The Grove. It is a very unique property in the heart of Los Angeles. This actually pulls from about 78 zip codes, which is actually unheard of in the retail business. This property will have about 20 million visitors this year. This is a place that used to be an empty parking lot five years ago. That's more than what Disneyland has; Disneyland has about 13 million visiting it. It is now r
	The Commons in Calabasas was built about seven or eight years ago. I think it is fair to say it has been or has become the downtown for that area. It also has created a nexus to their old town, which was important for the city
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	to make sure the old town of Calabasas was enhanced. And again, it has been a very successful property. 
	The Promenade at Westlake, the same thing in the Thousand Oaks area. It literally is their downtown. We now have three projects in Thousand Oaks because of the success of this. And our other one out there is The Lakes, which is next to the Civic Arts Center. 
	All of these properties have a common theme, that we want to attract people on the property for no other reason than to hang out and be our guest.  Here the city gave us the challenge at The Lakes to build this series of small lakes and have one during the winter months turn into an ice skating rink, which it does. And last year for the first year when we had ice skating during the holidays we had 20,000 people come out and enjoy the ice skating rink. 
	So again, what we are trying to do with Santa Anita, similar to these, is build beautiful properties that attract families. Because one of the things we want to hear are families and kids saying, let's go to Santa Anita. And the mom or the dad can enjoy the racing, the kids can come in and see the beauty of the horses, and also the mom can take the kids and then go shopping or the dad can take the kids and go grab a bite and go shopping. It extends the stay and makes it a family event. 
	The Waterside at Marina Del Rey. We reopened an
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	old center that we redid and reopened about a year ago down in the Marina and it has become very successful. And the Americana Grand, which is in Glendale, now under construction after a somewhat lengthy battle with our neighbors that owned the mall, similar to what is occurring out here, unfortunately, with Westfield with their mall. But we were able to gain all of our entitlements and significant amount of community support. And certainly the local fathers, council members' support, and we'll be opening t
	The shops at Santa Anita. Let me give you a little bit of a snapshot.  You know the property well. One of the most beautiful and majestic pieces of property in Southern California. Highly under-utilized parking lot for most of the year. And the area around and in front of the track is currently zoned for commercial development to allow about 1.1 million square feet. 
	There is a legitimate concern about the viability of the track by the residents of Arcadia. They love their track and they want to see the track stay. Even though many of them may not go to the track today they love the architecture, they love the history. And given a good reason to come back they would. Next slide, please. 
	The project today is about 825,000 square feet.  A little bit larger than The Grove, about half the size of the
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	mall next door, to put it in perspective.  It is all outdoor. It will have a series of great boutiques and shops and restaurants. It covers about 60 acres to the south of the track, in front of the track. 
	Twenty-four of those acres are going to be dedicated to open space, including about three and a half acres of a great water feature that is surrounded by a boardwalk and restaurants that you'll actually be able to dine on the water feature. Then there is a series of lushly landscaped parks, promenades and plazas.  We also are including about 10,000 square feet of a community performing arts center. We want to make it a community space. We want to make it a great space for the community to enjoy.
	 And we are going to dedicate 22,000 square feet of office space for the Arcadia School District because it is important for us to support Arcadia High School and the school district. By moving their office off the campus they are going to be allowed to build more classrooms since they are short of land. 
	The parking, the current parking at the track is about 15,500 stalls. Santa Anita Park after the project will have 14,500 stalls. The shops will use about 4,000 of those stalls for the retail guests. This is well above industry standards. What we do know is that a majority of the guests that come to shop and dine and hang out will also
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	be going to the track back and forth.  And we certainly thought the design will encourage that. 
	This is an aerial, obviously, that shows the track. You see the existing mall in the bottom left hand corner and you see the parking field adjacent to that where the Shops at Santa Anita are proposed to be built. The site plan, and hopefully you have hard copies if you can't see this. What it does it literally connects the project to the paddock area. The paddock area, in my opinion, is one of the most beautiful areas that is not seen by the majority of Southern Californians. And between the paddock and the
	So we are building a new park adjacent to the paddock, relocating the saddling barns back to their original, historic location, which was to the other side of the fountain, as you can see on the little red dot up there. Which will allow the new park and the paddock area to be opened on non-race days so people can enjoy and traverse it. During race days it will be gated and protected but you will still be able to see the horses parade out and the grandeur of the racing. And we want to do that because we want
	Down the middle, similar to The Grove in terms of
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	concept, will be what looks and feels like a real street. It will have the authenticity of a street that was built around the same time of the track in the '30s but it will not carry any cars. It will just be for pedestrians because we like keeping cars and people separate.  And then along that will be a series of great shops and restaurants, a movie theater. 
	And it will terminate with the water feature at the end with restaurants around the water feature and a boardwalk so people can go for walks. And then to the south of that will be a large lawned area softening down the look of the asphalt, taking away the asphalt, but still being allowed to be used as overflow parking for heavy days. Next slide, please. 
	This is the current view looking west. This is looking towards the existing mall over the parking field. And if permitted by the City of Arcadia to build this project that will be the view. Overlooking the Boardwalk, the water feature, the shops and a restaurant in the distance. It will be one of the most spectacular and unique retail properties, certainly in the United States. This is the view looking north to the track. And this is the view of the new street looking down.  You see the track in the distanc
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	street. 
	And this is the view looking towards the northwest towards Clocker's Corner. And once built this will be the view over the new expanded park adjacent to the paddock. The movie theater that lets out onto that park surrounded by restaurants. And again, the whole idea is creating this nexus for people to be able to logically feel connected to the track. And this is the view, again, towards the paddock area. 
	And once built this will be a second floor dining patio with two-level restaurants similar to what we did at The Grove. We have found them to be very successful. People enjoy dining outside. They enjoy dining on a raised terrace looking down over the expanded park, the paddock and the grandstand in the distance. 
	How will this impact Santa Anita? In many great ways. Santa Anita, obviously, is rich in heritage and history. It is a regional attraction. It is an icon of the racing industry. And we want to take advantage of all that history and frankly celebrate it on an ongoing basis from design and through marketing and operations. 
	They will be designed, the shops will be designed to complement the track and its historical significance. We promise, based on our experience of all of our properties, to have a broader, younger audience who is going to
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	rediscover the track. 
	My personal experience is bringing my wife and my four kids out to the track. They had never been out there, my wife hadn't been out there. And frankly, on the way out there she was questioning the wisdom of spending a Saturday going out to the track. 
	And when we got there we sat in Front Runners and were dining and the kids were excited to see the horses. They were excited to see the grandeur of the racing. We spent about three hours there and my wife said, you know, this is great. If the shops were outside I could go shopping. You could hang with the kids. I would have free time. I could come back, pick up the kids. 
	And the whole idea of all of our properties is to give a reason for people to stay. When you come to The Grove or The Commons or The Promenade or any of our properties it is so pleasant to be there. The one commodity we are trying to give people that they can't buy is time. It's to slow it down a little bit. Go back to a better year where there was a graciousness to your day. And that's the beauty of having this project here. It's going to give them the day, and we think also the weekend to enjoy this beaut
	And we will create, together with the track and with Magna, a very exciting destination that will enhance
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	shopping and enhance the horse racing experience for the guest. And now we're stuck. There we go. Well, if we can just stick with this. 
	One of the things that is raised and we feel very strongly about is the ancillary benefit and the spill over benefit that our properties have to the surrounding areas. Now when you take a look at The Grove, if you know the area, a very dense area.  Third Street, which is running to the south of The Grove is a little known street, frankly in disrepair when The Grove opened. 
	When we studied the sales tax receipts from the City of Los Angeles since the opening of The Grove, but not including The Grove itself, the surrounding streets had increased their sales tax receipts by 66 percent. That's huge. So what it says is that the project is not only bringing additional business but there is a spill over effect. That spill over effect in this case is not only going to go to our good friends that own the mall but it is also going to go into the track, which we know will have a very po
	I talked about the draw that our properties have up to 78 zip codes.  The rediscovering of the area that's been forgotten about and the vibrancy that it is going to bring back to racing in a very elegant and classy way. 
	Now what I want to show quickly and then I am
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	 done, as I am obviously aware of the agenda you have and your time constraints. We did a little fly-through.  We built a model so you can see if the project was built the experience and how it lines up to the track. And then certainly if there's any questions I'm more than happy to answer them. 
	One thing I'll tell you just to give you a quick update.  As of Monday we issued our draft EIR, that is out for circulation. Our schedule is to be in front of the Arcadia City Council in March. Then we hope for approval in March. And assuming that that's the end of the process, unless Westfield intercedes with lawsuits, we will be under construction within about eight months from March.  And with that here is the fly-through and I'll open it up to questions. 
	So I'll just sort of narrate. You can -Obviously the paddock and the grandstand as we're pulling back.  The new park and additional water feature. We have been asked to put a trolley in this project similar to what we have at the Grove. We have agreed to do that. It's one of the things the community has wanted.
	-

	 Everything in our properties are real materials, real brick, real stone, real limestone, real granite pavers. There is nothing synthetic or phoney. Mature landscaping from day one when it opens.  It is important to have this
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	feel real. We spend an enormous amount of time and energy and money on the details to make it feel that way. 
	Because we want to touch every sense that you have. That what you see, what you feel, what you touch, frankly what you smell, the fragrance of the trees and the planting and the gardens that are throughout the property. 
	And again done in a way that is very safe, very pleasant and very family oriented. A shot of a little bit of the edge of the water feature, the Boardwalk and some of the shops along the water feature.  And again going back down the main street that connects to the paddock and the grandstands. 
	All the buildings are either one or two stories. They're designed to keep the views that are important to the city and their residents to the grandstands and completely staged within the underlying entitlements of the property. 
	It will probably take about two years to build the property once we start construction. The majority of the parking will be in a parking structure that will be computerized similar to what we've done at the Grove, very customer friendly and we will have all the services and the programming similar to what we do in all of our properties in terms of jazz concerts, amenities and all the things that provide it to be a community space. 
	And with that I want to thank you for the
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	opportunity to address you. And I appreciate your time. If you have any questions I'd be happy to answer them. 
	CHAIRMAN SHAPIRO: Thank you very much. We're all of us in southern California I think we're probably very familiar with your properties. I have to tell you I live out in Calabasas and we lived at your property. I would like to get a parking space though.
	 MR. CARUSO: Yeah, -
	-

	CHAIRMAN SHAPIRO: Seriously, it's a wonderful project. You do incredible work. And if anybody has not been to the Grove or Commons or the Promenade they should go. Because the workmanship is amazing that you do and it's very appreciated. I do have a couple of questions however. 
	And those concerning that would be how will this project affect the barn area? And how will it also, I'd like to better understand the parking.  My concern about this is how many parking places are there now at Santa Anita? How many will be left for racetrack customers? And what is happening at the barn area? Is the barn area being affected by this project? 
	MR. CARUSO:  The barn area is not being affected by the project. And I should probably turn over anything that has to deal with the barn area to you, Frank or Ron. So we're not involved with that. 
	CHAIRMAN SHAPIRO: Great.
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	MR. CARUSO: In terms of the parking, there's currently 15,500 stalls on the property today. Obviously a significant amount are unused. Once the project is built there will be 14,500. About 4,000 of those will be used for retail. Okay, I'm sorry the 4,000 will be in addition to that. So the net loss to the track is a thousand. 
	What that does not take into account is that we believe that the shared use between the consumer going to shops and then going to the track, there's going to be many, many multiple trips of the same people going to both. 
	So actually from a trip standpoint or a parking count standpoint we think the parking is going to be more efficient and better. And the retail parking is in the parking structure that will be built adjacent to the shops. 
	So the track Magna Santa Anita management had been very, very clear on their needs to the operation of the track and to make sure there is adequate parking.  And we have designed the project around that. Bryan did I miss anything? So 18,500 total. 
	CHAIRMAN SHAPIRO: So there will be 18,500 parking spaces in total. Of which you're estimating 4,000 of those will be retail spaces related to the shops. 
	MR. CARUSO: Right.
	 CHAIRMAN SHAPIRO: And the balance will be available to the racetrack for use on big days. We all
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	agree that you know today you don't need them. But if it's Big Cap Day or it's one of the Derby Day that's when there will be a concern that we would have enough parking so that we can get the, the racetrack can accommodate the big crowds. 
	COMMISSIONER HARRIS: I think one issue too is, I'm not sure how many currently there is a lot of unused parking on most days on the Colorado Place lot which is on, you know, adjacent to the back stretch. How many spaces are included over there? 
	CHAIRMAN SHAPIRO: I think that was included in the count.  And I think the number is something like 6,000. But -
	-

	MR. CARUSO: That is included in the count.
	 CHAIRMAN SHAPIRO: That is included in the count. 
	COMMISSIONER HARRIS: How many over there though? 
	CHAIRMAN SHAPIRO: I think the number is like 6,000. But let somebody from Hollywood Park or Santa Anita -
	-

	MR. CHARLES: Roughly 6,300 parking slots in the north parking lot.
	 CHAIRMAN SHAPIRO: In the north parking lot? 
	MR. CHARLES: In the north parking lot. 
	CHAIRMAN SHAPIRO: Right.
	 COMMISSIONER HARRIS: Okay so that would just -
	-
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	CHAIRMAN SHAPIRO: And those spaces aren't being touched by this project. 
	COMMISSIONER HARRIS: But -
	-

	CHAIRMAN SHAPIRO: Are those spaces being -
	-

	MR. CHARLES: No they're not being touched. 
	CHAIRMAN SHAPIRO: Yes, they're not affected by it. 
	VICE CHAIRMAN MORETTI: So Ron are there any worries on your part at all in terms of the parking or the that the less -
	-

	MR. CHARLES: This has been obviously, you know, a major issue for us. We feel very comfortable. Obviously on one or two days we could have, you know, we could have a problem and Rick has agreed to work with us on those days with regard to the parking, facilities that he will already be developing. 
	And so right now they are at extreme comfort levels and we have enough parking. 
	CHAIRMAN SHAPIRO: And does Santa Anita now on those big days, I mean I know there's the Arboretum, are there other places where people can park and ride or do you make any arrangements for them? 
	MR. CHARLES: Yeah, in fact in years gone by when we used to get 60, 70, 80,000 people there were arrangements made with some schools bus transportation so on and so forth
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	and we are looking at that for those days. 
	CHAIRMAN SHAPIRO: Let's hope you have many of them.
	 MR. CARUSO: If I could just add to that quickly what Ron was saying. The project will also spend about $12 million in area street improvements. So that there will be updates to the signal system. There will be street widening, left hand turn lanes to have traffic flow more freely. 
	So in addition to getting the customer parked, the track's concern and our concern is the experience of just getting to the track. And then in addition to all the street improvements we have agreed to underwrite a tram that will connect to the Gold Line and bring people down. So we're going to try to be encouraging even more people to not even get into their car to come to the track but actually take the Gold Line, hop into a tram and they'll be brought right down to the track. 
	So all of those different layers we believe give us more than enough capacity and certainly the problem that we're hoping for is that we're overwhelmed by the amount of people there, going to the track. And there's a whole bunch of things that we can do to solve that problem also. 
	COMMISSIONER AMERMAN: Could you describe what the problem might be in the two years of construction as it
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	affects Santa Anita Park? 
	MR. CARUSO: Well, you know, whatever the concerns the track is going to have I would imagine will be similar with what the residents are. It's going to be the hours of the construction. It's going to be making sure that on heavy race days we'll probably not be doing a lot of heavy construction. 
	We're going to have to mitigate and minimize all the dust that gets created on a construction site and have proper barricades around it. So, you know, those are not unusual. I'm sure there will be things that are particular to the track that we're going to have to deal with. 
	But our commitment to the track is to make sure that there is no impact to the operations or the safety of the track or the horses that are stabled there. 
	COMMISSIONER AMERMAN: If all goes well what would you say would be the start of the operation? What, when would you open the doors? 
	MR. CARUSO: Well I think we open the doors two years after March. So that would be '09. 
	CHAIRMAN SHAPIRO: But you're not calculating into that schedule most likely an appeal by Westfield, which is going to delay you six months to a year. 
	MR. CARUSO: Right, right. There was a comma in that sentence.
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	CHAIRMAN SHAPIRO: Yeah. 
	COMMISSIONER HARRIS: Is there a referendum on 
	this now? I see these signs around. Is there some 
	referendum going on in the city of Arcadia now on this? 
	MR. CARUSO: Well what Westfield has done to try to stop this project is to have two referendums. One against billboards in the city and a second against paid parking for retail. And the reason they're doing that they're trying to, they believe if they hurt the financials of the project that they take away the parking income it won't be able to build the project. 
	Unfortunately the indoor mall business is different than the outdoor mall business. And the parking revenue although it would be nice to have is not necessary for the financing or the success of the project. So they're sort of smoke screens. They won't affect us. They are on the ballot for November 7th. 
	After March I would suspect that Westfield will file a lawsuit under CEQA to stop the project saying that the EIR is inadequate. Then I would also suspect if it follows the pattern of Glendale that they will collect signatures for a referendum. And have a referendum to overturn the approvals as soon as we get this which I think is pretty likely. And that will delay us probably about a 
	25  year and a half.
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	So you're probably looking at more like 2011. We would love and have made every attempt to meet with Westfield and try to work together and they're just not interested in having competition in the trade area. 
	COMMISSIONER HARRIS: You know one issue that I'd heard this presentation before and I think it's a very exciting project. But I was a little bit concerned. Because at that point I think the concept would be that you actually charge admission to get into the track. 
	And I think to really make it work, to draw the people over from the shopping there needs to be some version of free admission to the track to really make that work. And can Magna agree to that? 
	MR. CARUSO: I probably shouldn't spend Magna money. So Ron -
	-

	COMMISSIONER HARRIS: Ron will. 
	MR. CHARLES: Yeah, I don't think I will. It's a great question John.  Rick and Frank Stronach and I sat down and actually discussed this. In addition to the parking it's something that we're going to have to work out. 
	Certainly getting the people into the track from the facility, from the project is important to us. By the same token as we all know we're trying to maximize the amount of daily handle, daily attendance. And so it's something that we're going to have to work out as to how we
	     PETERS SHORTHAND REPORTING CORPORATION  (916) 362-2345 
	can allow those people and how they can get into the track for a first time experience with either a reduction or some type of -
	-

	CHAIRMAN SHAPIRO: Well let me just help you out then. I'll give you an idea, okay. I know you really appreciate them sometimes. Why don't you just give general admission for free at all racetracks. And then if people   want to upgrade they can pay for clubhouse or turf club and we'll get more people that way. 
	COMMISSIONER HARRIS: That's right we can see some, everyone will be crowing about their attendance gains. 
	CHAIRMAN SHAPIRO:  There you go.
	 MR. CHARLES: I want to thank you both very much. 
	CHAIRMAN SHAPIRO: Just here to help. That's all we are. (Laughter) Mr. Caruso thank you so much. 
	MR. CARUSO: Thank you very much. 
	CHAIRMAN SHAPIRO: And I'll expect that free parking space for me (laughter). Thank you. All right, moving on. Item number three under the agenda which is discussion regarding the racing programs and the feasibility of adjusting entry times at California racetracks. And Mr. Charles hasn't left the podium yet. 
	MR. CHARLES: I'm sorry you did ask Mr. Caruso two questions. One, how will it impact, how potentially this will impact the barn area?
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	CHAIRMAN SHAPIRO: Yes. 
	MR. CHARLES: And I wonder maybe we should, could we address that -
	-

	CHAIRMAN SHAPIRO: Well okay, we can address that. I was actually going to bring it up in a later part of this. But why don't we because since you brought it up I'll let you have it (laughter).
	 COMMISSIONER HARRIS: It's going to be right up so. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. CHARLES: It's going to be very short. But we would like the Board to understand exactly what is happening in the city and how we're trying to work with the city in the situation. So I'd like to do is introduce Frank Dimarco to explain exactly where we are. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. CHARLES: Okay? 
	CHAIRMAN SHAPIRO:  All right. 
	MR. DIMARCO: Good morning Mr. Chairman and members of the Board. I'm Frank Dimarco. I'm vice-president and general counsel at Santa Anita. First of all you asked a question there at the end of how we're going to handle the track patrons through the construction period. 
	Yesterday we had about a four hour meeting with all the Caruso people, worked out that plan. That basically
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	the entire east part of the track that presently exists will remain open for our patrons. We're going to channel all the construction activity, the big trucks, the deliveries through gate one of the present configuration off of Huntington Drive. That will be isolated from the rest of the track. There should not be any problems with respect to construction.
	 Now, let me address for a moment this contention about the barns. In the current struggle there has been a lot of thought about the uncle Bill promises by Frank Stronach at Santa Anita.  And I'd like to give you just a little bit of history. 
	This may take a couple of minutes but I think you'll better understand what's happened here. In 1998 Santa Anita was owned by Meditrust. We were all very much afraid that Meditrust was about to go into bankruptcy. 
	It was a New York Stock Exchange company that knew absolutely nothing about racing. We remembered that Frank Stronach was interested at one time.  We called Frank on a Saturday. He was out here on a Tuesday. We made a deal that sold Santa Anita to him. He fulfilled all his promises and connections with that. I think of all the things said about Frank you cannot accuse him of being reluctant to spend money on racetracks. 
	After the Santa Anita deal he was approached to
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	buy Golden Gate. The same story in northern California. They were about to go under. We would lose Northern California racing. But good old Frank steps up, buys that. Also makes a commitment to invest $5 million additionally into the track, which he did. 
	Next year the same thing happened with respect to Bay Meadows. He steps up for $20 million, buys a two year lease which bought him absolutely nothing, but at least kept Bay Meadows going for another two years. 
	And also at Gulfstream. He promised all kinds of renovations which he did put in. Some people think maybe the grandstand is a little too small. But he did put in the state-of-the-art barns. 
	All right, now let's get to Santa Anita. With the record of fulfilled promises why did nothing happen at Santa Anita? Now at this point I want to suggest that Jack Liebau, I'm sure he's here.  He's a good friend of mine. He and I have worked together for years in the legal community here.
	 My son at one time worked for him. I worked for Jack at Santa Anita for two years. And he's an amazing man and a good track man. 
	But I think in this particular issue he's developed a very slight case of selective amnesia.  After Frank bought the track, we worked desperately with the city
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	 31
	 31

	 1 
	 1 
	of Arcadia to adopt and get an approval of a plan to put new

	 2 
	 2 
	barns and new living quarters in the back side.

	 3 
	 3 
	We had ten different presentations to the city.

	 4 
	 4 
	Generally we'd meet with the city manager and at least one 

	TR
	of the mayors. I met with three different mayors in the

	 6 
	 6 
	city of arcadia in attempt to sell this plan.

	 7 
	 7 
	The plan was to utilize the vacant north lot that

	 8 
	 8 
	you have been talking about today which at that time and

	 9 
	 9 
	still is, just a vast asphalt sea of nothing. The plan was 

	TR
	to put the new barns back there, entirely new living 

	11  
	11  
	quarters for backside people. It was a beautiful plan. 

	12 
	12 
	Unfortunately the city said no. This just won't 

	13 
	13 
	work. You've got R1 zoning back there. You've got other 

	14 
	14 
	problems with the neighbors. We will have too many problems 

	TR
	with the neighbors, about noise, about smells, about this 

	16 
	16 
	that and the other thing. So they totally rejected it. 

	17 
	17 
	Okay so we hiked back to the drawing board and 

	18 
	18 
	came out with two or three different plans. And Jack was in 

	19 
	19 
	on most of this stuff with the city at the time. But they 

	TR
	still rejected it. 

	21 
	21 
	We offered greenbelts, berms to shelter the whole 

	22 
	22 
	thing from the homeowners, noise abatement, odor abatement, 

	23 
	23 
	whatever.  But the bottom line was there was just no way the 

	24 
	24 
	city could accept that. 

	TR
	Now at this point along comes Rick Caruso. And

	TR
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	now it's a whole different story. Rick, you saw the approach he has taken. At that particular time it made absolutely no sense for us to try to do anything with the barn area until his plan was complete. So that we would know what he was going to do, what we would have left and where we were going to go with the barns and other things. 
	And that's probably where we are right now. Except our friends next door from Westfield early this year started another campaign. They went out and in effect got a hired gun who doesn't live in Arcadia, has nothing to do with Arcadia to file an application with the Office of Historic Preservation of the state of California to have our track declared a national, historical monument. 
	We fought that vigorously all spring. We had a all-day argument in Sacramento on the issue.  And we were voted down four to three by that Board, in effect declaring our track eligible for registration on the national, historic register of historic monuments. 
	Just a month ago in September we received the bad news. The final vote from the national, historic, preservation department declaring Santa Anita Park and particularly the barn area a historical monument. Now what does that mean? 
	It means according to their letter that we still have the right to sell the property if anybody wants to buy
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	it. But we cannot do anything to make any substantial adverse changes in the barn area unless we comply with local ordinances and the California Environmental Quality Act. 
	So we're back to square one. We can hopefully make an application to it permit us to tear some of these things down and build new ones. And I don't see that happening until after the Caruso project's EIR is approved and we go from there. That's really where we are. 
	The only point I'm really trying to make is that we want to make sure you understand that we have tried. There's been no reluctance on the part of Frank Stronach to spend the money to get this job done. 
	CHAIRMAN SHAPIRO: Well let me ask a couple of questions there.
	 MR. DIMARCO: Sure. 
	CHAIRMAN SHAPIRO: I flew up and met with Frank Stronach a couple of weeks ago. 
	MR. DIMARCO: Right. 
	CHAIRMAN SHAPIRO: And I sat with him and I said that it was absolutely imperative that the barn area at Santa Anita be redone. And it is and I've said numerous times that it's just unacceptable the way it is. 
	I don't think anybody argues that.  I don't hear you arguing with it.
	 MR. DIMARCO: Sure, not at all.
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	 CHAIRMAN SHAPIRO: All right, and at that meeting he told me in front of other people that were there that they would immediately move forward to rebuild ten barns and two dormitories. And you can certainly check with anybody that that was his statement. Now -
	-

	MR. DIMARCO: I don't need to check with anybody. I know exactly what was said, yes. 
	CHAIRMAN SHAPIRO: Okay. So if that's the case, you know, fine about the north parking lot.  It's not going to happen on the north parking lot.
	 MR. DIMARCO: That's correct. 
	CHAIRMAN SHAPIRO: We all know that, okay. Are you saying that you cannot now go in and knock down ten old barns and build ten new barns? 
	MR. DIMARCO: Not without the consent of the city, and without approaching CEQA and getting some kind of permission from them. 
	CHAIRMAN SHAPIRO: Okay, well are you doing that? Have you approached the city and have you gone to CEQA because -
	-

	MR. DIMARCO: Yes I have. 
	CHAIRMAN SHAPIRO: --because you know horse racing and while as much as I am in favor of and like the Caruso project we have to take care of our own. We have to take care of his horses and those people that live back
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	there. So I don't see why and I do understand EIR's and I understand that this is perhaps included in an EIR and if you went to change it then it would delay the whole project. I do understand that process.  But what I don't know is have you gone to see if you can rebuild the existing barns so that there isn't a problem. 
	If you could go in and rebuild them on the exact same foundations and the same locations. 
	MR. DIMARCO: Not necessarily, the other problem is that once you start -
	-

	CHAIRMAN SHAPIRO: Not necessarily you can't do that or not necessarily you haven't tried to do that? 
	MR. DIMARCO: We haven't turned any earth yet. That's what I'm about to explain to you. That once you start that you have to do an entirely new subsurface treatment of everything out there. You've got pipes, wires, everything out there that's been there since 1934. 
	There's earthquake problems. There are a lot of problems. Now to answer your question specifically, yes we can try. I've already talked to the city. We might be able to get permission to tear down.  I don't know if we can go up to ten but some number of them and replace them with temporary barns now. And then possibly when we do get CEQA approval and this, that and the other thing rebuild them in the style we want.
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	 36
	 36
	 36

	 1 
	 1 
	CHAIRMAN SHAPIRO:  
	Well, Mr. Dimarco, I just have

	 2 
	 2 
	to tell you I mean, I appreciate that you've made attempts

	 3 
	 3 
	and Magna made attempts. 
	But unfortunately it doesn't feel

	 4 
	 4 
	to me that the right attempts have been made and that

	 5 
	 5 
	they've been pursued vigorously enough.

	 6 
	 6 
	MR. DIMARCO: 
	What would you suggest sir?

	 7 
	 7 
	CHAIRMAN SHAPIRO: 
	Pardon me?

	 8 
	 8 
	MR. DIMARCO: 
	What would you suggest?

	 9 
	 9 
	CHAIRMAN SHAPIRO: 
	Well I suggest that you go in 

	10 
	10 
	and you find a way to get those horses and those horsemen in 

	11 
	11 
	habitable conditions. 

	12 
	12 
	MR. DIMARCO: 
	Okay. 

	13 
	13 
	CHAIRMAN SHAPIRO: 
	And if that means tearing down 

	14 
	14 
	what may be buildings, I mean my concern is that somebody 

	15  
	15  
	inadvertently could start a fire in one of those barns and 

	16 
	16 
	when I walked through them and I've got horses in them and I 

	17 
	17 
	have friends that are there that I see them as a fire 

	18 
	18 
	hazard. 
	And it's very concerning to me. 

	19 
	19 
	MR. DIMARCO: 
	Well I understand that.  
	I'm not 

	20 
	20 
	trying to be facetious here. 
	I'm looking for a solution as 

	21 
	21 
	well as you are. 
	I will immediately start with the city and 

	22 
	22 
	find out what we can do. 

	23 
	23 
	CHAIRMAN SHAPIRO: 
	Well why don't you find out 

	24 
	24 
	that perhaps maybe what you could do is replace those barns 

	25 
	25 
	and put prefab barns similar to what Bay Meadows did on

	TR
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	their infield or something -
	-

	MR. DIMARCO: That's exactly what we're talking about. 
	CHAIRMAN SHAPIRO: --like that which at least would be habitable for the horses and not be a fire hazard. 
	COMMISSIONER HARRIS: I think it's important too that the city realize that the horsemen and the trainers and the whole backside community has a stake in this. 
	CHAIRMAN SHAPIRO: That's right.
	 COMMISSIONER HARRIS: This isn't just some little project that Santa Anita is doing. It's a health and safety thing for those people and horses. 
	VICE CHAIRMAN MORETTI: Is there an appeals process for this historical -
	-

	MR. DIMARCO: Historic thing, no. Unfortunately in free America today your neighbor can decide to declare your property a historic monument. That's what has happened here. 
	COMMISSIONER AMERMAN:  I can remember a couple of years out probably more than that, five, six, seven years ago. We went down to Del Mar where there was a similar problem to what we have in the back stretch at Santa Anita. And we suggested that you take several barns and replace them and move on. They have been very successful in doing that.
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	MR. DIMARCO: Well okay, one of the problems with that is under CEQA you cannot do piecemeal development. Now once this Caruso project is finished and the EIR is approved, part of the situation will be that they'll be two separate parking. One Santa Anita track parcel, one shopping center parcel. 
	We might be able to proceed at that time to file our own EIR and get the whole thing cleared up. But in the meantime for immediate remedy, yes, I'm working with the city to see if we can't tear down the ten barns and put in temporary barns. 
	COMMISSIONER ANDREINI: By the time the Caruso thing is over we'll have whiskers down to our knees. 
	COMMISSIONER AMERMAN: What you're saying is that by 2011 we'll get around to what is so important to thoroughbred racing. And that is not acceptable. 
	MR. DIMARCO: Well I understand that and I'll say it again. Tomorrow morning I'll be back over at the city and see if we can't do something -
	-

	COMMISSIONER AMERMAN: Don't leave until you get the approval. 
	MR. DIMARCO: --on a temporary basis. 
	CHAIRMAN SHAPIRO: Mr. Dimarco I think that you can get the sense of this Board that, A, we're impatient and that B, we're very frustrated to see where the circumstance
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	is -
	-

	MR. DIMARCO: I've been working with this Board since 1988 I understand that sir. 
	CHAIRMAN SHAPIRO:  I know that Mr. Dimarco. And what I'm also saying to you is that I think we are offering that if we need to come in and help you with the city in any way that we can so that they can best understand the need of horse racing and I would assume that the city of Arcadia enjoys some benefit from horse racing being there.
	 MR. DIMARCO: Absolutely. 
	CHAIRMAN SHAPIRO: That they should understand that this is not a want this is a need. And we have to push this forward. 
	COMMISSIONER AMERMAN: Have the people who are on the city council toured the backstretch with you? 
	MR. DIMARCO: Not with me, I don't know if they ever have. 
	COMMISSIONER AMERMAN: Have they gone with anyone at all? I would suggest that you take them and go through the barns and see what is there and the necessity of changing in the near-term future.
	 MR. DIMARCO: Well we might be able to approach it on that kind of health and safety basis. I would agree that that's -
	-

	VICE CHAIRMAN MORETTI: I think that's an
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	outstanding idea. Bring the fire department with you, the health and safety organizations with you, the state and local -
	-

	MR. DIMARCO:  The fire department tours of all the -
	-

	COMMISSIONER AMERMAN: You want to keep them away I know but -
	-

	CHAIRMAN SHAPIRO: All right, okay, look I think the point is mainly that we need to see more action.  We need to see more vigorous action and in fact what I'd like to do is have a report on this at the next Board meeting to know what progress has been done in the 30 days between this meeting and the next meeting. 
	MR. DIMARCO: All right sir. 
	CHAIRMAN SHAPIRO: And I think that this Board should be more demanding on this issue to see progress.  And again, we will go with you if, you know, you want one of us to come with you and explain the problem, we will do that. Perhaps you could get your good friend Sammy to your left to help advocate for the needs since he certainly understands it. And Mr. Liebau there is -
	-

	MR. LIEBAU: Just one short comment about my amnesia okay (laughter). 
	CHAIRMAN SHAPIRO: You know what, we've got a long agenda.
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	MR. LIEBAU: I understand. 
	CHAIRMAN SHAPIRO: Go ahead. 
	MR. LIEBAU: It'll only take a minute. I think that one thing that my friend here has forgotten is that both of us tried to tell Frank Stronach that there was no way in hell that those barns were going into the north parking lot. 
	CHAIRMAN SHAPIRO: Okay, well -
	-

	MR. LIEBAU: And that's there's no way in hell that the dorms are going to be built on the college. 
	CHAIRMAN SHAPIRO: That, that -
	-

	MR. LIEBAU: But be that as it may, I would as having an interest in this as far as Hollywood Park is concerned, I really don't know whether it's a good idea to have everybody go over there in that backstretch because I got to tell you, I've got to store, have horses training there and I don't want it shut down. 
	CHAIRMAN SHAPIRO: Your point is well taken Mr. Liebau. 
	MR. LIEBAU: Okay, thank you. 
	CHAIRMAN SHAPIRO: All right but, okay. I think Mr. Liebau's point is well taken.
	 MR. DIMARCO: Okay, just one more comment on this. The fire marshall inspects the place regularly. There are no problems. We can't get our licenses without the fire
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	marshall's inspection. So I -
	-

	CHAIRMAN SHAPIRO: All right, let's not argue over 
	that Mr. Dimarco. 
	MR. DIMARCO: I will get out there and do my best. 
	CHAIRMAN SHAPIRO: All right, thank you 
	Mr. Dimarco. 
	MR. DIMARCO: What else -
	-

	COMMISSIONER HARRIS: Before you page through this 
	point though, because actually the agenda items are kind of
	 what all they're doing, which referred to the shopping 
	center and some of the backstretch. But could we also get a 
	report on where they all are on the synthetic track. 
	VICE CHAIRMAN MORETTI:  Exactly, someone read 
	that. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. DIMARCO: That's not my department so somebody 
	else will answer that. 
	COMMISSIONER ANDREINI: Mr. Chairman. 
	CHAIRMAN SHAPIRO: Yes. 
	COMMISSIONER ANDREINI:  Look before we go to the 
	track let me ask Mr. Charles -
	-

	CHAIRMAN SHAPIRO: Go ahead. 
	COMMISSIONER ANDREINI: You know, Mr. Charles, my 
	first meeting was in November of 2006.  And at that time 25  Chairman Shapiro castigated Santa Anita for having a
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	deplorable backstretch and that sort of thing. And you were there and I was here. Thank you. And you, and you said that by April of 2006 you were going to come back with your plans about what was going to happen. And then at that time you said you were going to go full speed ahead and build these two new barns and blah, blah, blah. 
	And nothing has happened. Nothing has happened. I mean I hear what everybody says and the Caruso project is wonderful, it's beautiful. But nothing has ever come from the comments that you have made here. And it's, it's so important to me as a commissioner here for you and Santa Anita to fulfill those promises. Or what are we talking about, about this synthetic track? When are you going to do that?  Next year or the year after, I mean, why can't these promises be fulfilled? That's my, the glaring question th
	 MR. CHARLES: And that's a fair question and I appreciate it. Certainly at the time when I made the commitment to begin to do two new barns we had every intention to do it. Frank Stronach had approved the funds to go ahead.  Unfortunately we ran into the city. 
	The problems that were faced with the city that we really didn't understand were out there. I did inform Ed Halpern that we would not be able to at least until we could get by these hurdles.
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	Number one, with regards to the synthetic surface we are on record as saying we will comply.  It will be going during Del Mar of next year just as Hollywood put in their synthetic track this year.  We will be putting in our synthetic track next year during the Del Mar Race Meet. 
	CHAIRMAN SHAPIRO: Well -
	-

	VICE CHAIRMAN MORETTI: Could I ask -
	-

	CHAIRMAN SHAPIRO: Can I ask a follow up question to that? I read in Owner Circle Magazine. There was an article written by Mr. Couto that said that it wasn't going to happen until 2008. Now I don't know, are you, are we hearing here that Santa Anita will in fact install the synthetic track in conformance with the mandate of this Board by the end of 2007?
	 MR. CHARLES: That's correct. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. CHARLES: Unfortunately I spoke to Mr. Couto. Whether there was a miscommunication or the article that he wrote I can just clear it up right now by saying we are clearly and we are going to put in a synthetic surface in 2007 and will have to be during the time of Del Mar as Hollywood did this year. 
	VICE CHAIRMAN MORETTI: Ron could I just ask you, I understand what you just clarified and that's good. But apropos Mr. Dimarco's comments, and I too was very impressed
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	with the Caruso project. I mean it's absolutely stunning and beautiful. And I can't wait for it. However, are the problems that he is encountering with the permits for the backside, are those permitting problems going to affect the synthetic track? 
	MR. CHARLES: None whatsoever. 
	VICE CHAIRMAN MORETTI: So it's separate? 
	MR. CHARLES: The synthetic surface will go in. They have nothing to do with the problems that we're faced with the EIR and dispute between the Caruso project and the Westfield. 
	VICE CHAIRMAN MORETTI: Do you have the permits for your track already or are you on tap to get them? 
	MR. CHARLES: No. There again, we wouldn't even begin putting in the synthetic surface until July. We're meeting up at Golden Gate tomorrow. And we'll be discussing along the lines of starting the preparation for the synthetic surface going into Santa Anita. 
	CHAIRMAN SHAPIRO: Have you selected a vendor yet for Santa Anita? 
	MR. CHARLES: No we haven't. 
	COMMISSIONER HARRIS:  What would the concept be that you do that while Del Mar was going on to make a -
	-

	MR. CHARLES: It's the only time John that you can do that because this year we actually was the year that we
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	were supposed to be closed. Well when Hollywood stepped up and put in their synthetic surface we did agree to take, to allow the horses to come over to Santa Anita. We had all of our were to be closed. However, you know, in the spirit of trying to help the industry and certainly Hollywood putting in a synthetic surface is going to help the industry. We agreed to stay open. Next year Hollywood will be open and we'll put it in during that time. 
	CHAIRMAN SHAPIRO: All right. 
	COMMISSIONER AMERMAN: I'd like to hitchhike on the Chairman's idea of next month you come back and report to this Board about what's been done in the past 30 days. But more important than that is what your timetable is going forward for the backstretch. It just strikes me, it has been a long time and we need a plan that has to be approved by the city or whatever. Who can help us do this. It's got to be put together so that we all understand where we are. 
	MR. CHARLES: And that's a fair statement. And we will come back to you at the next Board meeting and let you know exactly where we are with the city, where we are with the historical society and what we believe we can and can't do so at least you'll understand that at no time from this point moving forward will be anything that we do that slows this project down. We will keep you fully abreast as to exactly what the situation is.
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	CHAIRMAN SHAPIRO: Well please don't wait until the 29th day before the meeting. You know, keep us abreast. And again, I invite you if you need somebody from the Racing Board to explain to the city of Arcadia the importance of this to them and to us, you know, you should avail yourself of our help. Because they need to understand how important this is. 
	MR. CHARLES: I appreciate that and we will, we'll take you up on that. 
	CHAIRMAN SHAPIRO: Okay, all right. Thank you. 
	MR. CHARLES: Thank you. 
	COMMISSIONER AMERMAN: Is the state of California if they have to make any live up to some requirements relative to storm water runoff? 
	MR. CHARLES: Yes, yes. 
	COMMISSIONER AMERMAN: That that's going to cost a considerable amount of money. 
	MR. CHARLES:  Well and it's rather than getting into the details it's very complex. Part of the reason that we are, you know, in addition to, at the same time of putting in all new stables that will also cure the problem so that the water won't run off which will be an additional 20 million. So it's more of an incentive for us to put all new, brand new, state-of-the-art stables, barns that are similar to what are at Gulfstream right now.
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	 1 
	 1 
	COMMISSIONER AMERMAN: That's a $20 million

	 2 
	 2 
	problem. And a synthetic track, is that an $8 million

	 3 
	 3 
	problem?

