CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

STATE OF CALI FORNI A

HORSE RACI NG BOARD

In the Matter of

REGULAR MEETI NG

~— —

DEL MAR SURFSI DE RACE PLACE
2260 JI MW DURANTE BOULEVARD

DEL MAR, CALI FORNI A

THURSDAY, NOVEMBER 17, 2016

9:40 A M

REPORTED BY:

ANN BONNETTE, CSR NO. 6108

301 N. Lake Avenue,

Hunti ngton Court Reporters & Transcription, Inc.

Sui te 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 APPEARANCES
2 | COW SSI ONERS
3 Chuck W nner, Chairman
4 St eve Benet o, Conmm ssi oner
5 George Krikorian, Comm ssioner
6 | Jesse H Chopper, Comm ssioner
7 Madel i ne Auer bach, Conm ssi oner
8
9 STAFF
10 Ri ck Baedeker, Executive Director
11 Robert Browning MIler, General Counsel
12 | Jacquel i ne Wagner, Assistant Executive Director
13 Phil Laird, Staff Counsel
14 Ri ck Arthur, Equine Medical D rector
15 M ke Marten, Associate Analyst, Policy & Regul ations
16
17 ALSO PRESENT
18 Becky Bartling, Sonoma County Fair
19 Larry Swartzl ander, CARF
20 Al an Bal ch, California Thoroughbred
21 M chael Brown
22 Ri ck English, Los Alam tos Quarter Horse Racing
23 Darrel MHargue, Chief Steward, CHRB
24 Brad McKi nsey, Los Alam tos Raci ng Associ ation
25| Joe Morris, Santa Anita
Hunti ngton Court Reporters & Transcription, Inc. 2

301 N. Lake Avenue,

Sui te 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016

1 APPEARANCES

2 ALSO PRESENT

3 Ri ck Hammerle, Santa Anita

4 Nat e Newby, Santa Anita

5 Dr. Rick Arthur, Equine Medical D rector

6 Brad Bl ackwel |, Twi nSpires

7 John Hi ndman, TVG

8 Roger Li cht

9 John Val enzuel a, Pari-Mituel Enployees Guild, Local 280
10 Tony Avel |l ato, NYRA Bets

11 Ni col e Fol ey, NYRA Bets

12 Gene Chabrier, XpressBet

13 John Rubenstein, Del Mar Thoroughbred C ub

14 Scott Daruty, Colden Gate Fields

15 Greg Avioli, TOC

16 Jerone Hoban, Al aneda County Fair

17 Cal Rai ney, CGolden Gate Fields

18 Eric Sindler, Golden Gate Fi el ds

19 Dan Crinele, Colden Gate Fields
20 Chris Schick, Watch and Wager
21 Ed Com ns, Watch and Wager
22 John Ford, Bet Anerica
23
24

25

Hunti ngton Court Reporters & Transcription, Inc. 3
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 | NDEX
2 ACTI ON | TEM PAGE
3 1. Approval of the m nutes of COctober 20, 2016. 11
4
5 2. Executive Director's Report. 12
6
7 3. Public Comment: Communi cations, reports, 15
8 requests for future actions of the Board.
9 Note: Persons addressing the Board under

10 this itemw |l be restricted to three (3)

11 m nutes for their presentations.

12

13 4, D scussion and action by the Board regarding 54
14 the distribution of race day charity

15 proceeds of the Los Alamtos Quarter Horse

16 Raci ng Associ ation in the anmount of

17 $27,412, to five beneficiaries.

18

19 5. D scussion and action by the Board regarding 56
20 the distribution of race day charity

21 proceeds of the Los Alamtos Racing

22 Associ ation in the amount of $10,734, to

23 five beneficiaries.

24

25 6. Public hearing and action by the Board 57

Hunti ngton Court Reporters & Transcription, Inc. 4

301 N. Lake Avenue,

Sui te 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 regardi ng the proposed anendnent to
2 CHRB Rul e 1632, Jockey's Riding Fee, to
3 adj ust the jockey riding fee scale
4 pursuant to Business and Professions Code
5 Section 19501. (Note: This concludes
6 t he 45-day public comment period. The
7 Board nmay adopt the proposal as presented.)
8
9 7. Di scussion and action by the Board regarding
10 t he proposed anendnent to CHRB Rul e 1696,
11 The Start, to provide that the stewards
12 may declare a horse a non-starter in any
13 I nstance where a horse receives an unfair
14 start through no fault of the horse.
15
16 8. Report fromthe Race Dates Committ ee.
17
18 9. Di scussi on and action by the Board regardi ng
19 the allocation of Northern California race
20 dat es.
21
22 10. Di scussi on and action by the Board on the 70
23 Application for License to Conduct a Horse
24 Racing Meeting of the Los Al am tos Horse
25 Raci ng Association (T) at Los Alamtos
Hunti ngton Court Reporters & Transcription, Inc. 5

301 N. Lake Avenue,

Sui te 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 Race Course, commenci ng Decenber 7, 2016
2 t hrough Decenber 20, 2016, inclusive.
3
4 11. Di scussi on and action by the Board on 74
5 the Application for License to Conduct
6 a Horse Racing Meeting of the Los Angel es
7 Turf Cub, (T) at Santa Anita Park Race
8 Track, commrenci ng Decenber 21, 2016
9 t hrough July 4, 2017. (Note: Opening
10 Day is Decenmber 26, 2016.)
11
12 12. Di scussi on and action by the Board on 120
13 the Application for License to Conduct
14 a Horse Racing Meeting of the Pacific
15 Raci ng Association (T) at Golden Gate
16 Fi el ds, commenci ng Decenber 21, 2016
17 t hrough June 20, 2017. (Note: Opening
18 Day is Decenmber 26, 2016.)
19
20 13. Di scussi on and action by the Board on 169
21 the Application for License to Conduct
22 A Horse Racing Meeting of Watch and Wager
23 LLC (H) at Cal Expo, commenci ng Decenber 26,
24 2016 through May 21, 2017, inclusive.
25
Hunti ngton Court Reporters & Transcription, Inc. 6

301 N. Lake Avenue,

Sui te 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 14. D scussion and action by the Board on 173
2 the Application for Approval to Conduct
3 Advance Deposit Wagering (ADW of NewCo
4 Ventures North Anerica, LLC, dba
5 NYRAbets. com for an out-of-state nulti-

6 jurisdictional wagering hub, for a period

7 of up to two years.

8

9 15. Di scussion and action by the Board on the 174

10 Application for Approval to Conduct

11 Advance Deposit Wagering (ADW of

12 Li en Ganes Racing, LLC, for an out-of-state

13 mul ti-jurisdictional wagering hub, for a

14 period of up to two years.

15

16 16. Di scussi on and action by the Board on the 174

17 Application for Approval to Conduct

18 Advance Deposit Wagering (ADW of

19 Churchill Downs Technology Initiatives

20 Conmpany, dba Twi nSpires.com for an

21 out-of-state nulti-jurisdictional

22 wagering hub, for a period of up to two

23 years.

24

25 17. Di scussion and action by the Board on the 174

Hunti ngton Court Reporters & Transcription, Inc. 7

301 N. Lake Avenue,

Sui te 150, Pasadena, CA 91101 1-800-586-2988



https://TwinSpires.com
https://NYRAbets.com

CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 Application for Approval to Conduct
2 Advance Deposit Wagering (ADW of
3 Wat ch and Wager.com LLC, for an
4 out-of-state nulti-jurisdictional
5 wagering hub, for a period of up to two
6 years.
7
8
9 18. Di scussion and action by the Board on the 174
10 Application for Approval to Conduct
11 Advance Deposit Wagering (ADW of
12 XpressBet, LLC, for a California nmulti-
13 jurisdictional wagering hub, for a period
14 of up to two years.
15
16 19. Di scussi on and action by the Board on the 174
17 Application for Approval to Conduct
18 Advance Deposit Wagering (ADW of ODS
19 Technol ogies, L.P., dba TVG for an
20 out-of-state nulti-jurisdictional wagering
21 hub, for a period of up to two years.
22
23 | 20. Cl osed Sessi on.
24
25
Hunti ngton Court Reporters & Transcription, Inc. 8

301 N. Lake Avenue,

Sui te 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016

1 PROCEEDI NGS

2 DEL MAR, CALI FORNI A, VEDNESDAY, NOVEMBER 16, 2016
3 9:40 A M

4

5 CHAI RVAN W NNER:  Good norning, | adies

6| gentlenmen. This neeting of the California Horse Racing
7 Board will cone to order. Please take your seats.

8 This is the regular noticed neeting of the

9 California Horse Racing Board on Thursday, Novenber 17,
10 2016, at the Del Mar Surfside Race Place, 2260 Ji my

11 Dur ant e Boul evard, Del Mar, California.

12 Present at today's neeting are nyself, Chuck
13 | Wnner, Chairman; Mdeline Auerbach, Comm ssioner; Steve
14 Benet o, Comm ssioner; Jesse Choper, Conm ssioner; George
15 Kri korian, Conm ssi oner.

16 Before we go on to the business of the neeting,
17 | need to make a few comments. The Board invites public
18 | comment on the matters appearing upon the neeting agenda.
19 The Board also invites comments fromthose present today
20| on matters not appearing on the agenda during a public
21 comrent period if the matter concerns horse racing in

22 Cal i forni a.

23 In order to enforce all -- in order to ensure
24 | all individuals have an opportunity to speak and the
25 neeting proceeds in atinely fashion, I wll strictly
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1 enforce the three-mnute tine limt rule for each speaker.
2| The three-minute tine limt wll be in force during

3 di scussion of all nmatters as stated on the agenda as wel |
4 | as during the public comrent period.

5 There is a public comment sign-in sheet for each
6 agenda matter on which the Board invites comments. Al so,
7| there's a sign-in sheet for those wi shing to speak during
8| the public comrent period for matters not on the Board's

9 agenda if it concerns horse racing in California.

10 Pl ease print your nanme |legibly on the public

11 coment sign-in sheet. Wen a matter is open for public
12 comrent, your nanme will then be called. Please cone to

13 the podium and i ntroduce yourself by stating your nane and
14 | organi zation clearly. This is necessary for the court

15 reporter to have a clear record of all who speak.

16 When your three minutes are up, | wll ask you
17 to return to your seat so others can be heard. Wen al

18 t he nanes have been called, I will ask if there is anyone
19 el se who would li ke to speak on the matter before the

20 Board. Also, the Board may ask questions of individuals

21 | who speak on any matter. |f a speaker repeats hinself or
22 herself, I wll ask if the speaker has any new comments to
23 make. |If there are none, the speaker will be asked to | et

24 ot hers make comments to the Board.

25 Ckay. The first itemon the agenda is the
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approval of the mnutes fromthe COctober 20th neeting.
There were a few little things that | had.

But does anyone el se have any comments wth
respect to the m nutes?

COMM SSI ONER CHOPER:  No. Those were questions
that | had for another tine.

CHAI RVAN WNNER. Ckay. One little one:
Jacki e, on page 113, it says "M. Bartling." | think it
means Ms. Bartling. Just to make Becky happy.

CGot another one. kay. This one is not urgent.
W wiill skip over it.

Any ot her comrents, additions, deletions?

Is there a notion to approve the m nutes?

Comm ssi oner Kri korian noves; Conmi SSi oner
Benet o seconds.

How do you vote?

Conmi ssi oner Auer bach?

COW SSI ONER AUERBACH:  Yes.

CHAI RVAN W NNER:  Chai rman votes yes.

Conmi ssi oner Krikorian?

COW SSI ONER KRI KORI AN: Yes.

CHAI RMAN W NNER:  Commi ssi oner Choper ?

COWMWM SSI ONER CHOPER:  Abst ai n.

CHAIl RMVAN W NNER:  You abst ai n?

COW SSI ONER CHOPER: I wasn't here.

Hunti ngton Court Reporters & Transcription, Inc.
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1 CHAIl RMVAN W NNER:  Conmi ssi oner -- we need four
2| votes. Conm ssioner Choper abstains.

3 Commi ssi oner Beneto? Votes yes?

4 COW SSI ONER BENETO  Yes.

5 CHAI RVAN W NNER:  Matter passes. W have four
6 kay. The next itemon the agenda is the

7 Executive Director's report.

8 EXECUTI VE DI RECTOR BAEDEKER: Thank you,

9 M. Chairman.

10 A commttee of the Anerican -- or the

11 Associ ati on of Racing Conm ssioners International headed

12 by Ri ck Goodell from New York has been drafting a nodel

13 rule for out-of-conpetition testing that will |ikely be

14 | approved and adopted by the RCI Board in Decenber.

15 It has been a collaborative effort of RC

16 regul ators and the Racing and Medi cati on Testing

17 Consortium RMIC, that has resulted in a conprehensive

18 rule that includes strict procedures as well as a

19 conprehensive list of prohibited substances and penalty

20 | guidelines.

21 Dr. Arthur, along with Dr. Murray Scolay from

22 Kentucky, were the key contributors to the veterinarian

23 medi ci ne conponents, and we | ook forward to bringing the

24 rule to our Board for consideration shortly after the

25 first of the year. | think everybody agreed that this

Hunti ngton Court Reporters & Transcription, Inc.
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1| wll be a very significant nodel rule for the country once
2 adopted by the nmajor jurisdictions.

3 Financials for the nonth are really fairly

4 | skewed because | ast Cctober there was a Breeders' Cup day
5 included in the nonthly financials. So whereas Cctober

6 | ooks dreary, Novenber should | ook very bright. However,
7 Il will give the -- give the results anyhow.

8 The dayti ne busi ness during Cctober was off by

9 11. 4 percent. N ghttinme business was up slightly, and

10| that led to an all-in total of down 10.2 percent for the

11 nonth. For the year, we are down just a little over

12 | 4 percent. Everything in -- | was told by our accounting

13| folks that | ooking at the Breeders' Cup nunbers that has

14 brought us back to |level for the year. So I wll | ook

15| forward to reporting those nunbers next nonth.

16 W did have the Fresno Fair run during the nonth

17 of October, and as has been the case with many of the fair

18 neets, they were down 4 percent altogether, but there is

19 probably a direct correlation to the field size which went

20| from®6.6 per race |last year to 6.16 percent, or per horse,

21 this year, so a significant difference.

22 And finally, some notes about the Breeders' Cup.

23| As | reported last nonth, CHRB staff was very involved in

24 | this year's Breeders' Cup. As you can inmagi ne, our safety

25 stewards and investigators were a key part of backstretch
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security and supervision of the participants, but | would
especially like to thank our licensing staff.

In the days leading up to the event, they
processed 682 new or renewed |icenses to participants from
around the country and around the world, and that includes
fingerprint, background check. 1It's not a sinple process;
682 new | i censes.

I would also like to point out that despite
predi ctions otherwi se, there were no violations of the
riding crop rule. No jockeys -- those comng in from
ot her parts of the country, fromother countries, no
j ockeys disregarded the rule in order to win a big purse.
And sonehow, Songbird and Behol der, California Chrone and
Arrogate, were able to get to the wire in brilliant
fashion wthout frantic use of the crop by their riders.

Finally -- | don't know how they did it --
havi ng been involved in Breeders' Cups at Hol |l ywood Park
and Santa Anita in the past nyself, | don't know how t hey
didit, but Santa Anita and the Breeders' Cup staged two
gl orious days of racing in front of packed houses w t hout
a hitch. | think the whole Board probably reflects this
but congratulations to -- to them

That's ny report, M. Chairman.

CHAI RMAN W NNER:  Thank you. | would just |ike

to ditto what M. Baedeker said. The Breeders' Cup was --

Hunti ngton Court Reporters & Transcription, Inc.
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1 was just fabul ous for every -- everyone who was there, for

2 all the participants as well as all the spectators, and I

3 congratul ate the Breeders' Cup, Santa Anita, our staff for

4| their participation, as Executive Director Baedeker

5 pointed out. Al inall, it was just wonderful, and
6 | everyone involved deserves a hearty congratulations. It's
7| wonderful for racing. It's the kind of thing that we need

8 nore of; so thank you all very, very nuch.

9 Let's go on, then, to the public comment period.
10 | have just one card on public conment.
11 And let me point out at this stage that we are

12 going to nove Itens 8 and 9 on the agenda, which is the

13 Northern California Race Dates Conmttee Meeting, as well
14 | as the discussion and action by the Board regarding the

15| allocation of Northern California race dates. They wll

16 | follow the public comrent period; so we will have the

17 public comment period and then we will go on to the race

18 dates comm tt ee.

19 So | have one card for public comrent, which is

20 Dale Lillard (phonetic). M. Lillard.

21 MR, LILLARD: M. Chair, nmenbers of the Board,
22 ny name is Dale Lillard. | don't represent any
23 organi zation. | amsinply appearing before you to request

24 | that when you consider the allocation of racing dates that

25 | you think about the Sonoma County Fair at Santa Rosa.

Hunti ngton Court Reporters & Transcription, Inc.

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

15




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016

1 It's a perfect little venue. They have the only turf

2| track that runs at that time of the year. |It's a great

3 opportunity for you to draw new fans because it woul d be
4| turned into a real famly event and it's located right in
5 the mddle of the wine country. So ny sinple request is
6 | that you consider allocating dates than run concurrent to

7 their fair neet, and | thank you.

8 CHAI RMVAN W NNER:  Thank you.
9 Any questions for M. Lillard? Thank you.
10 Today, we have al so a special guest, our forner

11 conm ssioner. \Were are you, Richard?

12 There he is.

13 You know, first of all, it's wonderful to have
14 Richard here. | think we are all sorry that he is sitting
15| over there and not over here. | can tell you having

16 wor ked with Richard, before | get to the words of the

17 resolution that we will have nade and has not been

18 | conpleted yet, but I'"'mgoing to read it to you anyway,

19 Ri chard.

20 But before | do that | can tell you that

21 Ri chard Rosenberg is without a doubt one of the finest

22 human bei ngs and certainly one of the finest nenbers this
23 Board has ever had. No one works harder, no one cared

24 nore, no one was nore diligent, no one cared about racing

25 and doing the right thing for racing nore than Ri chard.
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And having Richard at ny side and at the side of all of us
on this Board was not only very, very inportant to what we
try to do to do the best -- what is in the best interest
of racing, but also was a great help to us at all tines.

But even nore inportant than that, one of the --

one of the advantages, maybe the only advantage of being
on this Board, is the friendships that you make. | didn't
know Ri chard before | cane on this Board. | didn't know

nost of these people before | came on this Board.

And the friendships that you nmake with the
peopl e that are on this Board, | can only thank
Governor Brown and Governor Schwarzenegger and the various
peopl e who chose our staff for what they have done,

because these are hardworking, fine, wonderful people, and

they are lasting friendships. And Richard and his wfe
Christina and wonderful famly will be our friends, and I
think the friends of everybody el se on this Board, for
l[ife. We'll mss himon the Board, but we won't -- we
won't mss himas a friend because we wll still have that
friendshi p.

| would like read this resolution that I won't
present to you at this neeting, Ri chard, because we don't
have it.

The California Horse Raci ng Board, the horse

racing i ndustry, and the citizens of California all
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express their appreciation to R chard Rosenberg for
serving on the Board for seven years, from 2009 to 2016,
the final three years as Vice Chairnan.

During his two terns as a raci ng comm ssi oner,
Ri chard Rosenberg denonstrated exceptional thoughtful ness,
understanding, and intense interest in matters that cane
before the Board, inproving the public perception of the
Board as a whole. Watever the discussion, Richard
Rosenberg coul d be relied upon to be thorough, having
spent countl ess hours reading and researching all matters,
regardl ess of their conplexity and to pose precise and
meani ngf ul questions that hel ped everyone gain a better
under st andi ng of each issue.

As a former attorney and busi ness executi ve,
Ri chard Rosenberg exhi bited know edge of |legal matters
that allowed himto bring to everyone's attention whet her
a particular activity or proposal fell fully within the
| aw. Richard Rosenberg denonstrated hum lity, comnpassion,
and respect for others that earned himthe high regard and
admration of his fell ow conm ssioners, the CHRB staff,
and all those who cane before the Board.

The Board recogni zes that Richard Rosenberg, by
hi s conduct and contributions, has hel ped i nprove the
horse racing industry while serving the best interests of

the state of California.
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Ri chard, from one nenber to another, thank you
t hank you, so very nuch for what you have done, and | know
there are others who would lIike to speak.

Commi ssi oner Chopper.

COW SSI ONER CHOPER: Wl |, you've said nost of
what | wanted to say.

CHAI RVAN WNNER: |' m sorry.

COW SSI ONER CHOPER: But that's -- well, you
should be. But | just wanted to say this. | have been a
menber of the Board for about ten years. And | think
that -- | don't think; I know that's the |Iongest tenure of
at | east the incunbents here.

And apart fromthe -- apart fromthe people who

have been -- who have been chairnmen of this Board,
Ri chard Rosenberg -- and | amgoing to repeat a bit of
what you said. There has been no one as conscientious,
that is painstakingly careful in |ooking at each issue
t hat we have.

He would cone up with stuff in the book that I
confess | hadn't read, not only not read carefully, |
hadn't read it. You know, this is a lot of stuff for
each -- for each neeting. | didn't think it was worth
reading at the tine; he did. And he nade it -- he made a
valid point in respect to it.

And | -- | know of no one who has -- was as
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conscientious and as w se, even when | disagreed with him
as Richard Rosenberg, and we owe hima great debt.

Thank you

CHAI RMAN WNNER: So Richard, | hope that you
w il conme to the next neeting or the neeting thereafter so
that we can actually present you with the resol ution.

MR. ROSENBERG.  How about Jul y?

CHAI RMVAN W NNER:  Anytine. And if would like to
say a few words, you are certainly welcone to.

MR, ROSENBERG | will save it for July.

CHAI RMAN W NNER:  Okay. Thank you, Richard.
Fromall of us to you, thank you so very nuch for your
service to this Board, to the industry, and to the state
of California.

MR. ROSENBERG  Thank you.

CHAI RMAN W NNER: Okay. Moving right along, we
are going to nove then to the -- to Item No. 8, report
fromthe Race Dates Cormittee. And | will make the report
bri ef because we are going to nove on to a discussion and
action by the Board on the allocation of Northern
California race dates.

As you know, for several nonths now, we have
been working with the industry, wth the stakeholders, to
try to arrive at an agreenent that was as satisfactory as

possible to as many as possible and certainly as
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satisfactory as we can nake it to the -- to horse racing.
It has been a very difficult task. | think everybody
knows that. W have been going through it for a | ong
tinme. Everybody has worked hard at it. There have been
nmeeti ngs, discussions, gives and takes, and it was very
troubling at times because we were not able to reach the
ki nds of agreenments and the industry stakehol ders weren't
able to conme together, for good reason. 1In every case,

t hey had good reason.

Yest erday, at our neeting, we again had received
comments and | etters and been | obbied by all kinds of
people, literally hundreds of phone calls and letters and
emails fromconstituents of the various fairs, from
supervisors, fromfair Board nmenbers, from4H C ub
menbers. You can go on and on and on, the nunbers of
folks that had an interest inthis, a legitinmate interest,
which nmade it very difficult because it was a puzzle that,
unfortunately, did not allow for everyone to be satisfied
wth the result.

At the end of the day, after yesterday's
neeting, we cane as close as we could, and there is no
guestion that sonme were not satisfied. And for that we're
sorry. W nade every effort to try to get people to work
together to try to make that happen, and in sonme ways that

failed. But at the end of the day yesterday, we passed a
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nmoti on unani nously, the three nenbers -- Conmm ssioner
Kri korian, Conm ssioner Beneto, and nyself -- unani nously
recommended race dates for 2017.

| think everyone who is involved knows that race
dates go hand in glove with stabling, and, of course, that
all had to be taken into consideration, was taken into
consideration. There's still sone issues that need to be
resol ved but they are hopefully getting resol ved.

The bottomline is that we did nove out of
resolution. So with that | amgoing to nove then to Item
No. 9.

Di scussion and action by the Board regarding
the allocation of Northern California race dates. Wat
I"mgoing to do at the outset is ask M. Baedeker to read
to you the resolution or the notion that was passed by the
Committee as a recommendation to the full Board for
approval for Northern California race dates.

Before | do that let nme state that for anyone
t hat doesn't know, Southern California race dates were
approved sone nonths ago. They were -- in that case, we
had a | ot of stakeholders who had to cone together and try
to work out a conprom se. Again, there was a | ot of give
and take, and they were -- the stakeholders were able to
reach an agreenent, make a reconmendation to the Board,

and we were happy to play as nmuch of a part in those
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1 negotiations as we were asked to play, and the fact of the

2 matter is it was successfully resolved and the dates were

3| granted, | believe, three nonths ago.

4 So with that, Richard -- with that, R ck,

coul d

5 you pl ease explain what it is that we approved yesterday,

6| and wth all of the specifics, including the what ifs.

7 EXECUTI VE DI RECTOR BAEDEKER: M. Chairman,

t he

8 Committee yesterday approved a notion that includes the

9| followng allocation of dates:

10 Begi nning with Gol den Gate on Decenber 26th, of

11 course, of this year, continuing through June 20, 2017.

12 By the way, these dates that |'mgiving you are fromthe

13 Wednesday prior to opening day through the Tuesday

14 | follow ng closing day.

15 So, once again, Golden Gate up until June 20t h.

16 The Pl easanton -- OGak Tree at Pl easanton Fair Meet from

17 June 21st through July 11th.

18 Cal Expo Fair fromJuly 12th through August 1st.

19 Sonoma County Fair, Santa Rosa from August 2nd

20 | through August 22nd.

21 Hunmbol dt Ferndal e Fair Meet from August 23rd

22 | through Septenber 5th.

23 Gol den Gate Summer Meet from August 23rd through
24 Septenber 20th -- I"'msorry. Septenber 19th.
25 The Cak Tree at Pl easanton forner Stockton dates

Hunti ngton Court Reporters & Transcription, Inc.

23

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988



CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1| from Septenber 20th through Cctober 3rd.
2 The Fresno Fair from Cctober 4th through
3 Oct ober 17t h.
4 And then finally, the Golden Gate Fall-Wnter
5 Meet from QOctober 18th through, | believe, it's
6 Decenber 19t h.
7 And those are the proposed dates. You want to
8| deal with the --
9 CHAI RMAN W NNER: There are other issues in the

10 resolution as well, the Santa Rosa contingency and the
11 five -- the 5000 claimng contingency, under 5000, that
12 | were part of the resolution.

13 EXECUTI VE DI RECTOR BAEDEKER  Part of the

14 resol ution included the stipulation that Gol den Gate woul d

15 not card any claimng races at -- is it under 50007
16 CHAI RMAN W NNER:  Under 5000.

17 EXECUTI VE DI RECTOR BAEDEKER: Under $5000
18 | claimng price. It was also stated in testinony that

19 Sononmm, given the position in the cal endar, m ght decide
20 not torun its third allocated week, in which case the
21 proposal or the notion nade by the race and approved by
22 | the Race Dates Commttee would call for Ferndale to nove
23 up a week and race unoverl apped in what woul d have been
24 that final week of Sonoma, and Gol den Gate then woul d

25 start in its existing position.
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1 CHAI RVAN W NNER: And Santa Rosa woul d advi se

2 the Commttee no later -- or the Board no |l ater than the

3 Decenber neeting of its decision with respect to the third

4 week.

5 EXECUTI VE DI RECTOR BAEDEKER: To the third week.

6 That's correct.

7 CHAI RVAN WNNER: |Is that everything? kay.

8 So that's the notion that the Board -- that the

9 Commttee recommends to the full Board, and I'mgoing to
10 | open it now for discussion.

11 Ms. Becky Bartling.

12 MS5. BARTLING Yes. Thank you for correcting ny

13| gender. And | do thank you for all the tinme and effort.

14 It has been a very |lengthy process, and | know on our part

15 It has been and the CARF nenbers and for you as well who
16 | are volunteers and are highly paid; right? So thank you
17 for that.

18 The Sonoma County Fair has submtted two

19 proposal s for summer race dates. Both essentially swap
20 Sonorma and Cal Expo. These are the historical dates and
21 elimnate the conflict that was created when Cal Expo

22 noved on top of Sonoma in July. | encourage the full

23 Board to consider assigning dates to Cal Expo that wll

24 | finally elimnate the fighting for the dates in July.

25 The Sonoma County Fair has remained commtted to
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1 horse racing and has exhibited this with the installation

2 of the only racing -- fair racing turf track. Qur purse

3| structure with seven $50, 000 stakes races -- Cal Expo only
4 has one -- our incentive prograns and nuch nore.

5 | researched the Sonoma County Fair Board

6 | dialogue that surrounded spending the noney to build the

7 turf track, and interestingly enough, it wasn't because

8 | they thought it would create new comm ssions, but they did
9 It in an effort to keep horse racing vibrant, and we are
10| the only fair that nade that strong conm tnent.

11 By allow ng Cal Expo to stay in the July

12 position, you have six weeks without turf races in the

13 north. The turf course at Sonoma provi des an opportunity
14 | for a whole different segnent of horses. The handle from
15| turf races is significantly higher wwth the average starts
16 per race at Sonoma at 8.21 conpared to Cal Expo average of
17 6.21 on dirt. Thirty-four of the 81 thoroughbred races

18 run at Sonoma are on the turf course.

19 And | can't tell you how many people cone up to
20 me and say, "Wiy isn't Sonoma getting the July dates?

21 You' ve nmade the investnent in the turf track and you are

22 | the facility where the horsenen want to be."

23 And | don't have an answer. The only answer |

24 have is it nmust be political. And do we want politics to

25| dictate the future of horse racing in California? | don't
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think that's a good course.

Bounci ng Sonorma around with the race dates has
caused serious repercussions with nmy fair. M carnival is
now on a path to nove to another fair w thout horse racing
because of the lack of security in the dates. This
carnival has contracts surrounding our fair dates and
can't nove and change with race dates noving. This is the
only carnival that could run in our tinme frane for a
t hr ee- week peri od.

Your mission is clear: To do what is best for
horse racing in California. And ny mssion is to be a
good steward for the fairground that is part -- a vita
part of Sonoma County, and | strongly believe that these
two missions have a very synbiotic relationship.

Pl ease consi der our dates proposal in your
deci si on today, and pl ease renenber Sonoma pai d out over
536,000 nore in purses than Cal Expo this year, had a
significantly higher handl e, had over 70 percent of the
hor ses housed on site as opposed to Cal Expo with only
10 percent.

And to be clear, when statenents are nmade from
Cal Expo that their handle is over a hundred mllion that
I ncl udes horse race- -- harness racing and is not a neet
that is put on by them Harness racing is run by Watch

and Wager. It's an interimevent.
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As such, we are encouraging you today to vote in
support of either of our proposals. Proposal A has the
Sonoma County Fair and Cal Expo swappi ng dates and puts us
back into our historical dates.

Proposal B suggests that the 2016 dates be
repeated and that the Sononma County Fair and Cal Expo swap
Iinto '18. Swapping the dates puts everybody back inits
traditional tinmeframe elimnating the continued fight over
t he race dates.

| appreciate the |ong and arduous process this
has been for the Dates Commttee, and | thank themfor the
time and dedication to this process and also the extra
help and tinme we spent and wi th Conmm ssi oner Beneto, who
has al so spent additional tine.

| also want to thank the full Board for your
t hought ful consideration today regardi ng the Sonona County
Fair dates proposal. Please nmake a decision that is truly
in the best interest of horse racing. Thank you.

CHAI RVAN W NNER:  Thank you.

Becky, just to clarify, so everybody knows it, |
believe it was a nonth ago, maybe two nonths ago, | can't
remenber now, but there was a proposal that was
reconmmended or suggested, not recomended, that this was
at a tinme when you had said that -- indicted that Sonoma

really chose to run two weeks rather than three, and we
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tal ked about flopping Sonoma with the fair, and both of
you rejected that at that tinme. But that was a proposa
that was before all of us during -- that we suggested as a
possibility, and both parties rejected that.

M5. BARTLING Right. W would have definitely
considered it if we had three weeks. The chall enge,
again, was the carnival. And | knowit's carnivals and
raci ng, and, you know, in a sense for you it's two
separate things, but for us it's not.

CHAl RMVAN WNNER: No. | understand. And that's
why we woul d, rather than go back over the whol e thing,
but we tried to take the carnival into consideration with
every deci sion.

Agai n, everybody here was not a part of it and
those listening were not a part of it, but part of this
puzzle that we had to deal with was dealing with the
carnivals and all of the folks who are involved with
carnivals and the safety issue.

There's a major safety issue in noving carnivals
fromone place to another. And the carnival operator
testified that it took, | think, five days, was it, in
order to go fromone facility to another facility, get
approved froma safety standpoint, and operate safely.

And obviously, all of us had the sane concern

that you do, which is the safety of the people who cone to
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1| the carnivals, to the fairs --

2 M5. BARTLING O course.

3 CHAl RMVAN WNNER: So, as | indicated, it's a

4| very, very difficult conundrum and we all recogni ze what
5 Santa Rosa neans to racing.

6 M5. BARTLING  Thank you.

7 CHAI RVAN W NNER:  And we appreciate your efforts
8| all through this process in trying to work with everybody
9 totry to make it work. And hopefully, in 2018, as we get

10 into the dates for 2018, assum ng this neasure passes, we

11 will be able to resol ve sone of these critical issues. I

12 know t here are others who want to speak.

13 If there's other -- other questions for Becky?
14 COW SSI ONER AUERBACH: | don't have so nuch of
15| a question as | have a comment. |'mvery distressed. W

16 | are supposed to have one job up here and that's racing,

17 and | amnot particularly happy with the way this | ooks

18 like it's going to be resol ved.

19 What | amgoing to -- and this is for 2017.

20| What | would like to put out there is that I don't -- and
21 | said this last year too. | don't think this should be
22 precedent setting. |In other words, if you have got those
23 dates this year, | don't think it should be out of the

24 | question that you try to get the other dates for next

25| year. | don't want to see this becone, well, we did it
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this way, let's do it this way again.

| amvery concerned about the turf racing. It
IS a huge percentage of our handle, and when we do not
afford those people who have turf runners the opportunity
to run, those horses di sappear fromour circuit.

W' ve spent a lot of tine in the |ast couple of
years tal king about stabling and vanni ng and what works
and what doesn't work. Well, in order for stabling and
vanning to be inportant, you have to have horses to
stable. And when you take a whol e segnent of our horse
popul ati on and deval ue t hem because they don't have the
opportunities, the owners have no choice other than to go
ot her places in California.

And Sonoma is the only fair that provides us
with the venue for those turf horses. And while all the
other fairs are utilizing the sane popul ati on of horses,
the only fair that has an opportunity to bring fresh
bl ood, or fresh horses in there, is Sonoma. And | think
we do them a great disservice by not recognizing that
per haps as much as we should. And | hope that next year
we Wil see alittle bit different | evel of cooperation
when we tal k about these things.

CHAl RMVAN W NNER: Well, one of the reasons that
we chose in the South to do a three-week cal endar but not

in the North is for the very reason that you raised, which
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1 is that this is not |ocking anything in for 2018. W had
2 to make a decision for 2017, considered all aspects,

3 obvi ously including grass racing, which was di scussed at
4 | every single neeting over and over again, and the

5 determ nati on was nmade based on all factors that this was,

6 in our view, at |east, the best deci sion.