	 4 
	 4 
	MR. CHARLES: Roughly.

	 5 
	 5 
	COMMISSIONER AMERMAN: Or whatever. I mean, the

	 6 
	 6 
	finances of, I mean I'm not interested in it. I mean,

	 7 
	 7 
	there's a lot of money that has to come out.

	 8 
	 8 
	CHAIRMAN SHAPIRO:  Commissioner Amerman I think we

	 9 
	 9 
	ought to, at this point why don't we let them come back to 

	10  
	10  
	us and see what we've got. And no doubt it is expensive and 

	11 
	11 
	I think that they'll have to explain that. But at this 

	12 
	12 
	point let's see that they can't give us a plan and come back 

	13 
	13 
	and report to us and try to move along. 

	14 
	14 
	MR. CHARLES: Yeah, and we will keep you informed, 

	15 
	15 
	you know, well before the next hearing so that you'll know 

	16 
	16 
	exactly where we are prior to the meeting. 

	17 
	17 
	CHAIRMAN SHAPIRO: Okay, thank you. I'd like to 

	18 
	18 
	move along to agenda item number three on the agenda which 

	19 
	19 
	is discussion regarding racing programs and feasibility of 

	20 
	20 
	adjusting entry times at California racetracks. 

	21 
	21 
	COMMISSIONER HARRIS: I was the one that suggested 

	22 
	22 
	that we put this on here and we've got a big agenda and I 

	23 
	23 
	don't want to spend too much time on it. My point of 

	24 
	24 
	looking at it was I felt that further ahead entry times may 

	25 
	25 
	well have some positives relating to medication and the

	TR
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	planning the horse's training schedule and publicizing races and all kinds of reasons. 
	I was a little dismayed that when I put it out to the racing secretary that they sort of acted like any change for the 40 hour entry was akin to a nuclear disaster or something. But apparently they have come around and with counseling how the park is now going to go to a 72 hour entry which I think is a big step forward. 
	I think we need to look toward forwarding it, even maybe 96 hours would be better. But I thought it would be good to have on the agenda to get people thinking outside the box and the traditional ways and look at the pluses and minuses and to be analytical rather than dismissing it out of hand. Which is what has happened. 
	CHAIRMAN SHAPIRO: Do any of the commissioners have any other comments?  Mr. Halpern. 
	MR. HALPERN: Ed Halpern, California thoroughbred trainer. Good morning commissioners. Mr. Harris took the words right out of my mouth so I don't need to say very much. I will add to that that Del Mar has indicated that they plan on going to a 96 entry, hour entry time, five days a week. And because of the schedule on this I just necessarily go to a 72 hour entry time one day a week. But at the moment that's the plan.
	 We have been having meetings and will continue to
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	 1 
	 1 
	have meetings bringing the vets and the racing secretaries

	 2 
	 2 
	together. A lot of progress has been made. And we are

	 3 
	 3 
	moving forward to extend the entry time. And I think we're

	 4 
	 4 
	going to see that happen. 

	TR
	CHAIRMAN SHAPIRO: Okay, thank you. Item number

	 6 
	 6 
	four on the agenda is a report of the strategic planning

	 7 
	 7 
	committee.  Earlier this week I distributed to the Board a

	 8 
	 8 
	report on the strategic planning committee meetings. I will

	 9 
	 9 
	just read that for the rest of the audience so that there 

	TR
	can be full knowledge of what took place. 

	11 
	11 
	This year unlike past years the strategic planning 

	12 
	12 
	and race dates committee met on numerous occasions with the 

	13 
	13 
	vision of pushing the stakeholders in the industry to accept 

	14 
	14 
	change in the traditional racing calendar.

	TR
	 As expected with change comes uncertainty and 

	16 
	16 
	difficulty to some. In northern California the primary goal 

	17 
	17 
	was to reduce the number of days during the inclement time 

	18 
	18 
	of the year and also to try and create a combined racing 

	19  
	19  
	fair program that would result in less racing events and 

	TR
	larger field sizes. 

	21 
	21 
	Recognizing that 2007 is likely the last year of 

	22 
	22 
	operation for Bay Meadows we accepted that the process of 

	23 
	23 
	change will be a series of steps and 2007 is the first step 

	24 
	24 
	in the process. A total of eight racing days were 

	TR
	eliminated in northern California at Golden Gate and Bay

	TR
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	Meadows. Additionally either four days will be eliminated from combined racing fairs. Or 45 less thoroughbred events will be conducted. 
	We also eliminated more of the overlap during the fair racing period. Those fairs that were previously overlapped or portions of their meetings and which have proved to be the weakest performers in the past have been told and have acknowledged and accepted that if they do not significantly improve in 2007 they will not be awarded dates thereafter. 
	Further the fairs understand that they need to make an invigorated effort to improve their facilities, adjust their racing dates all to the benefit of racing. Racing cannot be dictated by fair activities. And they need to produce for the benefit of racing. 
	In southern California essentially the same calendar that exists in 2006 has been recommended in 2007 albeit with a few less days in the winter months. 
	Again a conscious effort was made to try some four day weeks to see if that would provide larger fields and better racing during the inclement periods. As stakeholders and entities refined the calendar --all stakeholders and entities refined the calendar except for Bay Meadows Operating Company on behalf of Hollywood Park. 
	Hollywood Park felt that they should have the 17th
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	 1 
	 1 
	week of the Santa Anita season. 
	Essentially Hollywood has
	 1 
	anything to that report? If not so then I suggest that what

	 2 
	 2 
	taken the position since they installed cushion track first
	 2 
	we do is we go into item number four on the agenda which is

	 3 
	 3 
	they deserve to be rewarded with what they call the swing
	 3 
	consideration of race dates.

	 4 
	 4 
	meet. 
	 4 
	Clearly there has been a tremendous outpouring of

	TR
	The race dates committee voted unanimously that
	 5 
	e-mails and calls and letters with respect to the issues

	 6 
	 6 
	Santa Anita should continue to operate with additional 17
	 6 
	pertaining to the southern California racing calendar.

	 7 
	 7 
	weeks and weekends they have had since 1980 with only two
	 7 
	So for that reason I'd like to at least try to

	 8 
	 8 
	exceptions.
	 8 
	dispense with the northern California racing calendar, the

	 9 
	 9 
	As Chairman of the Strategic Planning and Race 
	 9 
	harness racing calendar and the quarter horse racing 

	TR
	Dates Committee I believe that we deliberated over all the 
	10 
	calendar first. 

	11 
	11 
	issues to come to a fair, the most fair recommendation as 
	11 
	COMMISSIONER MOSS: Yeah I'm sorry, Mr. Chairman. 

	12 
	12 
	possible. 
	We felt that it is critical to the success of 
	12 
	I believe I have to recuse myself from this discussion only 

	13 
	13 
	racing to put racing dates at venues that are most desired 
	13 
	because I have been on a horse with Mr. Stronach. So would 

	14 
	14 
	by live fans and will attract the most wagering and the 
	14 
	you call me when you're -
	-


	TR
	highest purses. 
	15  
	CHAIRMAN SHAPIRO: Absolutely, thank you 

	16  
	16  
	Santa Anita clearly demonstrated that in 2006. 
	16 
	Commissioner Moss. 

	17 
	17 
	While we are hopeful the cushing track will rejuvenate 
	17 
	COMMISSIONER MOSS: Thank you, thank you. 

	18 
	18 
	racing interests at the Hollywood Park that has yet to be 
	18 
	(Commissioner Moss exited the 

	19 
	19 
	seen and should not come at the expense of Santa Anita in 
	19 
	meeting room.) 

	TR
	2007. 
	20 
	CHAIRMAN SHAPIRO:  So if we can I would like to 

	21 
	21 
	The committee voted unanimously to recommend these 
	21 
	address for the race dates if we could just start with the 

	22 
	22 
	calendars for full adoption to the Board. 
	Now this agenda 
	22 
	southern California night industry calendar. 

	23 
	23 
	item actually leads into the next agenda item which is the 
	23 
	Included in everybody's packet is a calendar that 

	24 
	24 
	race dates issue.
	24 
	shows Los Alamitos quarter horse racing a total of 208 

	TR
	 First, do the members of the committee wish to add
	25 
	nights during the year. Beginning on December 26th and

	TR
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	continuing through December 23rd (sic).  If there is no objection I would entertain that this calendar be adopted by the Board. 
	VICE CHAIRMAN MORETTI: I would move to -
	-

	COMMISSIONER AMERMAN: I second it.
	 CHAIRMAN SHAPIRO: Second, all in favor -
	-

	COMMISSIONER HARRIS: I would just --I unfortunately probably wasn't at all the meetings but was there any thought by the quarter horse community of they wanting a Christmas break or -
	-

	CHAIRMAN SHAPIRO: There was no discussion of it. And this the calendar that they advocated. And I believe that this is what the night industry has had historically. And they all seem to be happy with it. 
	COMMISSIONER HARRIS: Okay. 
	COMMISSIONER AMERMAN: There was no suggestion at all of having a long Christmas break. 
	CHAIRMAN SHAPIRO:  As our one quarter horse aficionado I assume that this is what the quarter horse people -
	-

	VICE CHAIRMAN MORETTI: Ron's here. 
	CHAIRMAN SHAPIRO: Well perhaps Mr. Bloenig on behalf of Los Alamitos is that what -
	-

	MR. BLOENIG: Mr. Chairman, as a member, Ron Bloenig on behalf of Los Alamitos Race Course. This is the
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	calendar that we would prefer and our horsemen and 
	horsewomen would prefer as well. Thank you. 
	CHAIRMAN SHAPIRO: Great, thank you. 
	COMMISSIONER HARRIS: Maybe we can get Ron Bloenig to sing, I'll Be Home For Christmas. (laughter) 
	CHAIRMAN SHAPIRO: Okay, therefore there's a motion, there's a second, all in favor of adopting the quarter horse calendar -
	-

	(Ayes)
	 CHAIRMAN SHAPIRO: Okay, looking at the northern night industry calendar, which is the harness racing calendar, the harness calendar shows a total of 202 dates. There was no comment to this calendar as well. I see that Mr. Reagan is there. 
	MR. REAGAN: Mr. Chairman and commissioners just this week the harness folks in Sacramento let us know their actual intentions for the first half of 2007. And it was a little different from what you see in your package. Essentially they're going to start on the 28th of December. Run the 28th, 29th and 30th of December and then run the rest of the schedule through July. That's as far as they get, through July.
	 And what it is next month you're going to see an application from them for those dates. So I thought rather than having something to prove today that wasn't copacetic
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	 1 
	 1 
	with what they're going to be asking for next month.

	 2 
	 2 
	What they've actually done is they dropped all of

	 3 
	 3 
	the Sundays in January, February, March, April, May and June

	 4 
	 4 
	and July. And they will actually be asking you for 118 days 

	TR
	from December 28th through July 28th. I have an updated

	 6 
	 6 
	calendar here with me but that is what they're going to be

	 7 
	 7 
	asking for next month. And I thought it might be useful if

	 8 
	 8 
	that was addressed today.

	 9 
	 9 
	CHAIRMAN SHAPIRO: Well Mr. Reagan do you know why 

	TR
	we had all these meetings. They didn't participate. They 

	11 
	11 
	didn't come. And now on the day of the meeting that we're 

	12 
	12 
	going to adopt this they're giving us a revised calendar? 

	13 
	13 
	MR. REAGAN: I cannot explain that sir. 

	14 
	14 
	COMMISSIONER HARRIS: I agree it's not correct 

	TR
	procedure but can we just table that the night of -
	-


	16 
	16 
	CHAIRMAN SHAPIRO: Yeah, we will -
	-


	17 
	17 
	COMMISSIONER HARRIS: --approval, if they accept 

	18 
	18 
	the night harness at the table the next meeting. 

	19 
	19 
	CHAIRMAN SHAPIRO: --I agree with Commissioner 

	TR
	Harris.  We will table it. But would you please let them 

	21 
	21 
	know that, you know, that in the future we're not going to 

	22 
	22 
	accept things that are just handed to us the day of the 

	23 
	23 
	meeting. And this is not your fault I understand. But we 

	24  
	24  
	don't appreciate that. 

	TR
	MR. REAGAN: That's fine -
	-


	TR
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	CHAIRMAN SHAPIRO: We will defer the matter of the night harness racing calendar. 
	MR. REAGAN:  Very good. 
	CHAIRMAN SHAPIRO: Thank you. All right, in the north as I recall from the meetings that we had for the northern thoroughbred calendar we had two options. 
	One was a total of 276 race dates, which included 45 events cut out of the thoroughbred calendar and the other one was that there would be 272 race dates. And we were to hear back from the applicable Northern California fairs and horsemen as to what their, their pleasure was. 
	COMMISSIONER HARRIS: Was there two different? I didn't really -
	-

	CHAIRMAN SHAPIRO: Yes, there were two different calendars. And if you look in your packet the first one should show a total of 77 racing fair dates and the one behind it should show 73. You got it? John, are you ready to go? 
	COMMISSIONER MOSS:  Yes. 
	CHAIRMAN SHAPIRO: Okay. 
	COMMISSIONER MOSS: I'm okay. 
	CHAIRMAN SHAPIRO:  Mr. Barkett. 
	MR. BARKETT: Yes, good morning, Mr. Chair, Commissioners. Joe Barkett, general manager of the Solano County Fair representing the California Authority of Racing
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	Fairs. At the strategic planning meetings, as Mr. Shapiro just indicated, the fairs after meeting with the major associations and the thoroughbred horsemen's group came up with a plan for 77 dates of fair racing. The strategic planning committee recommended 73 dates of fair racing. And that, the difference between those two proposals was one day of racing at San Mateo Fair, one day of racing at Stockton Fair, one day at Vallejo and one day at Pleasanton.
	 We asked the committee at that time if we could go back and work with each other to try to come up with a plan to reduce by the equivalent of four days of racing.  It might have included those four days, it might have included reduction of actual racing events at fairs. 
	The calculation by the way of the number of thoroughbred races at fairs per day when you do not count the Humboldt County Fair is 7.9. 
	CHAIRMAN SHAPIRO:  Can I ask the people that are talking off to the side or wherever it is to go on out of the room so we can hear. Thank you. Go ahead, I'm sorry.
	 MR. BARKETT: We took the Humboldt County Fair out of the calculation.  If you put Humboldt County Fair in the fairs average 7.4 thoroughbred races, without Humboldt County Fair they average 7.9. 
	The fairs, without belaboring this, the fairs met and have come up with an agreement as to how they wanted to
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	approach your wishes.  Basically Stockton has agreed that it will give up the date June 13, Vallejo has agreed that it will give up the date July 13, San Mateo Fair has agreed it will give up the date August 20, just as was proposed by the strategic planning committee. 
	The one difference is that for Pleasanton we did not think it was in the best interest of racing to give up the day on July the 2nd and in lieu of that we propose that we will reduce at the Santa Rosa Fair, the Pleasanton Fair and the Fresno Fair a total of eight races, the equivalent of one more day. And that is what our proposal is, that is our response to the strategic planning committee's recommendation. 
	CHAIRMAN SHAPIRO:  Okay, thank you, Mr. Barkett. Are the horsemen in favor of this? 
	MR. COUTO: Good morning, Drew Couto on behalf of the Thoroughbred Owners of California. Mr. Bachman has advised me that this plan is acceptable to the Northern California contingency and therefore we recommend that it be approved. 
	CHAIRMAN SHAPIRO: Thank you. Any comments? 
	COMMISSIONER HARRIS: I'm a little concerned on the races per day or the races per meet or whatever. So most of it just depends on the inventory of any given race the secretary has. Particularly at Fresno this season they
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	 1 
	 1 
	had very big field sizes and they did have a need to run

	 2 
	 2 
	more races, which I think they requested to do and they got

	 3 
	 3 
	it.

	 4 
	 4 
	But it just doesn't seem right that a meet like 

	TR
	Fresno that is having a successful season is restricted on

	 6 
	 6 
	how many races they can run a day because they're the end of

	 7 
	 7 
	the fair circuit. A lot of the people that are racing there

	 8 
	 8 
	need the money to ship out someplace and it doesn't really

	 9
	 9
	 impact other, you know, subsequent meets that much. So I 

	TR
	would hate to see Fresno included in that cut just because 

	11 
	11 
	CARF thought that was a good idea. 

	12 
	12 
	MR. BARKETT: In response to your comments, 

	13 
	13 
	Mr. Harris, I think the fairs would very much agree that 

	14 
	14 
	they would prefer not to eliminate eight races from Santa 

	TR
	Rosa, Pleasanton and Fresno. We are not comfortable at all 

	16 
	16 
	but that is in the best interest of fair racing or horse 

	17  
	17  
	racing. 

	18 
	18 
	COMMISSIONER HARRIS: Why did you propose it then? 

	19 
	19 
	MR. BARKETT: We proposed it because we were 

	TR
	basically instructed by the strategic planning committee 

	21 
	21 
	that we should come back with either those four days gone or 

	22 
	22 
	the equivalent somehow of those four days. 

	23 
	23 
	COMMISSIONER HARRIS: Well I don't think you were 

	24 
	24 
	instructed, were you? 

	TR
	COMMISSIONER AMERMAN: Do I understand you

	TR
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	correctly that you end up with 74 days as the recommended plan at the present time? 
	MR. BARKETT: We would end up with 74 days and then eight races reduced. 
	COMMISSIONER HARRIS: And I personally think that cutting some of the days might make more sense. Like for instance the Bay Meadows Fair, which is really not that tied into the San Mateo County Fair anyway. I just can't see the logic of giving them six day weeks, you know, other than the fact that it overlaps Del Mar. But if we're cutting a lot of the racing associations to five day weeks why should Bay Meadows Fair get six day weeks?
	 MR. BARKETT: Well we did cut one day from the San Mateo Fair. 
	COMMISSIONER HARRIS: Yeah, but why not two. 
	CHAIRMAN SHAPIRO: The notion here was that we look at these various, you know, field sizes in the north and in the fairs that have been struggling. 
	COMMISSIONER HARRIS: They aren't at every fair. Some fairs do and some don't.
	 CHAIRMAN SHAPIRO: I agree with you, I agree with you. And it was designed so that those fairs that are not, are struggling would be cut. It was not designed to, for instance, cut any races from the Fresno, which had a great meeting and had a lot of horses.
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	 1 
	 1 
	COMMISSIONER HARRIS: 
	But CARF came back with
	 1 
	revenue generation was not going to be tremendous. And it

	 2 
	 2 
	that.
	 2 
	would, again, provide future racing opportunity and

	 3 
	 3 
	CHAIRMAN SHAPIRO: 
	Yet CARF is coming back and
	 3 
	hopefully larger field sizes for the fairs that followed.

	 4 
	 4 
	saying, I think, that they want to cut out of fairs where
	 4 
	MR. BARKETT: We understand and it was an issue of

	 5 
	 5 
	they can, they can do it.
	 5 
	significant, lengthy discussion on the part of all the

	 6 
	 6 
	COMMISSIONER HARRIS: 
	It seems like the ones
	 6 
	fairs. I will let Pleasanton speak for their -
	-


	 7 
	 7 
	you're cutting are the ones that probably had some of the
	7 
	CHAIRMAN SHAPIRO: Well hold on. What I would

	 8 
	 8 
	better meetings. 
	We need to really see the data on it but
	 8 
	suggest is perhaps what we should do is adopt a combined

	 9 
	 9 
	it seems like you're sort of shooting the survivors. 
	 9 
	fair racing calendar and not get bogged down in this detail 

	10 
	10 
	MR. BARKETT: 
	The four days that were proposed to 
	10 
	and let there be further discussion and tweaking of the 

	11 
	11 
	be cut arguably were target days that if days had to be cut 
	11 
	calendar as we move on. Perhaps if Commissioner Harris' 

	12 
	12 
	those probably would be the best days. 
	As I said, three of 
	12 
	suggestion is a good suggestion or somebody else wants to 

	13 
	13 
	the four fairs went along with that.  
	Pleasanton felt very 
	13 
	weigh in on it. But what I would suggest is that we adopt 

	14 
	14 
	strongly that it was not in the best interest of their fair 
	14 
	these dates but we reserve the right to come back and modify 

	15  
	15  
	or racing for that day to be cut and we came up with the 
	15 
	them if there is a demonstration of a reason to do that. 

	16 
	16 
	best alternative to that we could. 
	16 
	COMMISSIONER HARRIS: Which ones? The alternate 

	17 
	17 
	CHAIRMAN SHAPIRO:
	 Well isn't that day, the day 
	17 
	ones or the -
	-


	18 
	18 
	that was proposed for Pleasanton is a day that they are the 
	18 
	CHAIRMAN SHAPIRO: No, the 73. The calendar that 

	19 
	19 
	only track operating in the state? 
	19 
	has the 73 race dates on it. 

	20 
	20 
	MR. BARKETT: 
	Well that was true when we were 
	20  
	COMMISSIONER HARRIS: So we're adopting those.  I 

	21 
	21 
	talking about it. 
	Now I understand that may not be true. 
	21 
	mean, it just seems tough to give, say, Pleasanton, which is 

	22 
	22 
	CHAIRMAN SHAPIRO: 
	Well, I don't know if that's -
	-

	22 
	one of the major fairs up there, fewer days than they have 

	23 
	23 
	I mean right now as we sit here they are the only track 
	23 
	had and absent some data showing that they're not putting on 

	24 
	24 
	operating in the state. 
	So there is no simulcasting and it 
	24 
	a good program, which maybe you have. 

	25 
	25 
	was purposely chosen to be a date because in likelihood the
	25 
	MR. COUTO: Again, Drew Couto, Thoroughbred Owners

	TR
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	of California. If I could share with the Commission how much time and effort was put in by everyone involved in this process, both the racing associations, the fairs and the horsemen. 
	CHAIRMAN SHAPIRO: And us.
	 MR. COUTO: Yes, absolutely, and the Horse Racing Board. And I think we were shepherded quite well by the dates committee and the strategic planning committee and we appreciate that very much. But they gave us a task and we sat together on numerous occasions and worked through a number of iterations of calendars. Everyone conceded dates they didn't want to but we worked together for the greater good. 
	The idea was to reduce some of the racing opportunities in the hopes of consolidating inventory and increasing field size overall for everyone, not simply a certain fair or a certain racing association but for the entire circuit. 
	We came down to this issue on the fairs and there were varying views about how to solve it. When I think the collective wisdom of the group was to leave some flexibility to the fairs because they actually understood their system better than the rest of us.  To leave some flexibility to the fairs to develop this model that they put in front of you.
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	Which again, given the assignment, we all felt, we still feel that it is the best calendar for Northern California for 2007. Time will tell if we made the right assumptions or not but no one is completely happy. That's a good sign of a compromise and I think we've got one that we hope the Board will support. We think it will improve racing overall in the northern zone for next year, thank you. 
	COMMISSIONER HARRIS: Am I understanding this correctly that Stockton will run completely non-overlap this year? 
	CHAIRMAN SHAPIRO: Yes. 
	MR. COUTO: That's correct. That was one of the primary objectives was to get fairs that had traditionally been overlapped out from under the overlap to give them an opportunity to prove how viable they are on their own. And in order to accomplish that other concessions and other manipulations had to be undertaken. But yes, Stockton is out from under overlap. 
	COMMISSIONER HARRIS: It just seemed inconsistent. I know there's counter-arguments that you completely non-overlapped Stockton but you didn't change the overlap of Fresno at all. 
	MR. COUTO: Well it may look inconsistent but the question was the continued viability of two fairs in the
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	north, one of which is Stockton.  Fresno is not one of those in which the continued viability is in question. So we know that Fresno is going to be around. We wanted to give Stockton its greatest opportunity to succeed on its own if it's possible and that meant we had to clear it and not Fresno. 
	CHAIRMAN SHAPIRO: John, Commissioner Harris, if I can just add. The logic was, put up or go away and we dealt with this. In the case of Vallejo and Stockton this is their year to show that they can be viable. We took away all the obstacles. We said, okay, you've said it's because of overlap, you've said it's because of this. And they have agreed that if they do not have significant improvement they are not coming back to ask us for dates. 
	COMMISSIONER HARRIS: I wouldn't bet on that. 
	CHAIRMAN SHAPIRO: Well, then let's have them come up and -
	-

	COMMISSIONER HARRIS: Can we get a commitment from somebody on that? 
	MR. BARKETT: Mr. Shapiro, putting on my Vallejo hat. Stockton has made commitments in the nature of what you stated. 
	COMMISSIONER HARRIS: Can you restate that. 
	MR. BARKETT: And they, you know, Mr. White is here.
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	CHAIRMAN SHAPIRO: Perhaps Mr. White can come up. 
	MR. BARKETT: The characterization of Vallejo is not accurate. Vallejo is in the process of trying to determine whether it can make significant investments in its facilities or not. 
	CHAIRMAN SHAPIRO: I stand corrected. 
	MR. BARKETT: Okay. 
	CHAIRMAN SHAPIRO: You are correct. I believe the commitment from Vallejo is that by this time next year you will be in the position to demonstrate a plan of action to improve your facility such that it can be a viable player. If you cannot prove and show a plan of action that includes the money then you are not going to ask for dates at that time until you can do it for racing at Vallejo. Is that correct? 
	MR. BARKETT: That is pretty close to correct. We commit we are going to come back with a plan. The reason, the reason that I am equivocating is because words can be used to mean things that weren't understood between the parties. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. BARKETT:  We have committed to coming back with a plan for significant improvements to our facility. 
	CHAIRMAN SHAPIRO: Okay, but wait a minute. That commitment must include an action plan that shows that it
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	isn't just a nice rendering that is on an a piece of paper but rather we have the money, here is the source of the money, this is what we are going to do and this is when we are going to do it by. Because if you are just going to come back with some beautiful renderings that is not going to fly with us. 
	MR. BARKETT: We agree. We will have an action plan if we are going to go forward. 
	CHAIRMAN SHAPIRO: Okay. And if you don't have an action plan then you understand and you are accepting that this Board may likely not award or entertain dates at Vallejo until there is such a plan or we can see that Vallejo can contribute to the betterment of horse racing better than it does today. Is that correct? That would be a yes, thank you.
	 MR. BARKETT: Yes, that's correct. And I would say, Mr. Chairman, that I am hopeful that we will be here even sooner than you would anticipate with something. 
	CHAIRMAN SHAPIRO: And we are too. And we are too.  Now perhaps Mr. White can weigh in. Mr. White, did I not characterize it properly that what we agreed was to give you 2007 un-overlapped.  This is your chance to show that Stockton is going to do great things.  But if you don't you are agreeing that you understand that we are not going to look to allocate dates to Stockton in 2008.
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	MR. WHITE: Yes and --Yes, but. 
	CHAIRMAN SHAPIRO: Yes. Let's not do that yes and no thing. 
	MR. WHITE: Yes, and it's just a question of what is significant. But I will say that this is the commitment and I will agree with you. 
	CHAIRMAN SHAPIRO: Right. 
	MR. WHITE: That we're going to, you know, get unoverlapped. We're going to make a commitment to do the best job we can.  If it is acceptable then we hope to stay in our same dates. If we're marginally successful, we've talked about that we would move if Bay Meadows went away possibly to the September dates to free up the early summer. And if we are not marginally even better or if it's bad then we would look at some sort of consolidation and then going out of business as a live track, yes. 
	-

	CHAIRMAN SHAPIRO: All right. Then I am going to assume that was a yes.
	 MR. WHITE: Yes. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. WHITE: And we have also pledged that any additional revenues that we do make from this year forward if we stay in business will automatically be put back in the facility. So we will be revenue neutral. Whatever we generated last year will be our base. Anything above and
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	beyond that will automatically go back into improvements 
	against a loan for major improvements. 
	CHAIRMAN SHAPIRO: Right, thank you. 
	COMMISSIONER HARRIS:  I'm not sure that the Board is aware of this but so much of the revenue from any track is derived from the hosting, of being the host for all the other revenue going on in their zone. That's the reason that tracks don't like to be overlapped is they either don't get any of it or they don't get part of it. So it's a huge revenue swing if you get overlapped or you don't get overlapped. 
	VICE CHAIRMAN MORETTI: Well I think that's why, I mean we asked the fairs, we told them we want to work with them, we want some creative thinking. We wanted to give a block of time to the fairs so that they could make some suggestions as to what would be best for them.  And I thank you for coming back with your calendar and I would be willing to support their 74 days. 
	MR. BARKETT: Well thank you. And I thank Mr. Harris for reminding me of something I forgot to make clear.  And that is, of those three days that the fairs have agreed to not race they will be considered as the host for that day, the host signal. I just wanted to clarify that. 
	CHAIRMAN SHAPIRO: Right and that's true. 
	MR. BLOENIG: Mr. Chairman and members, Ron
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	Bloenig on behalf of the Alameda County Fair at Pleasanton. I am here to ask that Pleasanton not be reduced to ten days but to stay at eleven days, which would be, in effect, endorsing the plan offered by Mr. Barkett. Pleasanton is in a different situation, I believe. 
	CHAIRMAN SHAPIRO: Mr. Bloenig? 
	MR. BLOENIG: I believe that Commissioner Moretti just made a motion that would allow that to occur. So why don't you hold on a second and let me see if there is a second.  You may not have to go into your -
	-

	COMMISSIONER AMERMAN: I second the motion.
	 CHAIRMAN SHAPIRO: There is now a second. 
	COMMISSIONER HARRIS: What was the motion? 
	CHAIRMAN SHAPIRO:  The motion was -
	-

	VICE CHAIRMAN MORETTI: My motion is to adopt the -
	-

	CHAIRMAN SHAPIRO:  To adopt the plan that Mr. Barkett brought forward. 
	VICE CHAIRMAN MORETTI: As an adjustment to the two, the proposed Northern California fairs and the alternative. The adjustment made by the fairs. The suggestion is to give them the 74 days, which would allow Pleasanton to have their days. 
	COMMISSIONER AMERMAN:  It's what you proposed. 
	COMMISSIONER HARRIS: But not --I didn't like the
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	cap on total races run part of that. Can we take that out? 
	CHAIRMAN SHAPIRO: i'm willing to take that out and I would just ask that there be prudence used in the number of thoroughbred races that are scheduled. I don't think we are going to sit here and argue over eight races a year. 
	COMMISSIONER HARRIS: No. 
	CHAIRMAN SHAPIRO: And I don't want to get bogged down in that. 
	COMMISSIONER HARRIS:  That could well be part of the horsemen's agreement. 
	CHAIRMAN SHAPIRO: Right. 
	COMMISSIONER HARRIS: They could put it back in if they want to but it's not a Racing Board thing. 
	VICE CHAIRMAN MORETTI: I'm willing to amend the motion. 
	CHAIRMAN SHAPIRO: Okay, the motion is now amended. I am going to call for the question, Mr. Couto. 
	MR. COUTO: I just want to clarify. Unfortunately we are not able to make it a term of the contract, it's prohibited by law. It's prohibited by law, thank you. And we already do have caps in every, in every application and every license you already have a cap in there on the average number of races that are permitted to be run So by agreement of the industry we have agreed that we were going
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	to eliminate those dates. 
	And again, you can second-guess us but it is something that we felt was going to help the inventory issue and everyone has worked out an arrangement where we'll do this. And God bless us if we have too many horses next summer. I think we'll all be thrilled to know that we did the right thing. But we're, again as a group, as the industry, we are very comfortable with the proposal we put forward, including the caps. 
	CHAIRMAN SHAPIRO: Thank you. Is there any other -
	-

	COMMISSIONER AMERMAN: Make the motion again. 
	VICE CHAIRMAN MORETTI: I'm amending it back, thank you, Drew. 
	CHAIRMAN SHAPIRO: All right. Are you withdrawing your motion? 
	VICE CHAIRMAN MORETTI: I'm withdrawing the second motion and coming back to the first one. 
	COMMISSIONER HARRIS:  Could I do an amendment to the second one? (Laughter) 
	COMMISSIONER AMERMAN: Essentially what we're, essentially what we're saying, we're accepting what the horsemen came back to, and so forth.
	 COMMISSIONER HARRIS: It just seems inherently unfair. There is no one here from Fresno. They don't make
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	 74
	 74

	 1 
	 1 
	enough money to afford to even get down here because they're

	 2 
	 2 
	never hosts. (Laughter) But it just seems inherently --I

	 3 
	 3 
	would go for the plan if Fresno is excluded from any caps.

	 4 
	 4 
	We don't believe in quotas in Fresno. 

	TR
	CHAIRMAN SHAPIRO:  Fine, I tell you what, okay,

	 6 
	 6 
	all right. I believe that there is a motion, and God

	 7 
	 7 
	willing I get this right. That we will accept that there

	 8 
	 8 
	will be 74 days of fair racing along with the calendar that

	 9 
	 9 
	incorporates Golden Gate and Bay Meadows that are presented 

	TR
	and that there will be six less thoroughbred races so that 

	11 
	11 
	Fresno does not have to cut any race dates. Is that okay? 

	12 
	12 
	COMMISSIONER HARRIS: Well that Fresno racing is 

	13 
	13 
	not subject to the cap. 

	14 
	14 
	CHAIRMAN SHAPIRO: Fine, Fresno is not subject to 

	TR
	it and we will adjust the number of races that are cut to 

	16 
	16 
	six, not eight. 

	17 
	17 
	COMMISSIONER HARRIS: Other places, other places 

	18 
	18 
	if you want. 

	19 
	19 
	CHAIRMAN SHAPIRO: Okay? Is that acceptable to 

	TR
	everybody? I'll call for the motion. All those in favor? 

	21 
	21 
	(Ayes) 

	22 
	22 
	Opposed? There are none. 

	23 
	23 
	COMMISSIONER HARRIS: Thank you. 

	24  
	24  
	CHAIRMAN SHAPIRO: Hopefully the court reporter 

	TR
	will get that.

	TR
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	MR. BLOENIG: What about my speech? 
	CHAIRMAN SHAPIRO: You've got your day, you've got your day, okay. Okay, all right. 
	Now we are going to deal with the Southern California thoroughbred calendar. And I would ask on this that given the amount of dialogue that has taken place on this I would prefer that unless somebody has something new to offer that we try to limit the discussion on this item so that we are not just repeating what I believe everybody has seen or heard and that this doesn't go on for hours. 
	I am not looking to restrict anybody from their ability to discuss it but the committee came forward and put together a calendar. I would like to, however, amend the calendar that is under consideration.  And therefore if you have a calendar I suggest you take it out. I would like to amend the committee's calendar so that the calendar that the calendar that would be adopted would read as follows:
	 Santa Anita, in addition to all of the dates that the committed recommended would also be allowed to race on December 28, January 10, and they would retain the week of the 18th, 19th, 20th, 21st and 22nd. 
	VICE CHAIRMAN MORETTI:  Of what? 
	CHAIRMAN SHAPIRO: Of April, sorry, thank you. Hollywood Park would also race on Wednesday, May 23rd, July 2nd, July 16 and December 17th. The reason for these
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	modifications are an effort to try and lessen the financial harm to either Santa Anita or Hollywood Park. And clearly I want to acknowledge the great appreciation I personally have, and I believe all of us have, with respect to Hollywood Park moving forward and putting in the cushion track. It is unfortunate that there is a squeeze week. It is unfortunate that we cannot in this year accommodate all of the traditional 17 weeks allocated to Santa Anita and 13 weeks allocated to Hollywood Park. 
	I would also like to include in the motion that as we look to 2008 that if Santa Anita has not installed a synthetic surface by this time next year, or if they have not commenced construction or replacement of barns, of ten barns in their barn area, that this week, the week that has been subject to the controversy, be allocated to Hollywood Park in 2008. And I would like to make that in the form of a motion and if there is a second and then we can discuss it. Is there a second for that? 
	VICE CHAIRMAN MORETTI: I'd be happy to second.
	 CHAIRMAN SHAPIRO: Second. Is there anybody that now wishes to comment on the motion for the -
	-

	COMMISSIONER HARRIS: Could we on the Santa Anita portion? It seems like we have made a big effort to eliminate some of these six day weeks and I agree that the dates re-inserted make sense for Santa Anita, the 28th and
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	the 10th. But I think we should consider dropping January the 17th, which is the Wednesday after Martin Luther King Day, and also January 24th, which is the Wednesday after Presidents Day. 
	Because generally the weather, you know, can be pretty rainy in January and February and we do get short fields about that period. I just think it would take a strain off of the population to just have five day weeks rather than six day weeks. And especially if Santa Anita is picking up what is now called the swing week. They in the total picture aren't really damaged by going to five day weeks. 
	CHAIRMAN SHAPIRO: Okay. We can take that under advisement. Again, I am not trying to preclude anybody from addressing this issue. All I am doing is saying that the Board has received an enormous amount of input from everybody concerned. On the other hand, if anybody feels they have the need to present their case they should not feel unwelcome to do so. 
	COMMISSIONER HARRIS: I am not clear on --I basically understand your proposal, which I think has got merit. But on the covenant that we are putting on Santa Anita, I'm not sure if we can really do that other than just the goodwill of the Board. 
	CHAIRMAN SHAPIRO: Well I think that, as I've
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	 78
	 78
	 78

	 1 
	 1 
	learned from going through this process, that I think that

	 2 
	 2 
	we, if it's included in a motion it will provide the Board

	 3 
	 3 
	next year some guidance in terms of determining what the

	 4 
	 4 
	Board's intention was. And I believe that it would be

	TR
	 helpful and I would like, in fact, to see that there is

	 6 
	 6 
	support for this from everybody so that there is a clear

	 7 
	 7 
	understanding for 2008.

	 8 
	 8 
	COMMISSIONER HARRIS: It's a good idea if they, if

	 9 
	 9 
	we could -
	-


	TR
	COMMISSIONER AMERMAN: It really doesn't put any 

	11 
	11 
	pressure on Santa Anita that they haven't put on themselves. 

	12 
	12 
	Mr. Charles stood up there and said that he was going to put 

	13 
	13 
	in the synthetic track during the Del Mar Meet this coming 

	14 
	14 
	year so that part of it is done. 

	TR
	And the other side of it is the age old question 

	16 
	16 
	of the barns and I do think there has to be some carrot and 

	17 
	17 
	some stick in here. If we don't tackle this issue it keeps 

	18 
	18 
	 getting pushed out and out and out.  This goes back far 

	19 
	19 
	beyond Magna. It certainly is now 2006 and Magna has had 

	TR
	this operation for eight years and now we're just saying 

	21 
	21 
	we've got to go to the city council to explain what the 

	22  
	22  
	problems are and get their approval. It seems to me we need 

	23 
	23 
	to have something in place that we can look at and say, well 

	24 
	24 
	you did it or you didn't do it. 

	TR
	COMMISSIONER HARRIS: It would be good if we could

	TR
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	define what the ten barns --I was just a little concerned we'd get down the road and they'd say, well we're thinking about ten barns. But it's got to be something defined that they really do -
	-

	CHAIRMAN SHAPIRO: Well that's why I tried to articulate it very carefully, which was that they must have pulled permits, they must have commenced construction on ten replacement barns by this time next year. This is not going to be where, you know, well we're down there and we're in the planning department. Well too late. 
	Hollywood Park stepped forward this year, they put in the cushion track.  They have demonstrated very good faith in doing that. I feel very badly that we have a squeeze week this year. But nonetheless I want to really put the pressure on Santa Anita to perform. And if they don't perform then this should clearly demonstrate in the record that it was the intent of this Board that next year this would go to Hollywood Park. 
	COMMISSIONER AMERMAN: And I think as a token of our commitment to what Santa Anita says they are going to do and will do I think we should leave the dates in in January that were proposed. We've got to give them the opportunity to build on what they did last winter season, which was up substantially. None of us clearly are weathermen, we don't know what's going to happen, and obviously weather does
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	affect us to some degree. But I think the challenge is on Santa Anita's shoulders to continue the upward --And if we take away their --because I think it's going to hurt us. 
	COMMISSIONER HARRIS: Maybe in total. But I think clearly that going to five day weeks will increase the average handle and attendance, not decrease it. That argues for taking it away. 
	COMMISSIONER AMERMAN:  Yes. 
	COMMISSIONER ANDREINI: Well, you know, the swing week is a swing week.  I mean, but, you know, I have a suggestion. In the spirit of compromise why don't we just give -- I don't have the schedule here.  But why don't we give Santa Anita December the 28th, the January the 10th and the January the 24th and April the 16th and give Hollywood Park the 21st of April, the 22nd, May the 23rd and July the 3rd. I mean, it's a simple way to do it.  You cut that week up. You give Santa Anita their days and Hollywood Pa
	 VICE CHAIRMAN MORETTI: I'm sorry, John, could you just repeat those dates. 
	COMMISSIONER ANDREINI: I'm sorry, yes. If you added to Santa Anita December the 28th. 
	COMMISSIONER HARRIS: Right.
	 COMMISSIONER ANDREINI: January the 3rd, January
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	the 10th, Wednesday, February the 14th and April the 16th. And you'd delete from Santa Anita April the 20th, April the 21st and April the 22nd. That would give them at 86 days. If you add to Hollywood Park April the 21st, April the 22nd, May the 23rd and July the 3rd that would give them 64 days. 
	VICE CHAIRMAN MORETTI: And not December 17th? 
	COMMISSIONER ANDREINI: December the 17th, excuse me. Yes, that would be added too in 2006. 
	COMMISSIONER HARRIS: I guess the big issue is the weekends. 
	CHAIRMAN SHAPIRO: Yeah. I think that with respect to that, I appreciate that, Commissioner Amerman, but I think the big issue here is the weekend. And unfortunately I can tell you that, you know, I have had lengthy discussions with the good people at Hollywood Park and Santa Anita trying to find a way to do what you talked about.  The part that is coveted is the weekend because they get three or four times as many people and thus the profits. 
	And so what I would suggest is there is a motion and a second, we are in discussion. If it fails and you want to come back and consider that then we certainly can.
	 COMMISSIONER AMERMAN: All right. 
	CHAIRMAN SHAPIRO: Is there any discussion from the audience? I have a lot of cards here. So, Mr. Fancher.
	 MR. FANCHER: My name is Terry Fancher. I head
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	the company that is the owner of Hollywood Park and Bay Meadows and I would like to take a moment to address and really frame the discussion we're having a little bit. And I think the comments that I'd like to make I think will fulfill your request. It really probably will bring a little different perspective or a new perspective from what you may have already taken into account. So I'd appreciate --And then after I get done perhaps Mr. Liebau could also address the situation a little bit. 
	I want to take a moment to explain how it is I happen to be standing here today on behalf of Hollywood Park. Because I think it speaks so much to what you are considering today and I think it would be so helpful if you could be thoughtful of the context of all of this. 
	We became the owners of Bay Meadows almost ten years ago in 1997. And through the early part of our ownership I had a relatively small role in all of this other than being in charge of the company but the racing side of things was really under Mr. Liebau. And I would take exception, and I won't take us too far off track, but our wonderful friend Mr. Dimarco to suggest that Magna came to rescue Bay Meadows from closing in 2000 was really not an accurate portrayal whatsoever of what happened. But that's a lit
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	What I want to explain to you is that during the year prior to our purchase of Hollywood Park, and we purchased Hollywood Park, we announced the purchase July a year ago.  So in July of 2005 and we actually closed the purchase in September of 2005. In the year prior to that I was very active in Sacramento in public affairs activities with other owners and other constituents in the racing industry trying to do things that we could do to help the racing industry. It's been no secret for some number of years t
	And during those years I forged a relationship with Rick Baedeker, who is the senior person in charge of Hollywood Park. And through Mr. Baedeker with others back at Churchill Downs, the owner of Hollywood Park. And something became apparent to me and that is, they had given up on the state of California.  They really had developed a point of view --And, you know, we hear so much that is talked about how hard it is to do business in the state of California. And for those of you who only do business here you
	And that is very much what Churchill Downs had developed a point of view of. And when I observed that, the
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	way I observed it was that some of the initiatives we were taking to press the industry, the racing industry's goals and needs and so forth where we needed the support of other owners we found that Churchill Downs wanted to be there. They wanted to be helpful but they were just giving up. They just thought it was hopeless. And I found that I didn't think we could be effective if we didn't have a very enthusiastic and strong commitment by the owners of Hollywood Park to press for some of these initiatives th
	And it was really for that reason that I flew to Kentucky and that I met with Tom Meeker and I met with the leadership there. And I said, you know, this isn't going to work if you guys aren't behind it. And if you aren't behind it why don't we take over your track. And if you're worried that you're going to be leaving something on the table in terms of some kind of thing that might save racing, you know what, if we can get it done come back in, you can buy our interest back from us. 
	That is the genesis of the whole idea of why we have a buy-back arrangement.  Because I was concerned that through their lack of confidence, and frankly their being just, becoming increasingly displeased. I'll just choose my words carefully, with their experience of doing business in California, that they were throwing in the towel. And by
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	throwing in the towel they were going to take our whole industry down because we needed somebody on behalf of that important, major track to be willing to step up, to put their checkbook on the table, to put their senior executives on the table and to show up in Sacramento and say, this just won't do. 
	And as it turned out we ultimately did effectuate a transaction where we did purchase Hollywood Park. As I said last July, July 2005.  Not this July but July a year ago. And we did have an arrangement with Churchill that very much was part of our purchase.  That we said, provided we receive our historical allocation of race dates, provided we receive our historical allocation of race dates.  Which is what you are talking about not doing today.
	 We will commit to run the track for a minimum of three years. We didn't say a maximum of three years, we said a minimum of three years.  And what we also said is we are going to be a leader during that time period in trying to save the racing industry. We will be at the forefront of trying to save the racing industry. 
	And that is what we have done. There is no issue here about unfulfilled promises and unkept promises. You are not talking today about Hollywood Park not having a synthetic racetrack. We said that day, long before you enacted anything requiring it. We said that day we would
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	install a synthetic track. That was part of our public announcement when we announced the purchase in July 2005 for any action you have taken. And we just fulfilled that promise. We just went and did it. And we said that day that we would be leaders in Sacramento. 
	Now why am I telling you this? There is a point, of course, that we will come to in a moment, but I want you to understand a little of what we have been doing. We have spent --I couldn't even begin to tell you how many millions of dollars trying to help the racing industry in California. And I really take umbrage, Mr. Shapiro, at the references you repeatedly made that Bay Meadows will close on such and such a date or Hollywood Park will close on such and such a date. You have no idea. You just really don't
	 We have said that Hollywood Park will not close before such and such a date. And we have said that exactly so that people understand we have a period here where we should all work together and see what we can do to help racing. Now why on earth would we spend eight, nine million dollars that we didn't have to spend on a synthetic racetrack? Why would we spend the millions of dollars we spent on independent expenditure committees, on various lobbyists, many of whom are in the room, and frankly, many of whom
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	 87 if we were committed to closing this racetrack or closing these racetracks for a dead certainty? 
	Now I'll tell you what we are committed to. If the racing industry economics don't improve the racetracks in all likelihood will close. That is a very likely thing. But the point we are trying to make is, we're going to give it everything we have. And we are going to give it everything we have with or without your support and with or without the support of the TLC and with or without the support of Magna or the unions or anyone else. We're going to try to save the racing industry. We put our money where our
	 Now what are you talking about doing today? You're talking about kicking in the teeth the one ownership that has been up here pushing things as hard as they can push it. And I don't mean that we are the only people. I don't mean that other people haven't done things as well, they have. But there is no one who has more. There is no one who has done close to what we have done. 
	We filed a lawsuit. I'm a personal plaintiff in a lawsuit.  I'm the only person in the racing industry that was willing to personally put his name on the line to challenge the compacts, the Indian compacts that were enacted several years ago now that would have, that would have impeded the racing industry in detailed ways. I was at
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	the forefront in Sacramento personally in August when the session was coming to an end and we formed an alliance with labor. And between the racing industry and labor we managed to block these Indian compacts that would have done great damage to the racing industry.
	 And there was a considerable pressure put on me to back down I just thought about, well how do we do business here at our company? We're not going to back down at the moment right here when we are going to be creating great harm to our friends in labor who are, frankly, one of the only reasons we were there getting the attention we were getting, because we had an alliance. I figured if there was a time to compromise the time could come later. 
	And by the way, when I asked what was being offered to us it wasn't enough. Now by the way, despite the fact that there is some fairly public tensions between our company and the TOC I would say at this point they have probably gone beyond institutional tensions and have a personal dimension to them. And not by me toward them, let me just say. 
	But despite all that, when we were up in Sacramento and we were in I believe either the Governor's Office or one of the offices we were in and people said, well where would you have the mitigation payments go I was the first to say, well they should go first to purses.
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	We've got to get purses up. At that point there was a talk of, you know, I don't even know if it's appropriate to use the numbers but fairly large, round numbers. 
	And I said, let's have the first third go to purses, the second third go to tracks and the last third split so that hopefully we end up 50/50. But it was on a percentage basis and you know if the percentage never gets above a certain level the purses will get the money. Because you know what, if we don't fix the purses we aren't going to have tracks anyway. 
	And I said that and I took that position despite the fact that we had all this tension with the TOC. And I think they were surprised and frankly they've --and I appreciate that they thanked me for that position and that is our position today, despite the fact that we continue to have tensions with the TOC. 
	So as you consider what to do here today.  And let me tell you another, let me give you one other example. We have organized and have now invited all the new elected members of the Legislature to a conference that we are sponsoring during the period, during July --Not July. During December, after the elections and prior to the beginning of the Legislature. So they can be introduced to the issues involving horse racing. When has that ever been done before? Who is footing the bill for that?  We are.
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	Who took the initiative to do that? We are. And are we the only person that are going to speak there on behalf of the racing industry? No, others will be invited as well. 
	These are just examples. There are too many examples to tell you. Earlier this week I was contacted by the leadership of the Legislature because they are concerned because a couple of key races look like they're slipping away and they may lose people that are supportive of the racing industry. Or they may have a chance to take out people that have been opponents of the racing industry and they needed help. They needed help financially with these races. Who stepped up?  We stepped up, we wrote the checks. 
	So when you consider the swing week, Mr. Shapiro, you used the term financial harm. Yes, you are considering imposing financial harm on one of the two companies here, one of two companies. And the system that was devised several years ago was that there would be a rotation of this harm. By the way, why does this all come about?  Because people don't want Del Mar to race after Labor Day, which I understand. Because the horsemen wanted Christmas week, which I understand. We're not disputing those things. And 
	The idea today that you would decide not to do
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	that but to impose all the harm on Hollywood Park is a good example of why the largest racing company in the country, Churchill Downs, is no longer doing business in this state. And if that is the way you are going to reward this ownership you can rest assured we haven't had the last discussion about this today. Because we are going to be displeased and we are going to be expressing our displeasure and using our resources that could be being used for the betterment of the racing industry to instead call to 
	I urge you, I strongly urge you, please don't do that. Please take into consideration the role we have played as good citizens for the racing industry. Please take into consideration the amount of money you would be allocating to our company versus Santa Anita is not, is far exceeded by the amount of money we have been spending to try to help this industry. At this point it is a matter of principle, it's not the money. 
	And by the way, I haven't even mentioned the synthetic track. The fact that you have a chance to have horses running on a safer track in the year that we stepped up. There was nothing barring Santa Anita stepping up, they could have done it. I urge you, please consider what the impact would be of your decision today and I hope you will not make the decision to penalize Hollywood Park. Thank
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	you. (Applause) 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. ENGLISH: Good morning, Chairman, committee members. My name is Rick English. I am a fan, a racing fan and a CPA. I have been a horse racing fan ever since high school when I remember reading Herald Examiner and seeing the pictures of the horses coming in and getting off the trains and being loaded into Santa Anita to race there. Even watching the race results and seeing your sombrero in the Herald from day to day.  Taking my Christmas presents in the day after Christmas to exchange them for cash so I ha
	I am also a CPA and I have been reviewing their financial statements and my following comments are based on the last two quarters' financial statements that Magna has filed with the SEC. For the first six months of this year Magna's losses from continuing operations were $25 million. That includes the record Santa Anita meet. That is a $3 million loss worse than the prior year. 
	Historically their statements say the second half of the year is worse. Their numbers have been so bad that the last two quarterly financial statements their auditors issued what is called a going concern qualification. And
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	that says in part: "Accordingly, the company's ability to continue as a going concern is in substantial doubt and is dependant on the company generating cash flows adequate to maintain operations and to pay its secured and unsecured creditors." 
	Reading through their balance sheet I note that Santa Anita is a party to a secured loan that was $66 million on June 30 of this year.  It matures in October of '07 and it can be extended for two years.  It goes on to say the loan is guaranteed by the Los Angeles Turf Club and secured by the first trust deed on Santa Anita Park and surrounding real property. 
	There is another line of credit for $50 million that Magna has that says it is a revolving line of credit that matured in July of '06. They haven't said what they have done with it. That is secured by a first trust deed against Golden Gate and a second trust deed against Santa Anita. 
	During this year the CEO resigned, of Magna resigned in March, was replaced by Frank Stronach and nobody has been named in the interim. October 13 of this month the COO resigned. During the year a member of the audit committee resigned and the SEC has told Magna that they are not in compliance with SEC regulations and requirements. Magna's long-term credit facilities have matured and are
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	being rolled over in three-month increments. 
	Their most recent statements also indicate talk about Gulfstream and they just received approval for their slot machines. There is a subsequent event footnote that says, the Gulfstream financing will be amended to introduce a mandatory annual cash flow sweep of not less than 75 percent of the cash flow from their operations after permitted capital expenditures and debt service. Everybody is squeezing them on their cash flow.
	 Again, the company is in such --Their own financial statements say that the company's ability to continue as a going concern is in substantial doubt.  They can't make representations they will be here three years from now according to their own financial statements whereas Hollywood Park just has. 
	And my final comment is, I am not sure, maybe the company will have comments, but the fact that Magna is in such bad state, what affect does that have on X-press bet being an ADW company and holding tens of millions of dollars of California money? I'd be happy to try to answer any questions or comments you have. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. DARUTY: Ladies and gentlemen of the Board, my name is Scott Daruty. I'm with Magna Entertainment, I am appearing on behalf of Santa Anita Park.  If you indulge me
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	for just one minute I have a PowerPoint presentation.
	 CHAIRMAN SHAPIRO: Are you ready? 
	MR. DARUTY: Yes.
	 CHAIRMAN SHAPIRO: Okay. 
	MR. DARUTY: Thank you for that indulgence. In preparation for today's meeting we at Santa Anita Park put together a PowerPoint presentation for you.  But I would like to take a moment before we turn to that and just mention a few things that we at Santa Anita Park did not do in preparation for today's meeting. We did not hire a bunch of lobbyists to go run around Sacramento and try to get legislators to exert influence over this Board. Legislators, by the way, who as well-intentioned as they may be, were on
	Another thing we didn't do in preparation for this meeting is we didn't threaten the industry by saying that if we don't get our dates it is going to lead to the early demise of our racetrack. We haven't tried to intimidate this Board by implying we have the political pull to get members thrown off if they don't vote our way. We haven't even threatened a good, old-fashioned lawsuit.
	 And why not? Because those things are all very divisive to this industry and we are a long-term player in
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	this industry. Now sure, if we were a land development company looking to squeeze the last dollars out of a racetrack before we get our entitlements we might be willing to use scorched earth tactics. But that is not us, we are a racing company.
	 And as important as this 17th week is to Santa Anita and as firmly as we believe we should get it we are not willing to drag this industry down just over a fight on one week. Now what is this fight about?  I mean essentially the strategic planning committee spent many months and a lot of effort listening to testimony and analyzing information. And this committee decided that Santa Anita should open on Tuesday, December 26 and run 17 full weekends.  And that's key, weekends. Remember, this is a business tha
	So the committee's proposal has us running 17 full weekends. We close on Sunday, April 22nd, for a total of 84 live racing days. That allocation is absolutely consistent with the historical allocation of race days to Santa Anita. Now some might have you believe that this is, you know, a better calendar for us than we deserve but that is not true. 
	In 1980 the Legislature of the state of California
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	passed allowing Santa Anita to expand to a 17-week meet. And in every year since then for 26 years, with two small exceptions I'll talk about in a minute, we open on December 26 and we run 17 full weekends. And by the way, over that 26 year period we have averaged 87.5 race days per year and we have never run fewer than 83 days. 
	Now let's think about --I recognize there has been some discussion today about adding some dates but when we walked into this room this morning we were scheduled to get 84 race dates for 2007.  That's three and a half days less than our historical average. It is only one more day than the absolute minimum we have ever run in the last 26 years. This calendar, this proposed strategic planning committee calendar is no great windfall for Santa Anita.  We accept it, we'll live with it, but it is no great deal fo
	The two exceptions, in 2000/2001 Santa Anita voluntarily conceded a week in order to create the Christmas break. Now that was an experiment. We continue to support the horsemen in their desire for a Christmas break but it should not come at the expense of Santa Anita. 
	The only other exception was 2005. There was a big battle over race dates that year. And what we were arguing, what Santa Anita was arguing in 2005 was that we should get 17 and a half weekends. See, there was a quirk
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	 1 
	 1 
	of the calendar in 2005. Christmas Day fell on a Saturday

	 2 
	 2 
	so our opening day was a Sunday. And we wanted to open on

	 3 
	 3 
	that Sunday and we wanted to run 17 additional full

	 4 
	 4 
	weekends. And the Board ultimately decided that was not 

	TR
	appropriate, that we were asking for too much. The Board in

	 6 
	 6 
	a compromise that year allowed us to open on our Sunday and

	 7 
	 7 
	run 16 full weekends. In essence we ran 16 Saturdays and we

	 8 
	 8 
	ran 17 Sundays. We ran 16 and a half weekends.

	 9 
	 9 
	Now that compromise came at a significant cost to 

	TR
	Santa Anita and a significant cost to the industry. And as 

	11 
	11 
	much as we would all like to find a compromise, and I say 

	12 
	12 
	that in all seriousness, we would love to find a compromise 

	13 
	13 
	this year. That particular compromise will not work because 

	14 
	14 
	it only works in years where December 26 falls on a Sunday.

	TR
	 Now let's get one thing straight. We have heard 

	16 
	16 
	talk about a swing week. There is no such thing as a swing 

	17 
	17 
	week. There has never been a swing week. There is 

	18 
	18 
	absolutely no historical precedent for the swing week. 

	19 
	19 
	There was one statement thrown out by the TOC at a race 

	TR
	dates committee meeting that maybe this week should swing. 

	21 
	21 
	But if you listen to Mr. Fancher you would have 

	22 
	22 
	thought that in 2005 Santa Anita lost the week, in 2006 

	23  
	23  
	Hollywood Park lost the week, so in 2007 let's swing back 

	24 
	24 
	and Santa Anita should lose it. Hey, they took their lumps 

	TR
	this year, we should take them next year, right? What's

	TR
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	fair is fair. 
	Well that's just not the case. Again, 2005 was a quirk of the calendar. We ran 16 and a half weekends. Okay, that's not precedent for anything.  And last year during a race committee meeting, a race dates committee meeting, Mr. Liebau got up to the podium, and his group hadn't even purchased Hollywood Park yet, but he got up to the podium and he argued that they should get all of their weeks last year. He argued against the swing week. 
	I don't blame him for doing that. He was looking out for his interests. He was trying to get as many dates as possible.  But if there was some protocol, if there was some procedure that this week always swung we wouldn't have even had that discussion last year.  We had the discussion last year because there is no such thing as a swing week.
	 Now let's suppose for a minute that this board decides to just completely ignore the unanimous recommendation of the strategic planning committee. All the time, all the effort, all the energy, all the meetings, all the analysis that they did to reach their conclusion, their three-to-nothing unanimous conclusion. 
	Let's just throw that out the window and take Hollywood Park's position. Santa Anita would lose a week. We would run 79 race days, 79.  That's eight and a half days less than our historic average. That's actually a ten
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	percent decrease in Santa Anita's days. It is also four days less than the shortest meet we have ever run since the enabling legislation. Talk about financial impact. 
	Let's look for a minute to the economic effects of your decision. If you were to take our 17th week and give it to Hollywood Park --And by the way, let me say it because this is important. We don't have anything against Hollywood Park, okay. We are not trying to steal their dates. Have they worked hard? Sure. If the calendar could accommodate everybody's week we would gladly take our 17 weeks and let them have whatever they want.
	      Unfortunately that is not the case and this industry is faced with a difficult decision. So in making that decision we think one of the factors you should consider is the economics. And the appropriate economics -I saw an e-mail sent around yesterday by Hollywood Park that tried to compare the end of our meet to the beginning of their meet and that analysis included import handle. 
	-

	Well, let's talk about that for a minute. Any comparison of the actual economics of should this meet be at one facility or the other needs to exclude import handle. Okay, people are going to go to a Scot-Link facility and bet on a Churchill import signal whether the live racing is at Santa Anita or Hollywood Park.  That's irrelevant. 
	What we need to focus on is who is putting the
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	better product on the table.  Whose product draws the most wagering on live product, in state, out of state and account wagering. And using those numbers we analyzed our last week of the 2006 meet against their first week of the 2006 meet and we found that we generated over 15 percent more handle on our live product. And even more importantly, we generated over 18 percent more purse revenue on our live product than they generated on their live product. 
	Now I've got some numbers here.  You guys have them in your handouts. I don't want to spend too much time because I know we've got a lot. But basically we did 46 million in our week of live handle, they did 40 million of live handle in their week. Again, here's the numbers that you show, the calculation. We did over 15 percent more handle, over 18 percent more purse generation. We don't think that can be ignored. 
	Now how did we accomplish such good things in our 2006 meet? Well first and foremost we spend nearly $5 million on marketing and promotion last year. We are very proud of the meet we had in 2006 and we want to keep that momentum. We want to build on it going into 2007. 
	The money we spent marketing was very specifically targeted towards live racing. We wanted to bring people out who were going to watch the races and bet on the races. And yes, it's great to have a concert on Friday night and bring
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	new people to the track. But we want to bring people who are going to actually drive wagering, drive revenue into this industry. 
	We were so successful in our marketing last year that we were actually able to implement two purse increases during our meet. Our average daily handle increased 12 percent over our prior year and our average daily attendance increased 15 percent over our prior year. 
	Let's just quickly look at how our entire meet in 2006 compared to Hollywood Park's spring.  I showed you the information for our final week against their first week.  If you look at the actual entire meet it works out pretty much the same. We average 9.3 million of average daily handle versus their 8 for a 15 percent increase at Santa Anita. 
	If you look at the purse generation, again these numbers are pretty staggering. We generated 18, almost 19 percent more purse revenue from our live product than they generated from their live product.  And this next one in my opinion really says it all.  Our on-track attendance was 50 percent greater at Santa Anita than at Hollywood Park. 
	Now these numbers I think are even, even more significant when you look at our top days versus their top days. Our top five days in terms of handle, we generated on our live product over 23 million, over 20 million, close to 18 million and on and on. Their largest day of handle was
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	16 million on their live product. In fact our fifth day was just about as big as their first. 
	That becomes even more apparent when yo get into the attendance days. You look at our Santa Anita Derby, 54,000 people came to Santa Anita to watch the races, close to 50,000 on Big Cap day. Our opening day, 34 million, Sunshine Millions. A day that didn't exist a couple of years ago drew over 30,000 fans. We at Santa Anita had 26 race days with attendance over 10,000, Hollywood Park had two. I'm sorry, it had 14 and 12. So it's very significant. 
	We also think, look at the big days that we had. These are self-made days we like to call them.  The Santa Anita Derby, Big Cap, Sunshine Millions, et cetera. They had a few freebies in here. The Kentucky Derby, Fourth of July weekend, the Preakness. Imagine if the Triple Crown was run during Santa Anita's meet. What would we get? Forty, 50, 60,000 people to the track. 
	Now listen, we understand that there's people in this audience who are going to say, and very legitimately so, it is not all about economics, there's safety involved. absolutely there is, okay. We at Santa Anita and we at Magna Entertainment as a company are absolutely committed to the safety of both the horses competing at our tracks and the jockeys. We think that is of critical importance and we
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	do commend Hollywood Park on putting in the synthetic track. But of course, as we know, every racetrack in California is going to have a synthetic track before too long.
	 Last year in an example to our commitment to safety we redid, we shut down training for ten days and redid our racetrack. We opened the track and ripped the base, totally redid the base. After it was done we went and took sonar --you know what, it wasn't as level as we wanted it so we ripped it up and we did it again. And when we were done with that and we had the base in a satisfactory condition we added 1,000 tons of silica sand to make the safest racing surface we could have. 
	And you know, we did all that knowing that those improvements were going to be replaced in a very shot period of time with a synthetic surface. Why did we do that? We could have very easily said, look, we are going to have synthetic track in a year, let's just go with this one one more. But that wouldn't have been the safest thing for the horses so we did what we needed to do. You heard Ron Charles earlier, he made the commitment, we will comply with this Board's requirements. 
	Not only are we committed to safety, we are also committed to the long-term growth, hopefully, of the California horse racing industry and the national horse racing industry. Santa Anita Park is owned by a racing
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	company, it is not owned by a land development company.  We are not just biding our time until we get our entitlements. In fact, you heard from Rick Caruso this morning, the project we have planned at our facility integrates racing. It improves racing, it doesn't replace racing. And that is a key difference. We are committed to racing with or without subsidies. 
	You know what, Mr. Fancher is absolutely correct. His organization has made a tremendous investment. His organization has worked hard in Sacramento to get some assistance for this industry and we all thank him for that. But so has every other player in this industry. And you know what, sometimes when you are in an industry there's some give and take. And maybe you don't like a particular idea but the rest of the group does. Well, you know, there's some compromise and there's some, you know, get along to go 
	That's something that we don't often see from that organization, unfortunately. There has been, at times, a my way or the highway type of attitude. So when he made the comment earlier that with or without the horsemen or with or without the other tracks they are committed, they are moving forward. Well you know what, that's true but sometimes they have chosen to move forward in a different direction than the rest of the group has chosen.  Again I don't question
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	their commitment and the amount of money they have spent, I just sometimes wonder which way it's channeled. Whether or not their subsidies were committed to racing. 
	We've spent $60 million on renovations and improvements to Santa Anita since we purchased it. There's a reason for those attendance numbers we just went through. It's a nice place to be. People want to come out. New apron, nice new restaurants and bars, the fans enjoy it. 
	Now again this brings me back full circle to the strategic planning committee recommendation.  There was a tremendous amount of time, energy and effort that went into that. The recommendation has the support of Del Mar, Oak Tree and Fairplex, all the other racing associations in Southern California.  What we need to ask ourselves, is there a reason for this board just to throw that out the window, to ignore it? I don't think so, absolutely not. 
	What do others think? I mean, it's great for me to stand up here and talk but what do others think? Well let's refer to a Daily News article that came out in March. I'm going to just read the important stuff here but this was an article on the Santa Anita handicap. 
	"More than 49,000 people showed up, 
	the largest crowd at Santa Anita for a 
	non-Breeders Cup day in 16 years.  It 
	made the 69th Big Cap Day one to
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	remember before the marquee races had 
	even been contested." We're bringing excitement back to the track. And you know what, the Santa Anita Handicap was a wonderful race won by Lava Man, which provides, I think, a very good example for what is going on in the California racing circuit. Lava Man has waged a wonderful campaign towards the Breeders Cup.  He ran in our Sunshine Millions race at Santa Anita before 32,000 fans. He ran one of the Santa Handicaps at Santa Anita before almost 50,000 fans. Then to continue his campaign he moved over to H
	The point here --And again, this is not a criticism or a knock on Hollywood Park, they are doing what they can but their venue is not drawing fans. It's not drawing handle. They are not producing the project that they should be. And so back to the Daily News again, an article in July.  The Santa Anita Handicap drew 49,089 fans and the Hollywood Gold Cup drew 83,008. They were equally prestigious races, both featuring Lava man.  The Santa Anita meet raised hopes in the local racing industry then Hollywood Pa
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	It's harder than ever to tell where this thing is going. Well where is this thing going? You as a Board decide where this thing is going. That's the question you are facing today. Not only, what do you do with this week but what is the tone we are going to set for this industry. How are we going to deal with each other within this community of the racing industry. Threaten and bully and intimidation? Or putting the facts on the table and letting everybody made the right decision? 
	We would suggest that in making your decision today you don't decide based on politics, you certainly don't decide based on threats. That you look at the facts, you think about them, you analyze them like the strategic planning committee did and you make the decision that is best for the industry. And we think that when you do that you're going to come to the decision to adopt the recommendation. 
	Now before I respond to any questions you might have I did want to ask this Board whether you believe it is worth my effort in your time to respond to some of those financial matters that we heard earlier.  I am perfectly happy to address any questions on that that you might have but I also don't want to take up unnecessary time. 
	CHAIRMAN SHAPIRO: What I would like to do is if we could take a five minute break at this point and then you
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	can come back to the podium. 
	MR. DARUTY:  Thank you. 
	CHAIRMAN SHAPIRO: Thank you. 
	(Off the record) 
	CHAIRMAN SHAPIRO: If you could just grab the cookies quietly and we'll go, we'll get going. Mr. Daruty, we'll pick up where we left off. I feel sorry for Commissioner Moss who is sitting outside so I would like to move this along. 
	COMMISSIONER HARRIS: He can be inside though, I think. 
	CHAIRMAN SHAPIRO:  Oh, is he inside? Okay great, I felt bad, okay. Mr. Daruty, I think that you were concluding your presentation and you said that you --did you want to address any of the comments that were made with respect to the financial situation of Magna?  Personally I think the financial statements are all well known to us and I personally am aware of it. We have them, we have seen them. So unless there is something that you specifically wish to address or a Board Member has a question I don't know 
	Does any member have any question for Mr. Daruty? if not then I appreciate it. 
	MR. DARUTY: Thank you.
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	CHAIRMAN SHAPIRO: I am going to now go through the comment cards from other people. If you don't need to speak, of course, you don't have to. Mr. Liebau. And I must tell you that I did, the court reporter was kind enough to give me this neat little timer gizmo but since you are a concerned party I am not going to limit you to time. 
	MR. LIEBAU: I think that would be fair. 
	CHAIRMAN SHAPIRO: Mr. Liebau, I try to be fair, thank you. 
	MR. LIEBAU:  I realize that. 
	CHAIRMAN SHAPIRO: I'm glad you do. 
	MR. LIEBAU: Sometimes I wonder but I realize it. First just to respond to some of the things that Mr. Daruty brought up. That yes, as a matter of fact Santa Anita historically has had 17 weeks. But guess what, Hollywood has historically had 13 weeks, you know. And I know that Mr. Shapiro continues to refer to Santa Anita having 17 weeks and I have to continually remind him that Hollywood had 13 weeks and that something has to give. 
	Mr. Daruty said how terrible it would be if Santa Anita was cut ten percent. But what the hell is happening here? Hollywood Park is being allocated 60 days and their average is 66 days. Ten percent. 
	Mr. Daruty says, heavens, Santa Anita shouldn't have to be --provide for the Christmas week. Who benefits
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	the most from the Christmas week? Hollywood Park? No. Mr. Harris would tell you he has a theory about pent-up demand. That's what happens during the Christmas week.  We talk about having spent $60 million.  There's no question, I know they spent $60 million. They spent $40 million plus on the Front Runner and whatever. That's great. 
	How much have we spent for the good of the horse? You get down to it, ladies and gentlemen, we're in the horse business. What have they spent? I don't know. Mr. Daruty says, we're committed to racing, we don't need any subsidies, we'll continue. Well I realize that I don't have a CPA and I didn't go to biz school and all that but I got to tell you, all of us are in trouble if the business doesn't change, including Santa Anita. 
	You can't keep running up the losses that are being run up along the basic business is changed and that is exactly what Hollywood Park is dedicated to trying to do, to change the underlying economics of this industry. And frankly if the underlying economics don't change there's not going to be much left.
	 Then we talk about the track. Yeah, they spent I don't know how much money, how many yards of silica sand and all that. And that's good. They had to, the track was terrible. And what's happening now, the horses are moving right now to Hollywood Park.  I look across the Board, at
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	all of you, some of you have got horses at Hollywood Park and not at Santa Anita. 
	We talked about Lava Man. Where is Lava Man working? He's working over at our place. I saw Bob Bedford here a minute ago. And you know, where's his horses, the top horses working? They're getting shipped over to Hollywood Park to work. 
	Then we talk about the no swing week. And I think that Commissioner Moretti can probably vouch for this. When we allocated, the 2005 dates were allocated what Santa Anita had asked for was opening on December 26th, which was a Sunday, plus 17 weeks. They didn't get the 17 weeks, they got the 16 weeks.  It was a huge, huge battle. They got 16 weeks, Hollywood Park got 13 weeks. The next year they got 17 weeks, Hollywood Park got 12 weeks. You know, it seems to me that fairness dictates that we keep going. Th
	Hat's off to Santa Anita. There is no question that they are an important part of the Southern California scene. I don't begrudge that, you know. All the better they are doing great. But I will tell you that without Hollywood Park the Southern California scene is a lot different. 
	So give us credit for something.  We have a tremendous back side, probably one of the best back sides in
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	California maybe with the exception of Bay Meadows, which just through coincidence happen to have common ownership. Hollywood Park has always been thought to have a great track for people to train over there on a year-round basis.  And now we have the cushion track. 
	When I said, you know, what has Santa Anita done for the horse?  I know that in two years the things at Hollywood Park are done. We put new stalls in the paddock. The new turf track that we inherited from Churchill Downs was not usable. We put in a new turf track immediately. We are now putting in a chute on the turf track so that we can have better racing. And we sprung for eight or ten million dollars. 
	You know, under the circumstances I simply don't think that Hollywood Park had to do that, even after your mandate. I think that if we kept going we probably would have got an exemption for a year or two. But we went ahead and did what we think is best for the horse. 
	I think that, you know, it all comes down to this swing week. As far as Mr. Shapiro has said, that the California Horse Racing Board is charged with the responsibility of maximizing revenues. That's just not the case. There is no place in the law that says that.  When I discussed it with him, and I don't think that conversation we had was off the record, you said, well, it says
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	maximizing racing opportunities and that means revenues. And I think that he probably agreed with me that that's not the case because if you interpret it that way I'm sure that Mr. Knight over there would tell you then you have to apply it consistently across the board, you can't just be pick and choose. It's got to be for everybody. And man oh man, if your charge is to, is to, you know, maximize revenues there's going to be a lot of changes in that historic racing revenue, both in the north and the south. 
	I just believe that all these arguments that are put up there are trumped by one thing, and that is, what is best for the horse and those who ride and care for the horse. That's it. If the Board determines that it's monetary considerations, so be it. I don't think --you know, we're talking about one week. 
	Where is it better for the horse, the rider and those that take care of it? I think the choice is clear. And I admit that maybe there might be some economic differences. Although with respect to the economic differences there's an argument.  If you look at what happened at Turfway when the installation of the poly track went in at Turfway and their increases in races. That might be some guide to say that Hollywood's performance is going to improve.
	 Hell, we've never had our barn area full at this
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	time. We have never had people ship to California like Todd Fletcher before. I don't know in my lifetime one thing that has impacted the California racing scene as much as the installation of this cushion track. And the only thing that I can think of that might have been the biggest change before that, which I had a little bit to do with, was California Cup. 
	But there is no question, we have never had an influx of horses. And who is that, who is that influx going to benefit? Not just Hollywood Park.  It's going to benefit Santa Anita probably more so than Hollywood Park because they've got more days. But you've got about 100 high-quality, top horses coming here to run for the first time and it's because of the installation of this track. And I think that, you know, we should be rewarded. 
	But more important I think you should do what is in the best interest and well-being of the horse, rider and those that take care of the horses during that period of time. And I hope that you won't let our equine athletes down, both the humans and the horses, in making your decision. Thank you very much. 
	CHAIRMAN SHAPIRO: Thank you.  All right, I am going to -- go ahead. 
	MR. GUSMAN: Mr. Chairman and members of the Board, Shane Gusman from the Law Offices of Barry Broad,
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	here on behalf of the Teamsters, Unite Here as well as the Jockeys Guild. With respect to the first two, the Teamsters and Unite Here, those two unions fully support Hollywood Park's position that Hollywood Park and the ownership there has made a commitment. Certainly you have heard about the investments that they have made today. It's clear that they are committed to racing and committed to promoting the industry here in California. 
	But more importantly to us, they are committed to its work force. You've heard a lot about the track that they have installed. It's good for the horse, it's good for the jockeys. With respect to the Jockeys Guild, we don't want to take sides in terms of Hollywood Park and Santa Anita. 
	But I would say that as a matter of fairness it seems that Hollywood Park, who has put in this track for the safety of both the horses and the riders, that they should not be penalized. And that's really what you're talking about. You're talking about removing a week from their schedule. They should not be penalized financially. We want to encourage the kind of behavior that Hollywood Park has engaged in, which is proactive in going out and trying to promote safety. 
	So we would urge the Board compromise here. know that the committee certainly has worked hard. But just
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	because a committee has worked hard it doesn't mean that the Board should abdicate its responsibility and ensure that there's fairness in these racing dates.  And so we would urge that the Board come up with a compromise that is acceptable to both sides here so that no side is financially harmed. Thank you. 
	CHAIRMAN SHAPIRO: Thank you. Craig Fravel? You are not Craig Fravel. 
	MR. HALL: Craig Fravel? Oh, sorry. 
	CHAIRMAN SHAPIRO: No, you know what, I'm looking at, I'm looking at cards. 
	MR. HALL: Okay. 
	CHAIRMAN SHAPIRO: And there's only four billion of them here. Go ahead. 
	MR. HALL: Lee Hall Sr. from 1877. I'm here today to speak on behalf of Hollywood Park and their contributions to racing. Hollywood Park has not only brought in the cushion track but Hollywood Park, if you have been up and down Prairie you see Hollywood Park is trying to tap a brand new market and bring in more fans by tapping the market with the oriental group. 
	Also I am here to say and not add too much more to anything else because for the simple reason everything has just about been said on it. But I would encourage this Board to continue to let Hollywood Park to have that week
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	that they are trying to, that they --thank you. 
	CHAIRMAN SHAPIRO: Thank you. The cards that I have let I believe are Mr. Couto, Mr. Fravel and Mr. Jamgotchian. Excuse me, I can't see. 
	MR. FRAVEL:  Craig Fravel, Del Mar. I don't want to get involved in the larger controversy. One of the compromises I would suggest to have Hollywood closing on that Monday before we open.  We have spent a number of years trying to get these two day separations between race meets. Clearly it would not be our preference to have Hollywood close on a Monday and then us open on a Wednesday. It puts a great deal of stress on --more on the horsemen and other participants in the industry, particularly our employees
	That's not to say that we can't do it, we've done it. I think the two day break started about six or seven years ago and if that is a compromise that makes this work for the industry then we'll be happy to go along with that. But my preference would be otherwise.  That's really all I had to say, thank you. 
	CHAIRMAN SHAPIRO: Well before you get away, Mr. Fravel. One of the problems here is in fact that we, the calendar has been adjusted so that Del Mar doesn't race beyond Labor Day and also for the creation of a Christmas
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	 1 
	 1 
	break. And that is why I think in fact we have a squeeze