7 Anyt hing el se for Becky?

8 COMM SSI ONER BENETO. Wl |, nothing has really
9 changed. W're just -- everybody is noving a week. It's

10 not that she is noving, just noving. Everybody is noving

11 a week. Pleasanton 4th of July racing so --

12 COWMM SSI ONER AUERBACH: | just question the way
13| we do this, Conmm ssioner Beneto. | question the way we do
14 it. And the reason |'"mharping on it is because | don't
15| want to sit here next year and hear, well, we did it this

16 | way this year; so we have to do it that way again.

17 CHAI RMAN W NNER: That's not what we're doing.
18 COMM SSI ONER AUERBACH: And | think -- 1 think
19 that Chai rman W nner addressed ny concern by saying that |
20 | don't know exactly how but this is not to be precedent

21 setting.

22 CHAIl RMVAN W NNER: That's correct.
23 COW SSI ONER KRI KORI AN: Il would just like to
24 | say that | share -- | share your sentinments on it.
25 COW SSI ONER AUERBACH: | know you do.
Hunti ngton Court Reporters & Transcription, Inc. 32

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016

1 COW SSI ONER KRI KORI AN: And |'ve made -- and

2 |"ve made it clear that in 2018 we'd sure like to see

3 sonething different. And the issues that deal with the

4 mechani cs of facilitating, you know, noving the fairs here

5 and there, and the carnivals and all that, hopefully those

6 I ssues can be worked out so they do not becone a probl em
7 | in 2018.

8 CHAI RMAN WNNER: | agree with that.

9 COMM SSI ONER BENETO. Wl l, for the record, when

10 | we gave Cal Expo the extra week, there was no issue with
11 carnivals or food vendors at that tinme. They all were in
12 | favor of the nove. So Santa Rosa chose not to nove and
13 run dark, to run their fair the first week dark w t hout
14 racing. So they created their own problem we didn't.

15 And, you know, we can go on and on in this neeting about
16 it, but we didn't do anything to hurt Santa Rosa; Santa

17 Rosa hurt thensel ves.

18 M5. BARTLING Can | -- can | respond to that?
19 CHAI RMAN W NNER:  Par don ne?

20 M5. BARTLING May | respond to that?

21 CHAI RMVAN W NNER:  Sur e.

22 MS. BARTLING  Thank you. So -- and not to

23 bel abor the point, because we have heard this over and
24 over and over about the school dates, but traditionally,

25 school s started around Labor Day, and as Pl easanton has
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1 spoke several tines, the calendar traditionally rotates.
2| The problemis is that schools have nmarched back year

3 after year after year earlier into August, which has

4 | created the problemfor us.

5 And noving these dates you' ve pushed us in to

6 | the school year, and we are not in a position -- we're in
7 a very difficult position waiting for the school dates

8 because we have so nuch activity with our |ivestock

9 program and our vendors and all of those other things; so

10 it's a different world than it used to be.

11 CHAI RVAN W NNER:  Thank you.

12 Commi ssi oner Choper.

13 COW SSIONER CHOPER: | would just like to

14 | enphasize that this has been for this year and this year

15 only.
16 CHAI RMAN W NNER:  Correct.
17 COW SSI ONER CHOPER: And you have nmde t hat

18 perfectly clear. What | would urge is that it's now the

19 m ddl e of Novenber. You' d better start getting busy, and
20| there are no fairs going now, so you'd better start

21 getting busy well before Thanksgiving and start to think

22 about this and not nmake it a last-ditch proposition all

23 the tine.

24 We're not going to please everybody. There is
25 no -- unless you can make nore weeks in the sumer, and no
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one is going to do that.

So much of it does turn on other considerations,
such as when school year starts and matters of that kind.
Now is the tinme for everybody, and | | ook at you because |
know t hat has been a real issue for your -- for Santa
Rosa. And nowis the tine to try to get to work for 2018,
| guess.

And | find it difficult to believe that it's --
people are going to say it's too late to do that. But if
it's too late to do that, then do it for 2019. And let's
see if we can't get at |east the best possible for
everybody but not wait until the last mnute.

| amtalking to you, but I amaddressing it, you
know, to all of the fairs. Get together and try to work

this out anong yourselves and then take care of the

external considerations such as carnivals and school s, et
cet era.

MS. BARTLING  Thank you.

CHAI RVAN W NNER:  Thank you, Comm ssi oner
Choper.

And | just would support what Conm ssi oner
Choper said. As everybody who has been involved in this
difficult process knows, it's gone on and on and on, and
the objective was to get people, all of the stakehol ders

to get together and cone up with a plan that they can
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agree upon. That didn't happen. At the end of the day it
just was too difficult.

And | think Conmm ssioner Choper is absolutely
right. If we wait until the last mnute again, we'll be
goi ng through the sane process in 2018. It would be a
really good idea if you fol ks started getting together
NOW.

And it's not just the fairs. The fairs have to
wor k together, but there are other stakeholders. There's
CGol den Gate, there's the horsenen, the trainers, et
cetera. Everyone has to get together and see if you can't
come up with a plan that you can bring to us.

W don't like to dictate a plan for race dates.
That's not -- we would like to help all of the
st akehol ders through the process, if we can, in reaching
an agreenent that benefits everybody.

And up to now, it has been, as everybody knows,
a difficult process. Everybody has done the best they
can. They have worked hard at it. There is no question
about it. But now we have tine between now and 2000 --
and the race dates allocation for 2018. There's tinme; so
don't put it off.

| second what Conm ssioner Choper has said. |
agree Wi th Conm ssioner Auerbach; | agree with

Conmmi ssi oner Krikorian that this is a one-tine agreenent,
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and now everybody has to get to work to try to deal with
2018 so we don't go through it again.

M5. BARTLING  Thank you. And | want you to
know | will be reaching out to the other fairs to nake
sure that happens.

CHAI RMAN W NNER:  Thank you very nuch.

MS5. BARTLING  Thank you.

CHAI RMVAN W NNER:  Larry Swart zIl ander.

MR, SWARTZLANDER:  Chai r man, Conm Ssi oners,
CHRB Executive Director and Counsel .

Comm ssi oner Choper and Comm ssi oner Auer bach,
you are new to all the comments we have to say. The rest
of them1've beat to death.

COMM SSI ONER CHOPER:  |I'mhaving a little
difficulty hearing you.

MR MLLER  State your nane for the record.

MR, SWARTZLANDER: Yes, Larry Swartzl ander
Interi mExecutive Director of CARF.

| just want to say to all the comm ssioners,
except Comm ssi oner Choper and Comm ssi oner Auerbach, have
heard everything | have said over and over and over. |
want to sumit up this way.

CARF is an organization, and the fairs, | have
been with them 18 years. W have gone through the

turnmoils. We have seen the state fair conme and go. W
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1 have a situation with Santa Rosa. | want to nmake it clear
2| that we have talked to Ms. Bartling nore than we ever

3 tal ked to the fair manager previously for the last three
4 | years. | have stated enphatically our door is open.

5 For the next five years we are putting a plan

6 | together, and one of the keys is to get Santa Rosa back

7 into CARF. | have to represent -- | don't have to. |

8 represent five different fairs and neets where we take

9 into all the considerations of what is good and bad for
10 all.
11 W're in an era now that we have to readdress

12 it, and CARF is putting together a five-year plan to

13 readdress the Santa Rosa situation, where we are going in
14 racing, how we fit in Northern California. That's where
15 our agenda -- we're to a point where we are down to 43

16 | days of racing. W are a business. W want to expand.
17| We get criticized for no turf racing. W want to put in
18 | turf racing at Pleasanton. W want to put it in

19 Sacr anent o.

20 Thi s schedul e, the cal endar we've given you, is
21 giving us an opportunity to expand 48 days. It is

22 | fiscally responsible for the fair neets that we have in
23 CARF, that we can nove forward and set up a capital

24 | nprovenent fund and nove forward, meke a better product

25 In Northern California. That's sinply our point.
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1 We bear no nmalice against Santa Rosa, and | have
2 an open-door policy. | have told Ms. Bartling to call ne
3 anytinme. | will be glad to cone up and talk to you about
4 | anything that we can accomodat e.

5 Last year we allowed themto use a paynaster,

6| and | have offered even nore services for this neet.

7 COMM SSI ONER AUERBACH:  You know, Larry, if |

8 m ght .

9 CHAl RMVAN W NNER: Pl ease. (Go ahead.

10 COW SSI ONER AUERBACH: | haven't been invol ved
11 as long as you have, but | do go back a good ten years and
12 even before sonme of the things that we did with CARF when
13 | was on the TOC Board, and one of the best things that

14 CARF ever did, in ny opinion, was when you got everybody
15 toget her and you evened out the purses. You had one purse
16 | account and everybody knew exactly what they were running
17 for. And | thought that was probably inny -- while | was
18 | around, the nost inportant thing you did because it really
19 hel ped the horsenen. They knew what they were running
20| for, they knew that no matter where they went that was
21 going to be the case.
22 | don't know what caused the divorce between you
23 and Sonoma, and it's not ny place to know and | don't want
24 | to know because |I'm not taking sides against the nom or
25 the dad or anybody. | just wsh that there were a way to
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resol ve whatever issues that you all have with one anot her
so that you could work together. And | am not assessing
or ascribing blanme to anyone, but | do know when you did
that it was really, really good for not only the fairs but
for racing.

So I guess | just want to add ny thoughts to it
again if there were a way to do that, then | think that
each venue woul d be nore synpathetic to the other in terns
of what really works well for all of you, and hopefully
you can find your way back to that again because that was
really good for the horsenen and horse racing.

MR, SWARTZLANDER: And as an add-on to that, you
know, this is Ms. Bartling's first year and this wll be

ny first year as executive director; so, you know, it's a

new era and we'll make it work.
COWMM SSI ONER AUERBACH: |' m hopi ng naybe t hat
with the change -- not to ascribe negativity to anybody,

but with the change of | eadership at the top naybe you can
get this done.

MR, SWARTZLANDER: It's a top priority.

CHAI RVAN W NNER:  Yes, Conmm ssi oner Choper

COMM SSI ONER CHOPER: | agree with everything
that's been said. One anendnent. |Instead of indicating
that you are open to talking to Santa Rosa when they are

ready, why don't you initiate a call and set up the
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1 nmeeti ng before the week i s over.

2 MR, SWARTZLANDER: | have already --

3 COWMM SSI ONER CHOPER: | nean set it up anyway.
4 It doesn't have to be before --

5 MR. SWARTZLANDER: |'ve already put a per fornma
6 together -- what the costs are to be in CARF, and we can
7 certainly present that to Ms. Bartling. |'ve already

8 offered to do that, and she said she would be glad to do
9 It. Sol wll talk to her again. She is sitting right
10 next to nme, and we will do that as soon as possi bl e.

11 COW SSI ONER AUERBACH: Maybe we can have a

12 better neeting next year.

13 CHAI RVAN WNNER: Al right.

14 M. Balch, and then we'll nove along with the
15 not i on.

16 MR, BALCH. Al an Bal ch, California Thoroughbred
17 Tr ai ners.

18 | would be remss if |I didn't stand in agreenent
19| with Becky Bartling and Santa Rosa on behalf of the

20 prof essi onal horsenen and the owner/trainers that CIT

21 represents, and | think all ny comments and ideas and

22 opi ni ons have been shared in the past, and thank you for

23 | your consideration of them

24 CHAI RMVAN W NNER:  Thank you.
25 Al'l right. Conmm ssioner Beneto, do you want to
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1 nove the notion?

2 COW SSI ONER BENETO  Yes.

3 CHAl RMVAN W NNER:  Want to second it?

4 COWM SSI ONER KRI KORI AN:  Second.

5 CHAI RMAN W NNER: Okay. The notion has been
6 noved and seconded. It's the notion that was read by

7 Executive D rector Baedeker.
8 Il will call the role, unless there's any further

9 di scussi on.

10 Conmi ssi oner Benet 0?

11 COW SSI ONER BENETO  Yes.

12 CHAI RMAN W NNER:  Commi ssi oner Choper ?

13 COW SSI ONER CHOPER:  Yes.

14 CHAI RMVAN W NNER:  Conmi ssi oner Kri korian?
15 COW SSI ONER KRI KORI AN: Yes.

16 CHAI RMAN W NNER:  The Chai rman votes yes.
17 Conmi ssi oner Auer bach?

18 COW SSI ONER AUERBACH:  Abst ai ns.

19 CHAI RMVAN W NNER:  Conmi ssi oner Auer bach

20 abst ai ns.

21 The notion carries by a four-to-nothing vote

22 with one abstention, and we can nove on fromthere.

23 Good luck with your neets, everyone, and we hope
24 | that, as everyone has said up to now, that when we go

25 through this next year it will be a | ot easier because you
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wi Il all have cone together and reached a satisfactory
accord.

Al'l right. D scussion and action by the
Board -- yeah. Comm ssioner Beneto is being excused
because he is the Chairnman of a very inportant charity
event and he, as the host, left that event in order to
cone here for the purpose of this neasure, since he has
been so involved in the process for quite a while in
Northern California race dates; so he was kind enough to
fly in just for this neeting and just for this vote and he
w Il be excused for the rest of the neeting.

Thank you again and good luck with your event.

COW SSI ONER BENETO:  Thank you.

CHAl RMVAN WNNER: Yes. | should nention al so
t hat Comm ssioner Solis, unfortunately, is not here
because his father becane ill in Panama and at the | ast
noment he had to fly home to be wwth his famly. And we
all wish his father a speedy recovery, and our thoughts
and prayers are with Alex and his famly.

MR. BROWN. May | ask a question, please.

CHAI RVAN W NNER:  Yes, pl ease.

MR BROWN. M nane is Mchael Brown. | --

CHAI RMVAN W NNER:  Hol d on just a second. | have
a card for you, but I didn't --

MR. BROMN: Well, that's quite all right,
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1 because the issue has been decided, and it's not necessary
2| that I --

3 CHAI RMVAN W NNER: | apol ogi ze.

4 MR. BROAN: Not at all

5 | amrelatively newto this, and the thing | was
6| going to speak to was the issue of the problem of not

7 enough horses and not enough racetracks and what this

8 Board can do to --

9 CHAI RVAN WNNER: M. Brown, would you, for the
10 pur pose of the record, could you identify yourself --

11 MR BROM: |'msorry.

12 CHAI RMVAN W NNER:  And your -- and your

13 | associ ation.

14 MR, BROMWN. Yes. M nane is M chael Brown.

15| amwth the Pleasanton Arabian Racing C ub.

16 CHAI RMVAN W NNER:  Thank you.

17 MR BROMN:. And | appreciate the opportunity to
18 | speak to you, and if you will indulge ne on a matter of

19 personal privilege, | don't nean to pick favorites, but
20 it's also an honor to speak before a Board that includes a
21 | egend in ny profession, and that's Professor Choper.
22 It's not often you get to speak to soneone who is quite
23 literally, in your profession, a world --
24 COW SSI ONER CHOPER:  And still alive.
25 MR BROMWN:. Well, I'll celebrate -- 1"1
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cel ebrate 50 years this year; so | can appreciate that.

| put before you a newspaper article that talked
about a race and a horse from Pl easanton that was taken to
Abu Dhabi to race -- running a race that had a purse of a
mllion three put on by a sheikh in Abu Dhabi who was
encour agi ng Arabian horse racing. And what | wanted to
speak to you about is, as a boy, young boy, ny father,
when we were in Chio, took ne to Newark, Chio, where he
was born and rai sed and showed ne what used to be the
race -- the local race track. |If you have never been to
sone of these places in the Mdwest and the East, the
I ndi ans, a thousand years ago, made these huge nounds. |
nmean they were the size of a football field. And in
Newar k, Ohio, the citizens of Newark, Chio, back in the
1800s, built a race track around that nmound. It's the
| argest one in the country.

My grandf at her, who was the |ocal grocer and
but cher, was one of a group of businessnmen. They used to
go out every weekend and race horses, and | still have ny
grandfather's gold stopwatch. And ny father took nme out
there -- and it's not a race track anynore. It's a
beauti ful park, but it's not a race track, and that has
happened all over the country: \Were we used to have
racetracks, we don't have them anynore.

Just in California, |ook at what we have | ost:
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Bay Meadows, Tanforan, Hollywood Park. Wo can believe
that Holl ywood Park is not a race track anynore? Ponobna.
That's just California.

So the racing industry is declining rapidly, and
we all understand, everybody used to have horses. Now
t hey got autonobiles so they don't have as many horses to
race. It's not a famly thing anynore that's so
w despread t hroughout the country.

But | believe that this Board can do sonething
to reverse that trend. And what | suggest to you is
that -- and | understand that when people think of horse
raci ng they think of thoroughbreds, but when you have a
t horoughbred race, it has only got five or six horses.

What happened -- you all know what happens to the handl e.
It drops way, way down.

So what you need to do is how do you get races
that have 10, 11, 12 horses? |If you don't have enough to
have all of your races with those -- that nunber of horses
of thoroughbreds, you got to bring in other breeds.

And | am suggesting to you that you can't --
there's no legislation that you can enact because you are
not the |egislature, but you can adopt policies which wll
I ncl ude what is called energing breeds, and | always | augh
about that because the Arabian horse is hardly an energing

br eed. It's the ol dest breed around.
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But, you know, Arabians, quarter horses, yeah,
even mules, to bring those into the m x and encourage
racetracks to bring those breeds in. Now, the fairs have
to doit. It has been legislated. They have to do it.
The other tracks, they don't have to do it. But you can
take action that will make it possible by inposing
conditions that will make themdo it.

And | submt to you that that will help the
raci ng i ndustry because now you will get nore racing wth
nore horses. You will bring nore horses in from out of
the country.

Now, a California -- an Anerican horse won that
race in Abu Dhabi |ast Sunday. The purse was a mllion
three hundred thousand. It was an Anerican horse that did
that, an Anerican Arabi an.

W had three horses from Anmerica, including
Sand Victor that you read about in that article that were
taken to Abu Dhabi to race in that race. Arabian racing
Is big worldw de, and it can be nmade big here, if you wll
encourage it. And if you will encourage it, | submt to
you respectfully that it wll increase racing here, it
wi |l increase handl es, because you will condense the
nunber of horses that run in each race, you wll nake it
nore popular, and it will help everybody. And, quite

frankly, | don't want to see horse racing die. | really
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| ove the horses. And | don't want to see it die, and
we' re depending on you to nake sure that doesn't happen.

So | urge you to adopt rules that wll encourage
these tracks that don't have Arabian and quarter horse,
and yes, even nmules to do that and to schedule it in such
a way that it becones profitable and it will be profitable
for everybody. Thank you.

CHAI RMVAN W NNER:  Thank you, M. Brown.

First of all, | want to agai n apol ogi ze for not
calling on you at the period when you requested it.

MR BROMN:. Not at all. Wen | heard the report
| knew that -- what | really was concerned about, the
raci ng date issues, but | was really concerned about this
Board taking nore action to encourage racing by other than

t hor oughbreds so that you can get nore horses involved,

you know, nore horses per race and bi gger purses.
CHAI RMAN W NNER:  Thank you very nuch. | think
that -- frankly, | think your sentinents are shared by --

certainly by nost of us, and sone of us on the Board, if
not all of us, there is a |egal issue involved.

M. Mller?

MR MLLER  Yes.

CHAI RVAN WNNER: There is a legal issue
i nvolved, is there not, with respect to Arabi ans running

at the associations --
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1 MR. MLLER  Yeah. At the thoroughbred

2 associ ations. Yes, there is.

3 CHAIRVAN WNNER: So it requires | egislation
4 | and -- go ahead, M. Choper.

5 COMM SSI ONER CHOPER:  Look, | don't know

6 | anything, how the |egislature works, but | would think

7 that the | egislature would be open to that.

8 What concerns -- we did once get a --

9 CHAI RVAN W NNER:  An exenpti on

10 COMM SSI ONER CHOPER: An exenption for -- was
11 It --

12 CHAI RVAN W NNER:  Ri ght here.

13 COW SSI ONER CHOPER:  Yeah

14 CHAI RMVAN W NNER: No, no, no. At Santa Anita.
15 COW SSI ONER CHOPER: At Santa Anita. That's
16 right.

17 So | want to say this: Do you think that there
18 | are enough Arabian -- Arabians that would conme over here
19 and race -- if, for exanple, Del Mar said we are going to
20 have a race -- two, three races a week, which you are

21| going to have Arabs in the race?

22 MR. BROWN. Yes, no question about it.
23 COMM SSI ONER CHOPER:  There's enough of thenf
24 MR. BROMWN: Yes, Professor, because we know t hat

25 a lot of Arabians don't cone to California to race because
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1| the purses are so small. But if you condense the races so

2| that the purses get larger by putting nore thoroughbreds
3 I n the thoroughbred races, you will increase the handles.
4 | nmean that's -- | believe you all understand -- | know
5 you know that's true.

6 Back in the '80s, | raced horses for about ten

7| years, and then | decided that | had to choose between ny

8 | ove of raising horses or ny ability to nake a |iving and
9 | had to choose to nake a living. And then this year --
10 COWM SSI ONER CHOPER: Now you can start with the

11| Arabs again and --

12 MR. BROMWN:. Well, Cory Soltau, who was ny vet -
13 COW SSI ONER CHOPER: Di m ni sh your

14 l'iving again.

15 MR. BROMN: Cory Soltau, who was ny vet back

16 | then, cane to ne earlier this year and said we're form ng

17 the Pl easanton Arabian Racing Cub, and | was able to

18 invest init without having to do all the work myself; so
19 It has been a great joy and | have had nothing but fun and
20 | am so happy to be back into it.

21 | had a racehorse one year and | had --

22 | earned why they call it the Sport of Kings. You got to
23 be one to afford it, but in any event --
24 CHAI RMVAN WNNER: Is that right?

25 VMR, BROMN: Yeah. There's -- there's a | ot of
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Ar abi an racehorses out there, but to cone from Texas or
Florida or Maryland, to cone out here, you got to have
purses that are big enough to attract them And if you

I ncrease the nunber of race -- if you increase the ability
of the Arabian horses and ot her horses, quarter horses,
and | keep saying, yes, even nules. W had nule races in
Pl easanton, and they're great fun. People love it, and
they bet on it.

So if you -- if you do sonething to encourage
the participation of these breeds, you can then make the
t hor oughbred races have nore horses per race. That w |
I ncrease the handle. You put sone of these, what you call
energi ng breeds, instead of having the race run at noon
when nobody has shown up yet, put themin at 4:00 o' clock
so that those handles will increase.

And | think you will see the handl es increasing
across the Board, which will encourage people to cone here
and have the racing here. Wuo doesn't want to race at
Santa Anita? Conme on. Wo doesn't want to race at Santa
Ani ta?

| don't renenber Hollywood Park. Professor, you
mght. But they tell ne that it was quite a scene, and
t hose days are gone. But we can certainly bring a | ot of
It back by making racing nore attractive to nore people.

That's why we got this article about Sand Victor
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1 in the | ocal paper. That's why they did -- the Pleasanton

2| folks did a great job of pronoting this fall season this

3 year. The first tinme out, and it was just a great event.

4 It's going to be a great event in the future. You want to

5 bring nore and nore people into horse racing, the way to

6 do that is to nmake it nore attractive, and the way to nake

7 It nore attractive is to nmake it nore exciting, to do nore

8 pronoti on.
9 | know Gol den Gate Fields is working on

10 pronotion, but it's just a matter, you got to bring nore

11 people in. And you bring nore people in by making it nore

12 attractive and schedul i ng things.

13 Now, the legislature has required that the fairs

14 have quarter horse racing, Arabian racing, nule racing,
15 and | think harness racing, but I'mnot sure. You can't
16 | egi sl ate that but you can certainly set up policies and
17 practices that will encourage it so that it will bring
18 nore people in. You bring nore people in, you nake nore

19 noney. You nmake nore noney, you bring nore people in.

20 It's a wonderful circle. It just gets -- keeps expandi ng
21 | arger and larger and larger, and you can do it. You can
22 do it.

23 CHAI RVAN WNNER:  Well, M. Brown, |let ne just

24 | say to you that | urge you and the Arabian Association to

25 work with the -- with the stakehol ders because what is
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1 required is legislation, and that |egislation has -- would
2 need the support of the industry.

3 And therefore what you are saying to us, | hope
4| that you will also reach out to the various stakehol ders
5 and the associations and try to get their support for what
6 it is that you are trying to achieve that, in ny view, is
7 In the best interest of racing. But, again, it's not

8 | something that we can nake happen. |It's legislationis

9 required; so | urge you to get others involved in the

10 process.

11 MR BROMN. We have been having neetings at

12 Pl easanton and bringing in other representatives --

13 CHAIRVAN WNNER: But it's the Stronach G oup
14 | and Del Mar and Los Al and --

15 MR. BROAN: Chairman Wnner, | want to rem nd
16 | you of the very last section of the code sections on

17 raci ng boards, and what -- basically what it says is

18 | whatever the legislature hasn't provided, it is okay for
19 | the Board to do. You have a trenendous anount of
20 | authority on that very | ast code section.
21 CHAI RMAN WNNER: | have to listen to ny -- ny
22 counsel, and | just heard ny counsel say sonething ot her
23 | than that.
24 M. Laird.
25 Thank you, M. Brown.
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MR. BROMN: Thank you, gentl enen.

MR, LAIRD: Phil Laird. Just wanted to clarify
that, yes, currently under the legislation the
Thor oughbred Association can't offer any other kind of
breed of racing. However, under the new AB558 that | ust
passed earlier this year, an association can offer up to
si X non-thoroughbred races in a cal endar year, but wth
t he consent of the Thoroughbred Horsenen's organi zation.

CHAI RVAN WNNER: W th the -- with your
or gani zati on?

MR LAIRD: Yes.

CHAIl RMVAN W NNER:  Must have the consent of the
t hor oughbred organi zati on?

MR, LAIRD: Exactly.

CHAIl RVAN W NNER:  Correct .

MR, LAIRD: Yes.

CHAI RMAN W NNER:  Okay. Thank you. Let's nove
along, if we nay.

Di scussion and action by Board regarding the
distribution of race day charity proceeds of the Los
Alam tos Quarter Horse Racing Association in the anmount of
$27,412, to five beneficiaries.

M. English.

MR, ENGLI SH: Good norni ng, Conm ssioners.

Ri ck English representing Los Alamtos Quarter
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1 Hor se Raci ng.

2 W have asked your approval for the distribution
3| of our charity proceeds fromthe 2015 neets.

4 CHAIl RMVAN W NNER: We need sone nenbers here

5 because | need four votes.

6 Conmi ssi oner Auerbach? Conmm ssi oner Auerbach?
7 Commi ssi oner Choper? W need your votes.

8 COW SSI ONER AUERBACH:  Yes.

9 CHAI RMAN W NNER: Okay. There's a notion to

10 | approve. | nmke the notion. Comm ssioner Krikorian

11 | seconds.

12 Conmmi ssi oner Choper, how do you vote?

13 COW SSI ONER CHOPER:  Yes.

14 CHAI RMAN W NNER:  Commi ssi oner Choper votes yes.
15 Conm ssi oner Auer bach?

16 COW SSI ONER AUERBACH:  Yes.

17 CHAI RMVAN W NNER:  Conmi ssi oner Auer bach votes
18 yes.

19 Conmmi ssi oner Kri korian?
20 COW SSI ONER KRI KORI AN: Yes.
21 CHAI RMVAN W NNER:  Yes.
22 Conmmi ssi oner Wnner, yes.
23 Thank you, M. English.
24 MR. ENGLI SH:  You are wel cone.
25 CHAI RMAN W NNER:  Movi ng ri ght al ong.
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1 D scussion and action by the Board regarding

2 distribution of race day charity proceeds of the Los

3 Al am tos Racing Association in the anmount of $10,734, to
4| five beneficiaries.

5 M. English.

6 MR, ENGLISH: Rick English representing Los

7 Al am t os Raci ng Associ ati on.

8 | stand here asking your perm ssion to nmake the
9 distribution of our charity proceeds from our thoroughbred
10 race neetings.

11 CHAI RVAN W NNER:  Thank you.

12 Conmi ssi oner Auer bach noves. Conm ssi oner

13 Choper seconds.

14 How do you vote, Conm ssioner Choper?

15 Commi ssi oner Choper, how do you vote?

16 COW SSI ONER CHOPER:  Yes.

17 CHAI RVAN W NNER:  Yes. Conm ssi oner Choper

18 votes yes.

19 Comm ssi oner Kri kori an?
20 COW SSI ONER KRI KORI AN: Yes.
21 CHAI RMAN W NNER: Comm ssi oner Kri korian votes

22 | yes. Chairman votes yes.

23 Conmmi ssi oner Auer bach?
24 COW SSI ONER AUERBACH:  Yes.
25 CHAIl RMVAN W NNER:  Conmi ssi oner Auer bach votes
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yes.

Thank you very much, M. English.

MR, ENGLI SH: Thank you very nuch.

CHAI RMAN W NNER:  Publ i ¢ hearing and action by
the Board regarding the proposed anmendnent to CHRB Rul e
1632, Jockey's Riding Fee, to adjust the jockey riding fee
scal e pursuant to Business and Professions Code Section
19501. (This concludes the 45-day public comment period.
The Board may adopt the proposal as presented.)

Did we receive any public coments?

M5. WAGNER: No comments.

CHAI RMAN W NNER:  No comment s.

Do we need di scussion or can we vote on this?

COW SSI ONER AUERBACH:  Mbve.

CHAI RMAN W NNER:  Commi ssi oner Auer bach noves.
Conmi ssi oner Krikorian seconds.

How do you vote, M. Choper?

COWMW SSI ONER CHOPER:  Yes.

CHAI RVAN W NNER:  Conmi ssi oner Choper votes yes.

Conmi ssi oner Krikorian?

COW SSI ONER KRI KORI AN: Yes.

CHAI RMVAN W NNER:  Chai rman votes yes.

Conm ssi oner Auer bach?

COW SSI ONER AUERBACH:  Yes.

CHAI RMAN W NNER: Motion is carried.
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Thank you, Phil

Moving right along. Discussion and action by
the Board regarding the proposed anmendnent to CHRB Rul e
1696, The Start, to provide that the stewards may decl are
a horse a non-starter in any instance where a horse
receives an unfair start through no fault of the horse.

Gent | enen.

MR. LAl RD: Phil Laird, CHRB staff.

You know, Darrel MHargue coul d probably speak
much better to the necessity of this rule, but it is in
reaction to what has been viewed by the stewards at | east
as sort of alimting rule as currently drafted,
specifically regarding only starts affected by nmechani ca
failure of the gates.

This would expand that ability that, you know,

I f sonething el se were to happen to either cause a horse
to be held back or, instead, give that horse an unfair
advant age through no fault -- or, actually, | think, even
to the fault of that horse, it gives the stewards the

| eeway to declare themeither a nonstarter or a starter
for purse noney only, and | wll leave it to M. MHargue
here to answer any other further questions.

EXECUTI VE DI RECTOR BAEDEKER: If | night junp in
just ahead of Darrel, we have had a few incidents over the

| ast couple of years where the | anguage of this rule was
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1 not -- was inconplete to those incidents. W had one --
2 one incident where it was argued that a horse received an
3 unfair advantage by basically popping the gate and getting
4| out in front of the rest. W have had other incidents
5| where, through no fault of the horse, the horse's nose was
6 | stuck behind the divider between the two stalls in the
7 starting gate and conpletely left, and this rule has been
8| silent; so this |anguage has been vetted through the
9 stewards' conmttee. However, we are aware that perhaps
10 | there are sone contradictions or sonme vulnerabilities here
11 that I wll let our Chief Steward, Darrel MHargue,

12 addr ess.

13 Darrel, go ahead.

14 MR. M HARGUE: Darrel MHargue, Chief Steward

15 for the California Horse Raci ng Board.

16 As mentioned, this does broaden the authority

17 | for the stewards to allow for a horse to be declared a

18 nonstarter for incidents that happen at the start, and

19 It allows a horse to actually race and gain a part of a

20 purse, the way it's witten, where an owner will benefit.
21 Say, a horse does get left at the start and he
22 finishes third, this rule allows for that horse to

23 actually gain a part of the purse. The old rule was

24 restrictive. It really dealt with mal functions, and as

25 menti oned, this has been vetted to the stewards, and |'m
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1 here to answer any questions you nay have.
2 CHAI RMVAN W NNER: Darrel, | have a question.
3 Maybe it's a concern. Hopefully you can satisfy.
4 The part that concerns ne is where we tal k about
5 that the horse may be declared a nonstarter or may be
6 | declared a starter for purse noney only and disregarded
7| for pari-nmutuel purposes. And what bothers ne about that
8 Is that we're setting a different standard for the owners,
9 the trainers, maybe the jockey, than we are for the person
10 | who is naking the wager.
11 So if a horse finishes -- is declared a starter
12 | for the purposes of the owner gets the purse noney, if the
13 horse conmes in fourth, they get a piece of the purse
14 noney, but presumably the person who makes the wager on a
15 Superfecta | oses out while the owner is nmaking noney.
16 | would think that that could cause a conflict
17 that could be not just maybe not fair but beyond that
18 | could cause repercussions in terns of people who are --
19 who have a legitimte conplaint.
20 MR, McHARGUE: W currently have a rule on the
21 books, which is CHRB Rule 1974, which is wagering
22 interest, and it does allow for a horse to race for purse
23| only. And it has been in the books since August of 2011.
24 It -- it does take a little bit of deciphering for the
25 public because the horse could actually, in that rule, you
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1 could actually have it running for a purse -- it could wn
2 a race and then you are actually going for the horse that
3 fini shes second because the horse is only running for
4 purse only.

5 And they do this back East, and it's understood
6 by the public. And like | say, we have had it on -- we

7 have had that rule in effect here in California. And then
8| the rule, | think, has served a good purpose because

9| there's horses that have been declared by error through

10 | tote or by sone other error that's no fault of the owner

11 or the trainer or the rider, and they are deprived of an

12 opportunity because they are taken out of wagering. This

13| allows the owner to at |east run for purse only when

14 | sonet hi ng happened that was beyond their control.

15 EXECUTI VE DI RECTOR BAEDEKER: Now, M. Chairman,

16 | we tal ked about a specific exanple that Darrel just

17 alluded to, and let's use the exanple of a horse whose

18 head is turned sideways and the assistant starter is

19 hol di ng the horse and the gate opens and the horse cones

20 | out eight Iengths behind the field. Here, the |anguage

21 applies through no fault of the horse. The assistant

22 starter just didn't turn the horse in tinme for the break.

23 | And yet, the horse runs a valiant effort, a Silky Sullivan

24 | effort, and gets up and runs fourth.

25 The thinking was that, you know, for all of the
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bettors that had win, place, show Exacta and Trifecta they
were unfairly cost a chance -- a fair chance to win those
wagers. So we think that would be a cl ear exanpl e of
where the horse should a nonstarter.

We actually did look into our ability to declare
a horse a nonstarter in certain wagers but not in others,
and we were -- we investigated wwth Tote, and Tote is not
able to separates wagers |like that. So that was off the
tabl e.

So and then in discussing this we said, well,
you know, if you are the owner of such a horse and through
no fault of the horse, you know, he's caused an unfair
start and he starts several |engths behind the field but
he gets up and he runs fourth and he earns a piece of the
purse, it seened unfair to deprive the owner of that piece
of the purse.

So that -- that's why this rule is here. O
course, you are at the point where you are just
considering sending it out for 45 days, but | think we
have a couple of options that we can afford you. That's
one, to send it out for 45 days, see what conments we get.

You all, of course, can change the rule if you
so choose when it conmes back, or you can direct us to go
back and discuss this with the stewards and ot hers and the

stewards commttee and maybe [ ook into this particul ar
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issue in alittle greater depth.