	 2 
	 2 
	week. I know that we have looked ad nauseam at these

	 3 
	 3 
	calendars trying to do anything and I'm going to throw it

	 4 
	 4 
	out there, you know, that if we could make all parties 

	TR
	happy, it is my guess if we slid the calendar down a week.

	 6 
	 6 
	But I'm assuming that that would harm Del Mar and something

	 7 
	 7 
	that you would not favor and TOC would have a problem.

	 8 
	 8 
	MR. FRAVEL: You know, I'm all in favor of

	 9 
	 9 
	fairness and trying to do the right thing to try to make the

	TR
	 industry work. But to be honest with you we've done those 

	11 
	11 
	analyses in the past. We clearly believe that the calendar 

	12 
	12 
	that has us closing the Wednesday after the Labor Day is not 

	13 
	13 
	only good for us from a financial standpoint, our horsemen, 

	14 
	14 
	our analysis says that it is worth about $300,000 in both 

	TR
	commission, revenues and purses. 

	16 
	16 
	Comparing that week to the week after Labor Day. 

	17 
	17 
	We know that a lot of horsemen have kids in school and they 

	18
	18
	   start heading back to the Arcadia and Inglewood areas sooner 

	19 
	19 
	and that last week just loses a lot of luster. And in the 

	TR
	interest of, you know, solving a dispute between Hollywood 

	21 
	21 
	and Santa Anita I can't concede that we should be the ones 

	22  
	22  
	to move it a week; to take the best meet in California and 

	23 
	23 
	compromise it so that other people can, you know, settle 

	24 
	24 
	their differences. 

	TR
	It also creates significant issues with respect to

	TR
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	 1 
	 1 
	the stake schedule. I'm sure that --we have currently five

	 2 
	 2 
	grade one stakes, two of those, the Ramona and the Eddie

	 3 
	 3 
	Reed are run on the first weekend in order to keep a three

	 4 
	 4 
	week separation before the Beverly B and the Arlington 

	TR
	Million. And I think Mr. Mandella can tell you that, you

	 6 
	 6 
	know, those are races that typically draw horses that would

	 7 
	 7 
	be in both races. And I think you run a risk of

	 8 
	 8 
	compromising our stake schedule.

	 9 
	 9 
	You also run into problems later on if you push 

	TR
	the calendar back at Oak Tree. That only has three weeks 

	11 
	11 
	for its first weekend before Breeders Cup next year and I 

	12  
	12  
	don't think that's a --Chillie can speak for himself but I 

	13 
	13 
	think that's a significantly bad development for California 

	14 
	14 
	racing. 

	TR
	It sounds good and it sounds easy, just slide a 

	16 
	16 
	week and you'll be okay. I just don't think --I mean, if 

	17 
	17 
	you were making a business decision about do you give them 

	18 
	18 
	the best weeks or give s the best weeks I think that's 

	19 
	19 
	pretty -- I could show you some statistics that make us look 

	TR
	pretty good. I'm prepared to do that but I think you know 

	21 
	21 
	what they are. 

	22 
	22 
	CHAIRMAN SHAPIRO: Thank you. 

	23 
	23 
	COMMISSIONER HARRIS: I don't know. This is 

	24 
	24 
	probably going to be better, better revisited at some other 

	TR
	time but it would be good if we could see any data you have.

	TR
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	My thought is that perhaps that week after Labor Day is a better week than it historically has been thought of. Because all these trainers are getting old, their kids are out of college by now. We've been talking about this for 20 years it seems like.  (Laughter) Yeah, they've got to go to their retirement homes or something. 
	Because that's really the real problem. We're trying to squeeze more weeks into a time period we have. And I obviously don't want to damage unduly anybody else but I think we just need to have some due diligence on that. 
	MR. FRAVEL: Look, I'm more than happy to get documentation and numbers and work on that. Candidly, the first discussion of moving Del Mar's meet came up yesterday morning or the day before when I was about to get on an airplane so I haven't up until this point thought it was necessary to prepare that kind of information. 
	COMMISSIONER HARRIS: Yeah. And I don't think we have time today but it's just something. Because anything you do there is always a ripple affect on other things. But, I mean, there is always a preparation a month out.
	 MR. FRAVEL: We'd be more than happy to present our views on it and discuss it candidly but, you know, I think on short notice it's a little hard for me to concede that's a good idea. 
	CHAIRMAN SHAPIRO: Thank you.  Mr. Mandella.
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	 1 
	 1 
	MR. MANDELLA: Hi, I'm Richard Mandella, horse

	 2 
	 2 
	trainer. John mentioned something about retirement home for

	 3 
	 3 
	trainers and it made me think. That's my main reason for

	 4 
	 4 
	being up here today. I've had a few lucky years and my wife

	 5 
	 5 
	and daughter have become so expensive that retirement is not

	 6 
	 6 
	in my vocabulary (laughter). So when I hear somebody talk

	 7 
	 7 
	about at least three years, hell, sometimes it takes me

	 8 
	 8 
	three years to get a horse to the races.  That's nothing to

	 9 
	 9 
	me. I've got to look at 10 or 20 years and I think that's 

	10  
	10  
	what the big picture is here. 

	11 
	11 
	Santa Anita, as far as anybody that I know, there 

	12 
	12 
	is no question of disappearing. Even if Magna went away I 

	13 
	13 
	remember when Meditrust sold it. Martin Wygott had a group 

	14 
	14 
	that offered to buy it.  Wayne Hughes had interest in buying 

	15 
	15 
	it. There were several options that would have been very 

	16 
	16 
	well taken are of to keep Santa Anita going. 

	17 
	17 
	I think somebody mentioned here a minute ago about 

	18 
	18 
	your responsibility and I'm not here to say exactly what 

	19 
	19 
	that is. But I do say that it has got to be considered one 

	20 
	20 
	of your most important jobs is to protect the future of this 

	21 
	21 
	game. And going on a three-year program is not going to do 

	22  
	22  
	it. You've got to go with the 10 or 20 year program and 

	23 
	23 
	what is going to keep us all here at the highest level, 

	24 
	24 
	which Santa Anita has. And I think that's the main topic 

	25 
	25 
	today.

	TR
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	You know, one other thing is Hollywood Park has two separate meets. It has its summer meet and it has its own fall meet. Santa Anita has its own winter meet but its the landlord, the Oak Tree, who rents the property to run the Oak Tree meeting. So they don't get quite the same financial benefits from that. So when you're dealing with a few days I think that hurts Santa Anita more. Thank you. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. BLONIEN: Mr. Chairman and members, Rod Blonien on behalf of Hollywood Park. There are a couple of things I wanted to clarify. First of all, Mr. Daruty in his presentation indicated the Legislature had passed a law allowing Santa Anita to run for 17 weeks. The law is generic. It says that racing associations in the central zone may race for 17 weeks.  There is nothing that would compel Santa Anita to have 17 weeks. 
	I'm sure you all have seen the article in the Blood Horse the last couple of days talking about trainers coming to California.  Todd Fletcher, Richard Durrow, Lisa Lewis and Christophe Clement. I mean, it's big news the cushion track. What message is this going be sending when the next story is, gates at Hollywood Park reduced. 
	We have a swing week. If you go back and read the transcript from '05 when Mr. Baedeker was representing Hollywood Park and said, we concede this week to Santa Anita
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	for the '06 year because they had it that year in '05. And, you know, you can put all the charts that you want on the Board and go back to 1933 but they don't mean anything because everything changed when this Board decided there was going to be a Christmas break and when you decided that Del Mar would not have racing after Labor Day. 
	The other thing in terms of the statistics that were put up there and as I think some of the members of the Board know. If you include all revenues and you compare the last week of Santa Anita with the first week of Hollywood Park, Hollywood Park actually had six percent more money available for purses in that week than did Santa Anita in their last week. 
	The last thing I would like to say is that there has been sort of a whispering campaign going around that the Governor and the Governor's Office would prefer the dates to go to Hollywood Park because the Governor is mad at -excuse me, wants them to go to Santa Anita rather than Hollywood Park because the Governor was upset or angry with Hollywood Park. Well I'd like you to know that the Governor signed AB 3068 a few weeks ago that benefits only one entity in the state of California and that is the Bay Meado
	-

	CHAIRMAN SHAPIRO: Thank you. Drew Couto, are you
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	 speaking to this matter? No? Okay, Mr. Jamgotchian. 
	MR. JAMGOTCHIAN: Mr. Chairman, 
	CHAIRMAN SHAPIRO: Jerry, one second, one second here. 
	MR. JAMGOTCHIAN: Sure. 
	CHAIRMAN SHAPIRO: Okay, go ahead. 
	MR. JAMGOTCHIAN: Mr. Chairman, members of the Board, Jerry Jamgotchian. And I am here to support both tracks. Because as well as the owners and the trainers, many of the trainers that really won't come up here and tell you their true feelings because of their concerns for reprisal. So I've kind of turned into the lightening rod or the board for them to ask questions. And I sit back and I tell them, you guys have to focus on the business. And if you don't want to do anything to improve the business then you 
	In this particular case I am baffled by the fact that Hollywood Park and Magna are forced apart, in my perception, by this Board. They have a common goal to make money, as does the state, to make money on horse racing. Why the separation? I ask myself that question all the time. 
	I think about the problems that relate to race horses. I have 116 race horses around the world now.  Less in California, a lot less in California than I had last
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	year. I develop shopping centers. In the case of California tell me what area geographically, weather-wise, would be better for horse racing than this vicinity. mean, there is really nothing that any state has over California. Disposable income, marketing and entertainment dollars. There is just no reason that horse racing doesn't flourish in the state. Now why? 
	I have my issues with the Board and Ms. Fermin and obviously they're strong issues and I step back and I said as I was trying to be realistic, what are the problems here? And I focused on the fact that there is fiscal disrepair within the CHRB.  Now Mr. Shapiro, at the meeting you challenged that and there is a letter dated July 21st that I got a copy of from Wendy Voss talking about spending cutbacks. 
	The CHRB is freezing or reducing in-state and outof-state travel, requests for increases in employee time bases will not be approved. Freeze all discretionary promotions, reduce accumulation of employee overtime credits, freeze all new supply and equipment purchases unless approved from headquarters office. Which why is the headquarters office in San Diego rather than Sacramento. still have never got a response to that. 
	-

	CHAIRMAN SHAPIRO: Mr. Jamgotchian, what does this have to do with the subject that we're discussing, please?
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	MR. JAMGOTCHIAN: Well let me finish.  Okay, you know what, I won't talk about the fiscal disrepair. 
	CHAIRMAN SHAPIRO: Okay, thank you. 
	MR. JAMGOTCHIAN: But I'm glad that you now acknowledge it. Additionally though my concern is that this Board is not listening. It is not listening to the people, it's certainly not listening to the tracks, it's not listening to the owners. Not to mention the violations of my rights and other people's rights by the stewards allegedly and other people. We're going to drop that. 
	Think about the issues of the improvements of California racetracks with the exception of Hollywood Park and Santa Anita. If you go up to Bay Meadows or Golden Gate or any of the fair tracks you kind of move yourself back into the '70s and the '80s. So the question is, why. Why don't they make capital improvements? Why don't they spend money? Well the reason is because they are not making money. So when this Board is concerned about field sizes and horses coming to California, new trainers, new owners, you 
	Mr. Shapiro, you haven't been the most courteous listener. And I am hopeful that maybe after the last week or two that you have become a better listener because there's a lot of people that are telling you things that you really need and the Board really needs to listen to.
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	Poor purses. I mean, I had a horse that ran here that is now running at Remington Park.  I won a race at Santa Anita last week and my $12,000 claimer got a bigger purse than I got at Remington Park. So I'm saying to myself, why even race here, and that is why I and other people, other owners, certainly have cut back racing in California. And that doesn't help California racing. So I've kind of isolated some of the problems but I think it's economics 
	So what are the solutions?  Everybody knows the solutions. Greater purses, new capital improvements, invigorating the sport, bringing new people to the track, having new technology like some of the tracks in Canada. More racing dates. Why not have more racing dates?  If you have more horses you have more racing dates. And I don't think Magna or Hollywood Park are going to say, dammit, we don't want any more racing dates. I just don't think you'd have a problem with that.
	 The issue in this state is leadership. And the lady that is sitting to your right I don't believe in my personal opinion -
	-

	CHAIRMAN SHAPIRO: Mr. Jamgotchian, your time is up and I appreciate it. 
	MR. JAMGOTCHIAN: Fine. 
	CHAIRMAN SHAPIRO: Thank you very much.
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	MR. JAMGOTCHIAN:  I'd like to just say one -
	-

	CHAIRMAN SHAPIRO: Mr. Jamgotchian, the time is up. It was five minutes. 
	MR. JAMGOTCHIAN: So Mr. Shapiro, I'm the only, I'm the only person you are going to cut off from speaking, correct? 
	CHAIRMAN SHAPIRO: No, I'm not going to but you are off point also. So I do appreciate your comments. 
	MR. JAMGOTCHIAN: So I will get back on point. 
	CHAIRMAN SHAPIRO:  Thank you very much, Mr. Jamgotchian. 
	MR. JAMGOTCHIAN: Thank you. 
	CHAIRMAN SHAPIRO: With that I am going to conclude the public comment on this matter and I think it's time for us as a Board to deliberate and try --we have a motion and a second on the table.  I would like perhaps to hear from Commissioners if any of the Commissioners would like to address this subject. 
	COMMISSIONER ANDREINI: I was coming up this morning in the dark of night and thinking about California racing. And it struck me that one of the things we have to strive to do is to work together to be cohesive and not drag ourselves apart. The motto I like to use is, together we can do it, divided we're going to fail. 
	I applaud the action that was taken by Hollywood
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	Park this year in putting in the cushion track.  They did it very quickly, very efficiently and the results are right before us. Everyone enjoys training at Hollywood Park and I think they are going to have an excellent meet that is coming up this fall. 
	But I really think the real credit should be acknowledged to my six other commissioners because I had nothing to do with it. But the mandate of putting in synthetic track in California by the CHRB was true leadership. We wouldn't have the cushion track at Hollywood if it hadn't been for that mandate, at least in my opinion. But Hollywood did it. They took the initiative and they moved quickly. 
	And I think it's --I've listened to the conversations this morning and now it's afternoon.  It strikes me that people aren't listening out there. Because what was mentioned, and I don't think anyone necessarily understood it, was there were six additional days that are proposed for Hollywood Park. And those are good days that are being proposed. May 23rd, July 2, July 16th and December 17th through the 19th. 
	Certainly the issue of swing dates have come up and I don't know if this has been proposed or not proposed. But it strikes me we are where we are at the present time. I think the swing date for 2007, if that's the date or week
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	or whatever, should be where it is and the 2008 date we should consider giving to Hollywood Park to be fair, if indeed everybody thinks there is such a swing week. 
	Finally, in order to move things forward we talk about Santa Anita putting in the same track or a synthetic track, whether it's cushion or whatever it may be, in 2007 and that was agreed to. I thought that was a long step forward at this meeting. I had never heard that necessarily before. 
	Also we talked about putting new barns on the back stretch and had tangible dates. And Santa Anita will be coming back in 30 days to talk about what they did with the city council and what the dates are going to be to establish new barns at Santa Anita. 
	So I think there has been a fair amount of togetherness this morning that kind of has missed this group of people out there. I think there's been good compromise. The dates have gone up at Hollywood Park. Santa Anita is putting in the synthetic track; they're improving their barns. And I suggest that together we can do it but divided we're going to fail. Thank you.
	 CHAIRMAN SHAPIRO: Thank you. Commissioner Amerman, do you have any comments to this? 
	COMMISSIONER ANDREINI: I think that compromise is the only -
	-
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	 CHAIRMAN SHAPIRO: Andreini, I'm sorry. 
	COMMISSIONER ANDREINI: I know, I know. You have been calling me Amerman all day. 
	CHAIRMAN SHAPIRO: The As are over there. 
	COMMISSIONER AMERMAN: I'm sorry about that. 
	COMMISSIONER ANDREINI: That's all right, I like it. But I think compromise is the only way to get this done fairly. As I said, we've come up with some dates here that I think -- I mean, it takes one day away from Santa Anita. I just think compromise is the only way that this is going to get done I think fairly. And we have to give some credit, a lot of credit to Hollywood Park and the money they've expended and they jumped in the pool first.  They did it first and without any equivocation. Santa Anita had t
	CHAIRMAN SHAPIRO: Thank you. Commissioner Moretti. 
	VICE CHAIRMAN MORETTI: Yes. I have a few comments so bear with me, they might not all flow smoothly. First of all I too would very much like to commend Hollywood Park for being the first out of the box in complying with the CHRB's mandate to install a synthetic track. I think it's going to be so much better for all of California
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	racing. I think it's fabulous. 
	Since I was on the committee back in 2005 maybe I can just add a statement in there about that as well, that disputed week, because of the calendar, not because we chose to give it to one before another, but because of the constraints that we thought were better for the industry that we put upon ourselves in terms of allowing Del Mar to close when it wanted to, and making sure that Oak Tree was not going to be penalized in terms of its ability to prep for Breeders Cup, and then that Santa Anita still wanted
	          And my recollection of that particular time is that actually Jack McDaniel I think was the head of Santa Anita and Scott was there and there were some wonderful points presented by Santa Anita that actually had me inclined to be voting for Santa Anita at that particular point in time. 
	It wasn't until conversations and statements by Rick Baedeker and Drew Couto that led me to believe as presented that if we didn't give Hollywood Park those couple of extra days it was make or break time for Hollywood Park, they would be closing in the next year or two.
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	 So we voted for --for Hollywood Park for those extra days. It wasn't necessarily a vote to turn around and say okay, let's be fair to Santa Anita. The next year, that was actually again authored by Drew, if my recollection serves me. 
	So now we're here a couple years later and we're at the same juncture. Now as I understand it the calendar after 2009 is going to take care of this dilemma for us. We will not be presented with this and most of us will be long gone at that point anyway. But I would like to, if you'll indulge me, make a couple of other comments. 
	And that is last year, we, the Board asked, requested, were vehement in asking the industry to try and revive itself. To come up with more --to put more money into marketing. To improve the bottom line. Santa Anita complied. They put more money into marketing. They did improve their bottom line. We had an incredible year last year. 
	This year we asked and demanded that a synthetic track be put in place. Hollywood Park has stepped to the fore and is the first of all the tracks to put it in.  And again, I commend them. 
	But because they are the first this year doesn't mean that I forget that last year we said someone has to step to the plate and put some marketing dollars in there.
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	 1 
	 1 
	And you know what? Santa Anita stepped to the plate and

	 2 
	 2 
	they put some marketing dollars in there.  And we have the

	 3 
	 3 
	proof of that.

	 4 
	 4 
	Next year at this same time we will hopefully have 

	TR
	the proof that an investment made by Hollywood Park first

	 6 
	 6 
	will have brought to the fore many, many more horses, many

	 7 
	 7 
	more trainers, much fewer accidents and incidents for the

	 8 
	 8 
	horses.

	 9 
	 9 
	So I want to see the numbers next year before I 

	TR
	vote to give something because, because they were the first 

	11 
	11 
	to comply. Because next year, by the way, if Santa Anita 

	12 
	12 
	doesn't comply they don't get the dates. They don't get any 

	13 
	13 
	dates as far as I'm concerned. So having said that -
	-


	14 
	14 
	COMMISSIONER HARRIS: That's kind of harsh. 

	TR
	VICE CHAIRMAN MORETTI: We said we want synthetic 

	16 
	16 
	tracks. There are other, there are other tracks around, 

	17 
	17 
	okay? Now let me bring up something because a couple of 

	18 
	18 
	people have alluded to it. Mr. Fancher mentioned it. And 

	19 
	19 
	it's been very --it's been a very interesting time on this 

	TR
	dates committee. And unfortunately I've been on, or 

	21 
	21 
	fortunately I've been on the dates committee for more than a 

	22 
	22 
	few years now. 

	23 
	23 
	But I have never been so bombarded, so lobbied by 

	24  
	24  
	lobbyists and other hired guns, by people in the 

	TR
	associations, by legislators who really know nothing, nor do

	TR
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	they care about horse racing, but because they were prompted by lobbyists they wrote letters, some rather nasty letters, sometimes threatening, veiled threats, in comments and I didn't appreciate it. 
	But then I started thinking about it.  And I thought, you know, this is really interesting. Because if the energy that went into these letters and this campaign were to be put into a campaign, a pro horse racing campaign in Sacramento, we could do wonders up there.  And I started --(Applause) 
	Thank you. I think that this is very, very important. I started thinking about over the years, the last 20 or so years, of all the times that the horse racing industry has come together, and those are very rare times, come together with the Legislature. Most of the time with Ken Maddy at the helm. And certain things were done on behalf of the industry. 
	But most of those things that were done were not done by the industry, they were done by the Legislature for the industry. The industry is always going to the Legislature hat in hand, whether it was, you know, exotic races, simulcast facilities, breeders awards, sim --I said simulcast, obviously ADW, license fee relief. 
	And now I know you're going again trying to go and get mitigation from the compacts and from others.  But my
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	caution to you is yes, go, go as a united industry. Don't go just in -- as Hollywood Park or Santa Anita or anyone else. You've got to be united if you want to get anything up there. 
	And you've also got to step to the plate. I mean license fee relief was supposed to have brought us back up. Where are we?  ADW was supposed to have brought us back up. Where are we? We're fighting over ADW now for God's sakes. I mean, this is not the way to go. 
	I have worked with many industries in Sacramento. And they're all filled, they're all, they're made up of natural competitors, whether it's the oil industry, the technology industry, the biotech industry, the health care industry. Trust me, they are --they are competitors, and heavy duty competitors. 
	But I've never seen an industry so contentious, so hateful towards each other. And you know what, that's starting to hurt us up in Sacramento. So my request to you is stop being predators.  Be natural competitors.  That's what you are. That's what will make us great. That's what makes other sports great. 
	So with that I will stop. I just am asking you to start working together and we would like to work with you. And we're not working against you. Thank you. 
	CHAIRMAN SHAPIRO: Thank you. Commissioner
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	Bianco? 
	COMMISSIONER BIANCO: I have some of the same positions that Marie has. I have never gotten so many e-mails, so many faxes, so many threatening pieces of paper by public officials. I think it stinks to be very honest with you. The only reason we are getting something done on this board after maybe seven years is taking a hard line on a lot of things. 
	I like some of the documentation that I did receive on compromises, compromise dates. It seems that if these competitors don't give a little bit this industry gets, you know, more negative publicity than positive. The safety issue is the big thing for me. On the poly tracks I see it much safer for my horses, for the jockeys, which is my main concern. 
	When I first got on this Board there was an awful lot of labor --losing jobs that were directly, you know, direct union labor. I didn't like it, I've seen it continually happen, 
	The amount of people that I see going to the track this past year has improved but I still think that as a Commissioner the race dates are critical, they should be divided. If nobody can make that decision amongst the industry then it's up to the people on this Board up here to come up with some edict, which we did, right?
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	But to get a lot of the, you know, to get a lot of the industry to mesh together, you know, until that happens this racing industry is not going to get better. And people out there are going to continue to, you know, say this abut us, that about us. I even got one of my grandsons telling me, grandpa, don't you ever get anything positive about this Board you're on? And I look around and I said, well you're probably right.
	 But I said, I think we're accomplishing different things this particular year if this Board has to be hard line. You can't be a nice guy and get ahead working in a public domain like we try to do. We've tried to consider everybody's feelings, even financially and to me it just doesn't work. You have to have edict and that's what this Board and the Board in the future will have to do. 
	Because you're getting something accomplished now, even though there's two different sides here. To me I think a compromise resolution on this, if we have to dictate it then we'll dictate it. Thank you. 
	CHAIRMAN SHAPIRO: Commissioner Harris? 
	COMMISSIONER HARRIS: Well I'd agree with much of what's been said by everyone, really. This is just such a difficult issue to balance everything. I think if you just did a poll of a lot of the racing fans they would like to, you know, race less. I mean, to cut dates pretty
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	dramatically but I don't think that's practical from the income side and the horsemen side. We'd probably have the biggest purses in the world and the biggest attendance arguably in the world if we raced just weekends but all the horsemen would be out of business because they wouldn't have enough opportunities to run their horses. 
	There is no simple solution. I think any of us, if we just sat down and came up with a calendar it might be slightly different than what the committee has done but the committee has put much effort into it. I was on the dates committee one time and that's probably one of the toughest jobs of any place, it's unbelievable.  And then the frustration is you get here and the whole thing gets hashed out again. 
	But I don't know. I think I'm persuaded that Santa Anita, I don't think that we should set any kind of a precedent of giving Santa Anita that 17th week but I can't see how to make it work. I think I would be in favor of some method, which I don't think we can really do this year because it wasn't really hashed out that much in the committee meetings is to move Del Mar back a week and just have Hollywood drop some of their last week. But that reinvents it too much from what the committee has really looked at
	But I agree too, Marie, on the divisiveness and
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	the contention. Really we're looking at something here. When people say, it's not about the money, that usually means it's about the money. Now I'm just kidding there in a way but, I mean, I think you're looking at maybe four or five thousand dollars difference between if Santa Anita makes it or Hollywood Park makes it. And that's significant money. 
	But I mean, in a good day probably the collective audience here could make that much money instead of sitting around fighting about it. You know, if racing was assigned the task of having a firing squad we would certainly do it in a circle because that's the way we do things (laughter). Shoot at each other instead of a common enemy.
	 So I appreciate all the work that's gone into it and I just hate to make really dramatic changes in what the committee has recommended. Although I might have done it differently myself and I can sympathize with all the reasons that maybe there's better ways to do this and that. I think I would like to, if we do add to the committee's recommendation, we do add back a few more dates here and there to Hollywood Park. 
	CHAIRMAN SHAPIRO: Thank you. This happens to be the anniversary, the second anniversary of my joining this racing board in this very location. When I came here nobody out there really knew who I was and there was a --and I
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	probably would have been better off today if it was still that way. Because I came here with a lot of hope and aspirations to help an industry that I love.  I didn't know that I was walking into the hostile and divisive environment that this industry succumbed to. 
	Frankly it is very disheartening and it is extremely frustrating to sit up here, volunteer as much time as we do to try to help an industry and have to go through the attacks and the acrimony that we deal with. Frankly I am personally offended that anybody would either call me or personally stand here and threaten me. I don't like it, I don't appreciate it, and like anybody that feels attacked their natural inclination is to move back or fight back. 
	But that is not my role here. Hollywood Park did a wonderful thing by installing cushion track.  And yes, my horses are over there and I'm thrilled that they are there. And I can't wait to see that Del Mar and Golden Gate and Santa Anita and even Bay Meadows if it's still around installs these surfaces. Because it is about safety and it's about the horses and about the riders. 
	But I resent that over the last few weeks I have heard from the president of the senate, the assembly leaders, various senators, and even spoken to the Governor's Office because I was initially challenged that this isn't our role. And I looked and I went to the rule book and I
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	 went to the law book and it was very clear, this is our role. And it's unfortunate that people feel that by using lobbyists and bringing political pressure on us that they are going to influence our decisions in this matter.
	 I agree with what Commissioner Moretti said. It's a shame that that energy isn't used for positive improvements in this industry rather than continuing to perpetuate our image of a completely divided and dysfunctional industry where we get nothing done. 
	It angers me. The truth of this is I am not looking to inflict financial harm on any party at all. To the contrary, I am trying to help horse racing. My views to this have been looking to help and address the problems that are endemic to this industry. 
	We all know that we need some form of mitigation. We all know that we're going to be in a competitive fight for horses if we cannot find a way to raise purses. So as I approached this I went and looked at those items that I thought were prudent in making this decision. It wasn't to favor one track or another or it wasn't to favor who made more money. Frankly I don't believe that's our job up here. Our job is not to look at the special interest of who is getting what. Our job is to look at the industry and t
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	And while my view of what our role and our mission statement may be a bit tilted that it isn't about enhancing revenues it is about enhancing the industry.  So when I looked at it and I asked our staff to run numbers, in every instance that I could come up with there was more purse generation from all sources of handle or from just live, on-track at Santa Anita. 
	And I am a believer that we must have fans at the racetrack to make horse racing survive in California. I don't buy into, let us become a studio sport.  Because then if that is the case we lose not only potentially Hollywood Park but we'll lose Santa Anita and we might as well go out to Timbuktu. 
	So I also look at the long term commitment.  I appreciate that Hollywood Park is fighting to make horse racing viable. And I hope that the rest of the industry will join with them and can align themselves behind the same way of doing that. But I also am mindful that Santa Anita is willing to remain committed for many, many, many years with no caveats. And I happen to agree with the speaker that said if Stronach can't make it somebody else will step up and save Santa Anita as a racetrack. 
	So for me it does come into economics of what is best for horse racing. What's best for our horsemen, what's best for our fans. It has nothing to do with one track over
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	the other. And I resent any implication to the contrary. And for that reason I personally am in favor of the calendar that has been subject to the motion that was made earlier. Therefore without any further adieu what I would like to do is call the question.
	 DEPUTY ATTORNEY GENERAL KNIGHT: Is it clear what the motion is? 
	CHAIRMAN SHAPIRO:  I will be glad to repeat it. The motion was to adopt the calendar recommended by the strategic planning committee and race dates committee, plus adding the following dates for racing: December 28th at Santa Anita, January 10th at Santa Anita, May 23rd at Hollywood Park, July 2nd at Hollywood Park, July 16th at Hollywood Park, December 17th at Hollywood Park. I believe that was --there was a motion to approve that and a second. I will call the question. 