CHAI RMAN W NNER:  Yeah. | thank you for that,
and | am-- | would hope that we coul d consider, you know,
the issue of a Super H gh Five or a Superfecta where
soneone neking a wager on that and they | ose out, the
owner nmakes out, the person making the wager |oses out,
for the sane reason that you -- that this is proposed wth
respect to win, place, show wagering, or Trifecta or Daily
Doubl e or Exacta, or whatever.

I would just think that -- maybe there's a way
to extend it to the other types of wagers where soneone
could |l ose a big payout, presumably a big payout
because -- because the horse is essentially disqualified
as a runner for the wager but qualified as a runner for
the owner, which | think creates -- could create a
conflict. So | would just ask that you consider that as
you -- as you examne this.

Yes, Conm ssioner Krikori an.

COW SSI ONER KRI KORI AN: Wl |, for
clarification, first of all, it provides that the stewards
may declare a horse a nonstarter if the starting gate
shall not open due to mechanical failure or if the horse
IS not in the starting gate. It seens to ne that under
t hose circunstances the stewards shoul d not have

di scretion but it should be that they shall be
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disqualified, or they will be considered nonstarters?
MR. McHARGUE: | believe the proposed rul e does
not carry that. | think that is the old part of the rule.

This one actually gives an opportunity that if a horse
receives an unfair start, then they can nake that horse a
nonstarter or, you know, allow himto run for purse. The

new rule is broadening it. The old rule discusses about

the gate malfunction or if a horse is left behind the
gat e.

COWMM SSI ONER KRI KORI AN Okay. Well, I'm not
clear if the horse is |left behind the gate --

MR. McHARGUE: That's correct.

COW SSI ONER KRI KORIAN: -- he's not a starter
no -- not matter what.

MR MHARGUE: He's not a starter.

COW SSI ONER KRI KORI AN: Ckay.

MR MHARGUE: He's not a starter.

CHAl RMVAN WNNER: So this is not a discretion of
st ewar ds?

MR. M HARGUE: No, that horse would not be a
starter.

COWMWM SSI ONER KRI KORI AN: | just wanted to
clarify.

CHAI RMVAN W NNER: M. Choper.

COMM SSI ONER CHOPER:  Two points, and this is
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generally when we put this -- when we put sonething out
for consideration

| would just urge people, and maybe we ought to
have a rule in sone way in asking you to put -- asking
peopl e who want to nmake comments to put the comments in at
least in time, that they'd be in the book and that they
don't stand up at the end -- in a mddle of a neeting and
give their point of view

And the second point is -- is this: You know, |
| ooked at this thing. It really is conplicated. So I
w sh that we would have sone urging, if not -- if not a
sem -rul e or what have you. Instead of just pointing out
all of the shortcom ngs of the proposal that is nade, say,
"What do you think should be done in respect to this?"

Because | certainly thought about us here for a
little bit, and I got so confused | gave up. So those two
points, | don't know how we execute those two points.
But, you know, we have had a deadline now for getting
stuff done before we approve things. That has been, at
| east until today, a great inprovenent, but | think we
ought to think about that too.

CHAI RMAN WNNER: Wl |, | think what we're doing
here, as M. Baedeker pointed out, is we would be -- if we
pass this, if we nove this, we would be noving it out 45

days, and during that 45-day period perhaps they could
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think of sonme of the things that we have di scussed today
but also it will give others a chance to conment if they
so choose to comment during that period.

MR, McHARGUE: And, Commi ssioner Choper, |
under st and your concerns. Also, the rule as it is
proposed in regard to making a horse a nonstarter is what
the stewards have been doing for the last three or four
years, and it just kind of covers those areas. And we are
trying to make it nore consistent to where the public
understands that if a horse causes his own problens then
that horse is probably going to be -- and the gates open,
he is going to be declared a starter. But if it's not, no
fault of the horse, unless it's human error or sonething
i ke that, but we have been doing it for about three or
four years --

COWMM SSI ONER CHOPER: | understand you're trying
to solve a problem | wasn't criticizing at all. | am
just saying it is conplicated.

MR MHARGUE: It is.

COWMM SSI ONER CHOPER:  And give us tinme to think
about it before and expedite the neetings here in sone
way .

MR LAIRD: Well, if I may, at that point, | was
just going to nention that, you know, if we do adopt the

| anguage to go out for 45-day public comment at this
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1 period, we would then actually have to do an additional --
2 | think it's 10- or 15-day public coment period if we

3 tweak any of the |language. So | would just maybe suggest
4| to the Board that if there are suggestions, even at this
5 stage that you would |ike us to change, we can do that

6 prior to even sending this out for 45-day public coment.
7 | guess ny point being is, as M. Baedeker

8 | suggested, we could also hold off if this Board does have
9 further suggestions.

10 CHAI RMAN WNNER: | am okay with going --

11 personally, | am okay with going ahead and sending it out
12 | for 45 days, recognizing that during that period you could

13 tweak the |anguage during that period, and then we would

14 have -- I'"mnot sure exactly how it would work, Jackie.
15 MR LAIRD: At that stage, you would have to
16 | still adopt a nodification to the |anguage; so then we
17 would -- we'd cone back from 45 public day, make the

18 nodi fi cati ons and then go out for another --

19 CHAI RVAN WNNER. And then figure it out --
20 MS. WAGNER:  Yes.

21 MR, LAIRD: Yes.

22 COMM SSI ONER AUERBACH: | think that m ght be

23 good because | think we could get a |lot of feedback that
24 | way and nmaybe do it right. | would rather do it right.

25 VMR, LAl RD: Wt hout a doubt.
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CHAI RVAN W NNER: Okay. So is there any other
coment on this? |Is there a notion to send it to approve
and send it out for 45 days?

COW SSI ONER AUERBACH:  So noved.

CHAI RMVAN W NNER:  Conmi ssi oner Auer bach noves to
send it out for 45 days.

Is there a second?

COW SSI ONER CHOPER:  Second.

CHAI RVAN W NNER:  Commi ssi oner Choper seconds.

Commi ssi oner Choper, how do you vote?

COW SSI ONER CHOPER:  Yes.

CHAI RVAN W NNER: Comm ssi oner Kri kori an?

COW SSI ONER KRI KORI AN: Wl 1, with the
understanding that there's sone -- there's sone concerns
wth this, and | don't have a problem | don't have a

probl emw th supporting it going out, but | have a probl em
with the | anguage. So unless there's substantial changes,
okay, | couldn't support this. Thank you.

CHAI RVAN W NNER: So you are voting yes?

COW SSI ONER KRI KORI AN: Yes.

CHAI RVAN W NNER:  Ckay. | vote yes.
Conmmi ssi oner Auer bach votes yes.

So we will send it out for 45 days, recognizing
we may eventually have to send it out for another 45 days

because there's going to be sone -- sonme work done.

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

68



CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 Thank you very, very nuch.
2 EXECUTI VE DI RECTOR BAEDEKER: M. Chai r nan,
3| just mght respond to Conm ssioner Choper's concern that

4 | sonetines we get a few comments during the 45-day period

5 of tine and then others which are not submtted to other

6 peopl e just stand up then when it cones back to the Board,

7 having not submtted their concerns in tine for the Board

8 to review it.

9 So |l think it mght be a good idea for us

10 nonthly -- you know, what happens is nowit wll go back.
11 Staff has to prepare the docunent before it goes out for
12 | 45 days and that can take at |east a couple of weeks, it
13 m ght even take | onger than that, depending on how

14 | conplicated the | anguage is.

15 So the public mght in fact not be aware of the

16 | timefrane when the 45 days begins; so we can do a better

17 | job at each Board neeting of letting the public know

18 | the time of each Board neeting what rules are in the

at

19 45-day public comment period. So anybody that wants to
20 make a comment can be reminded to do so. That m ght help
21 sol ve the problemthat Conm ssioner Choper raised.

22 CHAI RMAN W NNER:  Thank you.

23 The next itemon the agenda is: D scussion and

24 | action by the Board on the Application for License to

25 Conduct a Horse Racing Meeting of the Los Alamtos Horse
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Raci ng Associ ation at Los Alamtos Race Course, conmencing
Decenber 7, 2016, through Decenber 20, 2016.

And Brad, before you begin, since we only have
four nembers here, we all have to be here, | think it
m ght be a good idea to take a ten-m nute recess.

MR, McKINSEY: But |'malready sitting here.

| know that. You know what? You can sit there
for ten mnutes. W allow you to stay there for ten
mnutes. So let's a ten-mnute recess so that we can all
conme back --

COMM SSI ONER AUERBACH: Do recess things.

(A recess was taken from 11:01 a. m

to 11:14 a.m)

CHAI RMAN W NNER: The neeting is called back to
or der.

Di scussion and action by the Board on the
Application for License to Conduct a Horse Racing Meeting
of the Los Al amitos Horse Racing Association at Los
Al am tos Race Course, comrenci ng Decenber 7, 2016, through
Decenmber 20, 2016, i ncl usive.

Brad, and thank you for allow ng us to have our
short adj ournnent recess.

MR, McKINSEY: Well, M. Chairman, you really
didn't give nme much choi ce.

CHAI RVAN W NNER: That's correct. | didn't.
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1 MR. McKINSEY: Brad McKinsey fromLos A amtos

2 Raci ng Associ ati on.

3 M. Chai rman, Conm ssioners, happy to be up here

4| to seek approval for our 2016 wi nter neet, which is eight

5 days of racing with racing dates going fromthe

6 Decenber 8th through Decenber 18th. It's just eight days

7 of racing but it wll be a -- we hope a very productive

8 | eight days of racing.

9 This nmeet is hone to both the $300, 000 G ade |
10 CashCall Los Alamitos Futurity and the $300, 000 Grade |
11 Starlet. Both races, which start the third year of
12 runni ng them have produced excellent winners. One year
13 | we produced the second, third place finishers in the
14 Kent ucky Der by.

15 This year, in an effort to focus -- since we
16 | only got eight days, we don't have a lot of tinme to ness

17 around; so in order to try to focus as nuch nationa

18 | attention on our race neet as possible, we're going to be

19 runni ng both the CashCall and the Starlet on our opening

20 Sat urday, which is Decenber 10th. And we are going to be

21 basically pouring the vast, vast mgjority of our marketing

22 noney into that opening weekend in an effort to get our
23 neet off to a good start. That is the basics and
24 hi ghlights of the neet. As | said, it's eight days so

25 It's not a long presentation.
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CHAI RVAN W NNER: Brad, just to correct the
record, in our book, Jackie, it says racing four nights
per week. | think it nmeans four days per week on page
10-1.

M5. WAGNER:  Yes.

CHAIl RMVAN W NNER: So need to correct that.

MR. McKINSEY: One other note, just a little
side note of interest. | think the Board shoul d be
Interested that right now Los Alamtos, in partnership
with the TOC, is in the partner -- is in the process of
bui |l di ng 200 nore additional stalls for thoroughbred use;
so those stalls will hopefully be up and available for you
shortly after the first of the year, which wll give us
now the capacity to stable year round 900 t horoughbreds.
So, once again, that is in partnership with the TOC, and
those -- that process is noving al ong.

EXECUTI VE DI RECTOR BAEDEKER: Brad, | know t hat
yesterday you forwarded the CIT agreenent, but there are
ot her outstanding agreenents. Can you address --

MR. McKINSEY: | just handed Ms. Wagner the TOC
agreenent. Wiat -- | can't think what else is in --

EXECUTI VE DI RECTOR BAEDEKER:  That one --

CHAI RVAN W NNER:  ADWP

EXECUTI VE DI RECTOR BAEDEKER: AD - -

Thor oughbred -- TOC advance deposit wagering approval.
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1 Thor oughbred Omers of California takeout approval.

2 MR. McKINSEY: Those, | believe, were forwarded
3 previously.

4 EXECUTI VE DI RECTOR BAEDEKER:  You have al

5 t hose, Jacki e?

6 M5. WAGNER: | have the item nunber one that
7 CTT, the C-- the TOC. | am-- | do not have the
8 | advantage deposit wagering in pool. | don't have that

9 showi ng, but | can doubl e-check with staff.

10 MR. McKI NSEY: | f not, | have got it. | can --
11 | can forward it to you.

12 EXECUTI VE DI RECTOR BAEDEKER: Ckay. So it's

13 done.

14 MR. McKINSEY: It's done.

15 M5. WAGNER: It's done.

16 MR. McKINSEY: Yeah. They are all done, and

17 | thought the other two were forwarded but sonething m ght
18 have got lost in the translation, but | have got them

19 can forward it to them

20 CHAI RMVAN W NNER:  Okay. Assum ng -- assum ng

21 | that those are all submtted, and |I trust they will be, is

22 | there a notion to approve?

23 COW SSI ONER AUERBACH: So noved.
24 CHAI RVAN W NNER: Comm ssi oner Auer bach noves.
25 Comm ssi oner Kri kori an?
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Comm ssi oner Choper seconds.

Commi ssi oner Krikorian, how do you vote?

COW SSI ONER KRI KORI AN: Yes.

CHAI RMAN W NNER:  Conmmi ssi oner Choper, how do
you vote?

COMM SSI ONER CHOPER:  Yes.

CHAI RVAN W NNER:  Chai rman votes yes.

Conmi ssi oner Auer bach?

COW SSI ONER AUERBACH:  Yes.

CHAl RMVAN W NNER: Have a terrific neet.

MR, McKINSEY: Thank you.

CHAI RMAN W NNER:  Thank you. Good | uck.

I[tem No. 11: Discussion and action by the Board
on the application for License to Conduct a Horse Racing
Meeting of the Los Angeles Turf Club at Santa Anita Park
Race Track, commenci ng Decenber 21, 2016 through
July 4, 2017. Opening Day is Decenber 26, 2016.

Gent | enen.

MR MORRIS: Good norning. Joe Morris from
Santa Anita. W're here to get our winter-spring neet
license. First, | would like to recap the neet that we
just had, highlighted with Breeders' Cup. |If you take
Breeders' Cup out of the equation on that, our autumm
neet attendance was up 25 percent. Now, we did have two

nore days; so it was up on the average daily 14 percent.
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1 On track, attendance was up 15 percent. And |

2 mean on track handl e was up 15 percent, with 4 percent on
3| an average daily basis. Qur average all-source handl e was
4 up 12 percent for the fall nmeet w thout Breeders' Cup.

5 It was the first full neet with our surveillance
6| cameras in place. They perfornmed very, very well. They

7 got great reviews fromthe visiting security teans that

8| were in town for Breeders' Cup. So that investnent is

9 payi ng of f.

10 Breeders' Cup on the two days, 118, 000 people

11 over the two days: 45,000 on Friday, 72,000 on Saturday.
12 The 72,000 was the highest attendance Santa Anita's had in
13 over 31 years, and it was the highest Saturday Breeders’
14 Cup attendance of the two-day era. So it was -- it was a
15 | very successful weekend.

16 Qur all-source handle was up 3.2 percent on

17 Breeders' Cup conpared to our 2014 Breeders' Cup. It was
18 up nore than that on the Keenel and event a year ago, and
19 on-track handl e was up 3.1 percent.

20 Interesting, fromconparing 14 to 16, we had

21 over 14,000 people in attendance that either took the

22 Gold Line train in and took the shuttle fromthere or took
23 Uber or Lyft in; so that was using public and private

24 | transportation very well on that.

25 So for the neet comng up, it's 109 days. It
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1 starts on Decenber 26th, as we always do. It ends on

2| July 4th. The standard post tines will be 1:00 o' clock

3 during the week. It wll be 12:30 on the weekends. And

4| wll hand it over to Nate to give you sone of the

5 hi ghli ghts on the marketing side of it.

6 CHAl RMAN W NNER: Just a nonent, Nate, because
7 Comm ssi oner Choper has a question.

8 COMM SSI ONER CHOPER: Before you -- before we

9 nove on, to what -- can you tell us if there's a reason

10 | for these very, you know, good nunbers for the |ast

11 regul ar neet? Including the Breeders' Cup which is -- |
12 mean, in conparison to the forner.

13 Go ahead.

14 MR. MORRIS: There's never one reason. You

15 know, there's always nultiple reasons. W thought we put

16 | together a very good marketing plan. | think the nunbers

17 showed that we did. W have invested, you know 30, 40
18 mllion into that building over the |ast few years, and |
19 think it shows that the people, the fans, our custoners
20 | appreciate those renovations and are very interested in
21 buying into the areas on the enhanced and entertai nnent
22 | value on it. That's part of it.

23 We wor ked very closely with the Breeders' Cup
24 hand in hand with that and, you know, the marketing plan

25 for that event was well done. | think the year off from
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out here probably built up a little pent up, you know,
maki ng peopl e want to cone again; so, you know, there's a
nunber of factors on it.

COW SSI ONER CHOPER:  You didn't nention -- was
there -- do you have any conparison of the field sizes for
t hose two years?

MR MORRI'S: Do you have those, Rick?

MR, HAMVERLE: Very simlar.

MR MORRIS: Yeah. They were simlar. You
know, we had --

COW SSI ONER CHOPER: They' d been good - -

MR, MORRIS: They'd been good. The
International side of it with the attendance was good on
that. W had a brand-new turf course that we put in that
has been runni ng super safe and super fair. There's a
nunber of factors.

MR HAMVERLE: | wll say -- R ck Hamerl e,
Santa Anita.

Il wll say that in 2014 we had sone rain on
Friday norning. W did take the first couple races off
the turf so the first three or four races on Friday, this
year, were nmaybe three or four horses bigger than the year
before. Oher than that, the Breeders' Cup races were
very simlar in field size.

MR MORRIS: Right. And the neet -- the whole
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1 nmeet was up. We opened strong. W had different events

2 every single weekend, you know, and Nate will get into a
3 lot of this. Qur on-line ticket sales are strong. W' ve
4 | changed sone marketing strategies a little bit. | nean

5 the reach is good. The product's very relevant, and

6 people are -- we are on a resurgence. Qur attendance has
7 actually been up the |ast couple of years at Santa Anita.

8 COW SSI ONER CHOPER:  And at Col den Gate.

9 MR MORRIS: And Golden Gate, prior to this

10 neet, was the only track in California that was up. They
11 were up on their Decenber 26th to the mddle of June neet.
12| And in fact they're going to -- we are up in this neet we

13 are in right now also, and if we continue where we are at,

14| we will be up two out of three neets at Col den Gate.

15 COW SSI ONER CHOPER:  But, again, no reason for
16 it?

17 MR MORRIS: | would say a nunber of reasons for
18 it.

19 COW SSI ONER CHOPER: No, no. | --

20 CHAI RMVAN W NNER:  Good managenent .

21 COMM SSI ONER CHOPER:  Wel |, the question is, is
22 it better managenent ?

23 CHAIRVMAN WNNER: | tell you that, again, |

24 | think all of us appreciate what you have done and the fact

25| that it is -- the inprovenent is there and wth enphasis
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1 on the Breeders' Cup and the work that you all did.

2 Just -- | want to ask you a question about that.
3 | know this isn't sonething you can answer because the way
4 NBC handl ed the tel ecast through a network that nost

5 peopl e don't even know exist, but obviously the ratings

6 | were not good; they were bad.

7 Do you have any comment about that, Nate, or any
8| of you with respect to the Breeders' Cup ratings,

9 tel evision ratings?

10 MR. NEVBY: Nat e Newby, Santa Anita. | would

11 say, you know, it's followng a trend we have seen all

12 | year long. |If you follow NFL ratings, MB ratings and

13 that so, you know, | know NBC works very hard at pronoting
14 it. And | think it's sonething that they do a good job

15| with, but it seens to be a trend that we are seeing all

16 | year in sports.

17 CHAI RVAN W NNER: But the fact that they put on

18 what ever, NBCS or whatever it's called, for nost of the

19 | races --

20 COWM SSI ONER KRI KORI AN: Not the | ast one.

21 CHAl RMVAN W NNER:  No, not the |ast one but --
22 MR, DARUTY: Scott Daruty. There's a couple

23 | things. As you nentioned, Chairman, they put it on the
24 | ower distributed sports network for many of the races as

25 opposed to the broader distributed broadcast network; so
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that is one issue. But when we're tal king about horse
racing, | think you always have to renenber there are a
| ot of other places for people who watch the races; so the
television ratings are not necessarily an indication of
how many people are seeing the races. |If you are betting
on-line, whether it is through, you know, Xpressbet or
t hrough TVG or Twi nSpires or NYRA platform whatever
platform you are able to streamthe races and watch them
that way. And as we have seen handl e nove nore and nore
to the ADWchannel, | think it's natural that nore and
nore people are watching the races on |ine.

CHAI RMAN W NNER:  Thank you.

COMM SSI ONER KRI KORI AN Are you abl e to gat her
I nformati on about how many people are watching it on the
Internet or on-line versus on tel evision?

MR. DARUTY: We do not have those nunbers.

COW SSI ONER KRI KORI AN: No statistics?

CHAl RMVAN W NNER: There's no -- there's no
rating. There's possible newrating --

COWMM SSI ONER KRI KORI AN What about wagering?

What about wagering? Do you categorize, you know, the
wagering fromthe different things on how -- how woul d
t hose --

MR. DARUTY: Yes, absolutely. The handl e that

we have reported internally, and | think even that we
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report to the State is broken down so you can see exactly
how nmuch was bet via ADW

CHAI RMAN W NNER: That's correct.

Nat e.

MR, NEVBY: Nate Newby, Santa Anita.

So |l wll just go through quickly. A lot of
this information is in your marketing plan, but just
foll owi ng up on what Joe said, we're |ooking to keep the
nmonment um goi ng of f a successful autumm neet and a record
Breeders' Cup. You know, we're starting off with our big
openi ng day the day after Christmas. W want to conti nue
that tradition. Last year we had 44,000 fans. It was the
| argest opening day in 21 years; so we're | ooking to grow
on that.

We have a robust nedia canpaign that pronotes --
starting, really, with our partners, the Mathis Brothers,
after a Thanksgi vi ng holiday through the whol e holi day
shoppi ng season. There's co-branded tel evision comerci al
that we started |ast year, and | think was a big part of
buil ding the interest and driving attendance on opening
day.

W have three give-aways on opening day; so
we're taking care of the fans there with popul ar Santa
Anita wall cal endar, of course, but we al so have a pl ush

toy give-away for the kids and Mathis Brothers gift cards
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that we had | ast year as well.

So during the season, it's a busy pronotion
events schedule. W are going to continue with our
pattern of trying to have sonething going on every weekend
at Santa Anita. Joe nentioned on-line ticket sales, which
is a key growh strategy for us and kind of coordi nates
W th our pronotions and events.

Those were up 45 percent this year. So that's
sonething that we're going to continue to grow. It
targets a younger denographic. It gets the new fans to
Santa Anita, and then, of course, once they are here, we
devel op those new fans utilizing our wagering anbassadors.
And the great thing about on-line ticket sales, as you all
probably know, is that you collect their information and
you can remarket to them

We're going to continue to make a significant
I nvestnment into our social nedia platforns. Santa Anita,
| think, is one of the top tracks in the country.
Currently we're up to 200,000 foll owers between Facebook,
Twitter, Instagram You know, basically we nmake an
I nvestnment with an agency that hel ps us and then al so our
pai d advertising has been key there to drive those on-Iline
ticket sales.

Medi a plan for the season, we're going to with

Strong Digital, which we have been doing for the |ast
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year. |It's one of the strategies | think Joe was
referring to that we have seen the growth, but also we
have print, paid social, radio, outdoor, and the

tel evision canpaign with Mathis Brothers to kick off
openi ng day.

Joe al so nentioned public transportation. One
of our goals will continue to be to make it easy to get to
Santa Anita. Qur Uber partnership has been one of our
best new partnerships that we have had, in ny opinion, and
then the L.A Metro and Gold Line, not only was that a
popul ar option for Breeders' Cup; they just filned a
comrercial that will debut in January that's branded
Santa Anita with a racehorse using the netro; it is kind
of funny. So you will see that around. And it should be
another great driver to nake it easy for people to get to
Santa Anita.

And then lastly, we are going to continue to
invest in our building. The 100 to 1 Cub is a new area
that will open; it's a great space. |It's going to be
targeted for groups of 100 to 120, which is kind of the
nunber that we haven't had a space for them But the
private suites have been very popul ar, but the biggest
suite takes 40 people. So now when that group calls that
needs a space for 100, 120, we have a new preni um space

that has been redone in a just fantastic fashion. And I
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1 encourage all you to check that out and book a group, if
2 | you can.
3 Happy to take any questi ons.
4 CHAI RMVAN W NNER:  Thank you.
5 Are there any questions for Nate? Any other
6 comment s?
7 Gentl enmen. Yes, please. Yes.
8 COMM SSI ONER AUERBACH:  Coupl e questi ons.
9 CHAI RMAN W NNER:  Yes.
10 COWMWM SSI ONER AUERBACH: Sorry. Maybe Joe is the
11 one | want to ask this question to.
12 Joe, in April, you have a couple of Thursdays

13 Identified as not racing. Can you walk nme through why

14 that is.

15 MR MORRIS: Yeah. The term| have been using
16 is we redefined the new normal. You know, we put that new
17 | turf course in at the end of |last year. It has perforned
18 | very well. It's a Bandera Bernuda. Bernuda is a summer

19 grass so it likes the hotter soil tenperatures and UV rays

20 fromthe hotter sun at that tine.

21 Just last week after Breeders' Cup we have

till

22 seeded it with a rye grass also so that's a winter grass

23 so that grass will grow through the winter. W're not

24 | sure exactly, you know, depending on weather, anount

of

25 rain, you know, we're not sure right now what the turf

Hunti ngton Court Reporters & Transcription, Inc.

84

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988



CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

track will be |ike at that tine.

So after Santa Anita Derby, we have just gone to
two, three weeks. There is a chance we m ght have to cone
off turf on one of them One of the procedures we'll need
to do at sone point is take the winter rye out and that's
just -- that's a spray and reinvigorate the Bernmuda so
that, you know, we may not have to conme off it at all but
we wanted to give the flexibility to be able to cone off
and be able to reinvigorate that grass.

Typically at that tinme we also reset our jock
st andi ngs, trainer standings, owner standings to, you
know, go back to zero on that and nmake it a bit of a split
need on that --

COWM SSI ONER AUERBACH: So rather than just cone
off the turf, you're just not going to --

MR MORRIS: So we figure the two Thursdays, you
know, gives that nuch of a break, and we may have to cone
off for the three days on the first one, and we may not.
So, you know, we'll play that by ear and, you know, and
see how it works weat herw se.

COW SSI ONER AUERBACH:  Just two ot her things,
and | amgoing to ask staff if you would do this, please.
| would like to see purse schedules, and | actually went
and spoke to Rick; so | know what your purse schedul e is.

But | really would like to see that in the --
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1 EXECUTI VE DI RECTOR BAEDEKER:  \What page are you
2 on?
3 COW SSI ONER AUERBACH: | ' m not on a page. |

4 made nyself a note that | would like to see purse

5| schedules, because | think it's inportant for consistency
6| and continuity, unless you tell ne it's here and I m ssed
7 It, which is entirely possible.

8 MR MORRIS: Total purse anounts are in there

9 but not by race --

10 COMM SSI ONER AUERBACH: |'d li ke to see purse
11 schedul es because, for exanple, | would Iike to know what
12 did we race for last year. Are we racing for the sane

13 | amount? Wiere are we? So if we could -- not only for

14 Santa Anita but for everybody, if we could have the purse

15 schedul es that would be helpful. And I would like to see
16 t hat .
17 The only other thing | wanted to ask you was in

18 | the staff analysis, they talk about the response provided

19 to the equine energency services section of the

20 | application being inadequate. | don't know if you saw
21 this.
22 kay. What it says is the news section seeks

23 contact information for racing, veterinarian on-site and
24 | the scheduled listing dates and tines the veterinarian

25| wll be available at the association and auxiliary sites.
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And LATC has not provided contact information or a
schedule. Al they report is that it's a rotation of
private veterinarians on-site during training hours. And
| know this was an area of particular concern.

So how are we going to address this, whoever is
responsi bl e for that?

Un-oh. Nobody is responsible. Here is
Dr. Arthur. Maybe he's responsible for that.

DR ARTHUR. Well, I'mactually not responsible.
Dr. Arthur, Equine Medical Director.

O all the tracks, Santa Anita has the | east
problem It's routine for veterinarians to be on the
grounds as early as 4:30, 5:00 o'clock in the norning.
It's -- it's rare during this period of time not to have a
veterinarian on the grounds, but nobody is specifically
assigned. It is sinply because the demand for veterinary
services at the tine. So, you know, in the past it hasn't
been an issue at Santa Anita.

COMM SSI ONER AUERBACH: Ckay. So you are
telling me that staff is doing what they are supposed to
do, just dotting their I's and crossing their T s here but
it's not a --

DR. ARTHUR | haven't seen that.

COWMWM SSI ONER AUERBACH: No. Just -- it says

that. Maybe Jackie would |ike to address that so...
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1 M5. WAGNER:  Jacki e Wagner, CHRB staff.

2 It's exactly as you have stated it, Comm ssioner
3 Auer bach. Staff is putting the Board on notice to let you
4 know that the specific information that the application

5 asks for has not been supplied. However, given the

6 | explanation that Dr. Arthur just said, we wll be

7 satisfied wwth what he just said and that will be noted --
8 DR ARTHUR | will say Santa Anita has been

9| very conscientious in -- even between the neets they have
10 | actually hired local veterinarians to cone in when regul ar
11 veterinarians haven't been there; so the coverage has been
12 | there during all training hours. But there is not a set
13 schedul e saying Dr. X is going to be here between such and

14 such a tine.

15 CHAI RVAN W NNER: Thank you.
16 Jackie, while you are there, there are a nunber
17 of other itens that are still needed to conplete the

18 | application. Can you go through those?

19 M5. WAGNER: Yes. To ny know edge, those itens
20 have not been received. A nunber of themare in

21 reference -- are related to the ADW To ny know edge, we
22 do not have the CTT agreenent or the TOC agreenent.

23 CHAI RVAN W NNER:  Scott, Joe, do you want to

24 conment ?

25 MR DARUTY: Yes. Scott Daruty. | wll address
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that. Just going in order as to the ADWagreenents -- |
know you are hearing those licenses |ater -- we at Santa
Anita have agreenents wth the ADW. | think the issue
really is the geolocation issue and whether the TOC is
going to approve or condition approval of those
agreenents; so | would -- | guess | would say we'll
probably know nore after sone of the further agenda itens
t oday.

COMM SSI ONER AUERBACH: And | was going to ask
this later on, if that issue is being addressed at that
|l evel or if it was sonething -- I'msorry, there's a bug
here. O if it's sonething that, while we are getting
into the licensing part with the ADW, if it is sonething
we need to address then that would say shoul d
geoposi tioni ng becone available now that it would start
now rather than waiting for themto cone up to be
relicensed. |Is that kind of where you are?

MR, DARUTY: Well, | guess to get into the --
there's two different issues here. There's the contract
process, and the way the ADWI|aw works in California, the
ADWs, there's -- you have to differentiate between i nport
races. So, for exanple, CGulfstream Park or NYRA running,
and people in California wanting to bet on it, there's one
answer for that. There's a different answer for the ADW

conpanies facilitating wagers on Santa Anita's races. So
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let's take them one at the tine.

As far as the inport of out-of-state races that
I s done under a hub agreenent, which is provided for by
California law. The hub agreenent is entered into between
the ADWand a racetrack. Typically, Santa Anita, because
we're the first of the year. W' ve been the ones who have
been doi ng the hub agreenents. It's been good for all
year. That hub agreenent is in places.

As | sit here, | know we have one for Xpressbet,
TVG, and Twi nSpires. | believe we have one for New York
raci ngs, new ADW pl atform

As far as Watch and Wager and Bet Anerica,
there's not a problem | just don't know whether we did a
one-year agreenment with them|last year or a two-year
agreenent. So if we only did a one-year, we would be
putting one in place very shortly. So there is not an
I ssue wth that agreenment for the inport.

The TOC have a right to -- if they don't I|ike
the financial terns of that arrangenent, they have a right
toinitiate an arbitration process, and then it just goes
through arbitration. So | believe as far as the inport
wagering, all agreenents are in place or very shortly with
respect to Bet Anerica, and Watch and Wager will be in
pl ace.

Ckay. So nove to the next topic, which is the
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ADW conpani es facilitating wagers on the Santa Anita
signal. The way it works under California |aw, the ADW
woul d again contract with Santa Anita for that right to
take those bets, but the TOC has different rights with
respect to the Santa Anita signal. They essentially have
the rights to approve or disapprove of that arrangenent.

And the discussions we have had, and they have
been open and good di scussions. |I'mnot saying it's --
you know, it's not a fight per se, but we are still in
negoti ations. The di scussions we have had with the TOC
have been whether or not they are going to grant that
approval, and if they do, what will they condition that
approval on in terns of the geol ocati on.

So right now, | nean, if Santa Anita's neet were
to start tonorrow, we would not be allowed to have any ADW
conpany in California taking bets on the Santa Anita
si gnal because we don't yet have TOC approval

COW SSI ONER AUERBACH: Coul d we ask M. Aviol
the status or what -- what we need to know, please.

CHAI RMAN W NNER: Can you identify yourself.

MR AVIOLI: Geg Avioli, TOC

| think Scott has done a nice job of explaining
sort of the bifurcated approval rights, and for purposes
of their application, they're being asked to provide

consent letters fromthe TOC to allow ADW to accept bets
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by California residents on California content. So that's
what we're tal king about. W have not provided those
letters. W have let Santa Anita know, as well as the
ADWs, that our view on geol ocation does col or our
di scussi ons on those consents. And as luck woul d have it,
that's exactly the behavior that we're tal king about is
Californian's betting on California races. That's
directly what we're tal king about with the on-track ADW.
So there's a relevance to this.

W are frustrated with the pace of cooperation
fromthe ADW on the issue of on-track geol ocation. W
appreciate this Board's efforts to put a draft rule in
pl ace, and we work with the Board and with counsel on
noving that forward. And yet, we recognize that until
such rule is in place nost of the ADW have nmade it pretty
clear that they don't plan to do anything about it.

And we al so believe that, again, depending on
your view of the nunbers, there's sonmewhere between a
mllion and two mllion dollars a year that is going to
the ADW that we believe should nore rightfully be going
to purses and the race tracks.

So our goal has been to reach a voluntary
agreenment with the ADW that will allow themto begin the
geol ocation process with a reduction in the ADWfee in

time for the start of the upcom ng Santa Anita and Gol den
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Gate neets. Those di scussions are ongoi ng. They have,
agai n, not noved as fast as we have expected, and we do
reserve the right that we m ght just condition our
approval, if they don't -- if they don't nove forward that
we -- and I wll turnit up to the TOCif you are not
going to geol ocate one way to recoup the noney that shoul d
be going to purses and the racetracks is by |owering that
rate fromthe current 5.0 percent to a |lower rate which
woul d have the direct affect of increasing the anmount of
noney from ADW betting that goes to horsenen and to
racetracks.

W hope to get this conpleted. As you know,
we're tal king around the clock with people. Qur last --
the last thing we want, and we will do everything in our
power to avoid any situation where ADW w Il not be able
to accept wagers on California content at the start of the
nmeet .

CHAI RMAN W NNER:  Thank you. Thanks, G eg.

Scot t.

MR, DARUTY: So that explains the ADWsituation.

CHAI RVAN W NNER: Let ne just ask you a
guestion, Scott, and don't take this in the wong way.

But what hat are you wearing when it conmes to this
di scussion with respect to ADW and on track?

MR DARUTY: Yeah. It is a very fair question.
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1| W obviously -- we the Stronach G oup -- own an ADWin
2 Xpressbet. W have vastly nore noney across the country
3 I nvested in racetracks and |ive thoroughbred racing than
4| we do in account wagering. W have always wanted to be in
5 t he account wagering business because it's an
6 I nportant distribution channel. W' re obviously not the
7 only distribution partner of our tracks. Xpressbet -- we
8 do business with the others as well, but it provide us a
9 | ot of insight into how that business operates. | think
10 | sonetinmes people say that puts us in a conflicted
11 position. | happen to think that puts us in a position
12 uni quely able to see both side of the issues.
13 So in addressing these concerns about
14 | geol ocation and addressi ng concerns about ADWIicenses and
15 hub agreenments and all that, first and forenost, we al ways
16 |l ook at it as racetracks because we are a live racing
17 conpany and that's where our investnent is.
18 CHAI RMAN W NNER:  Thank you. And, again, | am
19 not suggesting any -- any conflict. | mean, obviously,
20 | that comes up all the time, as you know, but | just wanted
21 to understand because in this particular situation the
22 Stronach Group is on both sides of that discussion.
23 MR. DARUTY: Correct.
24 COWMWM SSI ONER AUERBACH: M. Chai rman?
25 CHAI RMVAN W NNER:  Yes?
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COMM SSI ONER AUERBACH: May | ask a question,
pl ease?

CHAl RMVAN W NNER: O cour se.

COWMM SSI ONER AUERBACH: How are we supposed to
be able to even address the ADW and their |icenses when
this particular issue is --

CHAI RVAN W NNER: Wl l, ny response to that,
Commi ssioner, is that that's going to be comng up in a
few nonent s.

COW SSI ONER AUERBACH: | know, but we're stuck
with it right now

CHAI RMVAN W NNER: Right. | understand that, and
we're going to -- there are -- there are real problens,
and there are problens with licensing Santa Anita, given
the situation that M. Avioli has just expressed. W have
situations with the ADW where |icensing through the end
of the year, at least, is going to have to be consi dered.
There's a variety of issues that are going to conme up when
the ADW cone up. But in the neantinme, we're sitting here
W t hout a nunber of agreenents that are required.

Jackie, is that the only one? You don't have --
you don't have the TOC agreenent? You don't have the CTT?

MR DARUTY: And if I may, | would like to
address both of those horsenen's rel ated agreenents, but |

do want to nmake one | ast point on ADW
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You know, obviously, the world we're in today,
everything is done via the Internet and nobil e devices and
everything else. So ADW we can say whether it has been,
you know, good for racing, bad for racing. The reality is
It's here; it's not going away. And that's the forumthat
our custoners are choosing to use -- the format they are
choosing to use to place wagers.

So I woul d hope however the Board addresses the
ADW | icense issues |later this afternoon, | would hope that
you keep in mnd how critical ADWis for the success of
Santa Anita.

CHAI RMAN W NNER:  Are you speaking as Xpressbet
or as Santa --

MR. DARUTY: |'m speaking of Santa Anita, how
critical it is for the success of Santa Anita, because
we -- | don't have the nunmber but, what, 20 percent of
our -- 20 percent of our handle cones fromon-Iline
custoners and so --

CHAl RMVAN WNNER: | nean there's a | ot of
argunents there, of course, including cannibalizing,
et cetera, et cetera --

MR, DARUTY: Well --

CHAI RVAN W NNER.  We can go through a whol e
di scussion. |I'mnot arguing one way or the other, but

It's not that sinple.
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MR, DARUTY: Well, and I'monly pointing out --

CHAl RMVAN W NNER: There it's successful because
it's there.

MR, DARUTY: Well, | amonly pointing out that
the inpact on Santa Anita's race neet, should the ADW not
be licensed to take bets in California on Decenber 26th,
that inpact would be devastati ng.

COWMWM SSI ONER AUERBACH: It would be pretty
devastating to everybody, not just to Santa Anita, but it
woul dn't help the health of the ADW either; so we have to
find a way around it.

MR. DARUTY: To address the CIT and the TCC
agreenents. | want to stress to this Board, because |
know you' ve said nmany, many tinmes how you want conpl ete
applications and, you know, do our honmework before we cone
to class sort of thing. W understand that and we have
been wor ki ng very hard.

You know, sonetines things are beyond our
control, and I wll give you an exanple. The CIT
agreenent, we have been working very cooperatively and
very positively with them W have an agreenent that we
believe is a final agreenent and it addresses all the
| ssues, but we have been told by the CIT that even though
this is a Santa Anita race neet agreenent they're not

going to sign it until they have an understandi ng of how
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stabling in Northern California has been resolved. And
so, you know, that's an exanple of an issue that there's
no way we could resolve stabling in Northern California
until we found out how the dates were com ng out, which we
found out earlier today. So it's not that we are ignoring
these required agreenents. It's just that it takes tine
and sonetinmes there's reasons beyond our control why we
can't have them done.

Wth respect to the TOC, the horsenen's
agreenent, | had breakfast with M. Avioli this norning to
di scuss what | believe were the | ast couple of issues. |
think we have an agreenent in substance on them Again,

It hasn't been that we have just been ignoring it, but it
has been a | ong process. M. Avioli can speak for
himsel f, but | do think we have an agreenent in principal
and now it is just putting it on paper.

EXECUTI VE DI RECTOR BAEDEKER: O course, this
I ssue was put over fromthe October agenda, your |icense
application.

MR, DARUTY: And it may need to be put over
until Decenber. | understand. W can only go as quickly
as we go.

CHAI RMAN WNNER: Here is our problem-- really
your problem-- is that your neet begi ns Decenber 26th,

and if we put it over until Decenber and you don't have a
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1 license, and for sonme reason -- | nean right now we have
2| four nenbers here. W're one nenber short. The governor
3 has not appointed a replacenent for Conmm ssioner
4 Rosenberg, and who knows what is going to happen. W may
5 not have a Decenber neeting. | nean that always is
6 possi bl e that something will happen.
7 So now, if we don't approve your |icense today
8 | for Decenber 26th and we don't have a Decenber neeting
9| then that's not so good. So we're all in this sort of
10 | difficult situation recognizing the need for you to open
11 up on Decenber 26th and therefore you have to have a
12 | i cense by Decenber 26th. So all of these questions,
13 these issues of not having the agreenents puts everybody
14 in kind of a difficult position.
15 MR DARUTY: | understand. But, for exanple,
16 | the CTT agreenent --
17 CHAI RVAN WNNER: I'mnot criticizing --
18 MR. DARUTY: There's no possible way for us
19 to --
20 CHAI RMVAN W NNER: That's not neant as a
21 criticism Scott. It was neant as an expl anation of the
22 problemthat we face, all of us face because of the timng
23 | of circunstances. As M. Baedeker said, this started in
24 October. We put it off in Cctober to get to Novenber. W
25 frankly, you know, we'd alnost like to put it off until
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Decenber until all of these things are done, but | fear
that that isn't in the best interest of racing because, as
| said, if we don't have a Decenber neeting, we are al
out of luck. W don't have a neet. So that is not in
anybody's interest. Certainly not in the best interest of
raci ng which is our job.

So, again, not as a criticism but just a fact
that we are sitting in this sort of difficult situation.

G eg.

MR AVI QLI : M. Chairman, Geg Avioli.

| appreciate the dilemma. | can confirmthat
based on our conversation today and subject to approval of
the TOC Board, which we are going to have a neeting in the
very short future, | think we will have the horsenman's
agreenent in place.

| would just add to the conplexity here, one of
the main i ssues we have been discussing is how we wll
address the on-track ADWissue. And | think we have
resol ved between us today that we are going to basically
have the TOC address that directly with the ADW and that
shoul d take that out of the context of this agreenent and
that resol ves one of the nmgjor disputes that we have had.

Thank you

CHAI RMVAN W NNER:  Thank you.

Yes. Comm ssi oner Kri kori an.
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1 COW SSI ONER KRI KORI AN: Rick, | have a couple

2 guestions about the stakes schedul e, please.

3 The first one is that the Santa Anita handi cap,
4| what is the -- what is the purse going to be on that now?
5 | understand it was at six -- went froma mllion to six

6 | and then maybe sonething el se.

7 MR, HAMVERLE: It's 750, 000.

8 COW SSI ONER KRI KORI AN Ckay. But why a

9 reduction froma mllion to 750,000 and sone -- you

10 | alluded to the mllion dollars -- the $12 mllion Pegasus

11 Wrld Cup race, which is -- sounds |like a fantastic

12 opportunity for everybody, but what -- what does that have
13 to do with California racing and the stakes schedul e?

14 MR, HAMVERLE: Well, | tell you, there's a

15 coupl e reasons that we decided to reduce that race. One
16 | of them-- one of the main reasons --

17 CHAI RVAN W NNER:  Coul d you -- could you

18 i dentify yourself just for the --

19 MR. HAMVERLE: Excuse ne.
20 CHAI RMAN WNNER: -- for the court reporter.
21 COW SSI ONER AUERBACH: Get cl oser to the m ke.
22 MR, HAMVERLE: That's usually not a problem
23 Rick Hammerle from Santa Anita. |[Is that better?
24 CHAI RMAN W NNER:  Yes. Thank you.
25 MR, HAMVERLE: kay. SO what we have tried to
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do, because of the scheduling | ast year, if you renenber,
we had a three-week gap in the mddle of our neet in
April, and then at the end of the neet we had three weeks
of no turf. So because of that situation we were unable
or we didn't schedule and we didn't run five graded
stakes. And we felt it was very inportant that we get

t hose stakes back on the schedule at their full -- full
purse val ue.

And one way to do that was to | ook at the
overal |l schedul e and see what we could do to make sure
that we could afford to do that, and by keeping the stakes
i ntact and al so able to keep the overnight races up at a
| evel that was commensurate with California racing, we
| ooked at maybe a coupl e areas maybe where we coul d reduce
a purse or two on a tenporary basis and take a | ook back
and see what is going to happen.

We felt that with the addition of the $12
mllion Pegasus Cup, which is going to be run at the end
of January -- | believe it is January 28th -- and then the
Dubai World Cup, which is run at the end of March. The
schedul ing of the Santa Anita handi cap which fits on the
schedul e at the begi nning of March, we wanted to take a
| ook at that and thought this was -- if there was ever
going to be a year to take a step back and | ook at naybe

sone of the better horses, which npost of the better
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1 horses, as we have seen, we saw in the Breeders' Cup right
2 here in California, if those horses were attenpted to run
3 out in the Pegasus World Cup, which we kind of hoped

4| they'd go there, to nake that a big event, that naybe the
5 Santa Anita handi cap woul d be a second thought this year

6| soif -- and the thought was by reducing it to 750-, any
7 horse that is still eligible to run there wants to run

8 | there would not be hurt that nuch. | mean at 750- we

9 woul d feel that we're not going to | ose a horse and, once
10 | again, this is on a one-year basis. W!'re going to just
11 | check and check it out and see.

12 So we thought that was one the races that could
13| take us a little bit of a hit in order to keep the

14 | schedule and whole in its entirety.

15 COMM SSI ONER KRI KORI AN: Ri ght now California
16 only has, | think, three mllion dollar races, and one of
17 them being -- you know, one of them being the Del Mar

18 Paci fic Cassic and the Santa Anita Der by.

19 So aren't you concern -- are you concerned at
20 | all about conpeting against the East Coast tracks that
21 have m | lion-dollar races on a regular basis, year round?
22 MR, HAMVERLE: Well, obviously, we would like to
23 have mllion-dollar races. Mst of the East Coast tracks
24 have additional income in fornms of slots or alternative
25 gam ng, and so we have to -- we have to schedul e inside
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1 our paraneters. | think we've -- like | said, | wll
2 refer to the Breeders' Cup again. | think our schedul es
3| worked out pretty darn good. Qur horses that trained and
4 run in California to prepare for the Breeders' Cup world
5 | chanpi onshi ps have shown that yes, the horses do run out
6 her e.
7 | think scheduling is nore of a priority than,
8 | you know, sonetimes purse is. | nmean ook at our run in
9 the Kentucky Derby. W have a great run-up to that. W
10 performed well. So | think the purses here in California
11 are high enough. | nean obviously we'd |Iike to have them
12 hi gher, but we have to spread the wealth a little bit to
13 ensure that the overnight purses are able to continue at a
14 | conpetitive |level as well.
15 COW SSI ONER KRI KORI AN: Ckay. Well, anot her
16 | question | wanted to ask you is that in | ooking at the
17 schedul e, you know, your neet runs fromthe end of
18 Decenber until the end of June. And | couldn't find one
19 race for three-year-olds on the turf going a mle or
20 longer. Did |l mss it or is that absent?
21 MR, HAMMERLE: We will have a nunber of those
22 races. They are schedul ed as overni ght stakes that
23| weren't included on the main stakes schedule. Wat we
24 have done, of course, obviously, our goal at Santa Anita
25 In the original dates up until the April Santa Anita Derby
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1 is to produce Kentucky Derby horses, and obviously that's

2 run on the dirt. So -- and it's the rainy season so we

3 really never really had any three-year-old turf racing up

4 until then. And since then we have adopted the old

5 Hol | ywood Park schedul e, which we ran the races that they

6 have run, a couple of overnight races, a couple -- maybe

7| think we run one $100, 000 race but that is the schedule

8 | that we overtook and we felt no reason to change that.

9 And then once we -- once it hits Del Mar, Del Mar opens up
10 with their Oceanside, La Jolla, you know, Del Mar Der by
11 schedul e, and then that's where the turf racing takes off
12 | for the three-year-olds.

13 COW SSI ONER KRI KORI AN: But that's after six
14 nonths. So for six nonths you don't even have one race
15 | schedul ed.

16 MR, HAMVERLE: Well, yes, we do. It's not on
17 | the main stakes schedule. We'Il run three or four races
18 | for three-year-olds on the turf.

19 We run the Singletary, we run the La Puente, we
20 have a new race called the Rainbow Stakes. So they w |
21 be there, the sane as they have been throughout the | ast

22 few years.

23 COW SSI ONER KRI KORI AN: Thank you
24 CHAI RMVAN W NNER:  Any ot her questions?
25 Yes, please.
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1 EXECUTI VE DI RECTOR BAEDEKER: A coupl e of

2 t hi ngs, M. Chairnman.

3 First of all, back to the agreenents that are

4 | outstanding, | want to point out Rule 2044, agreenents to
5 be filed. And it says: Each racing association shall

6| file a copy of its agreenent with the horsenen's

7 organi zation or in the case of fairs the horsenen's

8 | organizations representing the horse owners and trainers
9 at its neeting at the sane tinme the association files its
10 | application for |icense.

11 In the event the association is unable to obtain
12 and file such agreenment with its application, the Board
13 may upon notice to the prospective parties to the

14 | agreenent conduct a hearing with regard to the conditions
15 for the neeting and take such action as it may deem

16 | appropriate to ensure continuity of the racing program
17 So the Board does have fairly broad leeway in a
18 situation like this to take action and, of course, while
19 nobody woul d contenpl ate del aying the start of a race
20 nmeet, you know, there are other tools that the Board has
21 | which may provide an incentive to the parties to get the
22 agreenent done. So | just point that out for future

23 ref erence.

24 CHAI RMVAN WNNER: So we could set a tine limt
25 for themto have the -- we could agree to the |icense, set
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atime limt for themto have these agreenents that are
required that are not yet in place and shoul d they not
nmeet that we could actually fine themor sanction themin
sone way?

EXECUTI VE DI RECTOR BAEDEKER:  You coul d do that,
| believe. Counsel wll --

CHAI RVAN W NNER: | am not suggesting it.
want to ask you a question.

EXECUTI VE DI RECTOR BAEDEKER: Yes. Sanctions
are available to you as there are |icensees and so you
have that ability. You also do have the ability to
conduct a hearing and kind of get to the bottom of these
I ssues. And we woul d have to have counsel advise, but it
could be that you could dictate an outcone, if necessary,

If in the best interest of racing. So that is an option

avail able to you.

And if it is okay with you, we'll have staff
follow up on this point and provide us nore information,
nore interpretation of this rule.

COMM SSI ONER AUERBACH: So if you had -- if you
had sanctions, it would -- could conceivably be agai nst

race associ ati on, conceivably agai nst the other
organi zations that haven't conme to an agreenent. It would
be an even-handed bop on the head to everybody.

Can we do that or not?
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1 EXECUTI VE DI RECTOR BAEDEKER:  You can bop them
2 as you see fit.
3 COMM SSI ONER AUERBACH:  Equal opportunity

4 boppi ng, okay.

5 EXECUTI VE DI RECTOR BAEDEKER  Yeah. But it's a

6 | good point, because | know it nust be frustrating for the

7 conm ssioners to really, at this point, have no | everage.
8 The neet's got to start on tine. That, of course, is in
9 the best interest of racing, and so there's no real

10 requi renent, actually, other than urging, | suppose, to

11 get these things done on tine. So if the Board wanted to

12 | take an extra step it's available to you all.

13 CHAI RVAN W NNER: That's what we need i s anot her

14 nmeet i ng.
15 EXECUTI VE DI RECTOR BAEDEKER: Yes, and nore

16 paper, hopefully.

17 COVM SSI ONER AUERBACH:  Hopeful | y.
18 EXECUTI VE DI RECTOR BAEDEKER: And then | woul d
19 |1 ke to make one other point that | have nmade before and

20 peopl e are probably tired of ne making it. But under the

21 raci ng program and the total nunber of races for each day

22 or night, I still have a concern about closing weekends.
23 This situation we had at Golden Gate | ast year, we had a

24 big day to close with, and | think you ran twel ve races,

25 | and whereas, you know, you have -- you say on certain days
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1 you reserve the right to run nine or up to fourteen, you

2 know, that is kind of taking it out of your own hide if

3| there is an effect on the condition book or the races that
4| follow. You are going to nmake that assessnent yourself.

5 But when it is closing weekend, you are

6| affecting the next neet. In this case, you' d be affecting
7 the Los Alamtos neet which may have a difficult tine

8| filling races anyhow because of Del Mar following it.

9 So all I would recomrend or request fromthe

10 Board is that the association request perm ssion fromthe
11 horse racing board to run nore than, pick a nunber, ten

12 races on Saturday and Sunday of closing weekend. 1It's a
13 nunber off the top of ny head. It could be any nunber

14 | that you chose.

15 | just think there ought be sonme insulation

16 there, sone protection for the neet that follows. And

17 can tell you that, you know, not trying to knock the chip
18 | off my shoul der, but when | was at Hol | ywood Park, you

19 know, we'd have a situation where closing weekend at Santa
20 Anita woul d be, you know, filled with twelve races on both
21 days and it would be difficult for us to fill and that was
22 Hol | ywood versus Los Al. |I'mconfident we probably tried
23 to do the sane thing at the end of our neet, but everybody
24 wanted to wait for Del Mar; so we couldn't do it.

25 | just think it could be detrinmental to the neet
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that follows, and there's no harmin comng to the Board
and saying here is the plan, the race is going to be

| ooked at conpared to those that are being offered the
next neet and, you know, chances are there won't be any
problemw th running nore races.

CHAl RMAN W NNER: Go ahead, Ri ck.

MR, HAMVERLE: | don't think we have a probl em
with that. |In fact, going into the Del Mar neet here, we
ended running nine, | think, both days, and I think we're
fine with that.

Joe, don't you believe? W are going to run
what's good, but | don't think we're going to -- we don't
do it on -- to harmthe next track.

EXECUTI VE DI RECTOR BAEDEKER. O course, but you
do it to maxi m ze your business, and | understand that.
But it could, as a matter of fact, harmthe next track.

| don't know. Maybe if this is just ne, then
that's --

CHAI RVAN W NNER: No, no. | think -- | think
Ri ck raises a very good point and we just -- | mean we can
add that to the license agreenent. | nean it's sinple
enough to just nake that a condition of the |icense
agreenent that they get approval over ten races on the
cl osi ng weekend approval .

MR, MORRI S: Joe Morris from Santa Anita.
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We're good with that. But in sone of these
neets, you know, you're going into a neet where there is
no turf racing, for instance --

CHAI RVAN W NNER:  Ri ght .

MR MORRIS: -- so you mght run a couple extra
turf races or --

EXECUTI VE DI RECTOR BAEDEKER: It's not an
arbitrary thing where the Board is going to say no, you
can't do nore than ten. But it is just going to be an
anal ysis of the races that you are going to run and how it
IS going to inpact the next neet.

MR MORRIS: You know, sonetines there's a
j ackpot that m ght be forced out where you try to run a
coupl e extra races to nmaxi m ze the day, but we're all
right.

CHAI RMAN W NNER: Are there any ot her questions?

COMM SSI ONER CHOPER:  There's an inherent
conflict between the fact that the |ast day of racing at
one track is a big day and the first day of racing at the
next track is a big day. So we just got to conprom se
t hem out .

CHAI RMAN WNNER: Al right. Let -- let's see
If we can't nove this al ong.

Is there a notion to approve the license with

t he understanding that the last tw days of racing, the
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matter we just discussed, if they have nore than ten races
on the card and either of the two days of racing they wll
seek approval of the Board or receive approval of the
Board and that they, within -- within 30 days provide
staff with the docunents that are outstanding, agreenents
that are outstanding, and if they do not, then the Board
w Il consider sone sanction wthout being specific.

Is there a notion to that effect?

COW SSI ONER CHOPER:  Can | - -

CHAI RMVAN W NNER:  Sure you can

COW SSI ONER CHOPER:  Unless we -- in terns of
the field size, front and back, back and front, unless
there is an agreenent reached between two tracks, that is
to say, if --

CHAI RVAN WNNER: I n other words, if Los
Alam tos and Santa Anita reach an agreenent --

COWM SSI ONER CHOPER:  Yeah

CHAI RMAN W NNER: Then it's okay?

COMM SSI ONER CHOPER:  Yeah, then it's okay.

CHAl RMVAN W NNER:  That's fi ne.

Do you agree with that?

EXECUTI VE DI RECTOR BAEDEKER:  Sure. That's
reasonabl e.

COMM SSI ONER AUERBACH: W thin 30 days of

notification fromwhat? Fromtoday? Can we be nore
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specific?

CHAI RMAN W NNER: Thirty days fromtoday that
t he docunents are in place.

What | would like to do is grant the |icense.

COMM SSI ONER AUERBACH:  Yes, | know.

CHAl RMAN WNNER: And | think we have no choi ce,
frankly, but we need to have those docunents, and if those
docunents are not in place, then there will be sanctions,
W t hout bei ng specific about what they are.

MR, DARUTY: May | ask a question?

CHAI RMVAN W NNER:  Sur e.

MR. DARUTY: That nakes sense to ne in the
context of the CIT and the TOC agreenents. I'ma little
bit confused what that means for the ADW agreenents, since
we're going to sign agreenents with the AWDs, and then
they either get approved or don't get approved by the TCC

So if we enter into an agreenent with an ADW and
the TOC does not approve it, | don't believe that should
I npact our |icense.

CHAI RMAN W NNER:  Yeah. You are right. \Wen
menti oned sanctions, | wasn't tal king about sanctions just
agai nst -- just against Santa Anita. The sanctions may
not apply to Santa Anita at all. They may apply to the
ADW, they nmay apply to the TOC. | nean these are --

whatever is wwthin the rules that all ows us to make sure
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that these docunents are in place prior to -- to racing
begin or there would be sone price to pay.

MR, M LLER  Robert MIler, Staff --

CHAI RMVAN W NNER: Pl ease.

MR. M LLER  Chief Counsel, CHRB.

The next neeting of the Board is |ess than 30

days.

CHAl RMVAN W NNER:  Yeah. But what |'m concerned
about, Robert, is -- and | appreciate that, and obviously,
i f we have the neeting then none of this wll apply.

The problemis, as | said earlier, because we're
one nenber short and things cone up, and why Alex isn't
here, why Conm ssioner Solis isn't here. At the |ast
neeting there were two commi ssioners mssing. It's always
possi ble that we won't have a neeting. W're in the
hol i day season. Wo knows where people will be? And what
' mconcerned about is if we don't grant the |Iicense today
they may not have a |icense.

So | think we need to -- ny viewis we need to
grant the license today and have sonme formof |everage to
try to encourage all of the participants to reach the
agreenents that need to be reached in order to proceed in
a proper fashion.

COW SSI ONER KRI KORI AN: If we do this, how do

we avoid this happening the future, because it always --
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1 it always happens --
2 CHAl RMVAN WNNER: | don't know. That's a damm
3 good questi on.
4 COWMWM SSI ONER KRI KORI AN: Wl |, we just sit here
5| and say, okay, we have no choice? | nean that's not a --
6 CHAI RVAN WNNER: Wl l, | agree with you.
7 It's -- if you have another idea, |I'"'mcertainly open to
8| it.
9 COMM SSI ONER CHOPER: | would just like to know
10 If there is any reason why the negotiations, are they
11 going to be determ ned by unknowabl e facts at the
12 particular time? |If not, then | may be wong, but | don't
13 see why we can't put sone cap on the dates for
14 negoti ations to end and an agreenent to be nade.
15 Now, if they say oh, we don't know about "X' and
16 | that's critical to the decision, that's a pretty good
17 excuse, but otherwse, if it's just a matter of
18 negotiating, | nmean, then it seens to ne that you just --
19 if you put a deadline on, if it's a nonth earlier than the
20 prior, then people will neet the deadline.
21 MR DARUTY: Scott Daruty --
22 COWM SSI ONER CHOPER: My question clear?
23 MR DARUTY: Yes, it is clear. And just to
24 respond to that, the challenge is that in setting
25 deadl i nes you are creating | everage for sone party; so we
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as the racetrack have to get the license, and we as the
racetrack have to conme to you and say we have all these
contracts; therefore, give us the |icense.

When we are in that position, the other party to
the contract -- I'mnot saying that they all do this, but
that does give thema feeling that they can nmaybe denmand
nore than they otherw se m ght because if don't give them
what they want we won't have a contract and we don't get a
| i cense.

And | go back to the CIT issue today, and again,
"' m not knocking the CIT. W have worked very
cooperatively with them but we have an agreenent that
everything | have been told is ready to be signed.

They' re not asking for a change to the | anguage of the
contract. They're just saying they're not prepared to
sign a contract until stabling in Northern California is
resolved. There's nothing further we can do.

CHAl RMAN W NNER: Scott, doesn't that -- doesn't
t he | anguage that Executive D rector Baedeker read that
allows this Board to either sanction or to hold a neeting
or a hearing with respect to responsibility, doesn't that
resol ve that problenf? Because if in fact the -- we're
creating leverage for -- for a different party and we
determ ne that that party is the one that's at fault, then

t he sanction can be issued against that party rather than
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1 agai nst Santa Anita or vice versa.

2 MR, DARUTY: And | think that is the perfect

3 approach to it. M comments were in response to

4 Commi ssi oner Choper's question, which was a very

5 | egiti mate question, but | don't think just setting a

6 | deadline and saying if you don't have a contract by the

7 deadl i ne, then you don't get your license, | don't believe

8 t hat wor ks.

9 And | also want to stress to all of you, this
10 isn't us just deciding we didn't want to do our honeworK.
11 This is us -- | truly believe done everything we can, and

12| we're just not in a position to deliver signed contracts.
13 COMM SSI ONER CHOPER: Let ne ask you this

14 | question, though. You say the pressure will be on the
15 tracks; right? Wiy is it not true that the pressure is
16 not going to be on the tracks anynore; it isn't a

17 hor seman, because where the devil are they supposed to go

18 if the track doesn't have a |icense?
19 MR DARUTY: (Good point.
20 COW SSI ONER CHOPER: | don't know. The

21 pressure is both ways. Again, it just struck nme that way.
22 COMM SSI ONER KRI KORIAN:  This is a little bit

23 I i1 ke what we just went through with assigning dates in

24 Northern California. You know, all of the parties

25 I nvol ved can't seemto get together and in a tinme frane
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1| that works for everybody.
2 COMM SSI ONER AUERBACH: | think all the parties
3 shoul d | ook for a bop-free zone right now, and the way to
4| do that is get it done. Stop nessing around with it.
5| Just do it.
6 I"'mnot talking to you on this. |'m saying, you
7 know, the mnute we start, well, we'll do this if you'l
8| do that, it is endless. | can't see anything short of
9 maybe having to sanction people.
10 CHAl RMAN W NNER: Wl |, Conmm ssioner Krikorian
11 you were concerned about what -- do you have a suggestion?
12 COW SSI ONER KRI KORI AN Wl | - -
13 CHAI RMVAN W NNER:  An alternative suggestion
14 because | amcertainly open to it.
15 COW SSI ONER KRI KORI AN: No, | don't, because,
16 you know, to not nove forward with our race neet woul d not
17 be in anybody's best interest, in ny opinion.
18 And setting sanctions, you know, if you are
19 | going to have sanctions, then | think the Board needs to
20 have -- you know, to neet and discuss it and cone up with
21 a program and conme up with nunbers and so forth and then
22 deal with that in the future. But | don't think we want
23 to sit here today and sanction anybody, but | would |ike
24 | to urge everybody to come to an agreenent so we can nove
25 forward and not have to go -- not even have to -- we
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shoul dn't even have to be dealing with this.

COWMWM SSI ONER AUERBACH: Can't we all just get
al ong?

COWMM SSI ONER KRI KORIAN:  1'1l say you're naking
a good argunent for why there should not be one ownership
for two tracks, | guess, because now they are hol ding you
hostage; so if you didn't own Golden Gate that woul dn't be
an issue.

MR DARUTY: | assune that was in jest.

COWMM SSI ONER KRI KORIAN: | just wanted to throw
that in, you know --

CHAI RVAN W NNER:  Okay, guys. |Is there a
nmoti on?

COW SSI ONER AUERBACH: | nmake that notion with
all the verbiage you put in there.

CHAI RMVAN W NNER:  Ckay. Motion is nade.

second it.
Commi ssi oner Choper?
COW SSI ONER CHOPER:  Aye.
CHAI RMVAN W NNER:  Conmi ssi oner Kri korian?
COMM SSI ONER KRI KORIAN: Wth reluctance, aye.
CHAI RMAN W NNER:  Chai rman votes aye.
COW SSI ONER AUERBACH:  Aye.
CHAI RMVAN W NNER:  Conmi ssi oner Auer bach vote
aye.
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1 Have a good neet, folks.

2 MR, DARUTY: Thank you

3 CHAI RVAN W NNER:  And t hank you very nuch.

4 EXECUTI VE DI RECTOR BAEDEKER: And we' Il foll ow

5 up with that interpretation of that rule, and al so be

6 | advised that the | anguage that staff has been working on

7 for geolocation wll be comng before this Board maybe in

8| commttee pretty soon. Couple of nonths.

9 CHAI RVAN W NNER:  Di scussi on and action by the
10 Board on the Application for License to Conduct a

11 Horse Racing Meeting of the Pacific Racing Association at
12 Gol den Gate Fields, conmenci ng Decenber 21, 2016 through
13 June 20, 2017. Opening day is Decenber 26, 2016.

14 Gent | enen.

15 MR RAINEY: H. M nane is Cal Rainey with

16 Gol den Gate Fields, joined by Eric Sindler, Scott Daruty,

17 Joe Morris, and Dan Cirinele, all from Gol den Gate Fi el ds.

18 Good afternoon. Actually, M. Chairman, nenbers

19 of the Board, today we present to you our application for
20 | icense to conduct a horseracing neeting at CGolden Gate

21 Fields, to include a hundred days of racing between

22 Decenber 21st and June 20th, opening day on Decenber 26th

23 at Santa Anita, with a post tine at 12:45 p.m, except
24 | those special days that are noted, such as the

25| Triple Crown days.

Hunti ngton Court Reporters & Transcription, Inc.

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

120




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Qur purses remain positive and well bal anced,

i ncludi ng the adding of a $75,000 stake in the current
meet at Col den Gate Fields.

Wil e on-track attendance remai ns chal | enged,
our last winter/spring race neet finished with an overal
al | -source increase in wagering handl e over two and a hal f
percent; one of the fewrace neets in California to have
an increase in overall handle this year, with a gradual
Increase in field size of just over one percent.

This neet with the Breeders' Cup this year is
al so projecting a handl e increase currently.

At the beginning of this year, CGolden Gate
Fields installed a new LED hi ghway marquee sign. 1In
March, we | aunched a new hi gh-definition tel evision
broadcast, including a recently added HD robotic rai
canmera in the paddock.

By Decenber, we'll have increased our
hor se-stabling capacity to 1500 by adding 69 new stalls to
our barn area.

Earlier this year, Golden Gate Fields and
The Stronach G oup donated several acres of land to the
East Bay Regional Park District for the construction of
the Bay Trail; that when finished, wll link the
communi ti es of Al bany and Berkeley for the Bay Side Trai

across CGolden Gate Fields property.
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1 We | ook forward to the turf racing on

2 Decenber 26th through the new year.

3 The course was recently renovated in Septenber.
4 | W continue to inprove our Tapeta synthetic racing

5 surface. Just this past Monday, we conpleted a seasonal

6 renovation, adding fibers and a wnterizing polyner to the

7 track before the rainy season begins.

8 | thank the Race Dates Comm ttee and nenbers of
9 the Board for their help in resolving the 2017 Northern
10 California racing calendar. Wth the approved racing

11 cal endar, we respectfully request that the Board approve

12 our application for the winter/spring race neet. W | ook

13 forward to having anot her successful season in 2017 at
14 CGol den Gate Fi el ds.

15 CHAI RVAN W NNER:  Thank you, Cal

16 Qovi ously a nunber of simlar itens that were
17 m ssing fromthe Santa Anita |license application are

18 m ssing fromyour -- the Golden Gate, plus there are a
19 couple of others, the fire clearance and the photo

20 | agreenents are still outstanding.

21 | assune the sane answers apply for all the
22 ot her ones?

23 MR, DARUTY: Sorry. \What was the [ ast contract
24 | you nentioned?

25 EXECUTI VE DI RECTOR BAEDEKER:  Photo finish
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1 agreenent is expiring.
2 MR. RAINEY: Yeah. That agreenent will be
3| signed in Decenber and -- because it expires at the end of
4 Decenber.
5 CHAI RVAN W NNER:  Expires the end of Decenber;
6 correct.
7 MR, RAINEY: Yes.
8 COWMWM SSI ONER CHOPER: |s that because they won't
9 do it before then, is that it? They're just slow?
10 MR, RAINEY: No. |It's just a timng issue.
11 | That's when the contract --
12 COWMM SSI ONER CHOPER: That's when they do it?
13 MR RAINEY: That's when it expires and they
14 | send us a new one and we re-up it.
15 COMM SSI ONER CHOPER: Can | ask one question
16 | about the turf course?
17 MR, RAINEY: Yes.
18 COW SSI ONER CHOPER:  You know, you have a | ot
19 of racing there. And it seens to ne -- | may be w ong.
20| You correct nme if I"'mwong -- that towards the end of the
21 | ast nmeet, there was a reduction in the nunber of turf
22 | races.
23 MR, RAINEY: Yes.
24 COMWM SSI ONER CHOPER:  Are you -- | take it
25| you're trying, and | just wonder how successful it |ooks,
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to keep the turf that's used wth that kind of frequency
usabl e.

MR, RAINEY: Well, | think it's a simlar
situation to what Santa Anita is in.

COW SSI ONER CHOPER:  Yeah. Right.

MR, RAINEY: It's a hundred-day neet. It's a
| ong neet.