	COMMISSIONER HARRIS: I had a few somewhat minor modifications to that. Should we vote on this and then go to the modifications or -
	COMMISSIONER HARRIS: I had a few somewhat minor modifications to that. Should we vote on this and then go to the modifications or -
	-

	CHAIRMAN SHAPIRO: No, why don't you offer if you want them modified. 
	COMMISSIONER HARRIS: If I could do an amendment. I would suggest that we drop essentially the six day weeks that we create except for, yeah, the six day weeks that we create at Santa Anita by dropping January 17 and January 24.
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	I think that's the only one.  And at Hollywood Park though, to give them the opportunity to run maybe two days. I was thinking a good option would be that week of December 16, which is well ahead of Christmas Day and well ahead of December 26, which is the first day of Santa Anita, that they could race three days in that week and they'd just pick the days. 
	VICE CHAIRMAN MORETTI: Instead of? 
	CHAIRMAN SHAPIRO: Okay, let me just clarify on the January dates. I don't see looking at the calendar if the racing week starts on Wednesday the 17th, 18th, 19th, 20th and 21st is a five-day week. 
	COMMISSIONER HARRIS: Yeah, but they're racing the 15th? That's Martin Luther King Day.
	 CHAIRMAN SHAPIRO: Yes, they're racing on the 15th. That's why --Okay, if you add back the 10th then I agree with you. 
	COMMISSIONER HARRIS: You're adding back the 10th. 
	CHAIRMAN SHAPIRO:  If you take the 10th we'll take the 17th, I would agree. 
	COMMISSIONER HARRIS: Yeah, we're adding back -Yeah, I'd stipulate that we're adding back the 10th. 
	-

	CHAIRMAN SHAPIRO: And I would amend the motion to take out the 17th. I would agree with that. 
	COMMISSIONER HARRIS: And then the same way the
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	 1 
	 1 
	next week. We're adding back the 14th but you take out the,

	 2 
	 2 
	the 21st of February.

	 3 
	 3 
	CHAIRMAN SHAPIRO: The 14th? The 14th is a

	 4 
	 4 
	Sunday. 

	TR
	COMMISSIONER HARRIS: No, the 14th of February.

	 6 
	 6 
	          CHAIRMAN SHAPIRO:  You got me. That's where you

	 7 
	 7 
	lost me, okay.

	 8 
	 8 
	COMMISSIONER HARRIS: Yeah.

	 9 
	 9 
	CHAIRMAN SHAPIRO: So you are proposing to take 

	TR
	the -
	-


	11 
	11 
	COMMISSIONER HARRIS: We have added back the 14th 

	12  
	12  
	but we're going to take out the 21st of February. Both of 

	13 
	13 
	those would be -
	-


	14 
	14 
	CHAIRMAN SHAPIRO: No John, let me go through it 

	TR
	again to make sure. In January --I will amend the motion 

	16 
	16 
	such that they would race on the 10th of January. 

	17 
	17 
	COMMISSIONER HARRIS: Right. 

	18 
	18 
	CHAIRMAN SHAPIRO: They would not race on the 17th 

	19 
	19 
	of January. 

	TR
	COMMISSIONER HARRIS: That's right. 

	21 
	21 
	CHAIRMAN SHAPIRO: Okay. 

	22 
	22 
	COMMISSIONER HARRIS: And in February they would 

	23 
	23 
	race on the 14th, Valentine's Day, but they would not race 

	24 
	24 
	on the 21st because if they did that they would have a six 

	TR
	day week that week.

	TR
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	 1 
	CHAIRMAN SHAPIRO: Okay. Would it be okay with

	 2 
	 2 
	you that we can let, we can say either/or for those two for

	 3 
	 3 
	them. I agree with you.

	 4 
	 4 
	MR. LIEBAU: Could I? I know I'm out of order but 

	TR
	could I just interject something that would be of help here?

	 6 
	 6 
	CHAIRMAN SHAPIRO: Sure.

	 7 
	 7 
	MR. LIEBAU:  Bay Meadows opens on the 14th. It

	 8 
	 8 
	would be very important for Bay Meadows -
	-


	9 
	9 
	CHAIRMAN SHAPIRO: The 14th of what month, Jack? 

	TR
	MR. LIEBAU: Of February. 

	11 
	11 
	CHAIRMAN SHAPIRO: Okay. 

	12 
	12 
	MR. LIEBAU: Which is what Mr. Harris is 

	13 
	13 
	suggesting. Bay Meadows is closed on the 21st. 

	14 
	14 
	CHAIRMAN SHAPIRO: Then that would make sense that 

	TR
	they race on the 14th with Bay Meadows -
	-


	16 
	16 
	MR. LIEBAU: Right. 

	17 
	17 
	CHAIRMAN SHAPIRO: And they are closed on the 21st 

	18 
	18 
	of February. 

	19 
	19 
	MR. LIEBAU: Thank you. 

	TR
	COMMISSIONER HARRIS: Right. 

	21 
	21 
	CHAIRMAN SHAPIRO: Okay. I will amend the motion 

	22  
	22  
	to do that unless there is an objection from the Santa Anita 

	23 
	23 
	folks. I don't see one. I'll accept that amendment. Is 

	24 
	24 
	there a second for that? 

	TR
	COMMISSIONER BIANCO: Second.

	TR
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	VICE CHAIRMAN MORETTI:  Second. 
	COMMISSIONER HARRIS: And the amendment also included that they could get three days the week of December 16th, rather than one day. 
	CHAIRMAN SHAPIRO: That's fine, I have no problem doing that. Okay, all those in favor? (Ayes) 
	Anybody opposed? No opposed, the motion is passed. All right, we are obviously running very long and therefore in an effort to keep the meeting moving ahead we are going to now deal with Items number 6 through 9. However, we are going to take them in the order of 7, 8, 9 and come back to 6. 
	(Commissioner Moss returned to 
	the meeting room.) 
	Before starting this discussion, if everybody can quiet down. The next three items on our agenda are to hear applications for approval to conduct ADW wagering by the three existing ADW companies. I'd like to try and frame what this issue is and provide a little bit of an overview. 
	When ADW came into existence in 2002 everyone had high hopes that it would result in new wagering dollars, increase purses, increase field size and new fans.  We also believed that cannibalization of existing on-track attendance would not occur or if it did it would be minimal.
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	Promises were made that new jobs related to ADW would be created for our union workers such as telephone jobs in customer service. 
	Now with four years under our belt it appears that most if not all of our original hopes and desires have not occurred. This is not the fault of any ADW provider, this is simply the facts of the situation. Given we now have this past performance record it is incumbent for all of us to band together and find a way to improve the use of ADW for the benefit of all parties, the fans, the owners, the trainers, the jockeys, the tracks, racetrack workers and the ADW providers themselves. Not an easy task and it wi
	             Today we are faced with re-licensing these companies that provide ADW wagering in California. Over the last year there have been considerable differences of opinion regarding some issues pertaining to ADW including, do the horsemen have a right to participate or have agreements related to ADW? Are exclusive agreements between tracks and a particular ADW company in the best interest of California racing as a whole? If there is a dispute between a licensee and an ADW company can or should the CHR
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	 1 
	 1 
	to horsemen and owners so the purses can increase?

	 2 
	 2 
	While I know some of these issues will be

	 3 
	 3 
	considered when the law itself is revisited by the

	 4 
	 4 
	Legislature I believe we should today take steps to ensure 

	TR
	that licenses we are considering for all ADW providers are

	 6 
	 6 
	issued with the best interest of all stakeholders, including

	 7 
	 7 
	the public, in mind.

	 8 
	 8 
	Section 19460(b) of the horse racing law states

	 9 
	 9 
	that respect to licenses granted they are subject to the 

	TR
	rules, regulations and conditions from time to time 

	11 
	11 
	prescribed by the Board. Section 19460(c) says that they 

	12  
	12  
	shall contain such conditions as are deemed necessary or 

	13 
	13 
	desirable by the Board for the purposes of this chapter. 

	14 
	14 
	With this in mind I hope that we will consider 

	TR
	these issues as we consider these licenses. There is no 

	16 
	16 
	doubt in my mind that the television, Internet streaming and 

	17 
	17 
	broadcasting of signals is very valuable to expose more 

	18 
	18 
	people, or people who otherwise would not be able to come to 

	19 
	19 
	the track to our product. I am very thankful to the ADW

	TR
	 providers but we have to find a way to use it to the better 

	21 
	21 
	benefit of racing. 

	22 
	22 
	With that I would like to first hear the 

	23 
	23 
	application from XpressBet. So perhaps the people from 

	24 
	24 
	XpressBet want to come forward and sit at the table and we 

	TR
	can go through.

	TR
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	COMMISSIONER HARRIS: One thing, which maybe was going to come up in the discussion but maybe to clarify.  I don't think any of these applicants, applications contain any agreements with tracks or horsemen. I just think that we should have completed agreements. Not necessarily completed applications when we review them because we really don't know. I don't really feel we are in a position to approve any of these until we get the completed agreements. 
	CHAIRMAN SHAPIRO: I believe that is a very good posture to take and I tend to agree with you. The question is perhaps just as we do a racing license application we should review the agreement, ask our questions. If they are incomplete I would suggest we defer them until they are complete. 
	COMMISSIONER HARRIS: Yeah. But I think even --I feel the same way on anything that we look at. Sometimes we'll say we'll approve it subject to getting it and, you know, at the 11th hour there is a dispute.
	 CHAIRMAN SHAPIRO: We don't get it. Right. 
	COMMISSIONER HARRIS: So I'd just rather get it out of the way once and for all at one time. 
	CHAIRMAN SHAPIRO:  I agree with that but I think that it would be smart for us to listen to each ADW company, review their application, ask the questions we have. So that if we are in the position and the application is
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	complete we can approve it. If not we can revisit it at our next meeting. 
	MR. DARUTY: I'm Scott Daruty from Magna Entertainment on behalf of XpressBet and I have here with me Gene Schebrier with XpressBet as well. Sorry. 
	STAFF SERVICES MANAGER I WAGNER: Jackie Wagner, CHRB staff. As a means of just introducing each ADW application I will just give you a little background and then turn it over to the representatives. 
	XpressBet, they have filed their application as an out-of-state multi-jurisdictional wagering hub to provide our ADW wagering. They are currently licensed through December 31 as an out-of-state multi-jurisdictional wagering hub. They have applied for a license that will run from January 1, 2007 through December 31, 2007. At this time they are proposing to run a full 24 hours a day. 
	They are applying for a one-year license.  As you mentioned Mr. Chairman, that the statutory authority for advance deposit wagering sunsets in December of 2007. 
	Their current track contracts and horsemen's approvals that they have right now currently extend through --their term, their current term, which extends through December 31, 2006. My understanding is that they are in negotiations for the 2007 contracts. 
	This application is missing the contracts for
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	2007, they are missing the agreements from the horsemen. And staff recommends the Board approve the application contingent upon the completion of those missing contracts. 
	CHAIRMAN SHAPIRO: Thank you. I'd like to ask you a few questions, if I might. 
	MR. DARUTY: Yes. 
	CHAIRMAN SHAPIRO: First of all, since 2002 it appears you had an agreement with the horsemen. 
	MR. DARUTY: That's correct. 
	CHAIRMAN SHAPIRO: Correct? 
	MR. DARUTY: Yes, that's correct. 
	COMMISSIONER HARRIS: If we could see that at some point. 
	CHAIRMAN SHAPIRO: I believe it is included. Not going back to 2002 but I believe that you may have it in this package. 
	MR. COUTO: I don't believe they have them yet. 
	CHAIRMAN SHAPIRO:  I'm talking about old ones, if that's what you were asking. And I believe the material that I have seen, and I have also reviewed all of the staff reports going back to 2002. There was a requirement that there was -- the Board asked that there be horsemen's agreements in your application. It is my understanding that you had them. Do you have any objection to having a horsemen's agreement with respect to your current
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	application for licensure? 
	MR. DARUTY: No, we don't. Not only do we not have an objection we think it is an appropriate requirement for this Board to impose. You know, our industry is based on partnership between the tracks and the horsemen and it seems to me that it's critical for account wagering to not overlook the horsemen. So we've already talked with the TOC. We have worked out an arrangement with the same hub rates for '07 as we had currently. That document has not been signed yet but I don't anticipate any substantive problem
	At the same time we as an account wagering company cannot allow ourselves to be put at a disadvantage to our competitors. So if this board changes its rules or requirements and no longer requires a horsemen's agreement, you know, I think that it should apply to all.  But again, we believe that it's a very appropriate requirement for you to place. 
	CHAIRMAN SHAPIRO: Okay. In your application you were only asking for authority to accept wagers on Bay Meadows, CARF, Sacramento Harness, LA Turf Club, Pacific, Del Mar, LA County Fair. What if you were able to reach an agreement with say Hollywood Park. Would you not want the authority to do that? 
	MR. DARUTY: We would love to reach agreement and
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	carry Hollywood Park's signal through XpressBet. And in fact I think there may actually be an error in that application hearing you say that because we do accept wagers from certain jurisdictions by telephone only on Hollywood Park's signal. I also -
	-

	COMMISSIONER HARRIS: I --go ahead. 
	CHAIRMAN SHAPIRO:  One second. Do you not also accept wagers from Oak Tree? 
	MR. DARUTY: Yes. Again I think there may have been an oversight. The Oak Tree, Del Mar and Hollywood Park signals are carried by XpressBet in limited jurisdictions and by telephone only. 
	CHAIRMAN SHAPIRO: Okay. 
	COMMISSIONER HARRIS: The issue I think though is not clear. XpressBet does not accept bets in California on 
	Del Mar. 
	Del Mar. 
	Del Mar. 

	TR
	MR. DARUTY:
	 Okay, and that may be, that's 

	correct. 
	correct. 

	TR
	COMMISSIONER HARRIS: 
	We're licensing in 


	California is what we're doing. We're not doing, it's not a national license. 
	MR. DARUTY: Okay, this may be where the confusion is. There's a list of where we carry, what signals we carry in-state and what signals we carry out-of-state.  No, within the state of California, no, we do not accept wagers on any
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	of those three racetracks. But we would love to if we could. 

	CHAIRMAN SHAPIRO: All right, okay. Mr. Daruty, when ADW came into existence there was a promise from this industry that there would be a number of jobs created in California. Those jobs were going to be telephone operator jobs. And it is my understanding as I've gone back and read some of the transcripts, and I think other members of this Board who pre-date me, all believe that those jobs would be here. 
	What has happened is, as I understand it, hubs were created in other states and therefore there are very few jobs that actually come to California.  I know recently --you state here that in essence XpressBet employs 3.5 full-time union workers in the state of California.  That doesn't sound like a lot of jobs to me. And that doesn't seem that it was really fair that those workers that got behind ADW wagering and were promised jobs got what they were entitled to. 
	As I mentioned earlier in the meeting, I did visit with Mr. Stronach and I was made aware that jobs were being transferred, I think from Pittsburgh to Oregon, telephone operator jobs. And I asked him if he would bring those jobs to California because that's what was promised to California. Can you tell me whether or not that is being
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	done? 
	MR. DARUTY: Well what I can tell you, and if you'll indulge a little bit of background here.  You are correct. When we first entered the California market, XpressBet first entered the California account wagering market, we had a pre-existing telephone call center in Pittsburgh and we did not want to have to relocate those employees and put them through that disruption. 
	If I'm correct, and certainly the other providers will tell me if I'm wrong when they come up here but I believe we were the only one that really had --Let me put it this way, no one else put a call center in California either is my understanding. 
	CHAIRMAN SHAPIRO: I don't care what other ones did right now, I care what you did. 
	MR. DARUTY: Correct. Here we go, that's a lot better. So we do not have a call center in California, that's correct. For reasons that are beyond the scope of this meeting we decided to move that call center out of Pittsburgh and looked at the economics of moving those people to California. 
	And while we want to do the right thing by our employees and the unions, the fact of the matter is the economics of having a call center in California just cannot be justified. There is no possible way a telephone operator
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	can answer the phone enough times and take enough wagers in an hour on the limited hub fee that the account wagering company makes that they can, that that can be economically done. 
	Now what we have done is we have entered into discussions with the union about other jobs. We have offered the creation of a number of additional mutuel clerks jobs at the racetrack for the union. We have had other discussions about other ideas. Quite honestly we haven't come up with anything yet that they have been satisfied with but we're willing to keep talking. 
	The point about the phone operators. We could, I suppose, put a call center here and lose money on every employee and lose money on every wager. But ultimately that is not a business that makes any sense and it didn't seem appropriate for us just to subsidize a losing operation just for the purpose of satisfying the union. What we wanted to do was talk with them and come up with something that satisfies them but that also actually makes business sense. So that is the process we are in right now. 
	COMMISSIONER HARRIS: I am not sure if we can really dictate if a job is a union job or not a union job but I'm not really clear. Are you saying that you can run a call center in Oregon cheaper than you can run a call center in California?
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	 160
	 160
	 160

	 1 
	 1 
	MR. DARUTY: Absolutely.

	 2 
	 2 
	COMMISSIONER HARRIS: Why is that?

	 3 
	 3 
	MR. DARUTY: Because the labor costs in California

	 4 
	 4 
	are, I think, over twice per hour.

	 5 
	 5 
	COMMISSIONER HARRIS: Well some places. I

	 6 
	 6 
	guarantee if they come to Huron or Coalinga we could find

	 7 
	 7 
	you some pretty reasonable labor. A call center can be

	 8 
	 8 
	anywhere, it doesn't have to be in Beverly Hills (laughter).

	 9 
	 9 
	CHAIRMAN SHAPIRO: I think, I think what they are 

	10 
	10 
	saying is that the union hourly rate is about $28 an hour in 

	11 
	11 
	California. 

	12 
	12 
	COMMISSIONER HARRIS: Right. 

	13 
	13 
	CHAIRMAN SHAPIRO: And it's $11 in Oregon, 

	14 
	14 
	correct? 

	15 
	15 
	MR. DARUTY: That is absolutely correct. 

	16 
	16 
	COMMISSIONER HARRIS: Well, but I mean, but I 

	17 
	17 
	think the solution would be, that assuming that it has to be 

	18 
	18 
	a union job, which I don't necessarily buy into, but if it 

	19 
	19 
	did that there are a lot of union jobs around that are $11 

	20  
	20  
	an hour that the union might possibly be interested in. 

	21 
	21 
	MR. DARUTY: We'd explore any options. We would 

	22 
	22 
	like to have a call center in California, we'd like to 

	23 
	23 
	deliver on jobs that the union was expecting. But again, we 

	24
	24
	 don't want to just create positions that lose money because 

	25 
	25 
	that is not doing anybody any favors and certainly those

	TR
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	positions won't last. 
	CHAIRMAN SHAPIRO: Okay. What I don't see in your application is, what are you going to do to make ADW work better for California? What are you going to do to --what can you do? Let me give you, let me ask a question.  We hear about exclusives. What is your view on these exclusive agreements? 
	MR. DARUTY: I personally stated on the record at past CHRB meetings and I know other representatives of XpressBet have done so as well both in this jurisdiction and in others. We do not believe the exclusive model is a good model for the horse racing industry. We believe it's harmful to the racetracks, we believe it's harmful to the horsemen, and most importantly we believe it's harmful to the fans. We have -
	-

	But it is also no secret at the same time that we have to some extent exclusive rights over the Magna racetracks and that we don't provide that content to TVG.  want to make clear that that position we have adopted was a defensive position. TVG was the one who adopted originally the exclusive models. 
	We have publicly stated before and I'll say again we would gladly trade our content for their content on any terms they choose as long as those terms are reciprocal. But up until this point that is not an offer that has been
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	accepted. So we do believe exclusives are harmful but at the same time for our business reasons if one of our competitors is using an exclusive model we have no choice but to follow that as well just for our own survival. 
	And I would just like to add one point. I'm talking about the domestic market here. We've been struggling just to get ADW fixed within the United States. You can't even consider the international implication.  But what I have to say is for domestic distribution. 
	CHAIRMAN SHAPIRO: Well looking at it from horse racing's perspective, aren't we better off making, making our signal and the places where people can wager on California horse racing at as many places as we can? 
	MR. DARUTY: That is our view. Again, I know that TVG has a different view. We happen to think our view is correct. But yes, we believe that we are selling a product. And the more people you can put your product in front of the more people who are likely to buy it. So we believe the broadest possible distribution is the best thing for horsemen and for the racetracks. And it also allows the most freedom of choice for the fans. 
	CHAIRMAN SHAPIRO: And Mr. Daruty, I have seen some schedules with respect to how the wagering dollar is divided between the ADW companies, between the horsemen, between the tracks. And it appears to me that in many cases
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	that the horsemen aren't getting enough of that revenue. And again we need to get the purses up. We have to help California horsemen so that the owners will stay invested here. What solutions do you see for that type of a problem? 
	MR. DARUTY: Well I think we're uniquely situated as an account wagering company because of our heavy investment in racetracks. So, you know, I like to think that that, you know, maybe keeps us, you know, right down the middle of trying to be fair to both sides.
	 And what we have seen is that historically we believe the host fees that have been paid to the racetracks have been insufficient from the account wagering companies and it has been our goal to have all account wagering companies pay higher host fees for our content.  And that includes XpressBet. XpressBet pays a high host fee just as Youbet and others who carry our content do. 
	And of course the higher the host fee, that money is returned to the racetrack that actually produced the show, that put on the race, and half of it is split with the horsemen. So we think that's important. 
	COMMISSIONER HARRIS: Could you define, just to help some of us out, define what the host fee is. 
	MR. DARUTY: Yes. The host fee is the fee that is paid by the account wagering company to the racetrack that conducted the live race that is wagered on.
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	COMMISSIONER HARRIS: And that is then split between the horsemen and the track? 
	MR. DARUTY: That is correct. So as host fees increase, if we're successful in getting them increased, that ultimately increases purses. 
	CHAIRMAN SHAPIRO: So let me give you a specific example. If somebody makes a wager on XpressBet from outside California on your races at Santa Anita and there is a 19 percent take-out, 12 and a half percent of that money goes to the ADW company. Now I understand there's some market source fees and things that may come out of that but the bottom line is the horsemen are getting 2.9 percent. First of all, do you agree that's probably accurate? 
	MR. DARUTY: You're saying on an out-of-state wager on a California track? 
	CHAIRMAN SHAPIRO: Yes, yes. 
	MR. DARUTY: I had believed that the host fee that we were, that XpressBet was paying for the California racetracks was seven percent. I may be incorrect, it may be six and a half percent. But if you use your math with a 19 percent take out the host fee of seven percent or six and a half percent would go to the California racetrack that ran the live race. Half of that would go to purses, half of that would go to track commissions. That would leave either 12 or 12 and a half cents with the ADW company who the
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	a large source market fee to the jurisdiction that actually generated the wager.  And then the amount left after the source market fee is retained by the account wagering company. 
	CHAIRMAN SHAPIRO: Okay. But the bottom line is, because I asked staff to run some numbers for me, okay. Here we have our California horsemen, they're putting on a show. Somebody in Iowa places a wager through your company. your company gets 12 and a half cents, 12 and a half percent, and the horsemen are only getting 2.9 percent. And they're putting on the show, the owners have made the investment. That doesn't seem right. 
	And I appreciate you have got to pay the people in Iowa and you've got to pay other people. But discount that down. Maybe you're paying somebody eight percent, I don't know what you're paying them. But clearly you're making double than what the horseman is getting. Now that doesn't sound right to me. That doesn't sound like this model works. And -
	-

	MR. DARUTY: The --I'm sorry. 
	CHAIRMAN SHAPIRO: And that's where I have the problem with ADW. Because again, and I appreciate that's new money because we wouldn't have that without ADW wagering. But when a wager is made live on-track at your racetrack today at Santa Anita the horsemen are getting
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	close to eight percent of that dollar. 
	Now there's all different numbers here but in every instance the horsemen, the top percentage that I can find is 5.63 percent of a wagered dollar through ADW is going back to the horsemen. Whereas if somebody comes to the track they're getting nearly 8 percent. How do we solve this problem? 
	MR. DARUTY: Well, I understand your point. Let me respond. I'm not disagreeing with you because ultimately I do agree that more money needs to be returned to the industry, to the tracks and to the purses. 
	But let me remind you that there is a racetrack in some other jurisdiction somewhere. In its view, when one of its patrons bets through account wagering on a California race, their view is without account wagering this guy would have come to our racetrack in Iowa or whatever state we're using in our example, and would have wagered and that money would have been retained by the Iowa industry. 
	And just like you're saying, an on-track wager is worth a lot more. And so we are compensating and the other account wagering companies do as well. We are compensating that source market so that the horsemen there are earning, you know, money for their purses and the track is earning revenues. It's a tension. The higher, the higher host fee you pay the less money you have left for the source market.
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	You know, who wins that battle, who should win that battle, you know, that's a pretty complicated issue. 
	COMMISSIONER HARRIS: I'm not clear on that host fee though, which trickles down to the horsemen. Is that negotiated in this? I don't know. I think the Racing Board necessarily can go in and say, okay, it should be this or that. It's really going to be negotiated between the horsemen and the tracks. The numbers that we're looking at now, was that negotiated by the horsemen and XpressBet? 
	MR. DARUTY: The numbers --Well, I can answer that question for XpressBet and then also for the racetracks. Let me start with the racetracks. The California racetracks at Santa Anita and Golden Gate Fields, yes, we sell our signal to a number of account wagering companies, not just Santa Anita. I'm sorry, not just XpressBet. The sale of that signal we do in connection or in conjunction with the TOC. We talk with the TOC to get their, you know, concurrence with the rates. And we believe generally that the rat
	COMMISSIONER HARRIS: Well if you both agree what do you --It seems like if you would agree --usually a rate gets set because one person thinks it's too high and one person think it's too low. But if you both think it's too low why wouldn't it be a higher rate? 
	MR. DARUTY: I haven't, I mean I haven't heard any
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	objections from the TOC as to the rate that we're receiving for the Santa Anita and Golden Gate signal. You know, we may -
	-

	COMMISSIONER HARRIS: I thought it was TOC's fault. 
	MR. DARUTY: --we may hear that soon. But yeah, you know, I'm pretty comfortable with my racetrack hat on that Santa Anita and Golden Gate Fields are getting a good market rate for their signal. 
	COMMISSIONER AMERMAN: You're also in agreement that the horsemen share of that should be higher than what it is at the present time? 
	MR. DARUTY: Well the horsemen -
	-

	COMMISSIONER AMERMAN: And that's negotiated with the TOC? 
	MR. DARUTY:  The horsemen's share is essentially 50 percent of whatever the overall host fee is. 
	COMMISSIONER AMERMAN: Right. So the host fee, if the horsemen are to get more, who put on the show, the host fee has to go up. 
	MR. DARUTY: Yes. Now there's a --You know, there's a tension here because at some point, let's say that Santa Anita said, okay, we're going to sell our signal for 12 cents or 12 percent to account wagering companies. Well guess what, the account wagering companies, by the time they
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	pay Santa Anita 12 percent, by the time they compensate the source market, there is not any money left in it for them. So what are they going to do? They're going to tell their customers, don't bet on Santa Anita, you know, bet on some other signal. 
	And so there is, I mean, there is economics here. We have got to leave a piece of the pie for the account wagering companies that are big enough to justify their business. And the tension is finding that tipping point. 
	COMMISSIONER HARRIS:  The thing is we're looking at California, though, where we feel we've got the premier racing. It seems like we should be, you know, a little past the tipping point, in my estimation. 
	MR. DARUTY: Well, I mean, the flip side is look at California's law. California's law does not allow California account wagering companies when they accept a wager in California to pay a host fee of higher than three and a half percent. So when a person in California places a wager on a New York racetrack or a Kentucky racetrack or a Florida racetrack the most that track on the other side of the country gets is three and a half percent. 
	So while, you know, we think that the host fees, you know, should be higher, at the same time we're telling others outside the state of California we're not going to pay for their content what we think our content is worth.
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	So again there's two sides to -
	-

	CHAIRMAN SHAPIRO: Do other states, do other states have those legislative limitations? 
	MR. DARUTY:  Off the top of my head I am not aware of any other states that limit the host fees. I hear someone whispering from the back, New York, and that could be right. 
	COMMISSIONER MOSS: Have you ever talked to a national organization about up-fees or rates or anything like that. Has NTRA ever stepped in and done any negotiating or how do you get to dealing with this situation? 
	MR. DARUTY: Well, I think it's --I don't know how to answer that question exactly because there has been, obviously, a number of ongoing discussions against a number of parties. I can't point to any, you know, specific sit-down where people said, hey, let's go try to tackle this problem. 
	COMMISSIONER MOSS: Because I think we're being pieced away, you know. I mean, you've got, you can play Santa Anita against --You know, all this kind of thing. It takes away any bargaining power we have unless we all get sort of racetracks united, so to speak. 
	COMMISSIONER HARRIS: There possibly could be some antitrust issues. But the leagues, I mean, the professional
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	football leagues and baseball and all these guys do it so -
	-

	COMMISSIONER MOSS: I'm looking at those models and wondering what they -- they set television and things like that and they seem to get away with it. So I'm not, you know. I'm just inquiring as to whether this is a possibility or off in the woods somewhere. 
	MR. DARUTY: Well it would be hard. It would be, I think, hard to set just a national host fee rate because that doesn't take into account the specifics. You know, the Santa Anita signal might be better than some signal from some, you know, small racetrack somewhere. So there needs to be variability. 
	And then once you get into that variability you kind of ask yourself, isn't the best way to address that just to let the free market dictate and people will pay for a signal what they think it is worth. And if we raise Santa Anita from the seven to eight percent range to the eight to nine percent range and people still buy it, you know, that's great, we just made more money for California. But if we raise it and people say that's too much, we're not paying that, then, you know, we actually lose revenues bec
	CHAIRMAN SHAPIRO: Okay. It's very perplexing and I know it's very complex but, you know, I love the
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	convenience of ADW and I love the product that we sit at home when we can't get to the racetrack and we can use it. But I question, when you step back and look at it, whether the overall benefit has been there for our tracks. 
	COMMISSIONER HARRIS: Just a question too on the free market. I'm not, maybe I wasn't following Scott completely. But we're not talking about charging the patron any more. The bettor isn't going to pay any more. 
	CHAIRMAN SHAPIRO: No. 
	COMMISSIONER HARRIS: So it's just the split.  So I don't know if you change the split if you're going to lose business. Maybe you'll lose profit sectors within the split. 
	CHAIRMAN SHAPIRO: Well I think the question is, if the companies aren't making enough money on it they don't push the product. They won't put as many live races on their TVs or they won't show the races, thus it's going to hurt the racetracks and then consequently it's going to hurt the horsemen.  Because they're not going to track --The ADW companies are going to drive those fans to wager on the product they make the most money on. Isn't that correct? 
	MR. DARUTY: That is absolutely correct. 
	CHAIRMAN SHAPIRO: And so it is not a matter of what the fan is paying, it doesn't affect the fan. But it's going to, it has this trickle down effect of they're not
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	going to promote California racing if California racing is too expensive and Yakima Downs or some place is, you know, a lot cheaper. They're going to push that. 
	COMMISSIONER HARRIS:  Well I would doubt that they would say there would be no Mercedes dealers. Everyone would be selling Yugos or something. 
	CHAIRMAN SHAPIRO: Well, I would have looked at it that they probably, you know. It's kind of like if Harris Farms beef is going to stay so high, you know, they're going to go down to Joe's beef. 
	COMMISSIONER HARRIS: Well, but if we give it away we're going to be out of business. Which is kind of what's happening with ADW. 
	CHAIRMAN SHAPIRO: There you go. 
	COMMISSIONER AMERMAN: Have these breakdowns of fees been in place since 2002? Have they changed at all in the past four years? 
	MR. DARUTY: Yes, they have.  We, in honesty, on behalf of our racetracks have been pursuing a concerted plan of trying to get the host fees bumped up. And over those period of years the host fees that we're receiving are higher than they were back at the start. 
	COMMISSIONER AMERMAN: Who did you negotiate that with? 
	MR. DARUTY: With the account wagering companies,
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	so that would be XpressBet, Youbet, anybody else who is taking our signals. 
	CHAIRMAN SHAPIRO: And do you do that, do you do that you and them or are the horsemen involved in that discussion? 
	MR. DARUTY: We always have the horsemen's ultimate approval. I mean, if we strike a deal that the horsemen aren't happy with then we don't have a deal. 
	CHAIRMAN SHAPIRO: Okay. 
	COMMISSIONER AMERMAN:  And you are in agreement that most likely in a free world that more distribution is better than the way we're going at the present time? 
	MR. DARUTY: That is absolutely. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. DARUTY: If I might make just one, one other quick comment because I know there was some discussion about some things that were not included in our application. The signed contracts between XpressBet and the racing associations, and I am speaking specifically on behalf of Santa Anita and Golden Gate Fields, that's correct, those were not in the application. 
	But I can assure you that our racetrack and XpressBet are going to reach an agreement and there will be a signed agreement. And as I mentioned, we have an understanding with the TOC and I think it's just a matter of
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	putting the paper together on that. So if this Board were so inclined to do so we would certainly welcome those as conditions to approval of our application and we would be submitting those documents shortly. 
	CHAIRMAN SHAPIRO: Well I agree with Commissioner Harris and I don't believe that we should move this forward until we have those things in place that make the application complete because all too often we find that there's a problem. 
	COMMISSIONER HARRIS: It just seems too that --I could see some rationale based on volume. That if you could, you know. We really weren't that concerned on the rates because we thought we were going to grow the volume and the volume would take care of everything. But it's been, you know, somewhat a success. But in your distribution can you see that your volume is growing both as a factor of how much is wagered and as how many homes are in? 
	MR. DARUTY: Well I'm not sure I follow all the question exactly but yes, our volume of wagering is increasing. You know, the classic, I guess, question is, you'll certainly hear from, you know, TVG that they believe their host fees are appropriate and their host fees are considerably lower than the host fees that XpressBet pays. And so there's the tension.
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	They'll say, well we have, you know, X million dollars of handle. And that number may seem really big because it's a lot of handle. But if the host fee is lower you've got to ask yourself, are we making up in volume what we're giving up in pricing? And it's pretty interesting when you actually look at the revenues generated as opposed to looking at the total amount of handle. Because obviously you can have higher revenues on a lower amount of handle if you price your product right. 
	CHAIRMAN SHAPIRO: Okay. Are there any other questions for XpressBet? If there are none then what I would like to do is I would like to defer this until the application is deemed complete and we'll re-agenda, put this back on our agenda for next month. 
	MR. DARUTY: Thank you. 
	CHAIRMAN SHAPIRO: Thank you. The next one I believe is Youbet. Good afternoon. 
	MR. CHAMPION: Good afternoon, Mr. Chairman, how are you today? 
	CHAIRMAN SHAPIRO: Very well. You want to state your name. Where is Jackie? There she is. 
	STAFF SERVICES MANAGER I WAGNER:  Real short. 
	CHAIRMAN SHAPIRO: It's really hard to -
	-

	STAFF SERVICES MANAGER I WAGNER: Jackie Wagner, CHRB staff. Youbet has filed two applications. One to
	     PETERS SHORTHAND REPORTING CORPORATION  (916) 362-2345 
	provide ADW services as a California multi-jurisdictional wagering hub and an application as an out-of-state multi-jurisdictional wagering hub.  It should be noted that they are currently licensed to provide these services now. 
	Their applications are from January 1, 2007 through December 31, 2008. They are proposing to operate seven days a week with the hours of approximately 8:30 a.m. to 11 o'clock p.m. Pacific Time. It should be noted that they have applied for a two-year license.  However, as was mentioned before, the statutory authority for ADW is set to sunset December 31, 2007 and therefore it would be appropriate for the Board to consider this application for a one year term. 
	There are several items that are outstanding in this application including the horsemen's agreement for the 2007 race season, the agreement from the California Harness Horsemen's Association, as well as there is one director that has not yet been licensed. He is in the process of being licensed, we just need to complete that process.
	 This morning I did receive an amendment to Youbet's application for their operation plan as it pertains to their hub in Oregon. They are proposing to add United Tote as a tote company and I do have that here in my possession. 
	Staff would recommend that the Board approve the
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	application for a one year approval for Youbet conditioned upon receiving the information needed to complete the application. 
	CHAIRMAN SHAPIRO: Thank you, Jackie. If I could just ask the people who are talking on the side if they'll either go out of the room or talk quieter I'd appreciate it. 
	Good morning. I'm assuming you are here for the questions that were asked of XpressBet. I would like to ask the same questions and similar questions to you as well. First of all, as you just heard from staff and based on my review of historical approvals given, this Board has always asked that you have an agreement with horsemen with respect to the providing of ADW wagering. Do you have a horsemen's agreement or are you in the process of getting one? And do you have any objection to there being an agreement
	MR. CHAMPION: Well again good afternoon, Mr. Chairman and other commissioners, it's a delight for me to be here.  I am Charles Champion. I am the chief executive officer and chairman for . Joining me at the table today to my right is Mr. Scott Solomon, our general counsel, and working with me in business development. Behind me is Mr. Lonnie Power, vice president of public affairs, and to my left, Mr. Michael Robertson, who also works in the legal department and today is serving
	Youbet.com
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	as our chief technologist. And I have my fingers crossed. 
	The other thing is that I know there's a lot of hungry stomach in the room today so there's about 100 hamburgers and fries on the way in an effort to keep everybody settled and in the room. So those should be arriving in minutes. Yeah, you thank me later. It's in the spirit of . 
	Youbet.com