COW SSIONER CHOPER:  It's a different climte
and everything. | nean, that --

MR. RAINEY: Right. However, we do try to race
on it as nuch as we can once we get to that new track in
April. And last year we had a turf festival so we ran
heavily on it as well. It was very successful. W cane
to the end of the neet, and -- all the way up to the |ast
day, and the jockeys conpl ained about it. W felt it was
safe. They felt it wasn't. So that's why we had to take
It off that day.

But also --

COW SSI ONER CHOPER:  But | thought there was a
general reduction. AmI| wong about that?

MR RAINEY: No. No. W actually had probably
nore turf races last neet than the previous one. However,
It was worn pretty heavily by the end of the neet.

And | think that's why in April we preferred the

t hree-day schedul e for those two weeks that will reduce a
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little bit of the turf wear so that we can continue al
the way to the end of the neet with it.

CHAI RMAN WNNER: Can we talk a little bit about
the stabl e accommbdati ons and what your position is now
Wi th respect to stabling and the neet?

MR, DARUTY: Scott Daruty. |[I'll address that.

So we -- as Cal nentioned, we have already
constructed additional stalls at Golden Gate Fields and
nore are going in right now, such that wwthin the next few
weeks, we wll be at 1500 stalls avail able at CGol den Gate
Fi el ds.

Based on, you know, every projection we can | ook
at and cone up with for expected horse population for this
neet, as well as |ooking back at historic horse
popul ati ons over the |ast couple years for this neet, we
think 1500 is nore than enough to accommodate all the
horses that will be running in our race neet.

W have chosen not to ask to use Pl easanton as
an auxiliary stabling facility. Not as any reflection on
that facility; it's a perfectly fine facility and they do
a very good job running it. [It's sinply that the
econom cs in Northern California now are stuff that, as an
I ndustry, we can't afford the roughly two mllion dollars
it's going to take to keep that facility open year round

next year.

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

125




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

We don't have objections to people being there
and stabling their horses and training there. W're
sinply saying we, Golden Gate Fields, aren't making that
part of our |icense application, and we're not going to
pay for the training and stabling there.

W have had discussions with the TOC and with
ot hers about utilizing Pleasanton starting on May 1st. |If
there is an influx of two-year-olds in Northern California
and perhaps the horse population swells a little bit and
we need nore stables, we are prepared to do that. W're
prepared to do that in the context of an overall stabling
pl an we' ve present ed.

That stabling plan would include Gol den Gate
Fi el ds remai ning open for stabling next sumer at a --
actually a 15 percent discount off of our audited daily
rate, so in sone respects we woul d be subsidizing stabling
there next year in the summer. But we feel that's a
contribution that's worth maki ng because we think it's
very inportant for the industry.

Whet her or not the racing fairs next summer
choose to take us up on our offer remains to be seen,
because ultimately, just like for our neet, it's our
deci sion what stabling facilities we use. Wen it gets to
the fairs next sumer, it's their decision, subject of

course in both instances to this Board's approval rights.
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1 So we've made the offer. W don't know yet

2 | whether they're going to take us up on that or not.

3 | mention next sumrer because our plan to stable
4 horses at Pl easanton starting in May is integrated in with
5| that plan for stabling to remain at Golden Gate Fields

6 next sunmer.

7 We think those two things are |inked because we
8 | think that the noney spent stabling at Pleasanton in My

9 and early June probably would not be well spent if the

10 horses are going to all have to go on a circuit, so to

11 speak, next summer of stabling at Pl easanton, and then

12 Sacranento and then Santa Rosa and novi ng around.

13 So in any event, we've presented an integrated
14 | stabling plan. W' ve had discussions with TOC about it.
15| We've had sone discussions with CARF about it, but there's
16 no agreenent that has been reached yet.

17 Back to the specific question | was asked, just
18 to repeat and nmake sure it's clear, we believe we have

19 enough stabling at Golden Gate Fields to satisfy the
20 requi renents for our neet, and therefore we are not asking
21 to use Pleasanton as an auxiliary training facility.
22 COW SSI ONER CHOPER:  Wbul d you repeat the

23 possibility of using Pleasanton at another tine?

24 MR, DARUTY: Yes. W would --
25 COMM SSI ONER CHOPER:  |Is it dependent on
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t wo- year - ol ds?

MR. DARUTY: Yes. Wat we have had -- as we've
been in these discussions with others in the industry, one
of the issues that has repeatedly conme up is that people
bel i eve the horse population swells in the springtine as
t he two-year-olds cone in.

And so we've said we would be prepared -- if
it's part of an overall year-long stabling plan that makes
sense, then we woul d be prepared to pay for -- Golden Gate
Fi el ds woul d pay for stabling at Pleasanton from May 1
t hrough essentially the opening of the Pleasanton neet,
which is -- they open, | think, the third week of June or
the fourth week of June; so they'd have to be open for
stabling a little bit before then. But we basically --

COMM SSI ONER CHOPER:  Woul d that be conti ngent
on the nunber of two-year-ol ds?

MR DARUTY: It's nore contingent on a rational
year-round stabling plan. So I don't think anybody in the
I ndustry would want to spend the noney for stabling at
Pl easanton starting on May 1st if there weren't going to
be any horses there. So | guess in that regard, it is
conti ngent.

But we're not saying that's a contingency. W
are prepared to commt that we would do it al nost

regardl ess of the nunber of horses, if we have a
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1 year-round stabling plan that nmakes sense.
2 COWM SSI ONER CHOPER:  Well, | hope you'll sit
3 down with the people at Pleasanton. | see M. Hoban is
4 here. | nmean they have to sit down here. It wouldn't be
5 a bad idea, though. But -- and get it noving again, so we
6| get this plan noving. There nay have to be sone
7 contingencies init, | guess. | don't know
8 COW SSI ONER KRI KORI AN Can we maybe ask
9 | soneone from CARF and --
10 CHAl RMVAN WNNER: Alan filled out a card.
11 COMM SSI ONER KRI KORI AN: To give us their
12 opi ni on about the stabling issues?
13 CHAI RMVAN W NNER:  Way don't we take Alan first,
14 | since he's put in the first card, and then if you could --
15 Larry, if you could fill out a card.
16 MR, BALCH. Al an Bal ch, California Thoroughbred
17 Tr ai ners.
18 Vell, this is an extrenely serious situation.
19 You' ve heard ne address this before. W hope we're wong
20 I n our opinion, but our opinion is that Pleasanton is
21 essential to the success of CGolden Gate's own racing.
22 I think you have sone letters -- at |east we've
23 been copied on sone |letters fromour constituents at
24 Pl easanton who feel strongly the sanme way, so |I'm
25 representing their opinions.
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What M. Daruty says as far as horse counts is
correct, in a sense, but you have to realize that the
| icense application pending is for a race neet that begins
at the end of Decenber and continues for six nonths.

Two-year-olds historically would start racing in
April. They can't be ready obviously unless they' re at
Golden Gate Fields itself to get prepared for April
starts.

Openi ng Pl easanton after it's been cl osed for
four or five nonths is -- sounds okay by the nunbers, but
doesn't take the reality into account that horses have to
be prepared, particularly young horses. And young horses
take | onger to prepare, and you need nore of themto be
prepared in order to get a viable supply for racing.

I f Pleasanton is closed, what was said in the
previ ous discussion is correct, that we believe nore
pressure wll be placed on the Southern California
four-party agreenent, which does not contenpl ate
Gal way Downs bei ng open. And despite the added stalls at
Los Alamtos, if horses |locate from Northern to Sout hern
California, we're worried about the total capacity in
Sout hern Cal i forni a.

When you have year-round racing, as we do in
California, this Board has heard ne say many tines that

the tracks are not just approving horses for stabling for
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their neet. Everybody is approving horses for stabling to
prepare for the follow ng neet and so forth.

So this is areally serious problem because the
Northern California dates thensel ves were sonmewhat in
question until yesterday and today. | do think in good
faith there hasn't been an ability to really get everybody
toget her on the year-round stabling plan.

W' ve tal ked very recently with M. Daruty about
keepi ng Pl easanton open on sone kind of a basis that has
been di scussed before this Board before, that if starts
were generated, that stabling would be reinbursed from

that location. But, again, it all cones down to where

does the noney cone fron? Wo's paying for it? There are
I nequities in the previous stabling plan. There are
nonies that are owed to the various parties. [It's conplex
and frustrating.

One final point that I'Il try to nmake clear,
if -- even with the increased capacity at CGol den Gate, if
stalls are -- if roomis nmade available, stalls are nmade

avail able there for two-year-olds, then sone existing
horses have to go.

W believe they're productive horses.
Gol den Gate may differ. But trying to run a race neeting
for six months with 1500 stalls, we question the viability

of that. W worry very nmuch that -- that sone of our
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constituents will nove to other jurisdictions. Should
they do that, just reopening Pleasanton in May wi |l not
necessarily bring them back. W're very worried that once
Pl easanton is closed, if it is closed, that it wll be
very difficult to open it again. And clearly, that would
| npact Gol den Gate, as well as the sumer fairs and we

believe Southern California ultimtely.

COW SSI ONER CHOPER:  Now t hat the schedule for
next summer is set --

MR, BALCH: Correct.

COW SSI ONER CHOPER:  -- | take it you're ready
to sit down as early as tonorrow and get this -- you know,

try to work it out.

Look, I'm not unsynpathetic to the difficulties
that are involved here, but it's gotta be done. And the
sooner that it be done so that people know what's goi ng
on, then the better off we are.

MR, BALCH. W all agree conpletely. | think
everybody agrees. And it's not as though there haven't
been sone sit-downs already.

COW SSI ONER CHOPER:  Good.

MR. BALCH: There have been a |l ot of sit-downs
but it comes down to the funding. And we're in the
position, of course, of not being an actual voting nenber

of these organizations, but we have been included in sone

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

132




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

di scussions and we'd like to be included in nore to really

understand how this is going to go forward. W think it's

I n everybody's best interest. W agree.

COMM SSI ONER CHOPER: For ten years |'ve been
hearing that the trainers are excluded fromcertain
di scussions. | don't understand that.

MR, BALCH. Neither do we.

COW SSI ONER CHOPER: | know you don't either.
They ought to be init. It's just nore efficient.

MR, BALCH. W agree. W do -- we're -- thanks

to this Board --

COWMM SSI ONER CHOPER:  You're sharp that you
agr ee.

MR, BALCH. Thanks to this Board, we're in many
nore di scussions than we were previously but --

COW SSI ONER CHOPER: Well, I1'd like to see a
| ist of what discussions you' re not included in that you
ought to be included in.

MR, BALCH. Well, obviously we don't know until
after the fact when we hear about it. But to be fair,
since we -- since our organization, by law, is not
enabl ed --

COMM SSI ONER CHOPER: | know. | know.

MR, BALCH. -- per the opinion of this Board, to

have a financial interest in these things --
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1 COMM SSI ONER CHOPER:  Yeah, yeah, yeah
2 MR, BALCH. =-- then clearly it nmakes sense for
3 us to be --
4 CHAI RVAN W NNER:  How many horses are currently
5| at Pleasanton?
6 MR, BALCH. | don't know about currently.
7 CHAI RVAN W NNER:  Joe, do you know?
8 MR. MORRI S: | do. Joe Morris, Golden Gate.
9 At the end of Cctober, there was 280-i sh.
10 CHAI RMVAN W NNER:  How many are there now?
11 MR MORRIS: W'Ill count again at the end of
12 Novenber. We count themthe nonth --
13 COWM SSI ONER AUERBACH: 280, did you say?
14 MR MORRI'S: 280, yeah
15 W -- and if you go back --
16 CHAI RVAN W NNER:  How nuch is it costing a day?
17 MR MORRIS: 7100 a day.
18 And if you go back to Cctober of '15, forward,
19 | there's never been a nonth in that period where we've ever
20| even really cone close to 1500 horses between the two of
21| them There's 1380 between CGol den Gate and Pl easanton in
22 October. That will drop to probably 1350 i n Novenber.
23 That drops to probably 1270 in --
24 COWM SSI ONER AUERBACH: That's a conbi ned
25 nunber ?
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1 MR. MORRI'S: That's conbi ned.

2 1270 in January. And then in February it starts
3 to creep up. 1300 in February, 1340 or -50 in March, and
4 | then you get close to 1400 at the end of April, and

5| that's, you know, when we're tal king about having

6 Pl easant on open again on May 1st.

7 CHAI RVAN WNNER: So we could actually -- we

8| could -- assum ng that these nunbers are agreed to by the
9| various parties, we could revisit -- what we woul d be

10 | doing is agreeing to a license or approving a |license

11 whi ch includes stabling, because that's a part of the

12 | icense application. W could do that and then revisit
13 t he nunber of horses at a |later date, say, in March or

14 April, could we not?

15 MR MORRI'S: Yes.

16 CHAI RMVAN WNNER: M. Balch --

17 MR. BALCH. M. Chairman, let ne just add one
18 | thing. Because let's renenber, as we've di scussed many
19 | times, that there are nunbers of stalls and then there are
20 | a nunber of horses.
21 CHAI RMAN W NNER:  Yes.
22 MR, BALCH. The nunber of stalls -- if you have
23 1500 stalls, you don't necessarily have 1500 horses. You
24 have ponies. You have et cetera, et cetera. Ckay.
25 CHAIl RMVAN W NNER:  Yeah. W understand that.
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1 MR. BALCH. Thank you.
2 CHAl RMVAN W NNER: We have di scussed that a | ot

3 of tinmes and we all agree.

4 M. Swartzl ander.

5 MR SWARTZLANDER: Larry Swart zl ander, CARF.

6 Yes. W did have a neeting yesterday.

7 The plan that M. Daruty put forward is -- you

8 know, it's reasonable. W need to npbve in that direction.
9 But here's the coment | made back to it. The |ast seven
10 | years we've been battling vanning and stabling in the

11 North, trying to accommpdate the deficits.

12 Unfortunately we've created an architecture in
13 | the North where Pl easanton and Gol den Gate, we take care
14 | of weanlings, yearlings, two-year-olds, |ay-ups, al

15 bet ween Pl easanton and CGol den Gate. And there has been
16 | criticismby the Vanning and Stabling Conm ttee because it
17 was made for racing horses only. But we've created it.

18 So now we have to dismantle it. M concern is
19| that for the last year and a half, we've been having the
20 horsenen sitting on the edge of a cliff. Are you going to
21 | eave tonmorrow? Are you going to stay tonorrow?

22 Al right. W created sonething. W gotta

23 | correct it.

24 The proposal | threw back was let's do simlar

25| to what Southern California did, raise it 2 percent,
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1 bal ance it for this year, and put a plan together early in
2 2017 to get to where we want to go.

3 And basically CARF, we're standing behind TOC
4 | and CGolden Gate. W want what's best for racing.

5 COMM SSI ONER AUERBACH: Can | ask a question?
6 CHAIl RMVAN W NNER: Pl ease.

7 COW SSI ONER AUERBACH: | got a m xed nessage
8| there. 1 -- and | don't want to -- | don't want to

9 m squote you, Larry, so correct ne if | didn't hear.

10 You said that you created a culture where you

11 have weanl i ngs?

12 MR, SWARTZLANDER: | just threw that in there.

13 COW SSI ONER AUERBACH: No. But | think you

14 | actually spoke the truth where you have weanlings and

15| yearlings. And | just wanted to share --

16 CHAI RMVAN W NNER:  And | ay- ups.

17 COW SSI ONER AUERBACH: Huh? Lay-ups. All the

18 | things that really don't belong at the racetrack we've

19 been paying for is what we're saying. W created --

20 MR, SWARTZLANDER: Ri ght.

21 COW SSI ONER AUERBACH:  -- a culture that we've

22 been paying for.

23 W had a simlar situation down South when --

24 unfortunately when Ponona was open, we had that, too, and

25 there was a huge outcry froma | ot of people when Ponona
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was closed. And it was closed not because we don't |ove
Ponmona, because we all did, but because we couldn't afford
it.

And if | amlistening correctly to the proposa
by Golden Gate, it isn't that they don't |ove Pl easanton.
It's because we can't afford it at this point.

If the nunbers that Joe is giving us are
correct, it supports that they -- that what they're asking
for is reasonable, and you can't ease your way into these
situations. You just have to do them

So am | m ssing sonething?

MR, SWARTZLANDER: No. M. Mrris's points are

accurate. This has been going on -- this is not
nothing -- they haven't just |ost noney this year or |ast
year .

COW SSI ONER AUERBACH: No, no, no. This has
been going on a long tine. But we've never had such a
small inventory. | nean, the foal crops have been down
for so long now and it's caught up with us, and our

I nventory concerns are genuine. W are really short of

horses. | get it. So we shouldn't be paying for phantom
horses. That -- we can't afford it.

CHAl RMAN WNNER:  It's not -- it's -- to ne, |
mean, first of all, population is down. W all know that.

Nunmber two, they've increased the nunber --
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1 they' ve increased capacity. So you got increased capacity

2 at CGol den Gate and decreased inventory --

3 COW SSI| ONER AUERBACH: How much do they --

4 CHAI RMAN WNNER: -- and basically what they're
5 saying, as | understand it, which | think we all agree is

6 not unreasonable, is we shouldn't be paying for sonething

7 we don't need.

8 COW SSI ONER AUERBACH: At this tinme.
9 CHAIRVAN WNNER:  It's not really a question of
10 not being profitable. It's a question of why are we

11 | paying for sonething --

12 COWMM SSI ONER AUERBACH: W don't need.

13 CHAI RMVAN W NNER: -- we don't need?

14 COWMM SSI ONER AUERBACH: How nuch - -

15 CHAI RMVAN W NNER:  Then the question becones do

16 | they need it or not? And that's what we're discussing.

17 COW SSI ONER AUERBACH:  How nmuch have you
18 I ncreased your capacity? Wat was it and what is it now?
19 MR MORRIS: It was 1431, and within three weeks

20 it will be 1500. It's 1455 now. W've got 24 new stalls

21 built and we're building 45 right now as we speak. So it

22 will be 1500. Al 12-by-12 stalls and, you know, all tack

23 roons and the whol e works.
24 MR, SWARTZLANDER: My last point is what we've

25| created at North, too, is we don't have any facilities.
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1| Al these lay-up facilities outside of Pleasanton and

2 Col den Gate have gone away.

3 COW SSI ONER KRI KORI AN: But that's not --

4 CHAI RVAN WNNER: Larry -- I'msorry. Go ahead,

5 pl ease.

6 COMM SSI ONER KRI KORI AN:  But we're not talking

7 about lay-ups. W're tal king about horses that are ready

8 to run.

9 So here's the question. |f Golden Gate wasn't

10 | avail able, where would you stable your horses?

11 MR, SWARTZLANDER: First choice woul d be

12 Sacranment o, Santa Rosa.

13 COW SSI ONER KRI KORI AN: And how woul d you nove

14 | these horses fromtrack to track? Because they're not

15 going to be running at Sacranento.

16 MR, SWARTZLANDER: Well, it's just simlar to

17 what we do at Pl easanton and CGolden Gate. You just find

18 the dates those facilities would be open, and the owners

19 | and trainers would fit that into their schedule, where

20 | they want to run.

21 COW SSI ONER KRI KORI AN: So how nmany stalls do

22 | you have avail abl e?

23 MR. SWARTZLANDER: We have around 1200 at

24 Sacranento; 660 at Pl easant on.

25 CHAI RMVAN W NNER:  Lay-ups -- | nean, you know,
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it's true that there are -- apparently it's true that
there are | ay-ups where they shouldn't be. And the fact
of the matter is they shouldn't be at Pleasanton and

Col den Gate. There shouldn't be weanlings at Pl easanton
and Gol den Gate. There shouldn't be yearlings at

Pl easant on and CGol den Gate.

And we have to -- the industry has to do a
better job of policing that so that the horses that are
there are the horses that should be there. And maybe
stabling and vanning woul dn't be in such trouble if we
policed a little better.

COW SSI ONER CHOPER: So why aren't we doing
that? You know, it's déja vu all over again.

MR MORRIS: And it is -- it is inproving but it
isn"t still not where it should be.

COW SSI ONER CHOPER: And forgive nme, what are
you doi ng about it?

MR, DARUTY: Well, Scott Daruty.

If I mght address that, though. It's alittle
bit of a chicken-and-egg probl em because up until this
poi nt, we have been paying two mllion dollars a year for
Pl easanton, and so we have had as capacity. So it hasn't
been as critical to weed everybody out.

Now, it wasn't right that the industry was

payi ng but until we said we're going to consolidate to one
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| ocation, it really hasn't been the sanme kind of issue in
the past as it is right now

CHAI RVAN WNNER: But as | think Larry said, or
sonebody said, or Alan, | can't renenber who, we sort of
created this nonster by allowng it to happen. And now we
have to sort of kill the nonster, so to speak. W have to
do sonething --

COW SSI ONER AUERBACH: Put it out of its
nystery.

CHAI RMAN W NNER:  Yeah. W have to do sonething
to change the situation. Population is down. Costs are
up. And we need to solve the problem | think everybody
agrees on what the problemis. And | think everybody
wants to solve the problem So now we just have to find a
way to do it that nmakes sense.

MR, RAINEY: Cal Rainey at CGol den Gate Fi el ds.

| just want to say that since Bay Meadows cl osed
i n 2008, and since we put our synthetic track in in 2007,
we' ve been open all the way through for nine years
straight as a training facility and racing. | think that
we're the only thoroughbred racing associ ation that has
been open all year long for that period of tine.

And before the dynam c of Bay Meadows cl osi ng,
we used to split, simlar to Holl ywod and Santa Anita, to

where one woul d take one sunmer off and the ot her woul d
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take the other sumrer off. So -- so we had that dynamc
goi ng.

Like | said, we've been there for nine years
straight. W need to have a short period where we could
cl ose our barn area for cleaning and renovation, things
|l i ke that, because it's been a long run. However, we
don't want to | ose the horsenen or displace themfor very
| ong.

CHAIRVAN WNNER:  All right. M. Avioli

MR AVIOLI: Yes. Geg Avioli on behalf of the
TOC.

W' ve been here before, | guess, for nonths and
nonths on this issue. W share the position of the CIT
and in this case CARF that if we don't have the excess or
the extra capacity at Pleasanton, there are going to be
unf or eseen ci rcunstances, and no one knows exactly what
they're going to be.

But we have advocated for an increase in the
stabling and vanning rate to two percent throughout the
year to allow one nore year for an orderly transition

| don't say that just to repeat nyself. You al
know our position. But |I did want to address sonething
that was di scussed earlier and -- in the Santa Anita
|icense. There -- we could negotiate for another thousand

years on this. W have tal ked and we have tal ked and we
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have t al ked.

CGol den Gate's position is they are not going to
open with Pleasanton. And if this Board says that they
have to use them then they're not going to open.

We' ve recommended that they use Pl easanton.
Thi s deci sion nust be decided by this Board. No one el se
can decide this but the CHRB at this point. And | do
bel i eve the sooner you nmake a decision, the better it's
going to be for horsenen who can figure out what their
alternatives are. It's not for a |ack of trying.

As M. Choper -- sonetines you just hit a
deadl ock, and the trainers and the owners are at one side
of this, and Golden Gate's on the other. And, again, you
could give us a whole nother year and we're not going to

change our positions.

So | just wanted to lay it out for you.
COW SSI ONER AUERBACH: | want to ask a
gquestion. It's kind of a |oaded question, but | need the

answer to it.

They're -- Golden Gate's ability, like any
raci ng association's ability, to function requires
I nventory.

MR AVIQOLI:  Yes.

COMM SSI ONER AUERBACH: Do you feel that they

woul d be shortsighted enough to cut off their nose to
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spite their face, that they woul d request the 1500 stalls
that they have and danmage their ability to put a product
on the track, which is how they nmake their noney?

MR AVIOLlI: Let nme flip back to you, if I may.

COW SSI ONER AUERBACH:  Ckay.

MR AVIOLI: | don't find that to be a | oaded
guestion. You' ve asked a | ot harder ones in the past.

COMM SSI ONER AUERBACH:  I'Il work on it.

MR AVIOLI: Most of the nunbers that we -- |
think we agree on is about seven horses a day from
Pl easanton start at Gol den Gate.

COMM SSI ONER AUERBACH:  Seven?

MR AVIQOLI:  Seven.

And the question is what happens to those seven
and what is the value to the handle and ultimately the
purses generated if, say, three or four of those horses
don't start? That's what nobody knows. That's where
reasonabl e peopl e can di sagree.

M. Mrris, who |I have as nmuch respect for than
anybody in the industry, believes they're going to get the
majority of those seven horses, if not all seven.

W tend to take a different view

COW SSI ONER AUERBACH: Ckay. And can you maybe
conpare and contrast it to the closing of Ponbna where

heard t hese exact sane argunents, exactly verbatin?
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1 MR AVIOLI: Unfortunately | cannot 'cause | was
2 not invol ved --

3 COWMM SSI ONER AUERBACH: Maybe M. Bal ch can tel
4 me what happened as a result of that.

5 MR AVIOLI: Ckay. Thank you.

6 MR, DARUTY: Wiile he's taking the podium may I
7 | just make one nat hematical comrent?

8 W' re paying $7100 per day for Pleasanton to be
9 open, at six days a week, so that's over $42,000 we're

10 payi ng to keep Pl easanton open. And we just heard we get
11 seven starts a day for four days of racing, so that's

12 28 starts per week. It's costing us $1,521 in stabling

13 costs for every horse from Pl easanton that runs at

14 CGol den Gate Fiel ds.

15 COW SSI ONER AUERBACH: Per --

16 CHAI RVAN W NNER:  Assumi ng that all seven --

17 COWMM SSI ONER AUERBACH:  Yeah. Assuming they al
18 run.

19 CHAI RMAN W NNER:  None of the seven nove or run.
20 COWM SSI ONER AUERBACH:  Yeah.
21 MR, DARUTY: Yes. But, again, the point being
22 it's not that we don't --
23 CHAI RVAN W NNER:  |' m supporting your --
24 MR, DARUTY: Yeah. Right. [It's not that we
25| don't want the starters. |It's that it's just economcally
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not feasible.

CHAI RMVAN WNNER: Right. That's basically a
wor st - case scenari o.

Al an.

MR BALCH. Al an Bal ch, again, CITT.

First of all, on the Ponpna issue, renenber,
there are sone parallels but there are sone that aren't.

The situation in Southern California had many
nore facilities avail able: Los Alamtos, Gl way,

San Luis Rey Downs. You had synthetic at Hol | ywood t hat
then went away. W had dirt at Santa Anita, dirt at
Ponona. W got dirt back to Santa Anita first.

So it was nore conplicated and a | ot nore
variables in the Santa Anita or Southern California
si tuati on.

In Northern California, we are down to one
synthetic operating track, Golden Gate, with a turf
course, and the only place to train on dirt in
Northern California presently is Pleasanton. The horsenen
there continually nake that argunent to ne.

The second thing I'd like to reinforce -- |
don't think I was articulate about it before, naybe didn't
even say it -- when you're considering inventory nunbers,
remenber, the inventory, say, of 1500 horses today, it

m ght be 1500 horses tonorrow, but it won't be the sane
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1500 because horses are constantly shipping in and out.
Horses that can't succeed on any circuit, Northern or
Southern California, the horsenen nake an attenpt to

repl ace those horses with nore viable horses, horses that
are likely to be nore successful, in their opinion.

You have several owners on the Board. You know
that there are lay-ups and there are lay-ups. There are
mnor injuries and there are major injuries. Al those
t hi ngs that you know about fit into what is the total
capacity.

If Pleasanton closes, the total capacity in
Northern California for a period of many nonths, maybe six
nont hs, at |east five nonths, probably, wll be 1500
horses. That is, you know, very, very high risk, we
believe. And we believe puts nore pressure on
Sout hern California, which also has constricted -- nore
constricted stabling now than ever before. But |I nade
t hat point before.

Anyway, we understand. W understand how
difficult the financial situation is. But | just want to
Inpress it's not just nunbers. It's the way horses work
and which horses are in those nunbers at different tines
of year.

CHAI RMAN W NNER: Al an, a coupl e of quick

things, if | may.
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Nunmber one, if a trainer chooses not to train at
Gol den Gate and chooses to train at Pleasanton, they can
do that; correct? | nean, it's a question of who's paying
for it; right?

| mean, our job here, as | understand it, when
we grant the license, we have to assure that there is
enough stabling available for that neet to succeed.

That's our role.

It isn't our role to evaluate whether the
conditions at CGolden Gate neet the needs of certain
trainers where Pl easanton prefer to stay at Pl easanton.
That's not what our role is.

MR, BALCH. Yes. | understand your point.

CHAI RMAN WNNER: And it's inportant to
understand, but it really is not our role to say, "Wll,
you have a lot of trainers who prefer to train at
Pl easanton and not at CGol den Gate, and therefore Gol den
Gate ought to pay stabling and vanning, or whatever it is,
two million dollars in order to accommodate that.

MR, BALCH. Yes. | understand --

CHAI RVAN W NNER:  That's not our role.

MR, BALCH. | understand that. And | understand
that we al so have a unique situation in California wth
one operator, North and South, who controls the cal endar.

So, again, we would like to be in the
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di scussi ons of how we could arrange for an overall picture
that would work better for them and for us.

Qovi ously, Comm ssi oner Auerbach raised a
guestion, why would Golden Gate do anything that's not in
Its interest?

So of course we believe that they believe it's
In their interest. But our worry is that if it turns out
not to be inits interest, and we |ose significant horse
popul ation to other jurisdictions, just by opening
Pl easant on agai n or taking another step, horsenen don't
return. That's where the risk is here.

But, granted, they are doing -- they are naking
the recommendation. They're nmaking it in good faith. |
think | referred to it in ny earlier remarks. | think the
safer thing to do would be to work out a way for there to
be a cooperation on Pleasanton so the horses starting from
Pl easant on woul d bear part of that cost. But that's a
negoti ation that needs to take place with TOC, as well as
the Racing Association, and their unfunded liabilities in
the past which are a big part of this problem

CHAI RVAN W NNER:  What do you think, Alan, about
the idea of -- if we accept the prem se that for now --
1500 stalls or not, but we agree to revisit it in March or
April, depending on what the horse popul ation, especially

the two-year-olds, |ooks |ike at that tinme, and
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1 re-evaluate it?
2 MR. BALCH. W certainly would be -- would
3| welcone that. | nean, we -- you know what we woul d |ike
4 | you to do.
5 But any -- any kind of encouragenent by this
6 Board to keep the dial ogue going, and | hope sone of what
7 |"ve said registers wth the managenent of the
8 | associations here. | think | heard that it registers with
9 CARF because we're trying to keep a viable horse
10 popul ation in Northern California year round. It's a
11 matter of how we pay for it.
12 So what ever you can brainstormal ong those |ines
13 | woul d be hel pful.
14 COWMM SSI ONER AUERBACH: | think that's a
15 reasonable thing to do, don't you?
16 CHAI RMAN W NNER:  Yeah
17 Any ot her questions?
18 Yes, Jerone.
19 MR. HOBAN. Jerone Hoban, Al aneda County Fair
20 We, | guess, are the |andlord at Pl easanton.
21 And | just want to bring up one point.
22 W don't necessarily have a position, other than
23| we are here to serve the industry at cost. W're not
24 maki ng noney. In fact, we |ose noney every year on
25 st abl i ng.
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COW SSI ONER AUERBACH: So do we.

MR, HOBAN: Yes.

COMM SSI ONER AUERBACH:  We have that in common.

MR, HOBAN. And so we're not necessarily taking
a position on whether we're funded to stay open or not. |
understand the economcs of it. |'ma nmenber of CARF and
we' re wor ki ng through those.

But | do want to say that there's currently an
8- to $900,000 deficit by the end of the year in this
account. There is a nmechanismof increasing it to
two percent to take care of that deficit.

And what ever the wi sh of the Board nay be,
just woul d request that we nake sure that the generation
into the fund continues until the deficit is paid off.
O herwise, | believe there is going to be a |l egal nmatter
because the legislation is not overly clear on how to deal
with the deficit, only on howto deal with it noving
forward

And then | would also just add to the m x that
for the benefit of the industry, we stable at $7100 a day.
And obviously CARF racing fairs are going to have concerns
about the $16,900 a day that Col den Gate requests. They
are tal king about a discount to that for the livelihood of
racing, and | appreciate that. | only heard this

yesterday for a three-m nute neeting that we had.
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So with that said, | just want to nake sure that
we're taking care of the deficit before anybody is opting
out of the generation conponent of this fund.

And | know M. Daruty wll have sonme comments.
But, quite frankly, I haven't been involved in enough
neetings or invited to enough neetings to understand the
actual position. M. Daruty was articul ating sonething
yesterday verbally over in the chairs there for a nonent.
W haven't seen anything in witing. | don't understand
how this will work. But I'mcertainly open to continuing
t he di scussi ons.

So that's nore ny statenent as the |andlord of
the facility. W are here to serve the industry. And |
understand there could be a desire to reopen Pleasanton in
April, May. | just also want to nention the startup and
t he shutdown cost of doing this is not going to be at the
$7100 a day. That's -- it's going to change the dynam cs
of what this is going to cost us as the industry.

So that said -- and | do wel cone Scott to give
sonme clarity because | don't understand how it all works.

COW SSI ONER AUERBACH: So maybe before Scott
responds to you, because | think those are very valid
poi nts, maybe for that -- assuming that we go ahead with
this matter that we tal ked about, maybe when that neeting

cones up, you will be prepared to | et us know what that
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1 nunmber woul d | ook |ike for reopening. That m ght be

sone

2 homewor k t hat you want to get done for us. That would be

3 useful, | think.

4 Scott?

5 MR. DARUTY: Yes. Scott Daruty.

6 So to be clear, | think everybody is, the issue

7 before this Board today is whether we woul d have
8| sufficient stabling to run a race neet w thout using

9 Pl easanton. That's the question before you.

10 VWhat M. Hoban was referring to is a different
11 I ssue, which | don't believe is before you today, perhaps
12 soneday it wll be or perhaps it may be before a court

13 | sonmeday because | think there's different interpretations

14 as to what the | aw neans. But that issue is that --

' m

15 trying to figure out howto articulate it nost clearly.

16 If you -- if you look at the stabling and

17 vanni ng fund bal ance, when Gol den Gate closed its neet in

18 June of this year, so four or five nonths ago, whatever

19 | that was, the balance was zero. Essentially zero.

20 kay. So there was a little bit of surplus.

21 Sorry. Little bit nore noney than we had liabilities.

22 Then the fair season started. And the fairs

23 | were using Golden Gate Fields for stabling, and they

wer e

24 usi ng Pl easanton for stabling, and that was costing a | ot

25 of noney. And that generated a paynent obligation which
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far exceeded the amount of noney that CARF was creating to
pay for stabling.

Then you got to our fall neet, and we were
before you for our fall neet application a couple nonths
ago, asking not to use Pleasanton, and for reasons beyond
our control, we were sort of forced into using Pleasanton
for stabling for last -- you know, starting in Cctober,
and then Novenber and Decenber. So that created
addi ti onal expense.

During that period of tine, QOctober, Novenber,
Decenber, CGolden Gate is also generating noney to pay to
stabl i ng and vanni ng.

The sumtotal of it all is whereas in June, we
had a surplus. At the end of Decenber, there's going to
be an $800, 000 deficit. Again, the deficit created in the
sumertime when the fairs were using nore noney than they
wer e generati ng.

Now, what M. Hoban was suggesting to this Board
Is that Golden Gate pay all that deficit; that Golden Gate
pay for the summer fair stabling |ast sunmer. And they're
suggesting that using different words. What they're
saying is don't let Golden Gate opt out of the Stabling
and Vanni ng Fund until, you know, sonetinme in March or
April, after their neet has generated enough noney to pay

of f the $800, 000.
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We're certainly wwlling to pay our share of that
deficit but we don't think it's appropriate -- and, by the
way, our share, if you | ook at the generation versus the
use, would be zero, but we're willing to pay a pro-rata
share of it, but we're not willing to pay all of it.
Because, again, what that neans is we essentially paid for
the summer stabling last sumer while the fairs were
runni ng.

COW SSI ONER KRI KORI AN: Wl |, let nme ask you a
guestion. On a trailing 12-nonth basis, what woul d that
nunber be?

MR, DARUTY: It's a very good question. It
| ooks the sane every year

Gol den Gate creates a surplus because it
generates nore noney than it spends on stabling. So we
build up a surplus. Then the fairs cone for their sunmer
neets. It drops off a cliff and there's a | ot nore
spendi ng than there is generation, so we build up a big
deficit. Then we get to Golden Gate's neet. W chip away
at the deficit, and actually end up with a little bit of a
sur pl us.

COMM SSI ONER KRI KORI AN kay. So there's
really no downsi de there?

MR DARUTY: |'mnot sure --

COMM SSI ONER KRI KORIAN: Wl |, on a trailing
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12-month basis, it's like -- it's sort of |ike seasonal.
Down sonetinmes. You know, like being in the theater

busi ness. At Christnmastine, we do a | ot of business; in
the sunmmer, you know, we do a |ot of business. But cone
Sept enber and COctober, we're actually |osing noney. So --

MR, DARUTY: And | conpletely agree but you own
t he business the whol e year.

In this case, we own the successful part and
we' re funding the unsuccessful part.

COW SSI ONER KRI KORI AN:  Wel |, the nore busi ness
you do, the nore you're going to contribute to the fund;
right? So are you |ooking at it that way? Because if
you' re doi ng nore business and you're racing nore days,
you're going to contribute nore to the --

MR. DARUTY: Under st ood.

COW SSI ONER KRI KORI AN: Ckay.

MR, DARUTY: And if you |l ook at who generated

the deficit, I think we would have a legitimte position
to say we're not paying any of it. It's all your deficit.
You pay it.

We're not saying that. W're saying --

COWMM SSI ONER KRI KORI AN: You' re not sayi ng you
are.

MR, DARUTY: Yeah. W're saying we'll pay half

and you pay half and let's all nove on. And they want us
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to pay the whol e thing.

But that's an issue for a different day. That's
an issue for a different day.

MR, HOBAN. Just a point of clarity. And I
agree it was well described and we have nore to talk
about, and I"'mglad that we wll.

But the differential between the pricing is what
runs up the bill. Golden Gate Fields auxiliary stable,
when the fairs are running, need to pay $16, 900.

Now, they say that this is an audited nunber.
|'ve never seen that. |'ve never seen a side by side.
I[t's just this nunber.

So out of respect, | think there has to be nore
di scussi on about that. But that is why the cost gets run
up, and then it's blaned that the fairs created this
enornous deficit. [It's because we're paying for both

facilities to be open.

So | don't want -- it's not about an argunent
today. | just want to nmake sure there's clarity.
CHAI RMAN WNNER: | understand. | really do

think it's an argunent or discussion for another day
because it does not relate to what it is that we have to
do in granting this |license, which is whether there are
enough stalls available for this neet to run successfully.

MR, AVI OLI : M. Chairman --
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CHAI RMVAN W NNER:  Yes, M. Avioli.

MR AVIOLI: -- | hate to do this to you, but |
think it does relate in just one aspect: That for this
upcom ng neet that you' re about to |icense Gol den Gate
for, or if you are to license them | believe it would be
appropriate to address the issue under the new | egislation
of their ability or not to opt out of stabling and vanni ng
during this neet.

What |'ve heard M. Daruty say, | believe, is
that they' re agreeing not to opt out, and I'd like himto
confirmthat. But nore inportantly, | believe, under the
| aw t hey can only opt out with the perm ssion of this
Board. So | think that should be addressed as part of
this application.

CHAI RVAN WNNER: Let's ask M. Daruty because
didn't understand that.

Go ahead, M. Daruty.

MR, DARUTY: Yeah. So absolutely we intend to
opt out of the stabling and vanning programafter we have
contri buted enough to pay half of the deficit.

| don't believe -- | nean, ultimately this Board
has a |l ot of discretion on a |lot of things, so don't take
this the wong way. But the way the statute is drafted is
not a matter for Board approval whether or not we opt out.

What is a matter for Board approval is whether or not we
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have sufficient stabling at our own facility. And if you
deci de we do and you grant the license, then we can opt
out. Because at that point, why would we be paying into a
fund to pay for auxiliary stabling when we're not using
any auxiliary stabling?

If we were to stay in the fund and continue to
contri bute noney, again, that would nean we would end up
paying for the stabling that the fairs use in the sunmer.

COMM SSI ONER CHOPER:  You know we're going to
grant the license if it's needed to be. W don't want
raci ng -- because we're arguing about their discussing it
with different points of view W don't want racing to
stop, whether it be at Golden Gate Fields or at the fairs
that are running or at Santa Anita or Del Mar, for that
matter, while we're here.

CHAl RMVAN WNNER: O Los Al am tos.

COW SSI ONER CHOPER:  Pardon nme? O
Los Alamtos. [|I'msorry. | apologize for that.

So ny suggestion is that Golden Gate, TCOC
representative, the CIT at | east have to be there to
listen toit. And if you want to say sonething quickly,
maybe they' Il |et you.

And the fairs, sit down, and you want a deadli ne
or sonmething |ike that -- you know, the sanctions -- the

problemis we got the wong sanctions here, so far as our

Hunti ngton Court Reporters & Transcription, Inc. 160

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016

1 ability to do anything. Wat are we going to do, deny the
2 license and say "So you're not going to have a neet"?

3 We're not going to do that. You know it and we know it.

4 But there are other ways to do it. That's a

5| different issue.

6 Way don't you just get together tonmorrow, and

7 bang it out one way or the another. You know all of you

8 | want the sanme end, the large end. It's only a question of
9 what you gotta pay to get there. It has to be -- if it

10 has to be resolved by a coin flip, that's not a bad idea

11 ei t her.

12 MR AVIOLlI: Comm ssioner, this -- Geg Avioli
13 TOC.

14 The final point, and | think Scott put a good

15| fine point onit, the |legal standard under the new | aw for
16 | their ability to opt out is whether or not this Board

17 determ nes that they have sufficient stabling. So if you
18 | grant this license today and say they have sufficient

19 stabling on their own, then you have al so set the standard
20 | that they can opt out of stabling and vanni ng whenever

21 they choose, without regard to --

22 COWM SSI ONER CHOPER:  Wbul d you repeat that?

23 | want to hear that again.

24 MR AVIQLlI: The legal --
25 COMM SSI ONER CHOPER: Sl ow y.
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MR AVIOLI: -- standard under the new | aw
that's just been passed for a track being able to opt out
Is that the CHRB determ nes they have sufficient stabling;
that they don't need to use auxiliary stabling.

COW SSI ONER CHOPER:  They don't need --

MR AVIOLI: They don't need to -- in this case,
they don't need Pl easanton. They don't need to use
auxiliary stabling, off-site stabling.

COW SSI ONER CHOPER:  Yes.

MR, AVIOLI: Therefore they no | onger have to
pay into the fund.

What Jerone nentioned is right. There was an
oversight, | suppose, in the legislation that does not
address what happens if there is a deficit.

So that as of now, legally, if the Board
determ nes that Gol den Gate can open w t hout Pl easanton,
then legally you' re agreeing that they can opt out w thout
addressing the deficit. | just wanted to be clear on
t hat .

CHAI RMVAN W NNER: But, in fact, could we not do
what | suggested earlier, which actually R ck Baedeker
suggested earlier, which is to grant the |icense on the
assunption that there is enough stalls, but revisit it in
March. What is their -- what then is their ability to opt

out? They could opt out between now and March, but then
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what happens?

MR AVIOLlI: M understanding woul d be that they
could not opt out going forward if you were to hold their
feet to the fire on that.

COW SSI ONER AUERBACH: \What if we got nore
horses and they decided that they would Iike for
Pl easanton to be open? Wy is it an all or nothing? |[|'m
not under standi ng that.

COMM SSI ONER KRI KORI AN: If they opted out -- if

they opted out, what would be the | oss that woul d be

suffered by the --

MR AVIOLI: Well, if right now-- let's just
say tonorrow that the beginning of the neet, they decided
to opt out. Then at the end of this neet there's going to
be about an $800, 000 deficit. | believe roughly $400, 000
iIs owed to themas well. So all that would happen is we

woul d not have any structure for repaying that deficit.
And as Jerone said, there mght be |awsuits, et cetera.

COMM SSI ONER KRI KORI AN But if you continue
with the sanme program you know, on a 12-nonth rolling
basis, it works its way out; correct?

MR AVIOLI: It used to. But wth the increase
in the fees every year now, even under a 12-nonth basis,
you're going to be generating, | think, at |least a

$500, 000 deficit.
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COMM SSI ONER AUERBACH: So as it is left right
now is that the fairs are responsible for half and
Gol den Gate is responsible for half, only because that's
where it's situated.

MR AVIOLI: That's M. Daruty's proposal. And
they've offered to pay off their half.

COW SSI ONER AUERBACH: They have offered to pay
off their half.

MR, AVIOLI: They have offered to stay
contributing to the fund and not opt out until such tine
as they have put enough noney into stabling and vanning to
repay the noney owed Gol den Gate.

COW SSI ONER AUERBACH: Ckay. Got it. Thank
you.

MR AVIOLI: Ckay.

COWMW SSI ONER KRI KORI AN Yeah. But the question
I S what happens after that?

MR AVIQOLI: Exactly.

MR, DARUTY: Well, if | mght -- Scott Daruty.

If I mght address that.

So what happens after that is that Golden Gate
Fi el ds woul d not be a participant in the Stabling and
Vanni ng Fund. We woul d not contribute noney to it, nor
woul d we be using any auxiliary stabling. Wat's left is

the fairs would have to contribute during their race neets
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1 enough noney to pay for the stabling that they need to

2 utilize during their race neets. And as a -- unless they

3| decide they don't need it and you approve it.
4 And what we have said, and | say again on the

5 record here, that next summer, if they choose to use

6 CGol den Gate, because that's they think the best thing, we

7 are prepared to take a 15 percent discount off of our

8| audited daily rate. Those nunbers were audited by the

9| TOC. And the reason why our nunber is so nuch hi gher than

10 Pl easanton' s nunber is because we have a nuch bi gger
11| facility and many nore horses there. So it's really sort
12 of proportional to the size of your facility and the

13 nunber of your horses.

14 So we are trying to be team players here. W're

15 trying to make contributions that we don't think we're
16 legally required to make, such as a 15 percent di scount
17 but we're trying to do that for the betternent of the

18 gane.

19 But, again, the question before this Board is
20| we've heard that the horse population is rangi ng between
21 | about 1200 and 1350 horses in total in Northern

22 California. W have 1500 stalls at Golden Gate -- well,
23| we wll in a couple weeks. The remai nder are under

24 | construction. W think that that is nore than enough

25 because it covers the horse population, wth about a
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10 percent cushion. And we believe our license should be
gr ant ed.

If this Board wants to retain authority -- which
| believe it has anyhow -- but wants to retain authority
to | ook over the course of our neet and conme back and tel
us, "You don't have enough stalls so either, you know,
one, get nore, or two, don't run,"” you always have that
right, and we acknow edge that right, and we'l| abide by
t hat .

CHAI RMAN WNNER: Al right. 1Is there a notion?

COMM SSI ONER AUERBACH: So noved, with your --
wi th your addendum

CHAIl RVAN W NNER:  Ckay.

COW SSI ONER KRI KORI AN: Well, it's been so
| ong, maybe we can repeat -- |I'mnot sure --
CHAI RVAN WNNER: Well, it's to grant the

i cense --

COMM SSI ONER AUERBACH: To grant the awards.

CHAIRVAN WNNER: -- to grant the license with
the sane requirenents that we grant with respect to the
out st andi ng agreenents, the sanctioning issue, that
applied to the Santa Anita |icense.

And additionally, that the Board will revisit
the stall capacity at the March neeting and possi bly again

at the April neeting, depending on what the need is. And
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as Scott pointed out, we really have that right anyway,
but I would |like to put it into the notion so that it's
clear that we intend to do that.

COW SSIONER KRIKORIAN:  So is it the Board's
position, then, that between now and April, they don't
have enough stabling at -- at --

CHAI RVAN WNNER: No. It is the Board's
position --

COMM SSI ONER KRI KORI AN -- at Col den Gate?

CHAI RMAN W NNER: -- that they do between now
and March, that they do have enough stabling.

COW SSI ONER KRI KORI AN:  Ckay. But when you do
that, then they're not any |onger responsible for the
program that exists for funding the stabling.

CHAl RMVAN W NNER:  Well, they would be if we did

COW SSI ONER KRI KORI AN: | don't know what that
nmeans to everybody el se.

EXECUTI VE DI RECTOR BAEDEKER: Well, there woul d
be no cost during that period of time because there is no
auxiliary stabling during that period of tine.

COW SSI ONER AUERBACH: They woul dn't be liable
to fund it.

EXECUTI VE DI RECTOR BAEDEKER: So if in March

this Board determined that their capacity was no | onger
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sufficient for the balance of their neet, then they woul d

have to make arrangenents for auxiliary stabling and they

woul d have to start paying for it.

where the

COW SSI ONER KRI KORI AN: Sois it a situation

Board says you can opt out today but we can nmake

you opt back in tonorrow?

speaki ng,

authority

nmoved and

Ckay.

CHAI RVAN W NNER:  Correct .

EXECUTI VE DI RECTOR BAEDEKER:  Practically
yes.

COW SSI ONER KRI KORI AN: And we have t hat

in the future?

CHAI RVAN W NNER:  Yes.

COW SSI ONER KRI KORI AN: Ckay.

CHAI RMAN WNNER: Al right. 1Is there a second?
COW SSI ONER CHOPER:  Second.

CHAI RMAN W NNER: Okay. The notion has been
seconded.

Conmi ssi oner Auer bach.

COW SSI ONER AUERBACH: | think yes.

CHAI RMAN W NNER:  Chai rman votes yes.
Conmm ssi oner Krikori an.

COW SSI ONER KRI KORI AN: Yes.

COW SSI ONER CHOPER:  Yes.

CHAI RMAN W NNER:  Conmmi ssi oner Choper. Yes.
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1 Have a good neet. W'I|l see you in March but
2 hopefully you' Il have all these agreenents |ong before
3 t hen.
4 MR, DARUTY: Thank you
5 CHAI RVAN W NNER:  Di scussi on and action by the

6 Board on the Application for License to Conduct a

7 Hor seraci ng Meeting of Watch and Wager, LLC at Cal Expo,

8 | commenci ng Decenber 26, 2016 through May 21, 2017."

9 Gent | enen.

10 MR COMNS: Ed Comns, President, Watch and

11 Wager. Hopefully this shouldn't take up so nuch of the

12 Board's ti ne.

13 W are -- as you know, we've started our neet.

14 | We've had five days, and it's early days, but we're very

15 pl eased with the progress.

16 I"mjust going to pass it over to Chris Schick

17| to talk for the application.

18 MR, SCHI CK:  Good norning, Chairman W nner,

19 menbers of the Board. Chris Schick, Watch and Wager

20 Yes, as Ed nentioned, our fall neet is underway.

21 | We've had five nights so far. Everything is |ooking good.

22 Qur handle is up. W had a big night a couple weeks ago

23 | where we had an $86,000 Pick 4 pool, with a $75, 000
24 | guaranty. So that was kind of a nice night for us.

25 Qur horse population is | ooking good.
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1 Currently, we're -- we drew 24 races for this weekend,

2| with an 8.1 field size so that's | ooking good. W've got
3 | some nore horsenen on the way.

4 | just want to briefly update the Board on

5 sonet hing that we've been working on that we nentioned to
6| you last tinme about our kind of synergy. W' ve been

7| working wth the M nnesota horsenen.

8 As you probably know, a vast majority of our

9 California horsenen race in the sunmer in Running Aces in
10 M nnesota. And over the past two years, Ben and | have

11 been -- nmet with the racing conmssion there in M nnesot a.
12| W net with the staff at Running Aces. And we' ve been

13 runni ng -- working on synergies that we had together to

14 I nprove both circuits, quite frankly.

15 And we've got sone concrete things that are done
16 | and sone things that are in the hopper that | just want to
17 briefly update.

18 We've -- we've totally worked out a plan now

19 where we have a seanl ess stabling schedule. Wen we end,
20 | their barn area opens. Wen they end, our barn area
21 opens. Their racing schedul e has now been extended into
22 | the later part of Septenber, which works well for our guys
23 because we open the third week in Cctober. So that part
24 has worked out really well.

25 One other thing in that regard is that we're
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1| working on a bonus plan right now that the M nnesota
2 horsenen are in the process of voting for -- we've already
3 approved it at the California level -- which wll
4 basically give a horse that races the ngjority of their
5| starts in Mnnesota, and then races the majority of their
6| starts in Cal Expo, that we give thema 10 percent w n
7 bonus year round noving forward.
8 W' ve approved that in California, contingent
9 upon them approving it. It looks like they're going to
10 nove forward with a vote on that.
11 We al so have other things on the table with
12 | them
13 W feel that that's -- what we've been working
14 | on is a very inportant part of keeping our circuit here
15 seven nonths a year sustainable; that our horsenen are --
16 have a good place to go, run for good noney, and have
17 I ncentives for a place to run in the sumer. So that's
18 | the briefing on that.
19 Regardi ng our current application, as you can
20 see, it's 39 days, one day |ess than our | ast
21 | wnter/spring neet. That's strictly due to the cal endar
22 | We're opening on Monday the 26th, which normally we don't
23 run Monday but with no racing in California the prior week
24 | eading up to the Christnmas holiday, we really need to get
25 a day of racing in, per se, that week, with our strong
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horse popul ation, which is really at its height in
Decenber. So that accounts for the one | ess day.

Forty-five stake races over the 39 days. W've
noved all of our stakes, backl oaded them begi nning | ast
year, and that was very successful.

So we're pretty optimstic. W've got sone nore
stables that are comng into California that -- tracks
that are closing within the next week or twd. And, you
know, we're sonewhat optim stic about our position right
NOW.

CHAI RMAN W NNER:  Thank you, Chris.

Al'l of the docunents are in?

M5. WAGNER:  Yes.

CHAI RMAN WNNER: Al right. Any questions?

s there a notion to approve?

Commi ssi oner Choper noves. Conm ssi oner
Kri korian seconds.

Commi ssi oner Auer bach, how do you vote?

COW SSI ONER AUERBACH:  Yes.

CHAI RMAN W NNER:  Chai rman votes yes.

Conmm ssi oner Krikorian?

COW SSI ONER KRI KORI AN: Yes.

And t hank you for doing all your honework
bef orehand. W appreciate it.

CHAI RVAN W NNER:  Conmi ssi oner Choper.
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1 COW SSI ONER CHOPER:  Yes.

2 CHAI RMAN WNNER: Al right. Thank you, guys,

3 very, very nmuch. Good job. Keep up the good work, and we

4| wish you a great neet.
5 And the court reporter needs a break so we are
6| going to take another 10-m nute break before we get into

7 the next item

8 (A recess was taken from1:20 p. m

9 to 1:28 p.m)

10 CHAI RMVAN W NNER: Okay. The neeting is

11 reconvened. I1'mgoing to ask -- at this point we have
12 [tems No. 14 through 19, which are ADWIlicensing. |'m

13| going to read themfor the record because it's required,
14 | and then I'mgoing to ask that all of you conme up, bring
15 sone chairs up, and let's do it all together, because

16 | there's going to be a |lot of questions that the Board

17 menbers are going to ask and a |lot of issues that you

18 have.

19 So I'mgoing to ask that all of those applying
20 for an ADWIicense cone forward at this point, and I w |
21 read all of them because | think that's what is, as |

22 sai d, required.

23 So: Discussion and Action by the Board on the
24 | Application for Approval to Conduct Advance Deposit

25 Wagering of NewCo Ventures North America, LLC, dba
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1 NYRA, New Yor k Raci ng Associ ation, or NYRAbets.com for an

2 out-of-state nulti-jurisdictional wagering hub, for a

3 period of up to two years.

4 Item No. 15: Discussion and action by the Board

5 on the Application for Approval to Conduct Advance Deposit

6 | Wagering of Lien Ganes Racing, LLC, for an out-of-state

7 mul ti-jurisdictional wagering hub, for a period of up to

8 two years.

9 I[tem No. 16: Discussion and action by the Board
10 | on the Application for Approval to Conduct Advance Deposit
11 Wagering of Churchill Downs Technology Initiatives
12 Conmpany, dba Twi nSpires.com for an out-of-state
13 mul ti-jurisdictional wagering hub, for a period of up two
14 years.

15 I[tem No. 17: Discussion and action by the Board
16 | on the Application for Approval to Conduct Advance Deposit
17 Wagering of Watch and Wager.Com LLC, for an out-of-state
18 mul ti-jurisdictional wagering hub, for a period of up to
19 | two years.

20 I[tem No. 18: Discussion and action by the Board
21 on the Application for License to Conduct Advance Deposit
22 | \Wagering (ADW of XpressBet, LLC, for a California

23 mul ti-jurisdictional wagering hub, for a period of up to
24 | two years.

25 And Item No. 19: Discussion and action by the
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1 Board on the Application for Approval to Conduct Advance
2 Deposit Wagering of ODS Technol ogies, L.P., dba TVG for
3| an out-of-state multi-jurisdictional wagering hub, for a
4 period of up to two years.
5 So we know what the request is. W know what
6| the issues are. |1'Il open it up for any of you who woul d
7 like to make a statenent; you're welcone to make a
8 | statenent. W have other people who would |ike to speak
9 on this issue from-- | think Roger Licht and
10 | John Val enzuel a from Local 280.
11 But what 1'd like to do is to open it up for any
12 of you to speak who would like to speak before the Board
13 starts raising sone issues and asking sonme questi ons.
14 Who would Iike to start?
15 MR, BLACKWELL: Brad Bl ackwell on behal f of
16 | Twi nSpires.
17 | think the first question for ne, and | don't
18 know i f this applies across the Board, is just to clarify
19 what the issues are. Certainly |I've been here all day and
20 heard sonme -- references to sonme issues, but I'mnot quite
21 sure what the issues are right now with our |icenses.
22 CHAI RVAN W NNER: Okay. We'll get to that and
23| we'll tell you in a second what -- | nean, each nenber may
24 have sone questions, staff may have sone questions. But
25| we'll get to that.
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Anybody el se?

Ckay.

Madel i ne, shall we start wth you?

COWM SSI ONER AUERBACH: Wy not .

| want to apol ogi ze that you all had to sit
through a ot of stuff that we have to sit through. |
know it's been a |long day, and can't be helped. But |I'm
glad you're here, and | appreciate the tine that you're
spending. | know how difficult it is.

The concern | think that | have, and |'m sure
sone of ny fell ow Board nenbers have, is about the
geol ocation issue, which you are all famliar with, and
you all know exactly what |'mtal king about.

And we had a di scussion before, and | don't
remenber which neeting it was, and | anticipated that you
woul d cone back and tell us what you found out, what the
nunbers represent, what they are, and where they are, and
where the noney is. And so I'mgoing to ask all of you,
have you done that? Do you know what the California
handl e is all about here in this state?

Everybody is | ooking at ne blankly. | probably
didn't express that correctly enough but | think you know
what |"'mdriving at. Don't | ook confused. You know darn
good and well what |'mtalking about.

CHAI RVAN W NNER: Who would like to answer that?
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1 Any of you?

2 COWM SSI ONER AUERBACH: None of the above.

3 MR, BLACKWELL: Well, again, Brad Blackwell, on
4 behal f of Tw nSpires.

5 This particular question is the first that |'ve
6 heard of it.

7 COW SSI ONER AUERBACH: | don't believe that's
8 | so because | believe -- not to argue with you, but I

9 bel i eve you were at the neeting where this issue first

10 | canme up. You flewin from Kentucky. You were here at the
11 neeting. And we said we really wanted to address the

12 I ssue of people who were ganbling in California, and they
13| were at the racetrack, and we were getting what we

14 | considered to be the correct percentage on their wagers.
15 MR, BLACKWELL: From -- again, Brad Bl ackwel | on
16 behal f of Tw nSpires.

17 From ny perspective, what | was under the

18 | npressi on was happening was this Board approved a draft
19 regul ation. That regulation would be submtted to the
20 Ofice of Adm nistrative Law, would ultimately be
21 I ntroduced for public coment, and at that tinme we would
22 be able to express sone of our concerns and issues with
23 the regul ation, and that regulation would follow the
24 proper process under the California APA

25 COW SSI ONER AUERBACH: Has that not gone out
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for 45-day public comrent?

EXECUTI VE DI RECTOR BAEDEKER: It was approved by
the Board | ast nonth and we have to go through all of our
paperwork - -

COMM SSI ONER AUERBACH:  Ckay.

EXECUTI VE DI RECTOR BAEDEKER: -- before the --

COMM SSI ONER AUERBACH: My apol ogies. | thought
It had gone out already. Gkay. Thank you.

EXECUTI VE DI RECTOR BAEDEKER: \What's the ETA on
that, Phil?

MR LAIRD: W're hoping by the end of the year
it will be 45 days.

COMM SSI ONER AUERBACH: Ckay. So we know this
is comng down the line. So we would -- | would have
expected to see it addressed in your |icensing
applications because these are for two years. So this is
com ng down the pike, and ny concern is do we just need to
put something in our regulation to grant |icenses which
woul d address this issue that we know is going to happen?

MR. BLACKWELL: Brad Bl ackwel|l on behal f of
Twi nSpires. Again, | think it's --

COW SS|I ONER AUERBACH: | think I know you now,
Br ad.

MR, BLACKWELL: Ckay. | guess until someone

el se speaks, you know who | am

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

178



CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| think it would be premature to address it at
this point because, again, | think the regulation has to
go through the California APA process to receive public
coment, to go back to OAL, and ultimately be approved
before there is a requirenent on behalf of any licensee.

And | think there's two things really, in ny
opinion, that are relevant here.

One, any attenpt to require that regul ati on now
or to force followng that regul ation before it's actually
approved woul d be an underground regul ati on, which is
| egal |y voi d.

Second of all, I think that when any |icense
that you receive is subject to following all |aws and
regul ations that that license is subject to. So if and
when that regulation is approved and becones final, then
you don't have to have a specific requirenent or condition
on a license. That is a part of the | aw and regul ati ons
that the license follows, and so we would have to foll ow
that again when it is actually final and approved.

EXECUTI VE DI RECTOR BAEDEKER:  Brad, | think what
Conmmi ssi oner Auerbach is referring to, and you may not
have been aware of the conversations that have taken pl ace
before the Board, either in commttee or before the full
Board, is that, yes, you're right, we're going down this

regul atory path and there's a process there and we'l|
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conti nue down the path.

But there was a parallel effort being nade, at
| east the Board was given that inpression, to incorporate
an agreenent into this licensing process that would call
for sone kind of revenue split based on an estimte of how
much of the wagering was actually taking place on track.

So, you know -- and if everybody was -- had done
that and everybody was |iving happily ever after, then
per haps the regul ati on woul dn't be necessary.

So --

COW SSI ONER AUERBACH. And | guess that's --

EXECUTI VE DI RECTOR BAEDEKER: And | know t hat
there's been conversati ons between TVG and the owners
about it, but |I'mguessing that not everybody el se has
been a part of it so we understand the distinction.

CHAI RMAN WNNER: | think the point -- obviously
t he poi nt Comm ssi oner Auerbach raised is an inportant one
to us, and the point that M. Baedeker has nmade is that
our question, at least at this stage, is what have you
done with respect to this issue, outside of the process of
the regul ation? Have you had conversations wth TOC?
Have you had conversations with anybody? And what is your
current attitude wth respect to this particular issue?

Go ahead.

MR. H NDMAN: John H ndnman.
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We have had conversations with people about this
issue. It is a comercial issue, in our view. It's a
commercial issue probably nore than it is a regul atory
I ssue, particularly in light of how Section 19604 worKks,
which is very clear, that econom cs are set by agreenents
anongst the parties.

And | think M. Daruty laid out how those
agreenents work very well, and M. Avioli agreed with how
t hose agreenents work when they spoke earlier today.

But those agreenents aren't conditions of
licensing. They're required agreenents in order to take
certain bets, but it's definitely -- granting of the
license is spelled out specifically individually in the
st at ut es.

So we have had those conversations. W wll
continue those conversations. | think it's inportant for
peopl e to understand that no one entity or person can do
this; that nmany stakehol ders need to be invol ved because
It involves all those agreenents that were referenced by
M. Daruty and M. Avioli beforehand, which are nunerous.

So that's, from our perspective, where things
are. And | think we've had a consistent view throughout
this process that this is a comercial issue rather than a
regul atory one.

COMM SSI ONER AUERBACH:  Wbul d you pl ease explain
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to ne what you nean by a commercial issue as opposed to a
regul atory one, please?

MR H NDVAN:  Sure.

Commercial issue is there are agreenents
requi red under the law. There's a hub agreenent and
there's content agreenents with racetracks, and everybody
has their rights and obligations outlined under that |aw
People can try to negoti ate whatever they want under those
agreenents, and there are a | ot of existing agreenents
that are already in place.

So, you know, that's the way that the system was
created. That's the way the system works.

There are also lots of issues in terns of the
way that your current rules work and the current statute
wor ks, which both require that all nonies be reported and
distributed on the basis of sonebody's residence address.
And that's what the statute says, not just -- not just the
rul es.

So we're tal king about sonething different here.
It's a conplicated issue. W have -- | said -- | think
we've said to everybody throughout this process, we've
been open to engaging in conversations. W certainly
have. But we haven't reached a resolution to those
conversations yet. And --

COWM SSI ONER AUERBACH: VWhat | hear is a | ot of
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1| talk. What | see is no action. You're open to

2 conversations, and the handl e keeps goi ng and we keep

3 | osing noney. You're open to conversations as long it

4| works well for you. You're open to conversations that

5 don't seemto be going anywhere. And you're up for a

6 license, and this is our opportunity to address our

7 concerns with you

8 And | would like to hear sonmething nore concrete
9 than what |'mhearing. What |I'mhearing is let's just

10 keep tal king about it and let's wait '"til the regulatory
11 stuff in California catches up, and it takes forever. And
12 meanwhi | e our clock keeps ticking. And your profits are
13 | continuing and ours are goi ng down.

14 And this is our concern. And our job is to

15 protect racing. And this is what | amtrying to do, along
16 with ny fell ow comm ssioners, to see what we can do to

17 stop sone of this bleeding in our industry.

18 And we think that the original way that ADW

19 started and all of our inability to foresee the future,
20| and to see where we are now, was sonething that years ago
21 | when those started, none of us could see, well, we are
22 where we are, and we know that we have to nmake adjustnents
23 and we have to cone together to figure out what's fair,
24 not only to us, but to you.

25 And that's what we're trying to do and we're
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1 trying to get your help to cone up with nunbers that make
2 sense and ways of addressing it that nake sense, and |

3 don't see that.

4 What | see is -- is the ADWis being perfectly
5 happy where you are, and we'll just sit and wait. And
6| what we're telling you is we're not willing to sit and

7 wait anynore.

8 MR, H NDVAN:. | appreciate your thoughts.
9 The one -- couple of things that | -- | would
10 | just submt is -- is this perception that wagering is

11 goi ng one way and not the other --

12 COWMM SSI ONER AUERBACH:  Perception?

13 MR, HI NDMAN: | can only tal k about our conpany.
14 Qur conpany has not grown in California in 2016 so if it's
15| going sonewhere --

16 COWMM SSI ONER AUERBACH: How about in '15, '14,
17 13, and '12?

18 MR H NDMAN: It grew to sone extent. But

19 that's -- I'mjust saying that that perception isn't

20 | always true.

21 And the other thing that | would say about it
22 Is --
23 CHAI RVAN W NNER:  Are you profitable in

24 Cal i forni a?

25 COMM SSI ONER AUERBACH: Are you | osing noney
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her e?

CHAI RMVAN W NNER: Are you profitable in
California? |It's a sinple question.

MR, H NDVAN.  We don't break out our revenues by
state. W have a | arge business --

CHAI RVAN WNNER: We would like to -- you have
an obligation to provide to us what your revenue picture
isin California. W don't get it.

COW SSI ONER CHOPER: Do you agree wth that,
that if we asked you for preparation of your financial
statenents, show ng how they are made up of -- or what --
what ever, what the nunbers are in California, you would be
willing today that; is that right?

CHAI RMAN WNNER: | think they're obligated to,
aren't they?

COWM SSI ONER AUERBACH:  Uh- huh.

COW SSI ONER CHOPER:  Pardon ne. | didn't get
your answer.

MR H NDVAN: | would have to | ook at what
our -- | think we're neeting our obligations, but I would
have to --

COW SS|I ONER CHOPER: No, no, no, no. That's
not what |'m asking you.

" masking you if you would produce financi al

statenents that show, as best as sone certified

Hunti ngton Court Reporters & Transcription, Inc. 185

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 accountants wll give us, to reflect your financial
2 result -- as aresult -- in California, out of California?
3 What ever. You know what | nean.
4 MR, H NDVAN. We're a publically traded conpany
5| and our audited financials are shown --
6 COWMM SSI ONER CHOPER:  No. But do they show
7| that?
8 MR, H NDVAN: They don't have it broken out by
9| jurisdiction --
10 COMWM SSI ONER CHOPER:  |I'msorry. | want to nmake
11 nyself very clear
12 COMM SSI ONER KRI KORI AN Can you break it out?
13 MR H NDVAN: | don't know, Conmm ssioner.
14 COW SSI ONER KRI KORI AN: O course you can
15 COW SSI ONER CHOPER: O course you can break it
16 | out. \Whether you want to do so or not, naybe you don't
17 know. But of course you can break it out.
18 Now, | think, in ny judgnent, it's perfectly
19 fair for us, as -- for our responsibility to California
20 racing, to see that. Lots of -- you know, |ots of
21 conversation going on, and that is that the ADW are
22 | taking too nmuch out. Now, nmaybe that's not true. |I'm
23 sure you don't think -- you don't want to say it's true,
24 | do you?
25 MR HI NDVAN: No.
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1 COW SSI ONER CHOPER: No. Ckay.

2 So the question is -- so it's their word agai nst
3 your word, or we can see properly prepared financia

4 | statenments by a certified accounting organi zation that we
5 may even ask for sone hand in talking to. [|'d put that

6| aside for the nmonment. It just occurred to ne. And to

7 make sure that we get an accurate portrayal of how your

8 P and L looks in respect to California, | guess | think

9| that that's arelatively sinple kind of -- kind of

10 request.

11 CHAI RVAN W NNER: Here are our concerns. W

12 have a | ot of concerns. And I'll just kind of run through
13 sone of them Ckay?