	CHAIRMAN SHAPIRO: I heard a motion from the floor to approve your application. (Laughter) 
	MR. CHAMPION: Yes. 
	CHAIRMAN SHAPIRO: There is probably a second out there. 
	MR. CHAMPION: As long as the DAG doesn't find that as a conflict of interest I'd ask that you do that. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. CHAMPION: Excuse me one second. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. CHAMPION: Mr. Chairman, we are prepared to answer the questions that you have asked us today.  We'd also like an opportunity to share with you some information that we think would be helpful for the Board to understand some of the issues that you have raised today and have been raised over the last several years in meetings much like this. And I think, not wanting to hijack your agenda, I think it might make sense if we give you the presentation
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	first. 
	CHAIRMAN SHAPIRO: Fine. 
	MR. CHAMPION: Because I think a number of the questions will be answered as we go through it. 
	CHAIRMAN SHAPIRO:  Great. 
	MR. CHAMPION: That's a very good sign, by the way for the non-technologists in the room.  So again, thank you very much for the opportunity to be here. It was approximately four and a half years ago that I was introduced to my role as the president and chief operating officer at a meeting much like you, sir and I didn't know what I was getting into at that time either. 
	And in fact from that panel I was wished a tremendous amount of luck.  Because at the time, just to refresh everyone's memory,  was hardly in a very good position. There was approximately $750,000 in the bank and we were burning over half a million dollars on a monthly basis.  We were generating somewhere around $95 million and we had just been licensed in California. 
	Youbet.com

	We had an ongoing opinion, much like our friends right now at Magna, and we also had issues about being delisted on the NASDAQ.  We had a judgement for $1.3 million in front of us. We had $3 million worth of liabilities and only a $1.5 million worth of assets. 
	-

	CHAIRMAN SHAPIRO: And you joined them?
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	MR. CHAMPION: That's correct. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. CHAMPION: Which is, which is probably a probable drug test case under any conditions.  But I did. And the thing that most of you also know is I had absolutely zero horse racing experience when I joined . I had been to four horse races in my life; one of them happened to be the Kentucky Derby. And much like people who don't understand horse racing I bet on colors and names and yeah, let's see if we can't win the 30 to 1 odd. 
	Youbet.com

	But I have come to love this industry and I have come to love the people in this industry and I mean that sincerely. I think there are a lot of great things that go on in this industry and unfortunately it's days like this that cause us all kind of a shudder and a chagrin. 
	What I hope to be able to show you today is how we have approached the business over the last four and a half years. How we think about the business. What we know about ADW and what we're still learning about ADW. What we believe about cannibalization,  How we think about host fees and source market fees. Why we've done some of the things that we have done. I'll talk to you about where we succeeded in california and frankly where we failed miserably. I think that what you'll see when we're done is that you'
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	others on the efforts that we've put forth to try to make this a success and to help this industry. 
	Historically I'd like to give you a little bit of background just to, actually the discussion framework. I'm going to give you a historical context, very short.  We're going to talk a little bit about handle growth. We're then going to talk about customer growth and demographic migration, program alternatives, some technology synergies that we're working on.
	 We're going to talk about the agreement between Youbet and TVG so there isn't any confusion in anyone's mind. We're also going to be talking about fee contributions because that will probably be discussed later. We are also going to talk about the importance of compliance and transparency and then also what people such as yourselves should expect from people like us. And with that, again, I'll bring this slide up. 
	As I mentioned we were doing about $94 million worth of handle in 2001. Today  and IRG is doing $753 million in handle. A growth rate of over 50 percent during that period of time, compounded, with revenues going from about $8.3 million to $142 million. And with net income from operations of a loss of $15 million to year to date profits of about 3.5. And only because we're a public company and I can't give you any forward looking statements.
	Youbet.com
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	I can't tell you where we'll end up by the end of the year or you'll have to visit me at Lompoc on Thursdays. 
	The point I want to make with this slide is that I was armed, as others in this room were armed, with the same tools. I had access to content, I had marketing dollars available to me, I had data available to me, and I approached the business in a certain way. And that is what the results have been. 
	I don't see that I had any particular advantages and I can tell you I am no smarter than many of the people in this room. But it was because of the way we approached the business that we were able to turn that business around. And I want to very clearly state that this industry can be turned around by adopting some of the same types of programs and the same approach. 
	So with that, that's what our handle growth looked like overall for . Would you superimpose California on that. Show the next slide. That's what the growth of California at  looked like. This goes back to Mr. Daruty's point. It's a free market.  We ended up with California customers and we ended up with California content and we ended up with very little to no yield. We couldn't make a lot of money in California and therefore we did not promote California customers.  We didn't and the growth rates reflect t
	Youbet.com
	Youbet.com
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	If you look at the company we just bought, which is the next slide, IRG, you'll see that it's even more dramatic because IRG is not licensed in California and Californians cannot take advantage of the opportunity that IRG has. So once again California, in my opinion, is disadvantaged. 
	Now the next slide. However, our customer bases have grown to 185,000 customers. Of that 26,000 of them have come from our customers. This industry talked for years about the complexity of the business, the complexity of wagering on horse racing. That it wasn't like going to Vegas and placing a bet red/black or counting to 21. And that's absolutely true. 
	Youbet.net
	 or Youbet.net active 

	And a lot of people talked about it but we recognized it so we went out and we built a dot-net site. Others have now followed that. I believe TVG now has a dot-net site as well, an educational site to help people understand the business. But as a result of that we've seen a 24 percent increase in total customers. 
	But more importantly, 27 percent of them now are under the age of 50 years old. Our fastest growing groups are 21 to 30 year olds and 31 to 40 year olds. We're attracting younger audiences to the business. And why shouldn't you expect that, it's technology.
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	Sixty-three percent of our customers are now under 50 with 53 percent of the handle coming from people under 
	50.  is getting younger and younger every day and we expect that trend to continue. We have a break point at 
	Youbet.com

	21. We don't take 18 year olds, they have to be 21 to bet at Youbet. So that gives you an idea of what we can do against youth audiences with technology. The next slide, Michael. 
	The other thing we've done is we've worked with key tracks across the country. One that we're particularly proud of happens to be Harrah's. It is a non-exclusive agreement. It does not require them to limit their distribution to anyone. We think that limiting distribution, and I'm not talking about TVG, I'm talking about the track's decision to limit its distribution in an aging and declining market is insane. They need to expand their distribution. They need to get it in front of more people. 
	This can't be blamed on an ADW company because others have to sign those agreements. When we entered into the agreements with Louisiana Downs we pay a higher host fee because we believe that you want to reward the individuals who are in fact putting on the race. We agree with that. We think purses need to be higher and we're going o do everything we can to help that occur.
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	As a result of our relationship with Harrah's we increased our total handle by 56 percent, on a daily average by 53, by race 62. And the reason those numbers are different is because their meet this year versus last year had fewer days. We used our Youbet advantage program and on those days that we offered double points they ended up with a 67 percent increase year over year. 
	What's also important to know is that they recognized by themselves and with our help where they could compete domestically and internationally to grow their business. They didn't try to go up against Del Mar and they didn't try to go up against Saratoga and they didn't try to go up against other racetracks that they had little or no opportunity to grow their business. They went up and they tried to grow their business on days where those major racing events weren't occurring.  And as a result they have ann
	The deal basically just has us as a provider to them and they promote  to their customers on track. They embed us in their simulcast signal, they give us, you know, some opportunities to market with their list, and we, in fact, sponsor one of their races, the Super Derby, which has been very successful. Next slide, Mike. 
	Youbet.com

	The other thing is, and much to the chagrin of unfortunately the public markets, our purchase of United
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	Tote has been misunderstood and not appreciated quite yet. Yeah, United Tote happens to be one of the most innovative and advanced totalizer systems available. And yes, we have got proprietary game development going on and we think that is going to be very positive to not only our customers and to our shareholders but also to tracks. 
	It's really the integrated solution that I am going to talk about in a minute and now it really comes to work with an ADW platform. We also believe that our international presence in a number of countries is going to give us the ability to help get our content distributed globally. We have more than 13,000 wagering terminals now deployed worldwide. 
	And it is important to understand that when the integrated solution is deployed in the beginning of the first quarter of 2007 we are literally going to be able to open up and do what one member of the Board has suggested is, in fact several of you, is why can't we open up virtual OTBs every place that we would want to so people can basically interact with the sport on a daily basis. 
	We also have proven at United Tote that we can handle large scale deployments and large events and handle a tremendous amount of volume by handling the Kentucky Derby for the last number of years, five Breeder Cups and obviously now handling the Belmont Stakes and other events.
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	And just to talk a minute about the integration of technology, because that's really what we're talking about here. We're talking about technology growing our business. So the next slide talks a little bit about how we do that. A customer comes to the track or goes to the OTB and right now it's an anonymous transaction. No one knows who that individual is, how often they come, other than maybe the guy, the pari-mutuel clerk who sits on the $50 window. 
	That data can now be collected either by using fastback cards or by setting up one single account and tying it to your ADW account and allow us to track that behavior across the entire spectrum of the wagering opportunity. You take the two databases, you consolidate them together so you have a total picture of that customer's wagering behavior. How much he is contributing, how often he comes, whether he's spending time at the track, where he lives, all the rest of the things. So you can begin to modify his 
	 Once you identify these targets and customers it's about messaging. And then you, then you repeat the cycle. Again, that will be deployed in the first quarter of 2007 from us. Next slide, Mike. 
	So let's talk about this thing that a lot of people have talked around, including myself the last couple of years is, what is Youbet's relationship with TVG? Well
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	first of all it is admittedly a very complex relationship, as all of you know. And it has not always been the smoothest relationship. In fact it has been quite contentious at time. 
	First of all, one is that TVG provides us through their license agreements a significant amount of our content, approximately a third of it. We also provide them and have provided them somewhere in the neighborhood of 72 to 100 million dollars if you want to count the amount of money that they were able to cash out on the stock they got when the original agreement was crafted. 
	So they are a large provider of content to us and we are also a very large customer of their's.  In fact, I think Mr. Nathanson might acknowledge today that we might very well be their largest source of revenue behind his own to TVG. The next slide, Mike. 
	How much of it comes from California residents or California and non-residents.  Just so it's clear and for the record, not that this slide is in any way, shape or form going to help me or this discussion today, the largest amount of it comes from actually outside of California, not inside California. And you can see how it has been increasing in years 2003, 2004 and now it's beginning to flatten out in 2006. And that again is back to Mr. Daruty's comment about price sensitivity and the balancing of, in
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	fact, content. 
	CHAIRMAN SHAPIRO: Can I just, can I just ask one question?
	 MR. CHAMPION: Please. 
	CHAIRMAN SHAPIRO: Is that because you are not pushing California product? 
	MR. CHAMPION: That's correct. I am not pushing California content other than on select days and select basises (sic). 
	COMMISSIONER HARRIS: On the non-California residents would that include a bet they may have made on California or is that just total? 
	MR. CHAMPION: We don't, we do not spend the time and or the money that rightfully we should because of the economics in California. We don't go out and attempt to increase our position in California by promoting a tremendous amount and getting new customers. We don't, we don't spend a tremendous amount of time promoting California content on our site other than when we create agreements with individual track operators. 
	We've done some things, for example, with Los Alamitos a long time ago, admittedly when Mr. True was there. We did a program with him where we tried to drive people who were within 25 miles of the track to the track. Mr. True, who was the general manager of Los Alamitos at the
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	time, gave the patrons of Youbet the opportunity to get free parking I think he gave them a beer and a dog. He gave them free admission and a program and we drove, you know, some number of people to the track. 
	CHAIRMAN SHAPIRO: But why are you, why are you, why are you not pushing California? 
	MR. CHAMPION: It's purely an economic reason. 
	COMMISSIONER HARRIS:  But is it a different model? I can see the whole TVG deal being a problem but it seems like it is growing. Total TVG payments outside of California are growing. So are you paying like a different rate outside of California to TVG? 
	MR. CHAMPION: When you consider the market access fee, which is I believe six and a half percent max, and then reduce down from that because of our negotiations with the TOC to somewhere around I believe six.  You then add on top of it our licensing fees to TVG, our payments to the tote. We in essence in total overall business in California make somewhere around one percent or less. 
	In certain cases wagers would actually go negative. And in fact, without getting into a lot of the detail, which in fact I'm barred to get into because of the fact there's an order in place because we're in arbitration today. The dispute which is public between TVG and Youbet is over the fact that we believe that we had an agreement
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	not to go negative. They believe that we do not have an agreement not to go negative. And we basically, if we lose that arbitration in essence what that's saying is that Youbet would be in a position to take bets in this state and lose money. 
	Now all of you as I look around have run very successful businesses and have made a tremendous amount of money through that, through that wit and that ability. You and I both know that you would not sell products at a loss for any period of time, it makes no sense. You're going to find other ways to make money with the content and products that you have. And that's what we've done. I'm not, I'm not proud of it but I also have to tell you I'm not embarrassed by it either. 
	COMMISSIONER HARRIS: I can see the California problem but I don't understand of those non-California residents those payments to TVG, wouldn't that be somewhat of a similar economic model to the problem we've got in California? 
	MR. CHAMPION: The reason --In certain cases you're absolutely right. We get close to a very low, low margin in those other areas but the market access fee here is a significant factor, a significant factor.  So why don't we move to that, if we could, to the next slide. 
	Let's talk about exactly where these contributions
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	are coming from in terms of total handle and actual dollars. This comes from CHRIMS, public data. The information is available to you, you can check it. Hopefully the guys that worked until 1:30 last night didn't make a mistake.  I don't believe they did. 
	 in terms of top out-of-state providers, meaning a customer wagering from out-of-state on a California track, we're number five, producing $49 million or a 3.6 percent share.  The people that are above us are Nevada, New York, RGS and IRG. If you look you'll see XpressBet at 22 and TVG at 14. Next slide. 
	Youbet.com

	If you combined our IRG, which we bought a year and a half ago, and Youbet, only behind Nevada in terms of handle produced at 103 million, 104 million, and Nevada 128 million. So we're the number two provider to California from outside. And that's without having the benefit of IRG's activity in the state. The next slide, Michael. 
	But how much in terms of total host fees do we pay? Well from out-of-state sources we pay $6.3 million. Nevada, which pays --which has actually a greater handle number than we do in fact pays less, $4.8 million at number two. So in terms of out-of-state host fees to racetracks IRG and Youbet is number one, Nevada is number two. And if you look you won't even see our competitors in the top ten in terms of productivity outside of the state onto tracks in
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	California. Which if I understand correctly is one of the principal issues that this Board is trying to address.  How do I get handle on California tracks? How do I improve purses? 
	There's also one other factor. We have a --Part of the arbitration with TVG is also the fact that there's an eight and a half percent cap involved, which has to do with the host fees that we are charged for out-of-state handle in California. And the way that we have been calculating them and the way that TVG believes we should be calculating them are very different. If TVG, again, prevails in this arbitration then those numbers will be radically affected because we'll have the same problem with out-of-state
	So, you know, how we looked at some of this stuff and what have we done, why have we done it. And I think the next slide will help me --well again, I'm sorry, there is one more slide. It's when you look at both California, California residents and California tracks, so the market access fees along with the host fees. --you went back, you need to go forward. 
	Youbet.com 

	MR. ROBERTSON: Okay. 
	MR. CHAMPION:  No, one back. It's $19 million. And yes, TVG has produced a tremendous amount of fees in the
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	state, $27 million, 19 million at Youbet and IRG.  And if you add that 19 million to our 6 million you'll see that we're fairly comparable. And I believe up underneath this slide if you add TVG they're probably at 28 million maybe, maybe as high as 29. 
	The way we approached the business was first of all we recognized and believed that the technology could introduce a lot of young and new people to the sport of horse racing. We also recognized we needed to stay out of the source markets of the racetracks where they were pulling their customers. 
	As one example, and you again have this data available to you so you can check it, CHRIMS can tell you exactly where my handle is coming from in the state so you can see exactly what the wagering activities are within a 25 or 50 mile radius of a track. But just to give you one example where we worked particularly hard to stay out of the source market area, at Keeneland's meet I believe we put $8.4 million through their, through their system. 
	Out of their 24 mile market area, $12,138 was wagered not just on Keeneland but on every other track. Ninety-five percent of our business comes from outside the 25 mile market area of a track. And the reason is we believe that cannibalization is a concern and we needed to stay away from it.
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	We also believe that transparency is also critical and we created something at Youbet that no other, no other ADW company has yet to date. No other SPMO, secondary parimutuel organization has created, and that's a wagering compliance committee. You've heard about it before, I won't spend a lot of time talking about it. But I have people that were in law enforcement, that worked in Las Vegas in gaming control, watching what I do and making sure that I do it correctly. And being a public company we're totally
	-

	The other thing that we've done and we're particularly proud of is that we believe that as a Board you need to have people on this side of the table that recognize the problems that go on in this industry.  Not just the things that we've been talking about today. The horsemen, you know, and the purses. There are many other issues that are facing our industry and help needs to be given. And over the last two years on an average of those two years we have spent nearly a half million dollars supporting a host 
	We have given multiple thousands of dollars to the
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	 197 racetrack chaplaincy because we think they do great work, particularly on the back side.  We have given over $200,000 to the University of Arizona racetrack program because we think the industry needs more data. We've been involved with the turf riders in order to try to get scholarships so kids coming out of journalism school want to write about our sport. We basically sponsored AGTOA and TOBA and a number of others. I mean, my lord, we have even given money to the Baltimore Mounted Police. We think i
	 So I guess the thing I would say before I answer the questions is if not us and companies like us who then? Who do you want sitting on the other side of this table? Doing what? Thank you very much for listening and I appreciate it and now I'll be more than happy to answer your questions. 
	COMMISSIONER AMERMAN: Mr. Champion. 
	MR. CHAMPION: Yes. 
	COMMISSIONER AMERMAN: It was a very nice presentation, an excellent presentation.  What was your background before you went to Youbet? 
	MR. CHAMPION: You promise you won't hold it against me? I spent -
	-

	COMMISSIONER AMERMAN: I'm just interested. 
	MR. CHAMPION: I spent, I spent 30 years in the newspaper business but I assure you, not as a journalist. I
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	wasn't allowed near the text and I wasn't allowed near the pictures at all. I ran newspaper companies. 
	COMMISSIONER AMERMAN: Who is the technology brain behind Youbet? 
	MR. CHAMPION: It's certainly not me. 
	COMMISSIONER AMERMAN:  Okay. 
	MR. CHAMPION: We have, we have a staff of about 30 people and it's distributed across a number --we continually upgrade that staff. But we have, we have a couple of great architects and engineers. We have also now augmented our efforts by hiring a company that is located in China so we can develop faster and new products. 
	COMMISSIONER AMERMAN: Thank you very much. 
	MR. CHAMPION: You're welcome, sir.
	 CHAIRMAN SHAPIRO: So Mr. Champion, again, excellent presentation. I gather from that that you have no problem with horsemen's agreements and you also believe that exclusive agreements are something that are --you have no problem with non-exclusive agreements? 
	MR. CHAMPION: No, I --you know, as I said before or I've said earlier in this, we think that from a track perspective --and again only as track, this is not a criticism of one of my competitors. This is absolutely directed back to the tracks. We think that's a mistake. 
	CHAIRMAN SHAPIRO: My questions, my questions are,
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	again, they're not geared to any company. 
	MR. CHAMPION: I understand that. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. CHAMPION: But I want to make sure my responses are not directed toward any company either. 
	CHAIRMAN SHAPIRO: No, in the context I understand, okay. Frankly, in the packet that we had there was the agreement between Youbet and TVG and I think my eyes glazed over, you know, about 12 pages into it and I looked at it and I said, wow. I don't know given what you've shared with us today and my looking at that agreement to some extent, the part that troubles me the most is -
	-

	And I have been to your offices and I've seen your technology and I've been to TVG's and I've seen their's. Everybody seems like they do a great job in their area. What troubles me is, what can we do to benefit California racing when clearly you demonstrated that you understand the demographics and the way to grow this business. You seem to have, you know, your thumb on the pulse of what racing needs to do to be reinvigorated. 
	But how can, how can the system be restructured within the confines that you have to operate so that California can be more lucrative to you? I mean, if you're handcuffed by an agreement (tone sounded) --I don't know what that was. If you're handcuffed by an agreement that
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	doesn't make it profitable for you to push California racing that's no good for California racing. So what suggestions do you have since I know I'm not smart enough to understand all the technological wizardry. What can we do? What should we do? 
	MR. CHAMPION: To the extent that you can create a level playing field that's based on free market, that's my encouragement to you. We have never come and we will never come, at least as long as I'm there, to try to attempt to create regulatory obstacles to competition. We think that, you know, there needs to be a competitive landscape. It helps companies develop better products and deliver better services. 
	The problems that I have with my economics are between two companies. They need to be worked out. I'm hopeful that one day a partner will look at this relationship and say, there's more in it for us to work together than to constantly fight amongst each other. It doesn't make any sense. We're losing money in this relationship. But I am not entirely sure. Others here probably have better ideas on what you can do as a Board as to how you can correct that problem. 
	CHAIRMAN SHAPIRO: Well isn't one of our ways, I guess is that we could look that licenses don't have exclusives could be, you know, something --I don't know
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	that we could consider doing that. That we could, as a condition, that there's no exclusive licenses and other things. I mean, again, I don't want to hurt any ADW company. 
	MR. CHAMPION: I understand that. 
	CHAIRMAN SHAPIRO: And I do not want to see anybody, you know, harmed. But somehow our track partners and our horsemen and our fans deserve to get the best product. I don't know that we aren't better off forming an ADW company in the state of California through Cal Racing and just forming one that says, you know what, everybody can go through Cal Racing. I don't know. I'm trying to figure out what we should be doing. 
	MR. CHAMPION: Well clearly to the extent that you can reward those who provide value and create, especially as this law sunsets and we have an opportunity to restructure it, there is an opportunity to incent (sic) people to do these things instead of disincenting people. 
	Again, we have spent a lot of time thinking about California and looking at it from a number of different directions. We think it is a terrific market and we want to participate in it. We've elected to participate in it, even though are margins have been small, because we're hopeful that as we educate and others educate that this will become more clear and compelling to all. And we believe that.
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	I believe that conversations like this, as painful as they are, will only help the parties to understand that time is running out. Isn't that really what's happening here today.  The patience of the Board and the patience of the fan is running out. It's a clear signal to me that the world needs to change. Hopefully it's a clear signal to other people that the world needs to change. And that we're either going to solve it amongst ourselves or it's going to be relegated to other individuals who are going to m
	I don't think, with all due respect to all of you that are up there, to have the time to be able to understand ADW as well as I understand it and as well as my competitors understand it. And I don't think that at the end of the day frankly, even though this may be frustrating to some of you and perplexing to others and a lot of other things, that you're probably laying awake much at night thinking about just the ADW problem here in California. I am. My competitors should be. 
	So to the extent that you can create an environment that, again, is a free marketplace, that to the extent there is an opportunity and an environment for us to have to work together and it's clear to all, that seems to me to make the most sense before we begin legislating and regulating the marketplace.  And I think the other thing
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	again, I'm sorry to be verbose, but the one thing I'd also say is you're hitting on it. This is really about the fan. Because without them I'm sorry, we don't have a sport, and we don't think about them often enough. 
	CHAIRMAN SHAPIRO: I couldn't agree more and I am pleased that TVG is recording this meeting. Because I hope that the realize that, you know, what we're trying to do is make it easier for the fans to wager on our product. And I'm hoping that we can improve the system. 
	I know that earlier in the year there were meetings when we had Senator Flores participate. And he called me, actually, as this meeting was beginning, again, lending his support to this industry and lending his support to the direction that this Board was going.  We have to find a way to make ADW more productive for California racing and we have to find a way that will allow you to make money in California so that we can use your technology to advance horse racing in the state of California. 
	So I hope that out of this discussion we can find a way that you and your competitors can sit in a room, and hopefully with the other stakeholders and say, look, let's figure out another model because the one that we have here is not working. It's harming everybody. So I appreciate -Does anybody have any more questions? 
	-

	COMMISSIONER HARRIS: On that model, I'm not quite
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	clear because I think a lot of it is just the pricing. We either bring in Alan Greenspan or somebody to figure out what the right pricing is on a lot of this stuff. 
	CHAIRMAN SHAPIRO: He's available. 
	COMMISSIONER HARRIS: Laying awake at night -
	-

	CHAIRMAN SHAPIRO: Thinking about ADW. 
	COMMISSIONER HARRIS: Thinking about ADW, yeah. But I'm not clear because you've got, you have one model in California where you aren't paying fees to --What happens, say, if Bay Meadows --well they're not exclusive with anybody, I guess. Do you get a better fee there? 
	MR. CHAMPION:  Mr. Nathanson, I didn't --I didn't volunteer this, just so you know, I was asked the question. In Bay Meadows' case TVG has a clause in its contract that allows it to designate certain tracks as non-exclusive and charge an additional three percent fee to me for me carrying them, even though they are not an exclusive track. 
	CHAIRMAN SHAPIRO: Why? 
	MR. CHAMPION: So in Bay Meadows' case -
	-

	COMMISSIONER HARRIS: With their contract with you or their contract with who? 
	MR. CHAMPION: Contract with me. 
	COMMISSIONER AMERMAN: Why is that? 
	CHAIRMAN SHAPIRO: Why is that? 
	COMMISSIONER AMERMAN: Why would you sign such an
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	agreement? 
	CHAIRMAN SHAPIRO: Sir, I have been asking why someone before me signed that agreement for over five years, four years. 
	COMMISSIONER AMERMAN: So when does it run out? 
	COMMISSIONER HARRIS: When does that end? 
	MR. CHAMPION: That's also in dispute as to whether or not the agreement goes into perpetuity or not. 
	COMMISSIONER AMERMAN: Nothing goes to perpetuity. 
	MR. CHAMPION: Well, we both know that. I think the argument is whether or not that agreement goes on to 2011, 2017, to the longer of whether they have content rights or the longer of whether they have patent rights. So there are differences amongst us, between that, that even this arbitration will not resolve as to what will or won't end or so on and so forth. 
	COMMISSIONER HARRIS: I think what's bothersome though, I think with respect to the rights of that contract whatever they are, but there's a lot of effect on other people. A lot of ripple effect on the horsemen and the tracks and everybody due to that is what's bothersome about it. 
	CHAIRMAN SHAPIRO: I mean, isn't that really what we're getting into is they have non-exclusive/exclusive contracts.
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	COMMISSIONER AMERMAN: Right. Or whichever way you say it. 
	CHAIRMAN SHAPIRO: Which the end result is, yes, it's hurting you. But frankly, don't care about you, it's hurting the horsemen, it's hurting the tracks, it's hurting our business. 
	MR. CHAMPION: But to be very clear yes, it is, it is diminishing our margins, it is forcing us to do things in the marketplace that are not in our collective best interests. They're not in the interest of the player and that's fully understood. 
	I think it's, I think it's important to understand though, you know, one of the things that Mr. Daruty addressed very specifically to you when you were talking about higher host fees and source market fees, this is an example of what happens when the economics get out of whack. You have a provider such as Youbet, which admittedly I'm biased about, that has the capability of doing so much more for California racing than it's doing but the economics, okay, really are a disincentive to us. 
	And while we have done nothing to attempt to injure our track partners in California or California as a whole, there has been situations that we have gotten ourselves into with others where we're not carrying their content and we haven't been as sensitive to, you know, the
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	25 mile market area of the track, cannibalization issues and those kinds of things. 
	The other thing that people will tell you and it's also accurate, we don't pay source market fees everywhere. We pay source market in certain places and in other places we don't pay source market. It's a negotiated thing between us and the track and with the horsemen. Very much agree with the IHA that says the horsemen have to be a party to that agreement so whatever we cut with the track has to be, in fact, approved and agreed to by the horsemen. But there are certain cases -
	-

	And we argue that higher host fees make more sense, low to no source market fees make the most sense, because then the best content is rewarded. It's an encouragement for others to develop their content, to look at the race dates, to look at what their doing. To make sure they're running, you know, as many full fields as possible on the right days against other content. It's, we believe the best way to help the industry rationalize the content that is already out there. 
	So we resist mightily the concept of source market fees. And frankly there is no state that has a more onerous source market arrangement than does California with the cap. That's the fact. You basically say that everybody in California, all that money, is taken from the ADW provider
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	because of the hub fee. Then you say you can't pay others anything greater than 3.5. 
	Well I fortunately, and no disrespect to those in the room that have spent a lot of time doing this, I don't labor under having to worry about having a law degree. But that would seem to me to raise a very large flag to people that says that California is in fact controlling what people like me do across the United States and what I am paying others.  Some may argue that it's an antitrust violation. Some would argue also that the law itself potentially runs amok of the federal statutes and particularly the 
	 We haven't chosen that direction. I bring it up to you today and I absolutely assure you not as a threat but just something that I think the Board needs to be aware of that DAG may want to look into. That when we're crafting these agreements that structure is going to likely be looked at at a very, very deep level. Because I don't think the economics are going to hold up for us in the state very well under those kinds of, under those kinds of agreements. 
	COMMISSIONER AMERMAN: Mr. Champion? 
	MR. CHAMPION: Yes. 
	COMMISSIONER AMERMAN: How many states do you reach beyond California? 
	MR. CHAMPION: We operate in 40 states.
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	COMMISSIONER AMERMAN: Forty. 
	MR. CHAMPION: Now there are others here that will only operate in 12 to 14 states. 
	COMMISSIONER AMERMAN: Right. 
	MR. CHAMPION: Because in the 12 to 14 states they operate in there is expressed legislation that says that it's permissible. 
	VICE CHAIRMAN MORETTI: Well if that --that just kind of brings --I mean, you mentioned the sunset date and you mentioned legislation. Obviously we can't tell you what to put in your business contracts per se but that's what I was saying before. I mean, you all have very talented lobbyists who are very effective in a lot of ways, in this room. 
	I do hope that by the time you and XpressBet TVG start entering into these talks, and I'm sure they've already begun, with our legislators in Sacramento, that you enter into them knowing that we want to support something for the greater good. That you talk to the labor unions. That you go there with a united front is what I'm asking. 
	MR. CHAMPION:  Well that's another area that we have clearly failed on. The unions were expecting to get jobs from the passage of ADW and I don't think that anyone in this room can dispute what their expectations were and I don't think anyone can dispute why they had those
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	expectations. 
	We negotiated, and I think we're the only company that did, a contract with the pari-mutuel union. Unfortunately we couldn't execute on the contract for the reasons that, again, Mr. Daruty illuminated in his remarks. The margins just are not available to us. We worked with, in fact, the labor unions to attempt to modify the takeout and/or to adjust the hub fees but frankly ran into too much opposition and people not wanting to do that. 
	So we, in fact, did what others have done. And that is that we have, in fact, opened phone centers other places in the United States and, in fact, bought a company where there is one outside of the United States in Curacao. Because the economics of those operations are far more lucrative and I have got a responsibility to my shareholders to ensure that I return a reasonable profit. Having worked with 15 unions concurrently at both the Chicago Sun Times and then 16 unions at Philadelphia I'm familiar with th
	CHAIRMAN SHAPIRO: I didn't have to ask that question then. 
	MR. CHAMPION:  No. 
	CHAIRMAN SHAPIRO: Thank you for offering that.
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	MR. CHAMPION: And Mr. Castro, you can pay me my 20 bucks. 
	CHAIRMAN SHAPIRO: Okay, if anybody has any more questions? If not then thank you, Mr. Champion. I am going to also recommend on this application that we not take action today.
	 MR. CHAMPION: Thank you very much for your time today. 
	CHAIRMAN SHAPIRO: We need it to be complete. 
	COMMISSIONER AMERMAN: Thank you. 
	COMMISSIONER HARRIS: On all of these it would be good if we could --I mean, just wait until the December meeting than try to get these done for November. 
	CHAIRMAN SHAPIRO: You are correct, Commissioner Harris. Do we need to take a five minute break? The next will be TVG. Does anybody need a break? If not we'll keep going. Craig, you can go out yourself. All right then we're going to just keep going then. And we'll let TVG get set up. 
	(Off the record.) 
	CHAIRMAN SHAPIRO:  Before we go to TVG if you'd just bear with me one second. I'd like to just do a little bit of housekeeping. Obviously this meeting is going very long and it has been a rather intense meeting. So I'd like to see if we can't defer some items on the agenda so that
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	everybody can get out of here at a reasonable time. So for that reason I would ask to know if perhaps staff, and see if there is any objection from the audience, whether or not we can defer item number 10, 11 is off, 12, 13, 14, 15 is off. And depending on whether or not, I mean I'd like to defer the staff report on the following concluded race meets to the next meet also, the next meeting. Now does anybody in the audience have an objection to any of those items being deferred? 
	MR. BLONIEN: Mr. Chairman and members, Rod Blonien on behalf of Los Alamitos. We would request that you bring up item 14 today. We don't think it would take very long. 
	CHAIRMAN SHAPIRO: All right, you want 14 back on? 
	MR. BLONIEN: Yes sir. 
	CHAIRMAN SHAPIRO: Okay, done. Does anybody else have any objection? If so stand to the podium. 
	MR. JAMGOTCHIAN: I'm sorry, I didn't hear. Seventeen is still on the agenda, correct? 
	CHAIRMAN SHAPIRO:  I left it just for you. 
	MR. JAMGOTCHIAN: Thank you. 
	CHAIRMAN SHAPIRO: Okay, so I am going to defer then without objection items number 10, 11 is off, 12, 13, 15, which was off, and 16. Those are off. All right. Now we're back to item number 9, number 9.
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	Good afternoon to our good friends at TVG.  As you have had the pleasure of listening to your two competitors, friends in ADW wagering. You've heard some of the questions, you've heard the opening. I would like to ask you the same questions and see what your responses are to each of those issues. 
	And then of course you can do your presentation, I see you have up there. The first one is 
	MR. NATHANSON: Chairman Shapiro, I think it would be very -
	-

	CHAIRMAN SHAPIRO: I forgot Jackie, one second. Jackie. 
	STAFF SERVICES MANAGER I WAGNER: Jackie Wagner, CHRB staff. This application is from TVG. They have applied for an application to operate as an out-of-state multi-jurisdictional wagering hub for ADW.  The proposed dates for this approval is for the entire term approved by the Board. And pursuant to our Board Rule 2072(b) that addresses the term of approvals for ADWs that would be two years from the date the approval is issued. 
	TVG is aware of the statutory authority and the sunset as of December 2007. However, they are proposing that the Board approve this application and that they be given a two-year approval as provided under our Rule 2072 but that the second year be conditioned upon the
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	Legislature's extension of the ADW authorization. 
	They will be operating their facility 365 days a year, 24 hours a day. The application is still in need of a horsemen's agreement. The staff would recommend that the Board approve the application for a one year approval conditioned upon the sealing of the horsemen's agreement. 
	CHAIRMAN SHAPIRO: Thank you, Jackie. Before I get started, Mr. Nathanson, you want to say something but identify yourself first.
	 MR. NATHANSON: Certainly. David Nathanson, general manager of TVG. To my right is John Hindman, TVG's general counsel. To the right of him is Ron Turovsky, outside counsel for TVG. Behind me is Cathy Christian, also outside counsel for TVG. 
	CHAIRMAN SHAPIRO: Okay. Was there something you wanted to say before I got started? 
	MR. NATHANSON: Yes, Mr. Chairman. Before I begin I'd like to, I'd like to --We've listened to what all of the other two ADW providers had to say today. And I think it would be very relevant, in anticipation of your questions, to walk through this presentation, the heart of which is, you know, what does ADW and what does TVG specifically do for California.  I think it would be relevant in anticipation of the questions that you have asked the other ADW providers if that's acceptable to you.
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	CHAIRMAN SHAPIRO: Sure go ahead. 
	MR. NATHANSON: I think when looking at these three ADW companies, an ADW company is not an ADW company is not an ADW company. Each one has employed a very different business model. You can look at each of their contributions, each of the services they're operating. And despite the fact that they all live under the guise of an ADW company ultimately each company in itself is quite unique. I'd like to spend time, and I'm happy to address a lot of the questions that were brought up by Scott and by Mr. Champion
	TVG televises more horse racing to more people than any other television network at this point in the globe. And specifically in the United States we reach 20 million households nationwide in all 50 states. In California we reach nearly every single home through their choice of cable or satellite provider and I'll get into that in more detail very shortly. 
	We believe we produce the highest quality television experience making it entertaining with diverse programming segmented to a broad audience to broaden the appeal of the sport to both novices, active fans and those just as general sports fans.  California is a significant
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	product of this network. It represents a tremendous amount of revenue to this company. 
	But in addition to that we have made a significant commitment on our network to California product. We broadcast over 5,000 California races per year nationwide, twice the number of races than any other jurisdiction.  And as a result of that we have generated the majority of revenue to California tracks from ADW as well as to horsemen. We also employ 120 Californians in California alone focused on producing, again, the most robust ADW experience across multiple platforms and we believe in the country. 
	I'd like to focus on 2006. As Mr. Champion noted, when he came to the industry he was quite new. He bet on races based on the color of the silks. Frankly I'm no different. My background was in television when I came into this company and into this industry less than a year ago. My focus and my initiative, what I was asked to do, was broaden the appeal of the sport to a broader audience so we can grow the pie so that the interest in the sport and what we do is more dynamic. 
	Because this industry, despite many of the issues brought up earlier today, we believe has tremendous potential and we believe we can play a significant role via our platforms to grow that pie for the entire industry. Let
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	me focus just very briefly on a few issues. I won't touch on all of these. 
	This year on air we completely revamped our programming both on-air graphics and new programming, and I'll go through those specifically in a second.  But the goal of revamping the programming and hiring a whole new breed of talent on air was really focused, again, on broadening the appeal of the sport. 
	On-line we have revamped our web site, which I would consider outdated at the time.  But ultimately we have revamped it to become what we believe to be the most dynamic web site offering the most dynamic, personalized services from My TVG Stable, which will alert the user to any horse, jockey, trainer, race replays as well as other features that we believe make our web site the web site of choice among Californians, as you'll soon see. It is the ADW provider of choice in the state. 
	We have also forged dynamic relationships with outside providers. Again, to broaden the reach outside of our respective platforms. Our agreement with Fox Interactive Media takes our programming and takes horse racing into places like Fox Sports, , IGN, and we have also forged partnerships with Yahoo Sports, all of which I'll get to shortly. 
	myspace.com