14 The associ ation and the horsenen contribute to
15 t he backstretch. They contribute to the Wnners

16 Foundation. The ADW don't.

17 The horsenen and the associations contribute to
18 | the budget of the CHRB. The ADW don't.

19 The horsenen and the -- and the associ ations
20 make voluntary contributions, and sonetines required
21| contributions. The ADW don't.
22 The profits of the ADW, if you look at their
23 share, are greater than either the horsenmen or the
24 | associ ations.

25 The -- we don't see your California nunbers, but
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1 we see a drain and we see profits going to the ADW.

2| Wether or not they're growing profits or not -- our

3 assunption, and you can tell us if we're wong. That's

4| what we're asking for -- our assunption is it's a

5 profitabl e business for you.

6 Qur obligation is to horseracing in California.
7 When -- as was pointed out, | think by

8 Commi ssi oner Auer bach, when the legislation permtting

9| ADW was enacted, there were all kinds of issues involved
10 | at that tinme which don't apply today. There were --

11 certain things were granted to you on a percentage basis
12 | that frankly even in the legislation, even in the

13 di scussion leading up to the legislation, there was an

14 under standi ng of certain things that haven't happened,

15 reductions, et cetera, over tine.

16 There were | abor agreenents. W all know that's
17 a big issue. There were | abor agreenents. You may

18 | disagree with |abor. You nay agree with |abor. W nmay
19 disagree with them But the fact is there are all kinds
20 | of issues involved with | abor.
21 There are -- there is a question of where are
22 | the jobs all going? They're going to Oregon. They're
23 going to North Dakota. They're going here, they're going
24 | there. How about California? How about doi ng sonet hing

25 for California in terns of jobs and call centers,
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1 et cetera, et cetera?
2 So the point is that this Board -- what you're
3 hearing is a frustration on the part of this Board that
4| the ADW are maybe -- when racing is in trouble, everybody

5 acknow edges that racing is in trouble.

6 Certainly in California racing is in troub
7 Qur finances are down. W don't have all the benefit
8 slots, et cetera, that other facilities have, so

9 conpetition nmakes it tough.

10 And if we | ook at the nunbers and say, "Wl
11 you know, you guys are all doing fine. |It's just

12 everybody else in racing that's not doing fine," then
13| viewis let's find out. Let's find out what the fact
14 | are. |If you're not doing fine, if you ve suffering
15 everybody else is, then we want to knowit. And if vy
16 not, then we think it's tine that you began to share.
17 W think it's tine that you cane to use and
18 | said, "W'd |like to participate in hel ping these folk
19 | the backstretch who are living a really hard |ife and

20 having a hard tinme, and you guys aren't doing a damm

e.

s of

our

S

i ke

ou're

s in

t hi ng

21 | for them but everybody else is.”" W'd |like to hear about

22 | that. W'd like to hear about how you want to participate
23 in this industry in California and not just take.
24 So that's our view. And I'll |et George speak
25| if he'd like to.
Hunti ngton Court Reporters & Transcription, Inc. 189

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016

1 COW SSI ONER KRI KORI AN: Wl l, | was going to
2 ask, Rick, first of all, just with respect to the

3 requi renents of the ADW to provide financials, what is
4| the agreenent? | nean, all these people have a different
5 agreenent. But what financial information under the

6 | agreenent were they supposed to provide us?

7 EXECUTI VE DI RECTOR BAEDEKER: I'mnot sure |I'm
8 | equipped to answer the question. | know that there's a
9 requi renment under the application that relates to their
10 | egal status. But |I'mnot sure if counsel can help ne
11 here as to what ot her obligations they have to provide

12 us --

13 COMM SSI ONER KRI KORI AN WAs there a requirenent

14 | to provide financial information? Any of you fol ks know
15 yoursel f? Does anybody know if you're required to?

16 MR MLLER Yes, they are. Robert MIler

17 Cal i fornia counsel.

18 EXECUTI VE DI RECTOR BAEDEKER:  What did you say,
19 Bob? Can you repeat that?

20 MR MLLER Yes. They're required to.

21 MR H NDVAN: We submt an annual budget or a
22 budget for the license term

23 COW SSI ONER KRI KORI AN: Wl |, a budget's one
24 | thing but a financial statenent --

25 VR. H NDVAN: And we submt the financia
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st at ement s.

COW SSI ONER KRI KORI AN -- inconme and expenses.

MR, H NDMAN:  For our conpany.

CHAI RMAN W NNER:  Not for your conpany. Your
conpany in California.

Okay. Let Bob respond first.

Bob, what is it?

MR MLLER They are required to -- Robert
MIler, Counsel for California Horse Racing Board.

No. They're required to submt financial
docunents showi ng their revenue overall to the Board.

It's all part of the |icensing process.

COMM SSI ONER CHOPER: | would just |ike to ask
you once nore -- it's a sinple question. | really do
think so. | think that -- and any nenber of the Board can
correct me if I"'mwong -- that we would i ke to see what
your net profits out of California racing are.

Can anyone state it nore sinply?

CHAI RMAN WNNER: No. Rick has the law. Rick
Is going to --

COWM SSI ONER CHOPER: Wl I, | don't know what
the lawis. What | would like to knowis if we could have
t hat .

EXECUTI VE DI RECTOR BAEDEKER:  Conmi ssi oner

Choper, | have the law here. | can quote it.

Hunti ngton Court Reporters & Transcription, Inc. 191

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016

1 COW SSI ONER CHOPER:  Sonetinmes that interferes
2| with --

3 EXECUTI VE DI RECTOR BAEDEKER: At the risk of

4 | confusing things even nore.

5 19604 subsequently says: To ensure that the

6 | anmounts retained fromthe pari-nutuel handle are

7 di stributed under |law, rules, or agreenents, any ADW

8 provi der that accepts wagering instructions concerning

9 races conducted in California or accepts wagering

10 instructions originating in California, shall provide an
11 I ndependent agreed-upon procedures audit for each

12 California racing neeting within 60 days of the concl usion
13 | of the race neet.

14 And then it goes on to say the auditing firmto
15 be used and the content and scope of the audit, including
16 host fee obligations, shall be set forth in the applicable
17 | agreenent.

18 CHAI RMAN W NNER: When is the last tinme you did
19 t hat ?
20 COW SSI ONER CHOPER:  |'m not sure that that
21 specifically --
22 MR. MLLER There's nore.
23 COW SSI ONER CHOPER:  -- responds to ny
24 | question.
25 CHAI RVAN W NNER:  There's nore.
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1 COMM SSI ONER CHOPER:  Ch, there's nore. |I'm
2| sorry.
3 COMM SSI ONER AUERBACH: There's nore.
4 EXECUTI VE DI RECTOR BAEDEKER:  The ADW provi der
5| shall provide the Board, horsenen's organi zations, and the
6 host racing association with an annual pari-nutuel audit
7 of the financial transactions of the ADWprovider with
8 respect to wagers authorized pursuant to this section.
9 Prepared in accordance with generally accepted auditing
10 | standards and requirenments of the Board. Any and all
11 reasonabl e costs associated with this shall be the
12 responsi bility of the ADW provider.
13 COMM SSI ONER CHOPER: | woul d interpret that
14 | statute to say that the question that | asked is perfectly
15 aut hori zed by what the statute says.
16 And -- and if it's not and you want to say,
17 "Well, we don't want to supply this sort of information,"
18 | then I think the Board has a right to be -- has good
19 reason to be unhappy about it.
20 Because as the chairman so el oquently pointed
21 out, everybody in this industry here is strapped. And the
22 i mage is that ADW are not as strapped as the rest of them
23| are. And all we'd like you to do is join the club.
24 COWMWM SSI ONER KRI KORI AN: May | nmake a
25 | suggestion?
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1 CHAI RVAN W NNER: Pl ease.
2 COWMWM SSI ONER KRI KORI AN: | woul d suggest that we
3 ask all the ADWapplicants and providers noving forward to
4| start with, before we commt to a | ong-term ADW agr eenent
5| with anyone, that we be provided with the last three years
6 California financials for review by the Board. So that's
7 the last three cal endar years, so we can conpare year to
8 | your for the last three years.
9 So | would say that should be -- nmy opinion -- a
10 | condition to put into consideration of the application

11 nmovi ng forward. Because we haven't gotten anyt hing.

12 EXECUTI VE DI RECTOR BAEDEKER:  And, Conm ssi oner
13 by the way, that's -- you're specifically -- that's

14 | specifically addressed under our Rule 2071F, "The Board

15 may conduct investigations, inspections, or request

16 | additional information fromthe applicant, as it deens

17 appropriate, in determ ning whether to approve the

18 | i cense.”

19 COW SSI ONER AUERBACH: And | think it's

20 | appropri ate.

21 CHAl RVAN W NNER:  Ckay. Now, what | would |ike
22| to dois hear fromthe two folks who are -- if they're

23 still here hanging out, Roger and John. | would like to
24 hear their comments, and then we can have a notion -- |

25 beli eve what we can do is we can grant a tenporary |license

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

194




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber 17, 2016
1 to get themthrough January or sonething to that effect,
2| with these conditions.
3 MR. M LLER  Robert MIIer again.
4 You should make it contingent on this, any
5| docunents received -- financial docunents received from
6 | the ADWshoul d be considered confidential and not public
7 docunents. | think that's very inportant.
8 COW SSI ONER KRI KORIAN: And it can al so be
9 certified.
10 CHAI RMVAN W NNER: Roger or John, who would Ilike
11 | to speak?
12 MR. LICHT: Good afternoon M. Chairman and
13 Honor abl e Conmmi ssi oner s.
14 "' m here because | have a strong belief in the
15 viability of California racing, and an even stronger
16 belief that organi zed | abor and California jobs are
17 priority for all of us.
18 ADW has created a trenendous anount of gross
19 handl e or has earned a trenendous anmount of growth
20 handl e -- gross handle. But how nmuch of it has gone to
21 the bottom|line for horsenen, tracks? | don't know.
22 don't know how we can neasure that.
23 | was instrunental in the beginning of ADW and
24 | heard Mark W1 son, who was the chair of or the CEO of
25 TVG say many tines -- in fact, | have an exact quote from
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1 my notes. "W intend to grow the sport. W're not
2 successful if we only capitalize on existing fans."

3 Wll, inny mnd, that's all they've done.

4 Growi ng the sport has not happened, and creating new fans

5| definitely hasn't happened.

6 But nore inportantly, the | oss of union jobs is

7 overwhelmng as a result of ADW Sixty percent loss in

8| the tote union jobs since the beginning of ADNW \Were

9 have these jobs gone? They're nonunion out-of-state jobs.

10 That's outrageous to ne.

11 And that's all about noney. There's no reason
12 that ADWcan't contribute, can't hire sone union | abor.
13 | They could --

14 We heard Santa Anita tal k about the wagering
15 | anbassadors, which I think is terrific. These could be
16 uni on peopl e funded by ADW Wy not? It's only about

17 | noney.

18 W need to tal k about jobs, California jobs, and

19 uni on j obs.

20 | can also tal k about 19604, what the intent of
21 It was. There's questions, and | understand people are
22 guestioning the requirenent of approval of organized

23 | abor.

24 Clearly that was the intent of the statute.

25 Peopl e did foresee that ADW m ght cost us jobs. W want
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to protect against that. That's why that's in the | aw
It wasn't in there to be just sonme kind of ordinary or
wort hl ess signature fromthe chairman of the -- or the
head of the union. It was there for a reason, to nake
sure that we maintain jobs.

Each of these ADW people, groups, could give
California union jobs. There's no -- what about call
centers? Wat about having deposit places at the track?
| know Los Alamtos has that, and | believe Fairplex may
have that, too. That could be at every track. It could
be a union job funded by ADW So what if it eats into
their profit alittle bit? W want union jobs, and we
want California jobs.

Any kind of argunent that says that they' ve not
canni bali zed handle is conpletely spurious to ne. | nean,
it's absolutely hard to i magi ne. Yes, they have these
pronotions, start a new account and get $200 or sonethi ng.
Who's that appealing to? Existing players who aren't
pl aying with those peopl e.

We need to -- as the chairnan said, | believe
was the chairman that said we need to get themto
contribute to the industry. They can contribute by giving
a bigger piece to the horsenen, the racetracks, and nost
of all to labor. And | urge you to use your plenary power

to use the requirenents of 19604B, and use your gener al

Hunti ngton Court Reporters & Transcription, Inc. 197

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

negotiating power to nmake sure that California jobs are
not lost further. Keep it mnd, 60 percent have been
| ost.

Thank you

CHAI RMAN W NNER:  Thank you, Roger

Any questions for Roger?

THE REPORTER: He didn't state his nane.

CHAI RVAN WNNER:  |'m sorry.

MR LICHT: Licht, L-i-c-h-t.

CHAI RMVAN W NNER:  John?

MR, VALENZUELA: Good afternoon, Chairnman,
Commi ssi oners, Executive Director, staff. Thank you for
| i stening ne today.

CHAI RVAN W NNER:  You want to state your nane.

MR VALENZUELA: | am John Val enzuel a, president
of Local 280. And that's Pari-Mtuel Enployees Guild of
California.

What | wanted to do is | wanted to take a nonent
to read a letter that | sent to the CHRB for the Board to
read. And it basically states, for the record:

In reference to Advance Deposit Wagering
suggestions and proposals to benefit Local 280 nenbers.

"To: The CHRB Executive Board, this letter is
intended to state the position of Local 280 with respect

to Advance Deposit Wagering in California. W ask that
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you consi der these issues carefully at your neeting set
for Novenmber 17, 2016. Additionally, Local 280 intends to
state its position at the neeting; however, we thought a
clearly witten statenment woul d nake our position clear
for purposes of your consideration, as well as the record
in this matter.

"The record denonstrates that Advance Deposit
Wagering was initially approved by the legislation with
very specific understandings in mnd. Al involved in the
| egi sl ati on understood that the support of Local 280 was
contingent upon a conmtnent that Local 280 nenbers woul d
receive jobs as a result of this" -- "of the establishnent
of ADW All those involved in crafting the I egislation
understood that there would be job | osses as a result of
this establishnment of this new wagering system

"I't was hoped that the establishnent of ADW
woul d create and renew interest in horseracing in
California. All, however" -- "Al, however, also
understood that it would result in fewer patrons at the
track and at the satellite facilities because this
coul d" -- "because they could engage in wagering by phone
or through using the internet.

"When the parties worked out the terns of the
| egi slation, they did so with the specific understanding

that the work i nvolved would remain in California, for
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California enpl oyees. This was done not only as a part of
the |l egislative negotiations but al so because everyone

I nvol ved understood that this was an inportant aspect of
encouragi ng interest in horseracing. Specifically, in the
human contact with the pari-nutuel clerk which is an

I nportant part of the entire patron interest in
horseracing. The human contact, either with the
pari-nmutuel clerk at the wi ndow or the track or by phone,
has al ways been an inportant part of this sport and
preservi ng horseracing.

"Former Chairman Al an Landsburg was nost
el oquent in describing the representati ons made by the ADW
I ndustry to the sport. Menbers of the Board are quite
wel | aware that one of the fundanental understandi ngs
crafted in the ADWI egislation was the understandi ng that
there woul d be two kinds of jobs created which would
remain in California: (1) Custoner service jobs at the
track to assist patrons in engaging in wagering and
(2) Phone jobs at centers where patrons would call for
pur poses of arrangi ng ADW and pl aci ng bets.

"The parties al so understood that there would be
addi tional jobs created in studios and techni cal support.
These are not jobs which Local 280 contends are 'the sane
or insimlar classifications' historically represented by

Local 280. Nonet hel ess, all understood there woul d be
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1 additional simlar jobs created.

2 "When the legislators, along with the various

3 | obbyi st, crafted this legislation, all involved assured

4| that jobs would remain in California. 1In earlier neetings
5 In the Spring of 2001, industry representatives gave these

6 | assurances to both nmenbers of Local 280 as well as

7 representatives at the Board, and the | egislature which
8 ultimately approved Section 19604, creating Advance

9 Deposit Wagering. None of these prom ses were nodified
10 when the ADWI egi sl ati on was anmended in 2007, and

11 subsequent|y.

12 "The | anguage of the statute specifically

13 recogni zes that 'the sane or simlar classifications

14 | enpl oyees' wll represent” w |l be represented by

15 Local 280. Subsection (d) states:

16 "Section 19604(d) (1) (A provides:
17 "The Board shall devel op and adopt rules to
18 | icense and regulate all phases of operation of advance

19 deposit wagering for ADW providers operating in

20 Cal i forni a.

21 "This sentence in the statute allows this Board
22 | to "adopt rules to license and regul ate all phases of

23 operation of advance deposit wagering for ADW providers
24 | operating in California' allows the Board to fully

25 regul ate all of the aspects of ADW whether conducted in
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hubs in the state of outside the state. So |long as those
hubs are 'operating in California" they nust be approved
by t he Board.

"The operative | anguage for purpose of the issue
which we are raising in the statenent that 'the board
shall not approve an application for an original or
renewal |icense as an ADWprovider unless the entity, if
requested by a bona fide |abor organization no |ater than
90 days before licensing has entered into a contract or
agreenent with that | abor organization that provides al
of the follow ng: Section 19604(d)(1)(A) and
19604.5(f)(1). That | anguage was intended to ensure that
j ob exist and the enpl oyees represented by Local 280.

That the | anguage has however served no purpose since
t here have been no jobs.

"We have researched this issue further and found
various references in transcripts of a hearing before this
Board in late 2001 when the regul ati ons were approved.
Once again, there were assertions by the ADWentities that
they would maintain California hubs. TVG which was the
primary proponent of such operation in 2001 expressly

represented to this Board that it would nmaintain a hub in

California. It has not fulfilled that promse. Its hubis

| ocated in O egon.

"XpressBet maintains its hub in Pennsylvani a.
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When YouBet cane into California in 2002, Local 280

supported its application to participate in the industry

based upon the express promse that it would create jobs for

Local 280 nenbers.

"YouBet did not ultimately enter” -- "YouBet did
ultimately enter into agreenent with Local 280 and thus to
a larger degree conplied with the intent of the statute.
YouBet, however, never actually enployed any live
operators and it becane a noot issue.

"At this point, TVG XpressBet, nor any other
ADW conpany has any Local 280 enployees in California
what soever. At each of the tracks, an arrangenent has
been made to all ow one custoner service representative who
woul d assi st patrons in opening a TVG or XpressBet at a
w ndow to open accounts if necessary. This involves
m ni mal work and that custonmer service representative
spends virtually of his tinme doing traditional work
covered by Local 280's contract. These people are not
enpl oyed by XpressBet, TVG or any other ADW conpany.
There is no contract between Local 280, TVG XpressBet,
and/ or any ot her ADW conpany. This does not conply with
the statute: There are no phone job and no contract with
Local 280 and any of the ADW providers.

"When this Board adopted regulations in 2002, it

did so consistent wth the understandi ng we descri bed as
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1 above. (Sections 2070 through 2083 of the Board's

2 Regul ati ons).

3 "Section 2071 applies to wagering by a

4 California applicant. Subsection (i) plainly requires

5| those applicants to enter into the witten contractual

6 | agreenent described above.

7 "Section 2072 applies to wagering by an

8| out-of-state applicant. Although there is no specific

9 reference in the subsections to entering into the

10 | appropriate contractual agreenent, subsection (m has the

11 | exact same effect.

12 "By submtting the Application, the out-of-state
13 Appl i cant consents to the jurisdiction of California

14 | courts and the application of California law as to all

15 California wager and operations.

16 "The reference to 'operations' has to include

17 the understanding that there will be the "witten contract
18 | agreenent with a bona fide organization.' This neans, as

19 we pointed out, it is consistent with the comm tnents nade

20 | that the enpl oyees engaged in custoner service functions,

21 I ncludi ng taking bets would be |ocated in California and
22 subject to the" -- "to that witten contractual agreenent.
23 "I'n summary, the statute, the understandi ngs of

24 | the parties in crafting the legislation, the commtnents

25 made by the entities involved in ADWand the structure of
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1 the industry conpel a finding that the enpl oyer

2 i nvol ved" -- "the enployers involved in the industry have
3| to bring work into California and cover the work by the

4 | appropriate contractual agreenent.

5 "They have not done so, and this Board nust

6| correct this injustice and violation of the statutory

7 provi sions. Since, 2002-2016 we have not received any

8| jobs promsed to Local 280. There has been no jobs

9 generated in California.

10 "We made the foll ow ng suggestions and/ or

11 proposals to benefit Local 280 nenbers to all |icensed
12 ADW :

13 "1. Local 280 requests conpensation the

14 | same as the Jockeys @Guild as in the Horse Racing Law

15 Statute and Professions Code Section 19640(f)(5)(E)(i)(1).
16 | We suggest this due to the fal se prom ses of prom se" --
17 "of producing jobs in California.

18 "2. The ADW conpani es pay all brick and
19 nortar full-time clerks' salary, health and welfare

20 (insurance() and pensions benefits. Those clerks that
21 open Accounts, taking deposits and w thdrawal for ADW
22 custonmers such as the TVG and XpressBet w ndows.

23 "3. Lastly, we suggested creating a new
24 | customer service job classified as a Concierge for The

25 Horse Racing Industry. This job would be | ocated any
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event on or off track where there is foot traffic. A

manned ki osk or clerk be at those | ocations.

that teach and educate new fans to Pari-Mtuel wagering.
If the person is interested they would be able to open an
account or process a bet. The clerk would be able to
provi de the social human contact that is so needed to
I ntroduce new fans to our Great Sport. Local 280 is
suggesting we work together for the best interest of
California Horse Raci ng.

"We believe Local 280 suggested proposals for
conpensation and jobs are reasonabl e.

"At this tinme, only two of the seven ADW
conpani es that attended our Conference Call on
Novenber 2, 2016 have responded wth positive feedback
regardi ng our proposal. The other ADW conpani es have
contacted us only to sign a traditional neaningless
agreenment with no guarantee with" -- "which guarantees no
jobs in California."

That is nmy letter.

CHAI RMAN W NNER:  Thank you, John.

Any questions for John? Any points?

Ckay. Thanks, John.

| think it's appropriate at this stage for any

or all of you to respond to any of the issues that have

This job would consist of all -- "of answering all questions
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been raised, either by John or Roger, or by any of us,
wWith respect to all of the various points that you have
been listening to. So | open it up to any or all of you.

Don't all speak at once.

COMM SSI ONER AUERBACH: |'d really like to hear
what you have to say. | -- you know, |I'mjust | ooking at
this -- the staff put out. This floors ne. And | nust

tell you that | am surprised about how ignorant I am that
| -- fromADWto find out, to ny horror, that you made
nore noney than went to our purses. And to ne, that's
conpletely and totally unacceptabl e.

That's all | have to say. And | would actually
like this witten into the record.

M . Baedeker.

EXECUTI VE DI RECTOR BAEDEKER:  You know, | ooki ng
at wagering by California custonmers, ADWwagering by
California custoners in 2015, the total handl e was
$611 mllion. There was a 20.4 percent take-out on that,
which is $124.9 mllion. Various distributions accounted
for $46 mllion. The hub fee was $30.9 mllion.

And at the end of the day, what was left for
purses was $25.6 mllion and what was left for tracks was
21 -- I'msorry -- $22.1 mllion.

In fairness, a few of those di sbursenents --

those distributions went to expenses that tracks and
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purses woul d have had, if not for ADWwagering. They
woul d have had to pay that out of other sources of incone.
But, nevertheless, the way the law was witten, at the end
of the day, both purses and tracks received | ess than the
ADW.

COWMWM SSI ONER AUERBACH: M ght be tine to rewite
t he | aw.

CHAI RMAN WNNER: Al right. So the ball is --
" m sorry. Conm ssioner Krikorian.

COWM SSI ONER KRI KORI AN: | was going to ask,
with the applications that have been submtted, there's a
requi renent to reach agreenents with different other
organi zations, |ike TOC and horsenen's agreenents.

Can each of you tell us where you stand on those
negoti ati ons?

CHAI RMVAN WNNER: W'l go right down the I|ist.
Let's start over here.

MR. FORD: John Ford on behal f of Bet America.

I would like to point out the difference for a
condition for wagering and a condition for |icensing.

W are -- have not yet received a hub agreenent
on the thoroughbred side. W do have a hub agreenent on
the harness side. W've not yet received the simnulcast
agreenent on the thoroughbred side. W do have a

si nul cast agreenent on the harness side.
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But the lawis quite clear that those agreenents
are conditions for accepting wagers, whether they're
In-state tracks or out-of-state tracks. And with all due
respect, the law doesn't require, as a condition of
| i censing, that those agreenents be in pl ace.

Wth respect to the | abor agreenent, | don't

have the benefit of 15 years of experience in California.

W got licensed three years ago. But as opposed to what
you' ve heard, what we | ooked at was the statute when we
came into California.

And the statute requires -- and it's very
specific on what it requires. And the Board's -- excuse
me -- the staff's sunmary recites this very clearly, is
that there should be an agreenent -- as a condition of

| i censi ng, an agreenent between the ADWand the | abor
organi zation with regard to neutrality and respecting the
w shes of enpl oyees who elect to join the union.

And at the sane tine -- and the law is very
specific, and the staff has accurately reflected it, is
that the neutrality agreenent required by statute shall
not be conditioned by either party upon the other party
agreeing to matters outside the requirenents of
subpar agraph B, which is the neutrality |anguage.

That's an agreenent that we've had with

Local 280 for the three years that we' ve been |icensed.
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It's the agreenent that has been used by the industry
since the beginning, as | understand --

CHAI RVAN W NNER:  How many enpl oyees do you have
in California?

MR FORD: |I'msorry?

CHAI RMAN W NNER:  How many enpl oyees do you have
in California?

MR, FORD: W have 10 enployees in California.

CHAI RVAN W NNER:  And they have all been subject
to that neutrality agreenent?

MR FORD: Well, they're not these category
enpl oyees. They're nmarketing enpl oyees.

CHAI RVAN W NNER:  So, in other words, you have
no enpl oyees who are subject to those terns?

MR FORD. W are subject. And they can be
organi zed in North Dakota. But there is no requirenent in
the statute for call center jobs to be in California.

CHAl RMVAN W NNER:  No. | understand.
understand that's your position.

MR. FORD: And Section 19604 --

CHAI RVAN W NNER: The point I'mtrying to make

Is that you really -- you can say that the statute calls
for certain things wth respect to your enployees that are
subject to it, and then you say, "But we don't have any

enpl oyees in California that are subject to it."
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1 MR FORD: It's -- what -- the statute is very
2 clear. If -- if --
3 CHAI RVAN W NNER:  Si npl e question. Do you have

4 | any enployees in California that are subject to the

5 neutrality agreenent?

6 MR FORD: No.

7 CHAI RMAN WNNER: Okay. That's all | wanted to
8 know.

9 Go ahead, please.

10 MR, FORD: But the statute is equally clear,

11 | that outside of requiring the neutrality agreenent,

12 neither party shall condition approval --

13 CHAI RVAN W NNER: | under st and.

14 MR FORD: -- of the agreenent --

15 CHAI RVAN W NNER: No. | got that.

16 MR FORD: -- upon --

17 CHAl RMVAN WNNER: | wanted to know what the

18 facts are.

19 MR FORD: Thank you.

20 CHAI RMVAN W NNER:  Thank you.

21 MR, H NDVAN:  John Hi ndman from TVG

22 Just picking up where M. Ford started.

23 Again, on the agreenents that are required for

24 | wagering, not for licensing, we have submitted to the

25 Board an active hub agreenent we have for thoroughbred, a
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hub agreenment for harness, a hub agreenent for quarter

horse, simul cast agreenent for quarter horse, a sinulcast

agreenent for harness. And we are awaiting the regular
si mul cast agreenent in the normal process for
t horoughbreds as well. And --
COWMM SSI ONER AUERBACH: What is holding that up?
MR, H NDVAN:  Mark hasn't sent it to us yet.
Nothing that I'maware of. So -- no. So that's what we
have.
Again, |I'll address the |labor issue. W did

send M. Val enzuel a an extension of the agreenent that
we've had in place with himfor a long tinme. | signed it
before | sent it to himso he is free to execute that
agreenment and send it back at his pleasure. But we did
sign an extension, send it to him It hasn't been

recei ved back in our offices.

CHAI RVAN W NNER:  How many enpl oyees do you have
in California that are subject to the neutrality, to the
agr eenent ?

MR. FORD: None. So we -- and just to be clear,
we do not have teller clerk, phone betting clerks anywhere
in the country.

So we have sone people in Oregon that answer
phones and answer -- that answer account questions, but we

do not have pari-nmutuel clerks. W do not do live
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operator tel ephone betting.

COWMWM SSI ONER CHOPER:  Just out of curiosity,
what's your estinmate of how many total enpl oyees you have
that relate to horseracing in California?

MR, H NDVAN: Again, this goes back to an
earlier cooment -- and I'msorry if you get upset by ny
answer -- but we don't parcel out our conpany and its
enpl oyees by state. W have one conpany that does both
tel evision, and we have a | ot of people involved in
tel evision, and the vast mgjority of themlive in the
state. We're very proud of the jobs we've created.

COW SSI ONER CHOPER:  Live in which state?

MR, H NDMAN:  Thi s one.

CHAIl RMVAN W NNER:  Cal i f or ni a.

MR, H NDMAN:  Thi s one.

And | invite all of you to cone by, please, and
see our facilities and see all the wonderful Californians
who are working in there, and we're very happy to have
t hem enpl oyed.

EXECUTI VE DI RECTOR BAEDEKER: How many do you
have t here?

MR H NDVAN:  Over 120.

EXECUTI VE DI RECTOR BAEDEKER: And sone of them
are uni on enpl oyees; correct?

MR, H NDVAN:  No.
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1 EXECUTI VE DI RECTOR BAEDEKER: No tel evision --
2 MR, H NDVAN:  No.
3 EXECUTI VE DI RECTOR BAEDEKER: Didn't you used to

4 have sone that were --

5 MR, H NDVAN:  No.

6 EXECUTI VE DI RECTOR BAEDEKER: -- caner amen and

7 stuff that were --

8 MR, H NDVAN. No. | don't believe so.
9 CHAI RMAN W NNER:  None of them are -- none of
10 | the on-canera people, none of the -- are nenbers of any of

11 | the guilds?

12 MR, H NDVAN: | don't know whet her they are.

13 | don't believe so, no.

14 And we have enpl oyees in Oregon in terns of

15 that. W also have our corporate offices here.

16 COWMWM SSI ONER CHOPER: Thank you. You answered

17 | the question. Thank you for that.

18 MR. BLACKWELL: Brad Bl ackwel|l on behal f of

19 Tw nSpi res.

20 Twi nSpi res has the necessary hub agreenent and

21 also a -- the content agreenents that covers all the

22 content in question.

23 Simlar to the two gentlenen in front of us, we
24 do not have a | abor agreenent. One, |I'mnot certain that

25 the | abor agreenent was actually requested, as is required
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by the | aw.

W have gone through this process years ago. |
think at | east John and probably XpressBet can attest to
where there was initially a debate about -- just as
M. Ford suggested -- there was a debate years ago about
what the statute requires and what people were entitled
to.

And after | think a very |lengthy process there
of either threats of lawsuit, potentially lawsuits fil ed,
and nunerous neetings, nunerous discussions, ultimtely we
got to the point where |I think everyone essentially signed
the sane agreenent that as M. Ford read, was the exact
requi renent under the statute.

So we have always been willing to have
di scussions on the matter and have been willing to sign

the agreenent that is required by |aw.

CHAI RVAN W NNER:  What is your -- one assunes
that you woul dn't be in business here unless it -- unless
It's profitable or unless you perceive that it wll be
profitable.

What's your view with respect to the issue that
was raised earlier having to do wth participating in
benefiting the kind of charitable prograns and
participating in offsetting the cost of this Board,

et cetera, that everybody else in racing participates in?
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1 What do you think about that?

2 MR, BLACKWELL: Well, 1 think the first thing,

3| there's -- we've had these discussions before, and |

4 | appreciate the opportunity to speak to them

5 It was suggested before that everything is great
6| with ADW. W want everything to stay the sane.

7 That's not the case. | think we feel |ike we

8 don't nmake enough, you know, in California. There are --

9 CHAI RVAN W NNER:  Well, you don't have to be
10 her e.
11 MR, BLACKWELL: There are significant

12 contributions that ADW nmake to California. And when we
13 | ook through the list, you know, there is -- you know,
14 | what purses get. There's the track conm ssions. There
15 are noney that | think was voluntarily switched over to
16 | the expense fund for NOTW NC/ SCOTTW NC.

17 There are a ot of contributions nade to

18 California --

19 CHAI RMVAN W NNER:  You're not answering ny --
20 | would you m nd answering ny question?

21 MR BLACKWELL: [|'msorry. | may have |ost ny

22 | train of thought.

23 CHAI RVAN W NNER:  That's okay.

24 MR, BLACKWELL: Could you repeat your question?

25 CHAI RMAN W NNER:  The question is, do you think
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1| that it is a good idea, or do you think that it should be
2 consi dered by the various -- by your conpany -- 1"l just
3 | et you speak for your own conpany -- to participate in

4 | some of the good things that racing -- other racing

5 organi zations participate in to benefit those people and

6 | those organizations and this Board with respect to

7 essentially doing the right thing? How do you feel about
8| that?

9 MR BLACKWELL: Well, again --

10 CHAIRVAN WNNER: O is it all about, you know,
11 maki ng nore noney to the bottomline?

12 MR. BLACKWELL: No, it's not. And | would

13 appreciate the opportunity to fully address this.

14 Because, one, again, Twi nSpires and the other ADW up here
15 make significant contributions to California racing.

16 One thing that is often overl ooked is that

17 | Twi nSpires and these other ADW distribute California

18 raci ng signals throughout the country in places they would
19 not otherw se reach. And they are paying host fees to
20 California tracks that are -- and others can confirm
21 this -- are the highest host fees that California tracks
22 are getting fromanywhere. Those are significant
23 | contributions.
24 And when we start tal king about sone
25 frustration, | have sone personal frustration of ny own
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that as a part of a conpany that owns racetracks, you
know, our racetracks are limted in terns of how often we
can send our signals into California. W're limted in
terms of how much we can charge for those racing signals
comng in to California.

And there's a frustration of -- and | think the
overtone that | start hearing is, determ ning what is
adequate profitability? And | really don't think that is
sonething that a regqulator should be --

CHAl RVAN WNNER: It's not.

MR, BLACKWELL: -- really dictating.

CHAI RMAN WNNER: No. W agree with that. None
of us are saying what is adequate profitability. What
we're saying is we'd |ike to know what -- how you are

bei ng affected by your California racing, and how that's

af fecting everybody el se.

MR BLACKWELL: And --

CHAI RVAN W NNER: Renmenber, our job is to do
what's in the best interest of racing totally.
Ever yt hi ng.

MR BLACKWELL: | understand. And, again, |

sincerely say that we feel that ADW nekes a significant
contribution to California racing.
CHAI RMVAN W NNER:  Thank you.

Next .
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1 MR, H NDVAN: May | ?
2 CHAI RMVAN W NNER:  Yeah, go ahead, John
3 MR. H NDMAN:  You know, | second what

4 M. Blackwell said, and I just had a few things.

5 | sure hope you think that TVG nmakes a

6| contribution to California racing. W certainly try to do
7 that every day. Wether it's sponsoring the race with the
8 hi ghest purse in -- one of the highest purses in

9 California, which is the TVG Pacific C assic, where

10 Del Mar gives all of that noney that we pay straight to

11 purses to help keep it a mllion dollar race, whether it's
12 ot her support that we provide other racetracks, we provide
13| charitable institutions in this state support, whether it
14 be retired horse care, whether it be health and wel fare,
15| whether it be jockeys' issues and itens. So we do try and
16 | are open to those --

17 CHAI RVAN W NNER: Do we have -- | don't know

18 | that you meke a report of your charitable contributions.