	We launched a fourth wagering platform. It was
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	mentioned earlier the idea of one account across multiple vehicles. Well, we're doing that today and TVG mobile is our fourth wagering platform. 
	Perhaps the most exciting and the most relevant of all the developments in 2006 is distribution. Distribution is what takes the signal out there. What takes California horse racing into more homes. In 2006 thus far we've added two million digital basic, meaning people don't have to pay anything beyond their digital basic cable carriage. Two million homes in wagering markets including San Francisco, Seattle and Boston. 
	We're incredibly pleased to announce today that we've added 11 million homes internationally in the UK and Ireland that will take TVG programming to the broadest reach in those markets, reaching literally nearly every single household in the United Kingdom and Ireland through our partnerships with At the Races. We have also established partnerships with new breeds of distributors like AT&T and Verizon and I'd like to talk to you specifically a little more about those distribution partnerships shortly.
	 With one TVG account customers have the opportunity to play and wager on their choice where it is most convenient for them via automated phone, on-line, which I think again is not unique to TVG but we certainly believe we have unique platforms, and then two products which are
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	absolutely unique to our business. Interactive television where users can wager and have all the functionality of their ADW platform with the use of a remote control in a single screen experience as well as internet-enabled mobile phones through TVG Mobile. Again making ADW convenient with one account. 
	Our distribution relationships, it's beyond just getting into the homes. It's beyond getting into the 50 states. it's giving people choice. Our network is distributed on the top two satellite providers as well as all of the top ten cable television providers in the United States today. That means those top ten providers represent 90 percent of cable television households and we have distribution agreements with all of them.
	 In addition to that through our local partnerships this year, in addition to Fox Sports Net Prime Ticket, which broadcasts TVG in Southern California on a daily basis, we also established partnerships to benefit Del Mar with Cox 4 San Diego. And now we're very, very excited to announce our partnerships with Fox Sports Net Ohio, Fox sports Net Northwest, Fox Sports Net New York and Turner South. On racing's biggest events we can distribute California racing to over 50 million households in the United States
	The programming is significant. And we feel with
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	that reach we have an obligation to broaden the appeal of horse racing in an entertaining fashion to the broadest audience possible and that requires segmentation of our programming. 
	We have developed shows like Horse Racing 101 geared exclusively to the novice. Lady Luck, which is meant to, which is meant to show racing from a female perspective. Racing Round Table, talking about topical issues that we all face including issues like we're talking about today. Fandicapping. You know, one thing I've learned about horse racing is when I go to a track everyone thinks they know more than our on-air analyst.  Well now is their chance to go on-air and prove it on their own and that is what Fa
	And other shows and other developments like Horse Racing All Access requires a tremendous investment. But again, uses tools that we've learned from the NFL and other major sports and applies them to our sport by putting mics on every jockey in the field so that the users for the first time get the experience of horse racing from a jockey's perspective. And if you haven't watched it I encourage you to, it's really the most dynamic television experience in
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	horse racing that we believe has ever been produced. 
	TVG only televises 48 percent of the races available to broadcast. We have agreements with over 70 tracks, 25 of which are exclusive, and those exclusive tracks benefit from guaranteed racing coverage, on-track presence and targeted marketing and promotion. We drive wagers, we drive interest, we drive distribution to those tracks. 
	And as I mentioned before, no one gets more benefit than our California track partners.  We show more California races than any other jurisdiction. Ninety percent of our handle is on televised races. And when we show races on TVG the average handle per race on a televised race is 900 percent greater than on non-televised races. And we'll go into detail in terms of how we feel that affects even beyond TVG's own platforms. 
	We also are employing innovative marketing techniques. From an e-newsletter that we send out weekly to encourage fans and keep them up to speed with the exciting things that are happening across the company, to direct marketing campaigns which we can use to target specific campaigns like Pick Six Carryovers. And in addition to that through our partnerships with Fox Interactive Media and Yahoo we have been able to reach racing fans in other broad popular portals. Again, to introduce new fans to the sport
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	and keep them up to speed. 
	We launched a incredibly dynamic myspace page in association with myspace a few weeks ago. Within a few weeks without any solicitation we have over 1200 friends. Now that may seem like a small number. But again, through our further partnerships with myspace we believe that we'll be the premier myspace social networking site dedicated to horse racing.  And we'll be providing blogs, video, again all targeted toward younger demos. And I encourage you to go to  to see for yourself. 
	myspace.com/tvgnetwork

	As Mr. Champion mentioned we also launched an educational site just this week, . I think the unique thing about this site is we took cues of what worked at other gaming sites. And on  it's not just about gaming, it's about learning the game. You can get interactive tutorials, tips from the pros on a daily basis, in addition to playing live. And it also gives us an opportunity to market TVG and market horse racing across advertisers that in the past have been adverse to racing because of its gaming component
	TVGfree.net
	TVGfree.net

	Finally I'd like to talk about two other initiatives that we're working on that you can see in the 25  next few months. TVG fantasy horse racing. No gaming
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	involved whatsoever but again focused on getting fans into the sport. You get to build your own stable of horses, jockeys, trainers and owners and earn points. Where you can compete against a stable, against your friends or against the whole TVG fantasy community. We'll be launching that in association with one of the largest portals in the country, and again, we're very excited about an opportunity to get fans into horse racing, even if they're not into ADW or into the gaming component. 
	And similarly TVG On Demand.  Giving people information and allowing them to watch races that are relevant to them in their region at their convenience in partnership with our cable providers. 
	Now I'd like to talk specifically about California. TVG as I mentioned before is available to nearly every California household through their choice of cable or satellite operator. This is just a small list of some of the communities we serve. But I think there is no question we are the most widely distributed not only in the country but from a penetration perspective in the state and I think that is undeniable. 
	So let's talk about ADW and ADW specifically. California ADW in five short years is without question the largest ADW state in the country. More than ADW states that have been conducting ADW since the 1970s. TVG far and away,
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	And as Mr. Champion mentioned, yes, we only serve 
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	12 states. We only accept wagers out of state, 11 states 
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	outside of California where TVG is absolutely and 
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	unquestionably permissible. As a result we're not as 
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	diversified as the other ADW companies that certainly are 
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	reaching out to nearly 40 states. But if you look on a 
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	state by state basis, in the markets we do serve TVG 

	16 
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	generates 155 percent more wagering per state than our 

	17  
	17  
	nearest competitor. 

	18 
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	And I'd like to talk to you a little bit about 
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	what that means. Out of states even where we don't benefit. 
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	Because our signal and what we produce on a daily basis is 
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	distributed to all 50 states via these distributors our 
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	tracks, their average out-of-state ADW handle is 
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	significantly larger than tracks that are not affiliated 
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	with TVG. And as you can see the daily average out-of-state 
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	handle on this slide for Del Mar, Hollywood Park and Oak
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	Tree far outweigh Santa Anita. 
	In terms of the revenue and if it comes down to the bottom line what has TVG generated and paid to the horse racing industry in California in the past five years the figure is over $100 million. And our tracks and our partner tracks have been the greatest beneficiaries of that as well as generating a significant larger percentage for purses than non-affiliated tracks.  The fact that Fairplex on an average daily ADW basis generates a higher, daily ADW purse than Santa Anita is solely reflective, we believe, 
	I'd like to talk, I'd like to use this figure from the TOC Owners Circle magazine to sort of, there has been a lot of question about what goes to purses. There's no question, and TVG does not question, that the best possible experience of horse racing and the best possible benefit to horse racing is people betting at the track. We can play a significant part of that, we can do a lot more. And we are committed to working with every agency in this industry to make that happen. But off-track or out-of-state AD
	The last thing I'd like to talk about, again,
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	because there is no question there is an epidemic as it relates to purses. The national total purse increase from 2001 to 2005 was 1.64 percent. It's a problem. California purses only slightly higher on average, 2.7 percent. But TVG California tracks far exceed that average, reaching 5.7 percent on average per purse growth since 2001. 
	California racing is receiving unprecedented daily television exposure on TVG in California, nationwide and now internationally. TVG will continue to invest, it has invested, in its television and programming and distribution to keep racing competitive with every other sport. At this point TVG is as widely distributed as most if not more than any other niche sport network with perhaps the exception of the Golf Channel. But ultimately horse racing and TVG has received unprecedented exposure based on TVG's di
	 TVG has generated the most handle and the most revenue backed up purses to horsemen from ADW. We've generated over $100 million to date and we are committed to growing that and growing the pot. We believe working together with all the constituents that TVG can play a significant role, including bringing new fans to the game, including showing California racing across the country in the best possible light to the best interest of this industry.
	 And so with that I'd like John Hindman and our
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	outside counsel to answer any questions you have.
	 COMMISSIONER AMERMAN: That's a very impressive presentation and obviously it speaks for itself. The numbers you showed, however, seem to indicate that your business in 2006 has peaked versus 2005. 
	MR. HINDMAN: May I address that? 
	MR. NATHANSON: Please, go ahead. 
	MR. HINDMAN: The numbers in that presentation were for the first two quarters of --the numbers in the presentation were for the first two quarters of 2006. I'm sorry. And there was no comparison to the first two quarters of the year but generally TVG's business is much larger in the second half of the year than it is in the first. So that's not really indicative of -
	-

	COMMISSIONER AMERMAN: I understand that. Is there any opportunity for you to expand the business in the first half of the year then? There must be some issue that is holding you back. 
	MR. NATHANSON: Mr. Amerman, if you're referring to Santa Anita -
	-

	COMMISSIONER AMERMAN: I'm not referring to anything. I'm referring to what can you do to build your business in the first half of the year. 
	MR. NATHANSON: In California the first half of the year, although it is without question our slowest
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	23 
	23 
	multiple occasions with MEC. There is no question about it. 

	24  
	24  
	Let me be very clear. TVG would love to carry Santa Anita, 

	TR
	TVG would love to carry Golden Gate. It just has to be in a

	TR
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	position that's fair and accurate. We continue to have discussions and I'm happy to provide an update either now or in the next agenda item, Commissioner Amerman, in terms of where those discussions are. 
	But ultimately there is no doubt about it. No one is sitting here --We recognize the value that we would get from carrying Santa Anita and Golden Gate. And frankly we also recognize the value that MEC would get via our distribution and via our platform.  And there is no doubt about it, it's in both companies' best interest to find a way to make something work. 
	COMMISSIONER AMERMAN: It seems to me that MEC would be, would benefit, you stated you would benefit. we've got to cut through whatever the obstacles are. 
	MR. NATHANSON: I agree. 
	COMMISSIONER AMERMAN: And time is running out before Santa Anita opens. 
	CHAIRMAN SHAPIRO: Mr. Nathanson, I don't think anybody on this Board or anybody in this room can dispute that the television content and the technology of TVG isn't excellent. And if anybody has a problem with the television I'd be really surprised. I don't think it's an issue with the television, I don't think that there's issues with the distribution. There is no doubt your distribution is the best, there is no doubt that your television is excellent.
	     PETERS SHORTHAND REPORTING CORPORATION  (916) 362-2345 
	The problem, though, that we are all struggling with is the business we are in, which is horse racing. And as one of the three ADW providers the problem that we're trying to figure out is how to incorporate more from each of the ADW providers so that it benefits the fans first, the horsemen second and also the tracks. 
	And as I mentioned, I think when I was talking to XpressBet that there was some --as we looked at each wager dollar, the variation and what comes back to the industry, whether it be to the tracks or to the horsemen, there seems to be a large disparity. 
	Now I'm not going to hide that you and I have had numerous discussions over the last week. You and I and John Hindman and Commissioner Amerman met and clearly we think it would be to our fans' best interest, to your customers' best interest, to MEC's best interest, to get product at Santa Anita and Golden Gate on TVG. What I keep hearing from you is that the obstacles that are in place, some of the obstacles are that you have a different financial model. And I appreciate that and I respect that you have a d
	The part I'm troubled with is that your financial model may not be a model that works for California horse racing despite all the great benefit that you bring. You broadcast the breeders awards, you do all access, you do all
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	these great things that nobody disputes.  But we are not talking about your television, we are not talking about your distribution. We're talking about how to use your distribution to benefit horse racing. And the way that benefits is by creating more wagering with more revenues that flow down to the horsemen and to the tracks. 
	We all know that all year that we have had some difficult issues and those are the next agenda item. But I would like to backtrack because your presentation did not address some of the same questions that I asked the others. 
	Dating back to 2002 your company had an agreement with the horsemen. In 2004 your company stated there was an agreement with the horsemen but it only was for the first year of a two year license. Now I sat on that Board at that time. And frankly I guess I missed it but when this Board said, and you will have a horsemen's agreement, we heard yes, but I wasn't sharp enough to catch that it would only be for the first year of two years. 
	In every instance that ADW, an ADW operator has been licensed in the state we've always said, and have an agreement with the horsemen. I know from our discussions you don't want to have as a condition to your licensure that there's an agreement with the horsemen. I don't understand why. 
	MR. NATHANSON: Well first -
	-
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	CHAIRMAN SHAPIRO: Let me just finish, okay? 
	MR. NATHANSON: Certainly. 
	CHAIRMAN SHAPIRO: It has always been a practice of this Board to ask that that be there, for a variety of reasons. One of which is, without horsemen, without owners that have a stake in this we don't have product and you don't have product. We don't have racing. So can you tell me why, I'm assuming if I asked the question, are you willing to enter into an agreement with the horsemen your answer would be? 
	MR. NATHANSON: You're saying as a condition of licensure? 
	CHAIRMAN SHAPIRO: Yes.
	 MR. NATHANSON: No. 
	CHAIRMAN SHAPIRO: No, okay. Can you tell me why you won't do it when you've heard --XpressBet has said sure, no problem; Youbet has said sure, no problem. Why do you have that problem?
	 MR. NATHANSON: First, and I'm going to let John answer the question but I would like to just correct a characterization of the statement, Chairman Shapiro, that you made that we are unwilling to work with or don't see the value of the TOC. We absolutely -
	-

	CHAIRMAN SHAPIRO: I didn't say that, I didn't say that. And if that's what you think I said then I will
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	restate it. That's not what I said. I never mentioned that you didn't see the value in TOC or the horsemen. I'm simply asking a very simple question. You do not want to have as a condition to your license that there is an agreement with the horsemen, who are an integral stakeholder in this industry. The others have said no problem, you're saying no. Can you explain why? 
	MR. NATHANSON: Commissioner Shapiro, I think want and what is required by law are two separate things. 
	CHAIRMAN SHAPIRO: I didn't say what was required by law. I simply said, are you willing --forget law for a second, I'm not arguing what the law requires.  I'm trying to get past that and say -
	-

	MR. NATHANSON: But the law -
	-

	CHAIRMAN SHAPIRO: What's the problem? 
	MR. NATHANSON: Commissioner Shapiro, the law is what we operate under. The law is what has created the ability for us to do what we do and for you to do what you do. So we operate under the guise of the law because that is, that is the condition from which we're here. So to say want versus what is obligated by law -
	-

	CHAIRMAN SHAPIRO: The law does not exclude the possibility of there being an agreement with the horsemen. 
	MR. NATHANSON: But the law doesn't require it either.
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	CHAIRMAN SHAPIRO: The law says it's not required. 
	COMMISSIONER HARRIS: Plus the whole law sunsets next year, it's going to have to be rewritten. 
	MR. NATHANSON: Absolutely. 
	COMMISSIONER HARRIS: I think we need some closure on what, how you address the horsemen's agreements. Now I could see if there was unreasonability on the part of horsemen and it was just ridiculous what their demands were. Maybe there should be an arbitration process or something. But the horsemen have such a big investment in the industry that they need some version of sign-off.
	 CHAIRMAN SHAPIRO: I mean, this frustrates me, okay. And this frustrates me because I didn't ask you what is required by law. I'm not going to argue the law with you. I know your position and you have made it very clear, okay.  We are not having a legal discussion. We're having a discussion of how we can get more out of ADW. That's what we're talking about. 
	So I simply said, are you willing, notwithstanding what the law says, not the requirements of the law, are you willing to have an agreement with the horsemen. And you have said, no. So now my follow-up question is, why? 
	MR. HINDMAN: Chairman Shapiro , I think that this is an issue that goes back quite a long time.  And if you look at the ADW law and the regulations it makes clear, you
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	know, two things. And to keep things from being confused I'd like to walk through those and then walk through what the issues are. 
	CHAIRMAN SHAPIRO: John, John, I am asking to try and understand what is the objection. I'm not interested in what the law says right now. I'm not asking you to do anything that's illegal. I'm saying, what's your problem with it? 
	MR. NATHANSON: Chairman Shapiro, again, and I do think the characterization is misconstrued. We have no problem if we can reach an agreement with the TOC. 
	CHAIRMAN SHAPIRO: Okay. 
	MR. NATHANSON: Let me finish, sir. If we can reach an agreement with the TOC that's fair and equitable to both parties. That's certainly what we have committed to doing. And I think Drew will state, and as we'll address I'm sure in the next agenda item, we've met in the past few weeks probably more than we've met in a long time. We spent a number of hours yesterday talking about a number of issues. And the reality is if we can reach an agreement we have no problem reaching an agreement. 
	The question, however, is do we want or do we have to have an agreement with the TOC as a condition of licensure. And I believe the answer by law is no. 
	MR. HINDMAN: Let me just explain. The law, the
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	regulations mention the Interstate Horse Racing Act. We understand that. We know what the Interstate Horse Racing Act is, we understand when it applies. And that's to any time we carry California races that the track has to get sign-off from the horsemen.  We're fully aware of that. 
	We also know that the law clearly says how ADW providers are to be compensated in the state of California and it says something completely different.  It says that they are to be compensated pursuant to agreements with racetracks, which we have. So if there is an additional requirement that is entirely contrary to the law it makes it very difficult logistically to operate. And B, from our perspective it is not an appropriate basis on which to deny somebody a license. 
	CHAIRMAN SHAPIRO: So why do you think you have that problem and the others don't then? 
	CHAIRMAN SHAPIRO: I can't speak for the other providers. That wouldn't be fair. 
	COMMISSIONER AMERMAN: Why do you have the problem? 
	MR. NATHANSON: Again, to describe it as a problem, again, we wouldn't -
	-

	CHAIRMAN SHAPIRO:  Concern? What word do you want to use? 
	MR. NATHANSON: No, we would love, we would love
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	--A problem is something that we don't want and what I'm saying is, we would love to have an agreement with the TOC. I have spent a lot of time with TOC Board Members and I believe that we can reach an agreement as long as it is fair and equitable to both parties. If the question is, would you have an agreement with the TOC the answer is, absolutely. However, would we agree that having an agreement with the TOC is necessary for a condition of license, and again I will say no.  By law, no. 
	COMMISSIONER HARRIS: Well I think the whole problem is how you resolve a non-agreed situation, how you resolve a dispute. I think there needs to be --obviously if there was, assuming there was a law that said you had to have agreement, there would have to be some way that you go to arbitration or mediation or something. But at the end of the day that there is an agreement in place, that it shouldn't be forced down either side.  But I think the horsemen are just concerned that they are kind of left in the da
	MR. NATHANSON: Again, I can't speak for the horsemen and I have a feeling Drew will speak on behalf of himself and the horsemen.  But I will say that, you know, our latest discussion did involve a mediator and I do believe both parties did work in good faith to --and Drew is nodding his head in agreement --to find a resolution.
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	Unfortunately during yesterday's mediated discussion an agreement was not reached to get on the same page. 
	That being said, I have committed to Drew and I have committed to the Board to continue those conversations. I do believe that nine out of ten things we have in common, we have the same mutual interests, and I do believe an agreement can be reached. It's just a matter of finding something that is fair and equitable for both parties. 
	We recognize the value of horsemen in this industry. We recognize the incredible value in terms of its importance for the growth of this business. Their success, frankly, would be our success. We recognize that and we were committed to working with the horsemen. I have spent a lot of my time and I will continue to spend a lot of my time working with Drew, working with his committee to find an agreement that is fair and equitable to both parties such that we're on the same page. 
	COMMISSIONER HARRIS: It may well be that there is a lot of creativity goes into an agreement, it's not just one number is this and one number is that. Maybe there would be sliding scales or bonuses for certain types of TV coverage. It's got to be a pretty complex deal you're doing here. It can't just be it's going to be four versus three. 
	MR. NATHANSON: I totally agree with you, Commissioner Harris. And I think the basis of our
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	discussions thus far have been creative, have been sort of outside of what I would call the typical box of these past discussions. 
	And again, I wouldn't characterize, even though we have not reached an agreement, and again I'll let Drew speak for himself, I wouldn't characterize the end of our last discussion as a closed door walk-away sort or position. Think both parties are still committed to talking, whether mediated or not.  So, you know, from that perspective, if the question, Chairman Shapiro is, would we have an agreement with the TOC? Absolutely. We see value in the TOC and we see, we believe it would be in our interest. 
	The question, if the question is, which is the way I think it was posed, will you have an agreement with the TOC as a condition of our license? The answer is no. And the answer to why is because the law says it doesn't have to be so.
	 MR. HINDMAN: I think actually, following on what David said, the law says the opposite. The law says you have to have an agreement with somebody else for compensation in the state of California so it is completely contrary to that. 
	And I wanted to bring up that California State Senator and President of the Senate Perata asked some of these very questions to the legislative counsel and they
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	recently opined on some of these issues. And on this very issue, whether the California Horse Racing Board can require the parties to a contract to obtain the consent of the horsemen's organization regarding the amount of compensation to be paid under the contract their answer was, Section 19562 requires the Board's rules, regulations and conditions to be consistent with the horse racing law. 
	CHAIRMAN SHAPIRO: Well notwithstanding that letter that was provided to us by your attorney this morning I don't know that I agree with all of that, frankly, and I will look to our attorney in this regard. I believe that if we wanted to put forth a motion that would approve you as an ADW provider for 2007 subject to a condition imposed that has been imposed in all prior years that there be an agreement of mutual understanding on mutual, on issues of mutual interest, I am not sure that that would be a proble
	I mean, frankly I don't see that we can't ask you to do that. I didn't say anything about rates. What I hear there is that he's opining that we don't have the right to require an agreement with respect to rate. 
	MR. TUROVSKY: If I might comment on that briefly. I'm Ron Turovsky. I have looked at these issues as well and represent TVG and I want to directly address that point. Because we have had various statements made by the Board
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	with respect to a particularized reason why, notwithstanding the very clear law concerning the rights of the parties with respect to the establishment of the hub fee, why you have theorized there might be opportunities nonetheless to establish that hub fee. You initially asked us to just have negotiations to try to reach a resolution and informally between the parties that wasn't done. The last time -
	-

	CHAIRMAN SHAPIRO: Okay, wait a minute. You're now going into the dispute issue which follows this, and frankly I think we're both off track here because we're trying to deal with an application. We're going to get to that in the next agenda item. 
	MR. TUROVSKY:  Well I'm following, I think I'm reasonably following up on both your statements made and we're getting to the specific provision that you're now referring to. So I think it's fair background just to get to this. But to speed it up the main point is today you have suggested that under this other provision, which is a provision of the law that you cited in the beginning of this, that that is the method in which you could now theoretically impose a condition on the license requiring that the hub
	CHAIRMAN SHAPIRO: I didn't say the word hub fee. I'm not referring to a hub fee. 
	MR. TUROVSKY: I'm sorry, an agreement, an
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	agreement with the TOC could be required. That you could require that as a condition of the license. But it just needs to be stated unequivocally that when you indicated that you had gone and done, gone to the law books and done the research it's not --what you looked at is not complete. And in fact, that provision -
	-

	CHAIRMAN SHAPIRO: That's why I'm not a lawyer. 
	MR. TUROVSKY: That's right. And that provision would not, in fact under the law, entitle the Board to in essence redo the law and now create a requirement that you have it under the guise or the auspices of a condition.  The fact that you cited provisions of the law. But with all of those provisions it is required that you, in implementation of those conditions, in the implementation of regulations, you cannot as an executive agency rewrite the law. That is not what you are entitled to do. 
	CHAIRMAN SHAPIRO: I understand that. 
	MR. TUROVSKY: And that is what you would be doing. And so those provisions do not change under, do not change the outcome of this analysis.  That you could instead of simply saying, they have this right and we're going to do it as a condition, it doesn't change the law, whatever. 
	Now again, you don't have to, you know, rely entirely on my analysis because this has been already the subject of this opinion that was requested by the President
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	of the Senate Don Perata. And the legislative counsel wrote specifically, Section 19562 requires the Board's rules, regulations and conditions to be consistent with the horse racing law. 
	Now they were answering the question whether or not may the California Horse Racing Board require the parties to a contract that provides for advanced deposit wagering prior to executing the contract to obtain the consent of the horsemen's organization regarding the amount of compensation to be paid as part of the contract? The answer was, no. Section 19562 requires the Board's rules, regulations and conditions to be consistent with the horse racing law. 
	Now just to break in there I will note that there's lots and lots of case law that establishes exactly that proposition. It is a fundamental proposition that you cannot exceed a law when you issue a regulation, when you issue an approval or when you create a condition.  So the provision that you're citing doesn't change any of that. 
	This goes on to say, subdivision D of Section 19604, which set forth the advanced deposit wagering contract process does not assign a role to horsemen's organizations in that contract process. We think that the imposition of this consent condition would be inconsistent with Section 19604 specifically and the horse racing law
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	generally, and therefore that the Board is not statutorily authorized to impose that condition. 
	So that's the overall point. However you were to come at it, whether it's dispute resolution as Commissioner Harris had indicated. If it were some mechanism of dispute resolution, provided a law that required that fundamentally. But if it doesn't you can't use that as a method to change the law. These would be decisions made by the legislative branch. You could obviously state your views over the way the law ought to be in the future. But it's not the province of this agency to change the law, to rewrite it
	CHAIRMAN SHAPIRO: So taking your logic them I guess what is available to us, if you're right is, that we could adopt this, we could approve an application, or we could not approve an application, right? 
	MR. TUROVSKY: Not right. 
	CHAIRMAN SHAPIRO: Not right? 
	MR. TUROVSKY: You would have to -- Of course you could not willy-nilly just deny an application. 
	CHAIRMAN SHAPIRO: No, I understand that. But again, our problem is that what we're struggling with here is how we can get, find a way to make ADW better for everybody.
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	MR. NATHANSON: And Chairman Shapiro. 
	CHAIRMAN SHAPIRO: Let me finish please, David. 
	MR. NATHANSON: Certainly. 
	CHAIRMAN SHAPIRO: Okay? And again I certainly appreciate what TVG does. But we're also looking at it that not enough revenue appears to flow into purses. That's what one of our concerns is. And we think, based on this Board's actions since the inception of ADW, there has always been an agreement, whether by law or not, required by law or not, there has always been an agreement with the horsemen.
	 MR. NATHANSON: Okay. 
	CHAIRMAN SHAPIRO: This is the first time that I know of where what I've heard is that you're saying, if we can reach one, great, but if we can't don't hold up our license. And I'm paraphrasing. I understand that. I'm not telling you what the rate should be, I'm not talking about rate. What I'm talking about is working with the horsemen to come to a way to make racing and ADW better. 
	MR. HINDMAN: Can I, can I clarify something, Chairman Shapiro? TVG's application that has been submitted in this instance is not in any way different than any previous application that has been approved by the Board. And again, the only reference to prior horsemen's approvals in the law or the regulations is the Interstate Horse Racing Act. And we have complied with that every day of our
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	existence in California and that's what that's referring to. And we have done that. So again, whether --To Mr. Nathanson's point, whether or not we do or do not enter into a relationship with the TOC is in our view a different matter. 
	COMMISSIONER MOSS: Let me just ask you a question, one quick question. 
	COMMISSIONER HARRIS: One issue --Go ahead. 
	COMMISSIONER MOSS: Did you guys have to make a deal or make an agreement with the TOC? 
	CHAIRMAN SHAPIRO: If you strictly look at the law -
	-

	COMMISSIONER MOSS: Do they have an agreement? Did the TOC approve the deal? 
	CHAIRMAN SHAPIRO: The TOC -
	-

	COMMISSIONER MOSS: We have reviewed that, for example. 
	CHAIRMAN SHAPIRO: The TOC has entered into agreements in the past with XpressBet and with Youbet. 
	COMMISSIONER MOSS: Right.
	 CHAIRMAN SHAPIRO: And XpressBet and Youbet have both said they are willing to continue that practice. 
	COMMISSIONER MOSS: And we heard from the president of Youbet that he is not doing for California what he could be doing because there is just not enough money in
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	it for them. 
	CHAIRMAN SHAPIRO: Right.
	 COMMISSIONER MOSS: In the case of TVG they are emphasizing California. They're emphasizing California in the biggest forum. Their game goes to every household in the state. They would like to make an arrangement with Santa Anita and Golden Gate, they expressed a desire to do that. They're having conversations with the TOC. They have an independent, you know, an individual that is trying to arbitrate the situation. So shouldn't we let these conversations continue and see what they come up with or see what h
	CHAIRMAN SHAPIRO: Oh sure. 
	COMMISSIONER MOSS: All I'm understanding --I'm just trying to understand the role of the TOC and how it works because the TOC made a deal with Youbet and Youbet isn't spending any time or any money in California. I don't understand what the reason for that deal is in certain ways. I mean, you know, because we are not getting the greatest cooperation out of Youbet then.  Or we should lower our fees so that Youbet does work for us. I'm just trying to figure this out in a certain reasonable sense. 
	COMMISSIONER HARRIS: Actually I'm sure Youbet would like to respond to that.  But I'm not really clear though. Even if you assume that somehow the horsemen don't
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	need an agreement with the ADW provider isn't it pretty well agreed they do need an agreement with the track? Is that agreed? Whatever track is going or is it just some track is part of the thing. But assuming that you had it with each track could, in fact, the horsemen use their other agreements they clearly do have to have as leverage to encourage the track to do whatever they felt should be done on the ADW rates? I'm just not that familiar with that. 
	MR. COUTO:  Drew Couto, Thoroughbred Owners of California. You've hit at the practical problem. I mean, we can today condition our consent on the use of our signal, not only on the hub fee rate. This is our view, lawyers get paid a lot of money. There's a lot of lawyers getting paid in here, we have different opinions. But we could condition our consent to the use of the California signal both on the hub fee rate being applied in-state and on the hub fee rate   being applied out-of-state. 
	We have --The federal law doesn't limit what we can put into our consent, it doesn't say we have to say yes or no. It simply says we have a consent right that we can condition on whatever terms, economic terms we care to. It's a practical problem, whether TVG wants to believe the law entitles us, the current law entitles us to do what we have been doing for the past four years, or we use the federal law to do the same thing. It's a practical problem.
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	And I think you're dead on, Mr. Harris. We could use another vehicle to do that.  We have tried not to do that because there are consequences to the industry if we withhold consent to do that. We have tried to work with our partners, we've worked it out every time before. We're just disappointed --We're hopeful, we're disappointed we haven't got there yet. 
	And Mr. Moss, the reason, I think if you ask Youbet back down here, the reason they are not profitable isn't the hub fee rate. It's the fact I think, as Mr. Champion testified to, is the fact that they have to pay so much money to TVG on the exclusive side that it is no longer profitable for them, not the hub fee. I'd like Chuck to come down and explain to you in more detail but I'll wait until my turn to go through my response. 
	COMMISSIONER AMERMAN: You've had an agreement, Mr. Couto, every year until this year with TVG, is that correct? 
	MR. COUTO: That's correct. We have met and negotiated hub fee rates every year. 
	COMMISSIONER AMERMAN: We've heard from the other side. Why, in your opinion, haven't you been able to reach an agreement this year? 
	MR. COUTO: Well originally they rebuffed our invitation to meet and we didn't meet on this issue until -
	-
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	really August or September I think is the first time they agreed to meet with the Board's, I think, urging. So, you know, I'd have to join with what John said. Yesterday was an encouraging meeting. We didn't, we didn't get to where we need to be but we all left open the door and I think everybody tried to negotiate in good faith. 
	COMMISSIONER AMERMAN: It strikes me that we're not going to solve what's already going on in mediation at the present time. And this conversation, while interesting, isn't going to get us anywhere. 
	CHAIRMAN SHAPIRO: And Mr. Shapiro and Members, Cathy Christian, also representing TVG. And we would urge you then as a result of that to consider approving TVG's license. TVG did submit all of the necessary information to the Board, it met all of the terms of regulation 2072. It does have an agreement with a live track that conducts racing 12 months out of the year. That track has an agreement with its horsemen. We have a horsemen's agreement. 
	Whenever we carry the signal from California racing on California thoroughbreds obviously the California thoroughbreds have to, the TOC has to agree to that. They have the ability right now to require that the terms are satisfactory to them. When we are not carrying that signal the Thoroughbred Owners of California do not have a stake.
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	They are not stakeholders in the signal we bring in from some other horsemen in another state through another track. 
	Therein sort of lies the problem. How far can TOC extend its reach, especially in the context of our approval to operate, meeting the minimum qualifications set out by the law and the regulations as an ADW provider. And since we have met all the qualifications we strongly urge you to approve our application. 
	That doesn't mean that we won't continue to have discussions. I think you've heard from the top of the company and its general counsel that there is value in having those agreements, that things would be better if there were such agreements. The role of the Horse Racing Board in encouraging those agreements is appreciated but not when it's to the point where you tell us we can't be approved as an ADW provider. We think that distorts the picture, it changes the leverage and it also doesn't bring any more mon
	CHAIRMAN SHAPIRO: I don't think anybody wants TVG not to be approved. I certainly don't want that to be the case, okay. But who do you have an agreement with? You said you have an agreement for year-round -
	-

	MS. CHRISTIAN: With Los Alamitos. 
	CHAIRMAN SHAPIRO: Okay. 
	CHAIRMAN SHAPIRO:  And we have had that same
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	agreement every year we have been approved since 2001 based on that agreement.  Because the law only requires that the ADW provider have an agreement with a track conducting live racing. That's the only requirement. And we do have that agreement with Los Alamitos. 
	That's no different, by the way, than Magna's agreement with the Sacramento harness racing people. They use that when they are not operating their own track with their signal from their horsemen. So TVG is not unique in that regard. 
	COMMISSIONER HARRIS:  But I think -
	-