19 MR H NDVAN: So | appreciate that.
20 And al so -- you know, we al so work very hard
21 every day -- and, again, I'd invite you to cone over and

22 see our television facility. W're airing California
23 races in 43 mllion honmes on TVG 1 and in 15 mllion hones
24 | on TVG 2, every day in high definition, on every major

25 cable and satellite provider in the United States.
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1 CHAI RVAN WNNER: That's clearly very inportant

2 and it's also probably profitable for TVG

3 MR H NDVAN:. And | -- it is extraordinarily

4 | expensive. It is extraordinarily expensive.

5 CHAI RVAN W NNER:  Expensive is not the bottom --
6 MR H NDVAN. It is --

7 CHAI RVAN W NNER:  You wouldn't stay in it if it

8| wasn't profitable.

9 MR H NDVAN: It is sonething that supports the
10 | wagering on horse races. And | don't think anybody woul d
11 sit here and tell you that a stand-al one horseracing
12 busi ness that wasn't tied in -- horseracing and tel evision
13 network that wasn't tied in to driving wagering on races
14 | woul d be very sustainable because it certainly would not
15 be. And we have a |l ot of experience with that. So | just

16 wanted to offer that as wel|.

17 CHAI RVAN W NNER: Next . Anybody el se?
18 Hol d on, John. Let's -- it's their turn.
19 MR. ALLEVATO Tony Allevato, NYRA Bets. W're

20 | the newest ADWto the marketplace. W' ve been operating

21| the business for less than a nonth and -- but we've
22 been --
23 COMM SSI ONER AUERBACH: Wl cone to California.
24 MR, ALLEVATO Thank you.
25 CHAI RVAN W NNER:  You nmay not want to be here
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| ong.

MR, ALLEVATO What did | get nyself into?

We have been in the ADW busi ness, though, for
quite sone tine and operating regionally in New YorKk.

"Il keep what | have to say brief because
obviously there's -- the people sitting at this table have
alot nore at stake in California than we do.

NYRA is in a different position. W are a
not-for-profit than the other ADW. But | will say this,
| ooking at the rate sheet that goes -- that has been
passed around, as we've |aunched into different states
across the country, we're in approximately 25 states now.

On one end, you can say there is | ess being
given to purses than to the ADW, but if you |look at the
overall anount, the takeout is 20 percent. 75 percent of
every dollar is going back to racing.

Now, how it's being split up is not being
determ ned by the ADW. The ADW are getting 25 percent
of every dollar that's being bet. And 75 percent is
staying within horseracing.

As far as charitable organi zations goes, we have
not been approached by anybody. W' d be nore than willing
to talk to anybody and contribute on the charity side, as
far as horseracing goes. W do that in New York

And on the | abor side, we were part of that
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1 Novenber 2nd call. During that call, we were specifically
2| told that an agreenent would be signed and sent to us and
3 that we woul d discuss further these other opportunities,
4| which we were nore than willing to talk to them about.

5 Subsequently, we were sent an agreenent from

6 M. Val enzuel a foll owi ng that Novenber 2nd neeting which

7 | we signed and sent back and have not been given it back to
8 us.

9 So | said the sane thing last -- |I'mnot sure

10 | what we're supposed to do differently.

11 CHAI RMAN W NNER:  Thank you very nuch. And

12 M. Val enzuela is going to have another opportunity after

13| we go --

14 COWM SSI ONER AUERBACH:  |I'd like to hear from

15 ever ybody.

16 CHAI RMVAN W NNER: No. That's what | say, after

17| we go down the --

18 COWMM SSI ONER AUERBACH: But they -- oh, they

19 have a m ke.

20 CHAI RMAN W NNER:  Yeah

21 COW SSI ONER AUERBACH: How about the young | ady

22 | there?

23 MS. FOLEY: ["'mw th him

24 COWMM SSI ONER AUERBACH: Don't you have an

25 opi nion? Seriously.
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M5. FOLEY: Al right. | -- sorry. Nicole
Fol ey with NYRA Bets.

| agree wth what ny col |l eague, M. Allevato,
had to say. | nean, | was dealing with M. Val enzuel a on
the | abor agreenment mainly. | brought himthe agreenent
this norning to try to get himto sign it. He again
refused and conditioned it on -- kind of comng to an
agreenent on another -- bringing jobs to the state.

| think it's been spoken to very well
previously, and I would second what's been said. |
believe it's a separate issue. But | would just kind of
second what's already been said. W're not really in a
different position than anyone el se.

COMM SSI ONER AUERBACH:  Thank you.

CHAI RVAN W NNER:  Thank you.

MR. CHABRI ER  CGene Chabrier on behal f of
Xpr essBet .

CHAI RMAN WNNER: Can you turn that up a little
bit?

MR, CHABRI ER. XpressBet has submtted a current
hub agreenent.

As far as the | abor agreenent goes, |'ve talked
to M. Val enzuel a on nunerous occasi ons, you know, trying
to cone to a resolution to this issue.

We nost recently submtted a draft that nore --

Hunti ngton Court Reporters & Transcription, Inc. 223

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988



CALI FORNI A HORSE RACI NG BOARD REGULAR MEETI NG, Novenber

17, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

we feel nore accurately reflects the spirit of the | aw

M. Val enzuel a hasn't gotten back to us
concerning that draft. But, you know, we're nore than
willing to, you know, continue talking to himabout com ng
to an agreenent, you know. So | guess nbre to come on
t hat .

And regarding charitable -- you know, obviously
XpressBet is part of The Stronach G oup. W're, you know,
I nvol ved wth the Jockeys Guild and contributions toward
that. And, you know -- you know, after we'll contribute
to anything that, you know, is horseracing related 'cause
that is the business we're in. |If horseracing doesn't --
live horseracing doesn't thrive, neither do we. So that's
al ways been our mantra.

CHAI RVAN W NNER:  Thank you.

MR. COM NS: Ed Com ns, President of Watch and
Wager .

Yeah. | think in terns of wagering rights or
whi chever, |'m probably the nost newto all of this, but I
think we're pretty nmuch in the sane position. W've got
an agreenent for harness, which is ourselves, effectively.
But we don't currently have the TOC agreenent or | abor.

On labor, we -- ny staff, we're on the call.
W' ve sent | abor the agreenent, but it's not yet signed

and we' re happy to discuss it.
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| think on --

COWMM SSI ONER CHOPER: Do you have any enpl oyees
in California?

MR COMNS: Wll, we have a | arge nunber on the
racetrack obviously who -- clerks who are obviously under
| abor. We have a relatively --

COWMM SSI ONER CHOPER:  Whet her or not they're
under --

MR COMNS: Relatively snmall teamin -- in the
Bay Area. Yeah.

| think the big distinguishing factor is -- as
you' ve seen fromthe nunbers, there's a huge gulf between
the big three in this nmarket and the new entrants. |
think the new entrants have been great for the industry in
shaking it up and naki ng everyone work a bit harder.

But inrelation to the word profitability, I can
go on record and say that of every state, we are |osing
noney in California because we can take free bets --

CHAI RVAN W NNER:  Are you tal ki ng about | osing
noney overall, both racing -- the harness racing as well
as the --

MR. COM NS: No. The harness racing is,
hopeful | y, breaking even.

CHAI RMVAN W NNER:  So where you're | osing noney

IS on your ADWP
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1 MR COMNS: ADWin California. 'Cause it's an
2 econony, it's a scale gane, the ADWgane. |If you're
3 handling 50 mllion or a billion, you got a lot of fixed

4 costs, you know. Your hub costs --

5 CHAI RVAN W NNER:  Are you | ooki ng towards
6 profitability? |Is that one reason --

7 MR COMNS: Yeah. W're inproving, but it

8 | tough. W are inproving.

9 CHAI RMVAN W NNER:  Okay. Thank you
10 MR COMNS: But we're very nuch a start-up.
11 But to say that we haven't benefited in

12 California inracing is clearly not true. And we've noved

13 peopl e across fromthe U K., including nyself, and

14 | obviously running the Watch and Wager, Cal Expo is a huge

15| fact.

16 And ultimately, speaking on behalf of ny Board,
17 "' mnot threatening anyone, but the two operations are

18 I nextricably |inked, you know, and |I've always said that.
19 CHAI RVAN W NNER:  Thank you.

20 Pl ease, go ahead George.

21 COVM SSI ONER KRI KORIAN: Wl |, | was just going
22 | to say that, you know, listening to what everyone said and

23 so forth, thisis alittle bit analogous to a situation

24 | where the California Racing Board -- a lot of California

25 racing -- excuse ne -- is the landlord, and the ADW
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st akehol ders are the tenants here.

And sone years ago, agreenents were entered
into, and now all this tinme has gone by and what's
happened, though, is that the cost of |iving and cost of
operating and profitability has changed.

And basically | think what horseracing is
| ooking for is a rental increase. And so -- and there's a
|l ots of ways that that can be achieved, either by, you
know, changing the -- renegotiating the percentages, you
know, or doing sonething different.

So it would be nice to see if there was sonme way
that as opposed to Board taking sonme action or racing
taki ng sone action, that since we | ook at this as maybe a
renegotiation period, is if something could be offered
that's different than what's being offered today, in
whatever formthat you think is nost pal atable, that puts
things a little bit nore fairly into generating revenue on
this side of the fence for racing.

So | don't know if that nakes any sense to
everybody but maybe that's something that could be
consi der ed.

CHAI RMVAN W NNER: First of all, thank you,

Ceor ge.
COW SSI ONER KRI KORI AN: Onh, by the way, there's

one other thing --
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1 CHAI RVAN W NNER: Pl ease.

2 COW SSI ONER KRI KORIAN: -- that if it's sort of
3 | i ke | eases that are up for negotiation, you know, one of
4| the things that we m ght want to consider -- and | don't

5 know if it's appropriate or not -- as opposed to just

6 renegotiating with everybody, maybe we should put the --

7 consider putting this process, if it's appropriate, to put

8 it out to, like, an RFP or sonething, and see if people
9| wanted to, you know, mnake proposals.
10 And so then instead of having a | arge nunber of

11| ADWparticipants, it goes to the highest bidder or

12 sonmething like that. | don't knowif that's --

13 CHAI RVAN W NNER: O several highest bidders.
14 COWMM SSI ONER KRI KORI AN:  Yeah

15 CHAI RVAN WNNER: | nean, you m ght have a

16 nunber .

17 John, | told you that we'd |l et you speak again

18 | after they did, and then |I have two ot her people who want

19 to speak on this issue.

20 MR, VALENZUELA: Okay. | just want to address a

21 f ew t hi ngs.

22 First of all --
23 CHAI RVAN W NNER: I dentify yoursel ves.
24 MR. VALENZUELA: OCh, John Val enzuel a, PMEG of

25 California, Local 280 president.
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1 Ckay. To address the issue about signing the
2 contract, alnost everybody in this -- that's here has sent
3 me a -- nost of them have sent ne an agreenent that's an

4 anendnent to the existing contract frombefore, which is

5 SB 765.
6 Anyway, with that being said, that particul ar
7 agreenent basically is continuously -- is just nostly |ike

8| for TVG they basically give ne an addendum sign this

9 agreenent, and then they can continue operating.

10 |'ve done that ever since | got into office. It
11 has only been, like, two and a half years that |'ve been
12 in office as president. | signed the first one, and |'ve

13 done it pretty nuch with everybody el se.

14 But basically what that does is they keep

15 telling me about the contin- -- basically the part of the
16 | statute where it says it's conditional.

17 Well, they're basically telling -- and this is
18 | the inpression |'mgetting is it's based on condition that
19 there has to be a signed agreenent but yet | can't

20 negotiate to get any jobs in California.

21 Well, it's a doubl e-edge sword. How are you

22 going to tell nme that you need a | abor agreenent for

23 here -- to function here in California, but you don't want
24 | to negotiate any jobs? It's a |abor agreenent. It neans

25| a contract, basically a CBA collective bargaining
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agreenent so that there is jobs for Local 280 nenbers is
what it is, basically.

So with that being said, the reason why |
understand they like to use it on their side, basically,
and this inpression I'mgetting, well, you can't -- you
can't sign -- you basically sign the agreenent. They're
In conpliance. And after | sign this agreenent, | won't
hear fromthem for another two years or until the |icense
expires. GCkay. That's one.

The second thing is that TVG said that they have
no jobs, as far as phone betting.

Well, there is -- |I've done sone research and
just in Oregon alone, from O egon Raci ng Conm ssi on,
there's over 300 jobs that apply to ADW conpani es. They
all have to be licensed through the Orange -- Oregon
Raci ng Conm ssi on.

And fromwhat |'m understanding fromthe person
that was giving out these licenses, there's 300 plus
peopl e that are |licensed for ADWconpanies, and there is
75 applicants a week, getting -- trying to get a job in
ADW

Now, the question is where are these jobs? Wo
I's providing themthose jobs?

Vell, there is one, two, three, of the top here

ADW conpani es, TVG XpressBet, and Tw nSpires, they handl e
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1 nost of the ADWconpanies. |'mtalking about -- | nean
2 handl e t hrough Oregon
3 So where are these jobs? Everything has gone to
4 Or egon.
5 It was brought to ny attention when we were
6| talking to New York that that is a provision. They had to
7 have the -- the conpany in Oegon -- | nean they had to
8 have -- there was sone kind of provision to have a
9 mul ti-jurisdictional hub that had to be in Oregon. Ckay?
10 Because when we asked for jobs, they said they had to take
11 themto O egon.
12 And the other thing with -- and just -- and I'm
13 not beating up on New York, because evidently they're
14 | conpletely different than the rest of the group because
15 they're nonprofit. But the other thing, there's a
16 requi renent in New York that basically says that they have
17 to have an agreenent wth the union, and the job has to
18 be -- New York has to be in New York, and they have to
19 have a collective bargaining with the union there to
20 | function in New York. Sonething to that extent.
21 CHAI RVAN W NNER: Hol d on.
22 M5. FOLEY: May | respond? This is N cole Foley
23 | from NYRA Bets.
24 First -- | mean, he said a |lot of things there
25 to respond to.
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One, | think he's conplaining a little bit a CBA
with what the 19604 calls for, which is a car check and
neutrality agreenent specifically it's called for. Non
CBA.

He nade a coupl e of comments about New York and
NYRA specifically. In New York -- and we do have a cal
center in New York for our New York business because our
New Yor k business is connected to our track, which is
t hrough a New York license. It has nothing to do with an
out - of -state ADW

O hers can speak to their experience in New York
being an out-of-state. W are an in-state ADWin
New York, which we are required to have an in-state cal
center in our state.

But being an out-of-state, | don't know if
anyone el se here is licensed in New York that can speak to
t hat .

CHAI RMAN WNNER: Can | just ask why -- what is
It about Oregon or Pennsylvania that is attractive,
that -- where people in California don't get the jobs?

Wiy are you in Oregon? Wiy are you in Pennsyl vani a?

MR, H NDVAN: | can only respond for TVG TVG s
presence in Oregon, as M. Baedeker nmy renenber, extends
back to before there was an ADWin California. At the

time, it was the only place in the country that had state
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1 | egislation that would allow us to set up the type of
2 busi ness entity that we were setting up in order to do

3| this. And that operation has been there since that tine.

4 CHAI RMVAN W NNER:  Thank you.

5 MR. H NDVAN: Predates California.

6 CHAI RMAN W NNER:  Thank you.

7 COW SSI ONER CHOPER:  Just out of curiosity,

8| sir, you don't have to answer this, are your O egon

9 enpl oyees at all connected wth unions?

10 MR. H NDVAN: | don't know.
11 CHAI RVAN W NNER: Do you know, John?
12 MR, VALENZUELA: You know, | did talk to a young

13 | ady that was trying to organize up there wth |BEW and I
14 haven't heard of anything that was -- if they were ever to
15 organi ze. But it was -- IBEWwas trying to organi ze sone
16 | of the -- the people with the ADWand the Oregon

17 racetracks.

18 CHAI RMVAN W NNER:  Thank you.
19 Ckay. Now, | have two other speakers so we'l|l
20 | do that.
21 MR, VALENZUELA: | just want to address one nore
22 | thing.
23 CHAI RVAN W NNER:  Okay. Qui ckly, John.
24 MR, VALENZUELA: Real quickly, just so you know,
25 | did want to tell you that | did get approached by
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1 Bl i ndspot. Blindspot, we did sit down, they tal ked, and
2| they wanted us to cone back w th suggestions on how we
3 could create jobs with their conpany because they're

4| trying to reach out to new custoners.

5 CHAI RMAN W NNER:  Who is this?
6 MR, VALENZUELA: This was Blindspot. B Spot.
7 l"'msorry. B -- I"'msorry. B Spot. Correct. Sorry

8 about that.
9 Yeah. It's B Spot. They basically are -- their

10 | target is a gam ng conmunity, people that play ganmes on

11 their --

12 CHAI RVAN W NNER:  Yeah

13 MR. VALENZUELA: -- devices and then --
14 CHAI RVAN W NNER:  Yeah

15 MR. VALENZUELA: -- introduce themto

16 hor ser aci ng.

17 And, lastly, | wanted to tell you, Gene Chabrier
18 has reached out to ne. And the only reason that we

19 didn't -- he wanted to bring out a new contract, and |

20| told himfromthe beginning there was going to be one

21 contract for the whole group. It was going to be the sane
22 contract, and anything outside of that would be different.
23 But for that particular recognition agreenent, it would be
24 | all the sane.

25 And that's the reason we're trying to get
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1 everybody -- staff also asked ne to make sure if | could
2 do this, have everybody get licensed at the sane tine and
3 expire at the sane tine, so..

4 CHAI RMAN WNNER: Al right. 1'mnot sure --

5 that wll be an -- that would be an interesting discussion
6 if you're able to not achieve that, whether it woul d make
7 sense to achi eve what you can on a conpany- by-conpany

8 basi s.

9 MR, VALENZUELA: Let's see.

10 Al'l right. There's only one -- there's one

11 thing I wanted to bring -- you know, just so you know, in

12 our industry, with the traditional business, when the

13 | oss -- tickets are |ost, that noney would go and be

14 averted -- well, benefit the backsi ders.

15 CHAI RVAN W NNER:  Yeah

16 MR, VALENZUELA: You know, with online wagering,

17 | you have -- the lost tickets has dimnished so nmuch that

18 | that particular organization is |o0sing noney.

19 CHAI RVAN W NNER: | don't think they're | ost

20 | tickets with ADW. But here's --

21 MR, VALENZUELA: Well, they're not |ost tickets

22 but --

23 CHAI RVAN W NNER:  Yeah. Uncol | ect ed.

24 MR. VALENZUELA: Uncol | ect ed.

25 CHAI RMVAN W NNER:  You coul d have uncol | ect ed
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1 accounts, you could have people who die and their accounts

2 are not collected, you could have people who just forget

3 or the anmobunt is so low, they -- what happens to that

4 noney? |It's an interesting question. |In the old days, of
5| course, all these charities benefited fromlost tickets.
6 | think the Wnners Foundation benefits partially from

7 uncashed tickets. |[Is that not correct?

8 EXECUTI VE DI RECTOR BAEDEKER: | don't believe

9| the Wnners Foundation does.

10 CHAI RMAN W NNER:  Okay. Well, sonebody -- sone
11 | of the charities do for sure.

12 EXECUTI VE DI RECTOR BAEDEKER  Yes, indeed. The
13 extra --

14 CHAI RVAN W NNER:  What happens with uncol | ect ed

15 funds? How do you -- what happens wth thenf

16 MR, ALLEVATO That's handled state by --

17 Tony Allevato, NYRA Bets.

18 That's handl ed state by state and there's a
19 process that goes into --

20 CHAI RVAN W NNER:  Okay. Well, what happens --
21 TVG Let's take TVG  What happens with uncoll ected

22 | funds?

23 MR H NDVMAN: | believe they're, as Tony

24 menti oned, on a state-by-state basis.

25 CHAl RMVAN W NNER:  Well, in California.
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1 MR. H NDVAN: There are laws and rules. | don't
2 know t he escheatment process in California by heart, but

3 there is, I'msure, an escheat nent process.

4 CHAl RMVAN WNNER: Is there -- isn't there in

5 fact over a period of tine --

6 MS. FOLEY: Yes, there is --

7 CHAl RMVAN W NNER: Doesn't TVG or don't sone of

8| the ADWs actually charge anything for uncollected funds?

9 You start charging the client?

10 M5. FOLEY: Nicole Foley from NYRA Bets.
11 | do know that in California, it's a three-year
12 process. You wait three years. |If the noney has been

13| sitting there, the account hasn't been used in three
14 | years, you informthe custoner, you contact them |If you
15 can't get their -- any response, the noney does go, |

16 believe, to the Secretary of State. You need to go to an

17 unclainmed funds. It's a state -- it's part of --

18 CHAI RVAN W NNER:  And during that three-year

19 period, is the noney locked? Is it in a lock -- you

20| don't --

21 MS. FOLEY: You can't -- no. It's --

22 CHAI RVAN WNNER:  -- profit fromit?

23 M5. FOLEY: That's correct. No. In New York --
24 CHAI RMAN WNNER: It's not interest bearing --
25 M5. FOLEY: And NYRA Bets | can speak to only,
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and no, we do not.

EXECUTI VE DI RECTOR BAEDEKER:  There's no service
charge that's --

MS. FOLEY: In NYRA Bets, we do not.

EXECUTI VE DI RECTOR BAEDEKER: -- that's charged
to the account?

CHAI RMAN W NNER:  Any of you, is there a service
charge? Do you charge a service charge to the account?

MR H NDMAN:  Yes. | believe TVG does if your
account is inactive for a certain period of tinme. There
will be a mniml charge to maintain your account but --

CHAI RVAN W NNER: How nmuch is that, do you know,
John?

MR. H NDVAN: | don't know.

CHAI RVAN W NNER:  Maybe you can find out for us.

MR, H NDVAN. Ckay. And | would also note that
as you're aware, the interest on California account funds
goes to charities in the state pursuant to the statute.

CHAIl RVAN W NNER:  Right. Ckay.

MR. CHABRIER  Yeah. This is CGene from
Xpr essBet .

You know, we do have, |ike, a nonthly surcharge
just to keep the accounts active as well. But, | nean,
they have to be dormant for at |east 24 nonths before we

even, you know, go that direction
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1 CHAI RVAN W NNER: But, again, it's a kind of a

2 flip-flop, isn't it, that when a ticket is uncashed, if

3 peopl e are wagering at the racetrack, that uncashed ticket

4 benefits racing or people associated or charities

5| associated wth racing. But if they're betting through
6| ADWat the racetrack or anyplace else, then after a

7 certain period of tinme, the ADWcharges a service charge.
8 So instead of benefiting, the player is in fact paying,
9 and you're benefiting.

10 Al right. Geg Avioli.

11 MR AVIQLI: I'lIl be brief, given the hour of
12 | the day. Geg Avioli, TOC

13 | just wanted to comment on Conmm ssioner

14 Kri korian's point about the audit, and then Counsel

15 referenced he'd like to make that information

16 | confidential.

17 The actual statute says that the ADW w ||

18 provi de the Board and the Horsenen's Association with an
19 annual audit of, quote, "financial transactions of the
20 | ADW provided with respect to wagers authorized by the

21 section."”

22 That's pretty broad. And what we would like is

23 the opportunity, we'll do it within a day, is to submt to

24 | the CHRB what we think that should include, the types of

25 transactions that as the horsemen we'd |i ke to see. And
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we think it mght be appropriate if the Board is going to
ask for that information that maybe we put off the actual
licensing for a nonth until the Board gets that
information and can review it.

CHAI RVAN W NNER: Let nme ask you a question.
Have they provided that in the past?

MR AVIOLI: To the extent that |'ve | ooked at
the TOC files, |I've never seen an audit. |'mnot sure if
one's ever been done.

COW SSI ONER AUERBACH: | can address that in
that when | -- years ago when | was at the TOC and
remenber havi ng neetings specifically with TVG and not
w th anybody else, it was sonething that was supposed to
happen and never did. So we're all to blanme because we,
you know, kind of let it slide. But |'ve never seen it.

CHAI RMAN W NNER:  Okay. M. Balch --

Anybody el se for M. Avioli?

M. Balch? O, I'msorry. Josh. It was Josh
| apol ogi ze. Josh --

COWM SSI ONER AUERBACH: Sane -- they look a | ot
al i ke.

CHAI RVAN W NNER:  Yeah.

MR, RUBENSTEIN: Josh Rubenstein, Del Mar. [|'Il
be very brief because it's been a | ong day.

| just want to quickly address the topic of
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geol ocation. |In 2015, there was approximtely

$600 mllion in ADWhandle in the state. And while it's
open to interpretation how much of that was ADW custoners
accessing their accounts on track, we do know t hat when an
ADW bet is made on track as opposed to through the

wi ndows, horsenen and track comm ssions take about a

50 percent haircut.

And as a track operator who is trying to
mai ntai n purse |l evels and narketing budgets, that's --
this is a real challenge. And we definitely don't want to
I nconveni ence the custoner. W want custoners to be able
to access their ADWaccounts wherever they are in the
state. W just need to get the margins. |[If sonebody's on
track, we need to get the margi ns back to on-track wager.

CHAI RVAN W NNER:  Thank you.

COWM SSI ONER AUERBACH: Thank you, Josh. That
was ny point. But you said it nmuch nore succinctly than I
di d.

CHAI RMAN W NNER:  Okay. Now, M. Baedeker has a
couple of points as well, and then | will make a few
points and we'll nove on to the notion.

EXECUTI VE DI RECTOR BAEDEKER:  First of all, |
guess the color of ny hair would indicate that |'ve been
around | ong enough to have been part of these formative

efforts way back when the | aw was crafted.
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And we were tal king about this in 1995,

Steve Brenner -- | forget his nane. Anyhow, with ODS
Technol ogi es.

UNI DENTI FI ED SPEAKER.  Mar k.

EXECUTI VE DI RECTOR BAEDEKER: Mar k Brenner ?
Yeah.

Was the first one to bring it to us and get the
I ndustry support. Anyhow, at that time -- and of course
the | aw was passed, | think, in 2001 or 2000. The | abor
conponent of this thing was very significant at that tineg,
and that's why there is this specific | anguage that tal ks
about the card check and neutrality | anguage cannot be
conditioned by either party on natters outside of the
requi renents of that paragraph, because it was antici pated
that this argunent woul d be taking place.

And | believe, John, that at | east when we were
wth TVG and the hub agreenent was signed with Oregon that
there was a commtnent on the part of the conpany to
provi de jobs there, as part of that political process.
Maybe that's not true. Anyhow, just the point is that
this was a big issue back when the [ aw was witten.

The other thing going back then is that nobody
anticipated that it would be possible to nake an ADW wager
on track. Cell phones were the sizes of bricks. There

weren't apps, and so nobody really even thought about
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this. They thought that, you know, it would be a
di sadvantage for an on-track custoner to not be able to
bet what was offered at ADW

So this geolocation thing is -- could never have
been contenpl ated back when the [ aw was witten.

The other thing that I'd like to say is that one
thing is painfully clear here, is this annual audit is
required by the law, and it's not -- the Board is not
required to get the audit fromthe ADW conpanies. The |aw
requires that the ADW conpani es provide this annual audit.

So essentially --

CHAI RVAN W NNER:  You' ve been operating in
violation of the law, essentially.

EXECUTI VE DI RECTOR BAEDEKER  -- each of these
ADW conpanies in front of us, yeah, is in violation of the
law. So we need to fix that.

And what | would recommend is that in the next
neeting or two, that staff cone back to the Board here and
address this -- these requirenents in the statute so that
not only you all will understand what the process will be
goi ng forward, but of course all of the applicants wll
too. And then we can put this confusion behind us.

CHAIl RVAN W NNER:  Ckay. Wth that, | would --
let me just say, as we try to wap things up here, nobody

suggests that you should not be nmaking a profit. Nobody
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suggests that you should be in business in California and
not be nmaking a profit. And nobody suggests that having
ADW is not good for racing. At least -- we can go back
and argue whether it was good for racing in the first

I nstance. And sone of us may have different views as to
whether it's benefited racing or not benefited racing, or
whet her it was a good idea then or a bad idea then.

But right now, we can't -- it would be very hard
for racing to operate without -- w thout you guys. And we
all recognize that. And we want you to be profitable.

We have different views in terns of possibly
what you're giving back, and that's what you're hearing
today. You're hearing that discussion.

What we'd really like is for you to take all of
this into consideration, all of the things that have been
di scussed, and conme back to us with sonme thoughts about
how to resol ve these problens in a nmutually beneficial way
so that they're not dreadfully harnful to you, but at the
sanme tinme they're nore hel pful to racing.

So with that, what |'d like to do is
recommend -- |1'd like to nove that we grant the |icense
for all of these conpanies for a period through January,

t hrough January, until February, and that the license then
be revi ewed again either at the Decenber neeting or the

January neeting.
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W may not -- | nean, we don't know -- the
reason |I'mdoing that is because of all the things you' ve
heard with respect to everybody el se today, and that is
what happens if we don't have a January neeting? Then you
guys are stuck without a license. | nean, if we don't --
l"msorry. |If we don't have a Decenber neeting, then
you're stuck without a |icense, and that's not good for
anybody.

COW SSI ONER KRI KORI AN: Wul d February be nore
appropriate than January?

CHAIRVAN WNNER: | kind of like to push the
but t on.

COW SSI ONER AUERBACH: Chuck - -

COWMM SSI ONER KRI KORI AN: Second.

COW SSI ONER AUERBACH:  -- is there -- just
while we're doing this, is there sone specific direction
we can give these conpanies that will help direct themto
what is we really -- | nean, we've tal ked about it, so |I'm
assum ng that you would know. But is there sonething
specific --

CHAI RVAN W NNER:  They don't get it.

COWMM SSI ONER AUERBACH: No. But any of the
conmi ssi oners --

CHAI RVAN W NNER:  Either we're not speaking

clearly or they're not --
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1 COW SSI ONER AUERBACH:  -- would |ike to see is
2 sonet hi ng specific. GCeorge?

3 COW SSI ONER KRI KORI AN: Wel I, | nean, one of

4| the things that's cone up is the geolocation, which is

5 sonething that's significant. And then | think the other
6| thing is just generally is a way to basically share things
7 on a different schedule and what currently exists. And

8 | you may have different ways and things you m ght want to

9 propose to deal with that.

10 CHAI RMAN W NNER:  Yes, Comm ssi oner Choper

11 COMM SSI ONER CHOPER: | speak obviously only for

12 nysel f about this.

13 You know, a begi nning conpany |ike Watch and

14 | Wager, you know, you want to get into the position of sone

15 of the others so that you gotta be concerned about this.

16 | Al right? W don't want to discourage -- |'m serious.

17 We don't want to discourage anybody from-- you know, we

18 | appreciate that. You're -- a couple nonths, did you say,

19 or is it 30 days? All right.

20 Vell, is there still tine to change your m nd?

21 Anyway, | think it's -- | can't -- | don't know,

22 state it any better, probably not as well as the chairman

23 has said it. Everyone's gotta just pay their fair share

24 here. And we don't want to make anybody not nmeke a good

25 profit here. But the question is the extent to which it's
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1 gotta be shared with the rest of the industry that you're
2 benefiting from

3 Now, to ne, that just makes all the sense in the
4| world. And nmaybe there's sonmething wong with it, but at
5 | east that's where I'mcom ng from

6 CHAI RMVAN W NNER:  Anybody el se?

7 Motion on the floor. [It's been seconded.

8 M . Choper, how do you vote?

9 COW SSI ONER CHOPER:  Yes.

10 CHAl RMVAN W NNER: M. Krikorian?

11 COW SSI ONER KRI KORI AN: Yes.

12 CHAI RMVAN W NNER:  Conmi ssi oner Auer bach?

13 COW SSI ONER AUERBACH:  Yes.

14 CHAI RMVAN W NNER:  Chai rman votes yes.

15 Motion's approved.

16 MR. H NDVAN:  We didn't understand the notion
17 Sorry.

18 CHAI RMAN W NNER: Okay. You have a license

19 t hrough January.
20 MR, H NDMAN:  January --
21 CHAI RMVAN W NNER:  Thr ough January.
22 MR H NDMAN:  January 1? January --
23 CHAI RMVAN W NNER:  Thr ough January.
24 MR, H NDVAN:  Through the nonth January.
25 CHAI RVAN W NNER:  The end of January. So we
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1| wll probably -- and I will -- |1 will do this now, at

2 | east -- it may change, but for now, I'mgoing to -- the

3| ADWCommttee --

4 You're -- it's your commttee; correct?

5 COW SSI ONER KRI KORI AN: Yeah.

6 CHAl RMVAN W NNER:  And Richard was on the

7] commttee.

8 COW SSI ONER KRI KORIAN:  It's just ne now.

9 CHAI RVAN WNNER: Ckay. |'mgoing to appoint

10 nyself to the commttee, with Comm ssioner Krikorian being
11 the chairman of the conmttee, and we w Il probably --

12 COWMM SSI ONER CHOPER:  You're a prince.

13 CHAI RMAN W NNER:  Par don ne?

14 COWMM SSI ONER CHOPER: | said you are a prince.
15 CHAI RMAN W NNER:  That's not what they think.

16 Il wll suggest that we will probably --

17 recognizing we're in holiday season and all that, we'll

18 probably try to have a commttee neeting prior to the

19 Decenber neeting, if we can.
20 kay? And then we'll maybe rehear this in
21 Decenber, if there's a Decenber neeting, and hopefully you
22 guys can be granted | onger-termcontracts, assumng we're
23 all satisfied with how you respond to the discussion
24 | today. And if we can't have a neeting in Decenber, then
25 it will be put off until January.
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1 John?
2 VR VALENZUELA: | would like to ask the Board

3 that if we could be part of that ADWconmttee for the --

4 CHAI RVAN W NNER:  You can cone to the neeting.
5| You'll be invited to the neeting.
6 MR. VALENZUELA: Well, that's what we want. W

7 want to nake sure that we're involved as far as --

8 CHAl RMVAN WNNER: Yes. You will be involved.
9 MR, VALENZUELA: Thank you very nuch.

10 EXECUTI VE DI RECTOR BAEDEKER:  Public neeting.
11 CHAI RVAN W NNER: It's a public neeting.

12 EXECUTI VE DI RECTOR BAEDEKER: It's the

13 Pari-Mituel Conmittee that wll neet.
14 MR, VALENZUELA: No. | nmean -- |I'mtalking

15 about the tal ks outside of the commttee itself.

16 CHAI RMAN WNNER: Onh, | don't -- the process is

17 up to you guys. Rick?

18 | nmean, if you would |like us to be involved in
19 working with you, obviously just |like wth dates, just

20 like with everything el se, we're happy to be hel pful, but
21 It isn't up to us. Your agreenent is between -- that's
22 bet ween you, not us.

23 As far as the notice to commttee, it's a

24 | commttee neeting. Like all other conmttees neetings,

25 It's noticed, it's public, and you're certainly welcone to
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1 attend.

2 MR, VALENZUELA: Al right. Thank you

3 CHAI RMAN WNNER: Is there a notion to adjourn?
4 COW SSI ONER AUERBACH:  No. | want to stay.

5 CHAI RVAN W NNER: This neeting is adjourned.
6 | Thank you all

7 (At 3:03 p.m, the proceedi ngs were

8 concl uded.)
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