	MS. CHRISTIAN: That is something the law provides. 
	COMMISSIONER HARRIS: I think there are some flaws in the law if that's the case but clearly the problem is, if you cannibalize California racing by people instead of betting on California they're betting on Meadowlands or something, I think that is damaging to California and we are here to improve California racing. And if we come up with a scheme that is counter-productive of that I think we've got a right to say so. Maybe the law is, we've got to change the law. But the overall righteousness of the thing 
	MS. CHRISTIAN: I understand that. And we wouldn't disagree with you although I would point out that,
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	as the Chairman has pointed out, our focus is on California racing. We're not shorting California racing or avoiding dealing with California racing. That is the main focus of what we do, at least as far as TVG is concerned. 
	And we do think the proper forum for ironing out some of these anomalies that you're talking about is in the legislature. It's very hard for this Board to do it. You don't know what the consequences are for the business models that these, all of these companies have put together in order to determine whether or not they can operate in California. If you make an order and you don't know what the consequence is there could be a lot of unintended consequences. The forum for arguing about that should be a legis
	COMMISSIONER HARRIS: Well I don't know. I'll stipulate that I don't have too high of an IQ myself but the rest of these guys are smarter than your average legislator for sure. (Laughter and applause) 
	MS. CHRISTIAN: I won't touch that, Commissioner Harris. 
	CHAIRMAN SHAPIRO: Okay. 
	MS. CHRISTIAN: So once again it goes back to what's the matter before you now, TVG's application to be approved as an ADW provider. It doesn't mean that all of the things that you're saying that you think are important,
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	that all of the issues that may have to be ironed out in the law, that TVG is going to back away from. 
	And actually I would use as evidence the fact that TVG has found a way to work with the horsemen even though it's not required by law since 2001. It hasn't worked out as well this year, and this isn't the place to go into all the details. It should not be a condition of licensure. It should be something that we try to achieve. And it should be taken in all seriousness and all good faith and with all the pressure and encouragement of the Board. We certainly don't dispute that. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. LIEBAU: Jack Liebau from Bay Meadows and Hollywood Park and when we come to ADW I'm also a director of Youbet. But, you know, to give some historic perspective on these discussions that you're having, I think they all go back to about Christmas of 2005. It seems that things always seem to go awry when the meet that I have something to do with is about to open (laughter). And we had this, that's when all this started. 
	CHAIRMAN SHAPIRO: You're absolutely right. 
	MR. LIEBAU:  And I know two of you with me were kind of reading, it's hard to believe but reading transcripts, Christmas Eve, Christmas I guess, you know. 
	COMMISSIONER HARRIS: For some of us it's
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	Hanukkah. 
	MR. LIEBAU: Yeah, right. 
	CHAIRMAN SHAPIRO: What's that mean? 
	MR. LIEBAU: At that point in time I had requested rulings from the Board, interpretation of the horse racing law, which you have the right to do, that would have framed the issues. We haven't really framed the issues. When you're up here talking about horsemen's agreements, you know, one side thinks that's for everything, the other side thinks, well, the horsemen's agreement is only, you know, only relates to what we're exporting, the Interstate Horse Racing Act. 
	And then after in January or so after we got, nothing was happening, you know what happened? All of a sudden TVG goes off and they're negotiating with Magna Entertainment and nothing is going on. The horsemen don't know what's happening, the tracks don't know what's happening. We're all out to lunch and the tracks and the horsemen are the biggest stakeholders in this deal. 
	But I think, you know, as Cathy said the law, you know, there are problems with it.  And I have to confess that I was probably one of the craftsmen of the law but it was complicated. And we know a lot more now than we knew then. But probably back then when we got the law written and got it enacted it was probably pretty good as far as,
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	you know, that period in time was concerned. 
	And I think what we need to do is to focus on what should be done to make things better and that's going to take changes in the law. Now there was a hearing that I think was chaired by Chairman Shapiro and Dean Flores, Senator Flores, some time ago. And we were all requested to submit letters as to what our ideas were as far as improving the law. 
	And, you know, we're spending a lot of time here but nothing is happening there. We aren't getting from here to there and that's what we've got to do.  Otherwise we're just going to come to meetings and Youbet is going to buy lunch and I'm going to pay for it and, you know (laughter). It just doesn't make any sense as to what the hell is going on here, you know. We've got to try to fix it but I don't know whether we're zeroed in on fixing it. 
	CHAIRMAN SHAPIRO: You know what, I agree with you totally. I mean, I think we're all frustrated because we are trying to fix it. And the problems are that ADW is extremely complex, it's very difficult to understand all the nuances. And it's very disheartening to me when we hear that we have one ADW company that isn't in the position to market California, we have an ADW company that does a great job of television, we have another ADW company that, you know, only broadcasts their own tracks. We're all
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	 257 struggling to where we can try to do that. COMMISSIONER MOSS: Yeah, this is the first sort 
	of few months we've actually really put a microscope on ADW. 
	CHAIRMAN SHAPIRO: I agree. 
	COMMISSIONER MOSS: And I think on that basis, I mean, now we're on the so-called track to find out more and maybe more educated suggestions on how we might be able to improve things, you know. But on that basis, you know, understanding that we're coming up to the year and people, all these people need licenses to continue, I would make a motion, you can accept it or not, that we at least give these people the opportunity to continue. But in the course of this next year really evaluate what we could do and m
	CHAIRMAN SHAPIRO: Well their licenses don't expire until 12/31 and we're going to meet in November. I was just hoping that we would be able to have more information and more clarity before we --nobody is in jeopardy right now. And so that was the reason why I was looking at it and saying well perhaps there will be more discussions with all of the parties. That they might be able to find a better framework to work and to enhance racing. And that's why I thought that if we carried them over to next month for 
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	to go. 
	COMMISSIONER HARRIS: I think that's a good idea because I just --Once we grant the license they're going to all go home and forget about it and talk about, well we'll get together next week or next month or next year or something. But this industry likes to procrastinate and I think the only leverage we've got is to hold up on these licenses. 
	COMMISSIONER MOSS: It seems to me dealing with the other two ADW providers is a little different than TVG. COMMISSIONER HARRIS: No, I'm saying to hold up on all of them. CHAIRMAN SHAPIRO: No, no, no, we did that with the other two. COMMISSIONER MOSS: Well yeah, all they have to do 
	is fill out their applications I suppose. CHAIRMAN SHAPIRO: No, they've done all that. COMMISSIONER MOSS: Oh really, okay. CHAIRMAN SHAPIRO: No, no, they have done all 
	that. I think that -COMMISSIONER HARRIS: The others don't have 
	-

	horsemen's agreements either or any kind of agreements. COMMISSIONER MOSS: Well I deal with, you know. CHAIRMAN SHAPIRO: No, no, they have all filled 
	out the applications. I think that they were all equally
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	complete or incomplete. 
	COMMISSIONER MOSS: Then let me make a motion and let's go for it.
	 MS. CHRISTIAN: Mr. Chairman, could I just ask then if the reason for not approving our license at this time is because we do not have an agreement with the Thoroughbred Owners of California? 
	CHAIRMAN SHAPIRO: No, that's not -
	-

	COMMISSIONER HARRIS: You don't have any of the tracks either. 
	MS. CHRISTIAN: Yes we do and we've submitted it. We have it with Los Alamitos, and which is what is required under the statue. 
	COMMISSIONER AMERMAN: Does it cause you any harm to wait until next month? 
	MS. CHRISTIAN: Well the reason I -
	-

	COMMISSIONER AMERMAN: Does it? 
	MS. CHRISTIAN: The reason I ask is because it is on the agenda, we prepared a presentation, we submitted a completed application. It seems to me that unless there is a particular reason why we wouldn't -
	-

	COMMISSIONER AMERMAN: That wasn't the question I asked, however. 
	CHAIRMAN SHAPIRO: You know, what I would like to do is I think we should deal with them all at the same time.
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	COMMISSIONER AMERMAN: I agree with that totally. 
	CHAIRMAN SHAPIRO: And for that reason I would like to move that we all take more time to digest, to review the information, and that we come back next month and consider the approval of all three applications at that time. 
	CHAIRMAN BIANCO: Second. 
	CHAIRMAN SHAPIRO: All in favor? 
	(Ayes) 
	CHAIRMAN SHAPIRO:  Okay. 
	MR. JAMGOTCHIAN: Mr. Shapiro, I have just a couple of questions I would like you to consider with regard to this issue. First off, I don't know if I'm just missing something but it seems to me like TVG's model is to take over the business of the other providers. It seems to me that their major focus is the future. And I think that the lawyers over here, and I have a little litigation experience (laughter), it seems to me that the counsel over here, and I'd probably be doing the same thing. If they have the 
	 The thing that I wonder about is, has anybody ever analyzed TVG's contract to see if they aren't actually in violation of their contract in some manner? Because I don't
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	know a lot about this but my question is, what gives them the right to assign the signal all around the United States for other people to use? I don't know that they have that right to do that because I am not conversant with this contract and maybe somebody that is should look at that. 
	But I think that if we have attorneys here that are figuring out ways that you can't modify laws that you clearly have the ability to control, why is it that maybe you don't get the leadership that you need to determine whether they are in violation of it and maybe you can make this a level playing field. Because the only people that are getting disadvantaged here are the owners. 
	And I agree with you that the owners need to get some kind of help, obviously, because if not TVG won't need to worry about it. They can do all the wonderful programming they want.  This is not about programming, this is about handle and this is about fair revenue being generated to the horsemen. 
	A couple of other comments. The other thing that bothers me when I sit up here as a business person, these guys obviously are concerned about their bottom line. Well their bottom line can be created in a lot of different ways. On-air advertising, services to their many millions of customers. They have the ability to expand their profit base tremendously. Maybe they don't have to do that because
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	they're making so much money and taking so much money away from the horsemen. 
	You ought to put it to all these people and say look at, you need to be profitable. You need to figure out ways to be profitable. And if your business model doesn't work in California then maybe you go somewhere with your business model where it works. Why grant a license to somebody whose business model is in direct conflict with the state of California and the horse racing industry. Thank you. 
	CHAIRMAN SHAPIRO: Thank you. 
	(Commissioner Moss exited the 
	meeting room.) 
	VICE CHAIRMAN MORETTI: There are clearly, there are clearly problems with ADW, it's new. But it's one of those kinds of things that we're addressing the best that we can, that next year the legislature has to address. But frankly, and I'm not trying to necessarily stand up for TVG or any one company but they have done more to advance the cause of horse racing out there to the public than anyone, any group has. 
	MR. JAMGOTCHIAN: They're not economical. They're not economical. 
	VICE CHAIRMAN MORETTI: That's not my point. But I'm not going to get into an argument with you. I just
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	wanted to make a point. 
	CHAIRMAN SHAPIRO: You know, again as we conclude this. I am concerned that I certainly don't want to leave the wrong impression. I think TVG is great. I mean, I keep telling you that, to the people at TVG. I'm a big fan of TVG. I do not want to see TVG go away, I don't want to see it unprofitable. All I'm trying to do is get TVG and Youbet and XpressBet to find a way to get more out of ADW wagering for the benefit of horse racing. That is my only concern about it.
	 I mean, Tony, I think you do great stuff with all the TV shows and everything else. You know, we're very fortunate to have you involved. It's just the economics that we're struggling with. So please don't leave here with the impression that --I don't think anybody here is against TVG because that's not the case, nor any of the other ones. Yes sir. 
	MR. SOLOMON: Hi, Scott Solomon, general counsel for Youbet. Before this item closed I wanted to make sure that we got something on the record. We certainly learned something today, that there are discussions between Magna and TVG to share content that is being facilitated in some respects by members of this commission. 
	I know that our TVG contract is part of our application. We would ask you to look at Section 1.15
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	because I think some of you are aware of this issue but I want to remind you all that there is a provision in our contract that states that if TVG is able to acquire access to Magna content, even on a non-exclusive basis, that TVG would have the right to charge us an exclusive license fee of the 5.5 percent that they charge on their current exclusive tracks. 
	So if you are trying to get the level playing field and get the broadest distribution possible this is almost like a water balloon where if you squeeze on one end you may solve the problem one end but it creates a problem, an even bigger problem on the other end. So when you're having those conversations I would ask that you keep in mind that it's not just an issue between two ADW companies but all three of us that are here today. Thank you. 
	CHAIRMAN SHAPIRO: Thank you. And I apologize for not calling you sooner. 
	MR. CRISTOFANO: That's okay. Mr. Shapiro and Board Members. My name is Albert Cristofano, I am the chairperson for the Southern California Horse Racing Fans Committee. And I would like to express our appreciation and gratitude for your hard work in trying to keep this train on the track. And with that I just have a couple of comments germane to these discussions. 
	First of all the good news is I don't have a
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	contract and I'm not looking for a contract with anybody. That being said, I do represent a segment of the stakeholders, the fans. And our concern is of the end user. When Santa Anita is running in order to bet a race at Santa Anita we have to have either XpressBet or Youbet and if we want to bet Churchill Downs we have to have TVG. 
	We are requesting that you exert all influences with the parties to come together in order to make it simpler, easier and user friendly for the fans to be able to use one ADW company to handle the races in California, all the races in California. And that is my main message and request. That you consider this when you grant licensing, when the law is revised or reviewed at the sunset of 2007. And with that I leave you with my best wishes and good luck. 
	CHAIRMAN SHAPIRO: Thank you. Towards that end I think that it is appropriate just to make a statement that Commissioner Amerman and I and the representatives of MEC and Mr. Nathanson and Mr. Hindman of TVG did in fact meet, I think it was a week ago.
	 And I think that everybody worked very hard and was very forthcoming to try and see if there is any way possible so that TVG would be able to show racing at Santa Anita at Golden Gate. I think that analysis is still being done. I think the horsemen were helping us try to figure out the financial aspects of it. But everybody was very
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	forthcoming and very desirous of trying to make that happen. 
	Is that a fair representation from your perspective? 
	MR. NATHANSON: Yes sir. 
	CHAIRMAN SHAPIRO: Thank you. Okay, we are now on to item number 6. No, Item 6 is the last of the ADW issues and this deals with the item that has been carried on our agenda from the beginning of the year. I think we covered a lot of it in what we just had, the discussion we've had, so I don't know. Do you have something that you wish to add to it? 
	MR. COUTO: I do. I think you have covered one side of it and I think there is another side that needs to be addressed. But before we do that I want to go back and thank you behalf of the TOC Board and behalf of owners. Thank the entire board, and in particular the strategic planning and dates committee for the work you did. I didn't have a chance to get up and do that before. 
	You did that under an immense amount of pressure from places it shouldn't have occurred. You did it to the rest of us with the best interests of the industry in mind and at heart and on behalf of the owners we thank all of you for working so hard under the pressure to hopefully come up with something that will work in 2007. We believe it will and that you did a great job. 
	Before I get into this issue I want to share with
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	you the fact that you all made some great comments about us needing to work together. And I'll share that the other night I had the pleasure of having dinner with the new CEO for Churchill Downs and it's funny how somebody else's perspective can really be helpful once in a while. 
	He said, he said, you know, you folks don't realize how good you have it in California. And this is the new CEO of Churchill Downs. He said, you don't realize how good you have it in California. You're about to have engineered racing services and you're going to have them on all your tracks, major tracks, by the end of 2007. 
	You still have if not the best purses close to the best purses in the country. You have great stakes races, you have wonderful trainers and riders. You have plenty of enthusiastic owners, you have great weather.  And went through a list of features about California racing that I think we as an industry often overlook. And it was, it was really a pleasure to have that conversation with somebody with a different perspective on California racing. So it helped, it helped me and I think your words also helped us
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	And you have TOC's commitment. I can assure you that that is the language we intend to do business and have intended to do business, so we will. 
	(Commissioner Harris exited 
	the meeting room.) 
	Now I am going to try and kick through this. You've all been here a long time. You're tired and so am I. Let me see if I can do this --I am going to summarize the difference between TVG's view and TOC's view about these issues is one of strict application and interpretation. We have some disputed ADW issues and we've opinions from counsel here and they have shared opinions of legislative counsel who were arranged by the lobbyists for TVG at the request of Senator Perata. 
	And really what TVG is suggesting is that you only need to look at one statute to understand ADW. You only look at one statute and you strictly apply that and I don't believe that's what the horse racing law requires. 
	So there are three issues. The three issues are, does the Horse Racing Board --and I'll work through this as fast as I can. Does the Horse Racing Board have authority to condition an ADW license? Does the Horse Racing Board have authority to administer and establish procedures by which California's horse racing laws and regulations shall be applied and interpreted?
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	 1 
	 1 
	Has TVG's failure to strictly comply with the

	 2 
	 2 
	terms --again we're talking about strict application. Has

	 3 
	 3 
	their failure to strictly comply with the terms --The

	 4 
	 4 
	question is, has TVG's failure to strictly comply with the 

	TR
	terms of the Interstate Horse Racing Act rendered its

	 6 
	 6 
	handling of interstate wagers in the state of California.

	 7 
	 7 
	It's arguably -- you know, the question that you

	 8 
	 8 
	have to ask is, is it now illegal activity? If you fail to

	 9 
	 9 
	comply with the Interstate Horse Racing Act does that become 

	TR
	illegal activity? Again I'll go through this very quickly, 

	11 
	11 
	you cited it. B&P Code 1940 says that the Horse Racing 

	12 
	12 
	Board has the power to condition any license. And when you 

	13 
	13 
	have done that with regard to riders you have imposed 

	14 
	14 
	conditions that are nowhere in the rule books, nowhere in 

	TR
	the law. You have the power to do that. 

	16  
	16  
	And the Legislature, the entire Legislature gave 

	17 
	17 
	you this power. It is not being questioned by a single 

	18 
	18 
	legislator. But this is what the California Legislature 

	19 
	19 
	empowered the Horse Racing Board to do and that is set 

	TR
	condition on any license.  Again, you have regulatory 

	21 
	21 
	authority to do the same thing under Rule 1485. you can 

	22 
	22 
	place any condition on a license and that licensee must 

	23 
	23 
	strictly comply with that condition. 

	24 
	24 
	Do you have authority to administer and interpret 

	TR
	and apply the laws. Again we go to what the California

	TR
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	Legislature empowered this Board to do.  You look at 19440 and it specifically says that you have responsibilities and you have the power to adopt rules, to administer and enforce not only those rules but the horse racing law. You can adjudicate any controversies arising from those laws.  And you can license any party to engage in this activity. 
	In fact, again, regulatory power under Rule 1400. Any power not specifically defined in the rules and regulations are reserved to the Board. So if there is not a specific provision that deals with the issue you have the power to resolve it. 
	Now I am going to kick through this very quickly because of the suggestion that you are limited to the exact terms of B&P Code 19604. The California Supreme Court in Sandstrom v. California Horse Racing Board stated that this Board has plenary authority. What does that mean? It means you have full, entire, complete, absolute, perfect and unqualified powers with regard to the regulation of horse racing activity. Now what it said is your decisions can only be reviewed to the extent of determining whether or n
	 In Sangster v. California Horse Racing Board the Appellate Court looked at your ability to interpret and apply the rules of law. And it said, the Agency's construction of its own regulations and the laws over which
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	it sees are entitled to great weight unless clearly erroneous or unauthorized. It further said that the purpose of interpreting the law and your role is to promote it -sorry. When interpreting a statute the objective is to promote its purpose, render it reasonable and to avoid absurd consequences. 
	-

	What we talk about in 19604 and the ability of the ADW providers to negotiate with the tracks the hub fee rates we have to go back to 2002 when we all recognized that Xpressbet was owned by MEC, which owned tracks with which it was going to negotiate. TVG had given equity interest to founding tracks, so it was again they were negotiating with themselves. And this Board determined that in order to avoid an absurd result of allowing ADW companies to negotiate with themselves you said, we're going to procedure
	Again looking at Sangster the Appellate Court said that this Board has the authority to adjudicate controversies arising from the application and interpretation of the rules and law. You have both a legislative and rule-making function, you have an adjudicatory judicial function. And the latter typically
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	involves the application of the rule and the law to a specific set of circumstances. That is what not only the Legislature empowered this Board to do but the California Supreme Court and the Appellate Court confirmed that those are the powers you have.
	 Okay, I'm going to try and wrap up quickly. Again, what TOC has been asserting throughout this is that by virtue of the authority granted to the CHRB by the Legislature and confirmed by the judicial system the CHRB has within its power unquestionably to condition ADW licenses in the manner you deem reasonable and necessary. You are again empowered to interpret and administer and apply the horse racing law and CHRB regulations in a reasonable manner as the Board deems appropriate and necessary. 
	And lastly, you are empowered to adjudicate the hub fee dispute between TOC and TVG. That's what the California Legislature has given you specific authority to do. TVG asserts that the CHRB must construe and apply the laws and regulations applying to ADW activities very strictly and very narrowly. So this comes back to this question. If we apply the law strictly and narrowly as suggested by TVG, if we just look at 19604 and apply that and say nothing else matters, then that application and interpretation mu
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	Last month Mr. Hindman enumerated three things that he understood, that TVG understood was required for their license. And he identified the third. He said, among other qualifications in the application he said that you had to comply with the Interstate Horse Racing Act. And he says, that is what we understood then and understand now as to our obligations to be. TVG understood that. Ms. Christian got up and confirmed.  She said, and as a result the Interstate Horse Racing Act provisions do apply. Mr. Hindma
	In fact they have asserted that against TOC our only rights are limited under the Interstate Horse Racing Act. Well let's look actually at what the Interstate Horse Racing Act does say. It says, an interstate off-track wager. That's basically an imported wager. May be accepted only if consent is obtained from four parties, the host racing association, the host horsemen's association, the host racing association (sic) and the off-track racing commission. That means --Let's go through it. 
	Off-track racing commission.  When a race is imported into this state under the Interstate Horse Racing Act TVG must apply to you, must seek the permission of the CHRB to import that race. That is the specific requirement of the Interstate Horse Racing Act. And as I said, it is defined. I think you have a provision there. It's defined
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	in the Interstate Horse Racing Act under Section 3011 and 3006. Those are the definitions. And again, an off-track state means a receiving state. 
	Under Section 3004(b), requires the off-track betting office to obtain the approval of a currently operating track within 60 miles of the off-track betting office. Interpreted what that means is that if they take a wager within 60 miles of an operating track TVG under the Interstate Horse Racing Act is required to have the specific permission and consent of that track. 
	For example, in the winter when we had this issue about TVG importing with no agreement with either MEC, Santa Anita or Golden Gate or TOC, if you strictly apply the language of the Interstate Horse Racing Act, they not only did not have the consent of the Board, they did not have the permission of a track running live at that time. 
	The Interstate Horse Racing Act is the only law that permits interstate wagering.  If you conduct, if you accept an interstate wager in a manner other than that permitted by federal law, permitted by this specific law, you are engaged in illegal wagering activity. Let me say that again. If you import and accept a wager in a manner other than specifically authorized by federal law you are engaged in illegal wagering activity. It is my understanding from talking to the NTRA and talking to the
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	TRA and the Department of Justice that the Department of Justice considers interstate wagering outside of the Interstate Horse Racing Act to be a potential violation of the Wire Act. 
	(Commissioner Amerman exited 
	the meeting room.) 
	I am not trying to accuse TVG of illegal activity. I am simply saying if you interpret the statute strictly, whether you're talking about 19604 or the Interstate Horse Racing Act, if you live by interpreting that strictly and forgetting about all the other laws you end up with this type of result. 
	Before any ADW company is licensed in this state we probably have to resolve these issues. Is it being done properly under the Interstate Horse Racing Act? Because unfortunately the state doesn't have the ability to authorize interstate activity. That's exclusively the province of federal law and the federal law requires compliance with these statutes. 
	So before anyone is re-licensed, and I think as quickly as possible given the activity that is going on, we should make a determination of whether or not the activity is in fact legal because it hasn't complied with the specific provisions. 
	CHAIRMAN SHAPIRO: Go ahead.
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	VICE CHAIRMAN MORETTI: Speaking for myself, and I think there's only one. Are you an attorney? There is only one attorney up here. I don't think that we're prepared to, other than listen to what you're saying at the moment, there is certainly nothing that I am prepared personally to deal with in this presentation. 
	MR. COUTO: Sure. 
	CHAIRMAN SHAPIRO: I agree with that. And what I would ask is that obviously what you're talking about is very concerning. And I would ask that you present this to our Deputy Attorney General for him to review and provide information to us back so that he can review this and report back to us. Again, none of us wants to see, none of us wants to see that any ADW company is not going to continue in the state of California. 
	MR. COUTO: Correct. 
	CHAIRMAN SHAPIRO: Okay. I want to be really clear on this. I want to keep TVG doing business in the state of California. I want them to continue to service every track. I want them to service more tracks. I want to enhance their business, okay. I want the same thing for XpressBet, I want the same thing for Youbet, all right. So I don't know where this is leading and if this is a concern than we need to look at the concern. 
	This discussion is to be a discussion for the
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	betterment of racing, not for the destruction of racing. 
	MR. COUTO: Correct. 
	CHAIRMAN SHAPIRO:  And therefore I would ask that --well good, you've got thank you up there and that's kind of what I was hoping was going to be up there. That we could kind of do a little time out here and say, okay. I appreciate your legal arguments, now is not the time for legal arguments. Let our attorney look at it and let us go from there. 
	And in the meantime we all have to find a way. Let's keep it at the level that you guys are talking. I hope you'll continue talking and you'll come back and say, hey, you know what, we have an agreement or we have a way to help enhance ADW wagering. And if we can leave it at that I would like to but I have a hunch that Ms. Christian is going to want to say something. 
	MS. CHRISTIAN: Well I would ask that we have just a minute to respond since the entity you have asked us to have a conversation with has just in so many words accused us of committing a federal crime.  So, you know, I mean -
	-

	CHAIRMAN SHAPIRO: I'm not sure -
	-

	MS. CHRISTIAN: To give you a little flavor, give you a little flavor. 
	CHAIRMAN SHAPIRO: I'm not sure you were accused alone.
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	MS. CHRISTIAN: So I think the Chairman had a very good point with respect to trying to engage in conversations for the betterment of California racing instead of finding ways to drop nuclear bombs to destroy it. And we will take a look at --I don't know what you would call it. The lecture that Mr. Couto just gave us and see what we think of it. We'd be happy to talk to the Attorney General as well to see what we have by way of information. 
	But by and large what I want to stress again is that, and I want to go back to the legislative counsel opinion, which is obviously the opinion of one lawyers but they are the lawyers for the Legislature and I'm sure the Attorney General will want to look at that too, that we have to be careful about how we proceed. That we don't want to act precipitously, we don't want to act in ways that make people feel that their only response is defensive. We want to reach out. And to the degree that you have encouraged
	-

	CHAIRMAN SHAPIRO: If that is what you're coming away from this discussion with I don't know how to tell you you're wrong, other than -
	-

	MS. CHRISTIAN: Not from you, Mr. Chair. I'm not
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	saying that that is what you said. 
	CHAIRMAN SHAPIRO: Okay. Then I don't think you've heard it from anybody up here and we're the ones that get to raise our hands, okay. 
	MS. CHRISTIAN: Okay.
	 CHAIRMAN SHAPIRO: I have every desire and intent, and I believe everybody sitting up here does, is to give TVG a license, is to give Youbet a license and it is to give XpressBet a license. Okay? Go home and relax, not thinking that somebody up here is trying to put TVG out of business because that is simply not the case. Okay? what we're looking for is how can we make it better for the fans, for the tracks, for the horsemen and for you. That is all we are trying to do. Okay? 
	MS. CHRISTIAN: Okay, thank you very much and we appreciate that. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. HINDMAN: Just for the record. 
	CHAIRMAN SHAPIRO: Yes? 
	MR. HINDMAN: We categorically deny committing a federal crime and believe that the accusations are absurd. 
	CHAIRMAN SHAPIRO: John, John, you know what. think that --We got that, okay. We don't think you're, we don't think you're trying to commit a federal crime, okay. 
	MR. JAMGOTCHIAN: Chairman Shapiro, I actually
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	agree with that statement. 
	CHAIRMAN SHAPIRO: Which statement? 
	MR. JAMGOTCHIAN: Your statement telling TVG to relax. I think that you should tell them to relax, but as they're relaxing think about the creation of a business model that works for them and for the horse owners and the state of California horse racing. Because their business model doesn't really consider that. If they want to execute a horsemen's agreement I think that's a serious issue. 
	With regards to a couple of other things. It's now interesting that I pop up, ask what maybe was a stupid question asking them to look at, asking somebody in staff to look at that contract to find violations, then we find out Mr. Couto has got violations of federal law. Well once again I'm looking at staff here and I'm saying to myself, what is staff doing? If the TOC has to come up here to tell staff what the violations are I don't believe that CHRB staff is doing their job. 
	Additionally, the Board took a position with polytrack. Now I even agree that poly-track is a great opportunity for California horse racing. This is another good thing that you brought forward as a Board. This is a great opportunity to rewrite this law. To get it right. To put all of these providers in a position of getting direction on a model that works.
	-
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	These guys are going to litigate you guys, obviously, because that's their plan. Get the law continued for another year or two, make a little bit more money.  But you guys aren't doing anything to force them to get their model to work. So why don't you ask them to relax but relax them, have them relax but work on a model that works for California horse racing. 
	CHAIRMAN SHAPIRO: Thank you, Mr. Jamgotchian. Okay, thank you. All right, that's enough of ADW, please. We are now going to deal with --all right, we are now going to jump to item number 14. Okay, item number 14 is --thank you, Jackie. 
	STAFF SERVICES MANAGER I WAGNER: Jackie Wagner, CHRB staff. As you recall the Board recently reviewed the issue of uncoupling horses and in doing so experiments were conducted initially involving the thoroughbred racetracks at Hollywood Park and at Bay Meadows. 
	CHAIRMAN SHAPIRO: Can we please have it quiet, we can't hear a thing up here. I know everyone wants to leave but can you leave quietly.
	 STAFF SERVICES MANAGER I WAGNER: At the June meeting of the Board the experiment was expanded to include the Los Alamitos quarter horse meeting. And at that time also a proposal was implemented to repeal Rule 1606. We noticed that proposal.
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	At the August 2006 Board meeting the Board heard the report from Hollywood Park and Bay Meadows regarding their experience with the temporary suspension of Rule 1606 and in addition Los Alamitos submitted a written report. At the close of the discussion it was represented from Los Alamitos that their experience with the suspension of Rule 1606 was a success and wagering had increased by a significant amount and at that time they urged the Board to continue the experiment. However the report, as was reported
	Los Alamitos has come before the Board and they are now requesting that the Board reconsider exempting quarter horse races from the uncoupling requirements of Rule 1606. And I believe the representatives are here. 
	CHAIRMAN SHAPIRO: Okay, thank you. 
	DR. ALLRED: I am almost afraid to do this, it's been such a long day for everybody and hopefully this won't take very long. 
	CHAIRMAN SHAPIRO: Were you here all day? 
	DR. ALLRED: More than a couple minutes. Ed Allred, Los Alamitos, Mr. Chairman. This began, Chairman Shapiro knows, and Mr. Stronach, knows, kind of at the request of your former Commissioner John Sperry who runs
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	horses at Los Alamitos.  And he made the point, and a good one I believe, that we don't have rabbits in quarter horse racing and we don't have really quite the same strategic problems that they have in thoroughbred racing. 
	In addition I'd like to point out something that happened just a month ago in a $250,000 race with fillies and mares. We had a two horse entry. One of them would have been 50 or 60 to 1, the other one was the second leading contender and the entry went off at 3 to 1. Unfortunately that was being bet on flipped in the gate, which is a more common problem in our racing than others because the horses are primed to run out of the gate so fast and was scratched. I don't believe that very many of the public reall
	We think it works very well for us. We have a lot of things going on now in the way of syndicates owning --I have formed two of them myself. I have 20 people in one of them and 10 in another. Most of them are licensed owners. They may have -- It makes it very difficult to have all 20 of those people or 10 of those people as the case may be and not have potential multiple entries, multiple mutual entries. In addition to that the horse shortage is such that it just makes our life a whole lot easier and I thin
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	it has no, no bad effects at all. And I request 
	respectfully your consideration of this. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. SCHIFFER: Good afternoon Members of the Board. Dan Schiffer for the Pacific Coast Quarter Horse Racing Association. We also endorse the continuation of this non-coupling rule for the same reasons stated by Dr. Allred. 
	CHAIRMAN SHAPIRO: Is there anybody else? If there isn't -
	-

	VICE CHAIRMAN MORETTI: For the quarter horses I have no problem. I would make a motion to -
	-

	CHAIRMAN SHAPIRO: I have no problem with it either. 
	COMMISSIONER AMERMAN: I certainly don't have a problem with it. The quarter horse industry is such a different thing from the thoroughbred industry. 
	CHAIRMAN SHAPIRO: I agree. I personally don't have a problem with it. 
	COMMISSIONER BIANCO: I don't have a problem and I'll make a motion. 
	CHAIRMAN SHAPIRO: What I don't know is procedurally how we can do that?  Do you have a problem with it, Commissioner Bianco? 
	COMMISSIONER BIANCO: No. I said that I would
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	make a motion that we allow it. 
	CHAIRMAN SHAPIRO: Okay. 
	VICE CHAIRMAN MORETTI: I would second it. 
	EXECUTIVE DIRECTOR FERMIN: What we could do is waive it and then start the rule process, would be the proper way. 
	DEPUTY ATTORNEY GENERAL KNIGHT: It's a waiver of rule. 
	CHAIRMAN SHAPIRO: So how do we --so we have to make a -
	-

	DEPUTY ATTORNEY GENERAL KNIGHT:  It's a temporary waiver. 
	CHAIRMAN SHAPIRO: Okay, so we make a motion to temporarily waive the rule. 
	DEPUTY ATTORNEY GENERAL KNIGHT: Specify a time limit is what you should do. 
	CHAIRMAN SHAPIRO:  Well we need to do it --So how long will it take us to get the rule done? 
	STAFF SERVICES MANAGER I WAGNER: It would be the regular --Jackie Wagner, CHRB staff. It would be the regular rule-making process. we would have to initiate the 45 day comment period, go through that public comment period, bring the rule back to the Board for formal adoption. So we're talking 45 days. And then we have the hearing and then we have another 30 days. Probably three
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	months. 
	CHAIRMAN SHAPIRO: So can we waive it for 120 days?
	 DEPUTY ATTORNEY GENERAL KNIGHT: Pending adoption of the regulation. 
	CHAIRMAN SHAPIRO: Fine then. Why don't we do it pending adoption and that way you guys can start right away. 
	MR. SCHIFFER: Thank you, Mr. Chairman. 
	CHAIRMAN SHAPIRO: There's a motion. 
	VICE CHAIRMAN MORETTI: Second. 
	COMMISSIONER BIANCO: I made a motion, yes sir. 
	CHAIRMAN SHAPIRO: All in favor?
	 (Ayes) 
	There you go. 
	MR. SCHIFFER: Thank you sir. 
	DR. ALLRED: Thank you. 
	CHAIRMAN SHAPIRO: You waited all day for that. Sorry. Sorry about that. 
	MR. BLOENIG: Now he's got to go back to Los Al another three hours. 
	CHAIRMAN SHAPIRO: The last thing that we're going to do on the agenda is general business. Is there any general business to come before the Board? Old business, we have old business, I'm sorry. 
	VICE CHAIRMAN MORETTI: I just want to make a
	 PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
	comment clarifying a point that I was trying to make earlier in regard to the dates issue. And I believe that some of my words were taken inadvertently not in the way that they were meant and I may not have communicated well. I had no problem with the Hollywood Park lobbying team itself, they did a great job actually. They were very effective, which is why we got very frustrated. 
	And my frustrations come from the fact that even though I don't agree with the issues or perhaps some of the tactics that were employed, the fact that the industry, all of the people don't come together and fight each other in Sacramento is what was driving me crazy. That's why I was trying to give those explanations about other industries that I have worked with where they have an association in Sacramento that works for the good of the industry. 
	So I just want to clarify that it was not a personal attack against any one or two or ten people in particular. Okay. 
	CHAIRMAN SHAPIRO: Thank you. Any general business? Mr. Jamgotchian? 
	MR. JAMGOTCHIAN: Mr. Shapiro and members of the Board. You know, I was just going to ask that question, how that would help horse racing if you weren't going to grant dates but thank you for clarifying that. 
	I'm up here in an interesting position. This
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	morning the LA Superior Court granted me $18,000 in fees from the California Horse Racing Board. And I am a little concerned on, number one, why it happened, and number two, the collection of the money.  This -
	-

	CHAIRMAN SHAPIRO: Okay, Mr. Jamgotchian, we cannot discuss this. You know -
	-

	MR. JAMGOTCHIAN: 
	MR. JAMGOTCHIAN: 
	MR. JAMGOTCHIAN: 
	It's over, the case is over. 

	CHAIRMAN SHAPIRO: 
	CHAIRMAN SHAPIRO: 
	No, no. 
	Mr. Jamgotchian, we 

	have gone through this. 
	have gone through this. 

	MR. JAMGOTCHIAN: 
	MR. JAMGOTCHIAN: 
	The case is over. 
	The case is 


	over. 
	CHAIRMAN SHAPIRO: We are still --We are not allowed to talk about litigation and particularly with a party that is a litigant, okay. 
	MR. JAMGOTCHIAN: First off, first off -
	-

	CHAIRMAN SHAPIRO: We are simply --Our counsel is telling us that we cannot talk to you. We are represented by counsel. Your counsel needs to talk to our counsel. 
	MR. JAMGOTCHIAN: You know what, Mr. Shapiro, I am going to let you with that suggestion. 
	CHAIRMAN SHAPIRO: Thank you. 
	MR. JAMGOTCHIAN: But I'm telling you that your position is ridiculous.  The case has been adjudicated fully and the basis of that will be read in the newspaper. So you can read about it in the newspaper. You have a copy of the
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	ruling. My question is, the California Horse Racing Board owes me $23,000 so I need --$21,000. 
	VICE CHAIRMAN MORETTI: We can't talk to you about it.
	 CHAIRMAN SHAPIRO: We cannot talk to you. 
	MR. JAMGOTCHIAN: That's fine. That's fine. 
	CHAIRMAN SHAPIRO: Our attorney is advising us that we cannot talk to you about that, okay. 
	MR. JAMGOTCHIAN: I just wanted to put it in the record. 
	CHAIRMAN SHAPIRO: So do you have anything else you need to talk about? 
	MR. JAMGOTCHIAN: I have a couple other things I can talk about. Additionally, once again I bring this up at the last couple of meetings and based upon the letter that I read to you with regard to the fiscal crisis at the CHRB. just want to get a definition or a reason why we have an office in San Diego. Can somebody tell me why?  Shouldn't we have an administrator in Sacramento where the office is to prudently and judiciously run the business of horse racing in California? Do you support an office in San Di
	CHAIRMAN SHAPIRO: Mr. Jamgotchian, this is for you to make comments. I'm not going to answer your question.
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	 MR. JAMGOTCHIAN: Fine. My comment is, why waste the money for an office, a satellite office, when the CHRB should be run by somebody in Sacramento. That's the reason why we have the issues with ADW and everything else because there's no leadership in horse racing. And that is the reason why we have bad agreements, we have bad purses, we have problems that are continually taking this industry down. So I recommend that we close the office in San Diego and have it moved, and have it retained and in full opera
	Additionally one last thing by one of your astute senior stewards. I was cursed at. I filed a complaint. Ms. Fermin has that. 
	CHAIRMAN SHAPIRO:  Again, you filed a complaint on that. That matter is under investigation. 
	MR. JAMGOTCHIAN: I'm just bringing it up to the Board. 
	CHAIRMAN SHAPIRO: We cannot hear it. 
	MR. JAMGOTCHIAN:  Just bringing it up. 
	CHAIRMAN SHAPIRO: Mr. Jamgotchian, we can't hear it. 
	MR. JAMGOTCHIAN: Fine. with regards to --You'll be hearing about it though, Mr. Shapiro, I can assure you. And then I have --Well you now what, that's enough for today. Thanks so much.
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	CHAIRMAN SHAPIRO: Thank you. This meeting is adjourned. Thank you for your patience. DEPUTY ATTORNEY GENERAL KNIGHT: Closed Session? Are you going to do ---oOo-
	-
	-
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