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MR, WOOD: Ladi es and gentl enmen, woul d everyone
pl ease take a seat so we could start this norning's
nmeeting? Please find a seat.

(Pause on the record.)

MR. WOOD: Good norning, everyone, and | want
to wel cone you to the regularly schedul ed neeting of the
California Horse Racing Board. This neeting is being
conducted on Thursday, June the 6th, 2002. And we're in
t he Long Chance Room of the Turf Club at Bay Meadows Race
Track in San Mateo, California.

Before we begin with the neeting this norning,
|"d like to introduce the Conm ssioners who are in
attendance. M. Chairman, Al Landsburg, Vice Chairman,
Roger Licht, Conm ssioner Sheryl Granzella, Conm ssioner
John Harris, Conmm ssioner Marie Mretti, and Comm ssioner
John Sperry.

We're going to have a little new technol ogy
introduced in this norning in our court reporting
reginmentation. |It's going to be audio recorded. | would
respectfully request that you speak clearly into the
m cr ophone and you get close to the m crophone when you
speak.

Also, it would be acceptable for the court
reporter and for us and hel pful if you would not talk
over each other. Cross talking would be difficult for us

tointerpret. So if you could wait 'til soneone finishes
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before you make a statenent, it'd be nost helpful in
transcri bi ng.

Wth that 1'd like to turn our neeting over to
our Chairman, M. A Landsburg.

CHAI RVAN LANDSBURG  Just one nore note on
that, Roy. A great thanks to Bay Meadows for correcting
the air conditioning in here and making this neeting far
nore pl easant than yesterday. Although |I did |ose three
pounds, so | thank Bay Meadows for that.

Secondly, just a rem nder, | noted yesterday
t hat once you' ve appeared at the m crophone and spoke,
the second tinme you tend not to repeat your nane. Pl ease
be sure today, because of the way we're doing this
nmeeting, to repeat your nanme each time you're called upon
to present argunent to this Board.

Wth that, we wll go to item agenda one,
approval of the Mnutes of the regular neeting of March
28th. | wll entertain coment on that -- on those
M nut es.

(No audi bl e response.)

CHAI RVAN LANDSBURG. There is no comrent. May
| have a notion to approve the m nutes of March 28t h?

M5. MORETTI: | would nake a notion.

MR. SPERRY: Second.

CHAI RVAN LANDSBURG. Moved by Commi ssion

Moretti. Second by Conm ssioner Sperry. Al in favor?
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(Voi ces saying aye.)

CHAI RVAN LANDSBURG.  (Qpposed? Qppo -- oppo --
oppo -- I'"'min a opposed -- opposed? It is carried
unani nously, whether that's heard or not. Does it now
work? No. Testing, testing, testing. Thank you. The
nmotion is carried unani nously.

Itemtwo on the agenda, approval of the M nutes
of the regular neeting of April 25th. |Is there any
corrections suggested?

(No audi bl e response.)

CHAI RVAN LANDSBURG. Any di scussi on suggest ed?

(No audi bl e response.)

CHAI RVAN LANDSBURG. | will then entertain a
notion to approve the M nutes.

M5. CRANZELLA: So noved.

CHAI RVAN LANDSBURG. So noved by Comm ssi oner
G anzel | a.

M5. GRANZELLA: Got ny nane right.

CHAI RVAN LANDSBURG  Second? |'m sorry,
didn't hear the second.

MR. SPERRY: Second.

CHAI RVAN LANDSBURG.  Second by Comm ssi oner
Sperry. Al in favor?

(Several ayes.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)
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CHAI RVAN LANDSBURG. The approval of the
M nutes of the regular neeting of April 25th is
unani nously approved.

Moving on to the real agenda itens of action
and di scussi on, discussion and action by the Board on the
application for license to conduct a horse race neeting
of the Solano County Fair at Vallejo comrencing July 10th
t hrough July 21st, 2002, inclusive. Jackie Wagner?

M5. WAGNER:  Jacki e Wagner, CHRB staff. The
application before you is fromthe Sol ano County Fair.
They are proposing to race fromJuly 10th through July
21, or 11 days, just one day less than they raced in the
year 2001

They are proposing to race a total of 118
races, which is 10 less than they raced | ast year.

They will be raci ng Wednesday t hrough Sunday,
with five days of racing the first week, and six days of
raci ng the second week.

Their first post tine will be 12:15 p.m, and
they will be coordinating their post tines or adjusting
themfor the -- for the coordination of the California
post tines.

Their wagering programw ||l use CHRB rules. W
have a nunber of itenms that are m ssing and they incl ude
fromthe Fair the fire clearance, the nane of the paddock

judge, the placing judge, and the starter.
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We have received the Horsenen's agreenent of
the TOC sign-off for all the fairs. W have received
that. And we are still mssing the Horsenen's agreenent
for the Appal oosas.

Staff would recommend that the Board approve
t he application contingent upon us receiving the m ssing
i nformation.

CHAI RVAN LANDSBURG:  Di scussion of this
approval request?

MR HARRIS: On the general adm ssion prices,
know that this fair is not --

CHAI RVAN LANDSBURG. John, pl ease, we have to

identify.

MR HARRIS: OCh, I'msorry.

THE REPORTER: | got everybody here.

CHAI RMVAN LANDSBURG. Thank you. Thank you
Sorry, John.

MR. HARRIS: John Harris. On the general
adm ssion prices, | notice it's going up. This fair

really hasn't done too well wth attendance. How -- does
this include getting into the fair itself or just -- or
just this is a separate charge just to go to the races?
M5. WAGNER: There will be a representative
from Sol ano that can answer that.
M5. MERRI MAN:  Good norning. Kim Merriman,

CGeneral Manager of the Sol ano County Fair. The adm ssion
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price, M. Harris, is for general admssion to the fair
and to the horse racing neet. W are running an early
bi rd special, however, each day of the race neet, which
w Il be publicized in the Al ameda program and al so
advertised in the daily racing formwhich wll provide
hal f price parking from11:00 to 1:30 daily, and we w ||
al so be offering half price food and beverage early bed

specials from11:00 to 1:30 daily as well.

MR HARRIS: Ckay. | think that's good
because -- actually it's particularly good if that price
gets -- if you get into the fair, you cone to the races

free, basically.

CHAI RVAN LANDSBURG.  Furt her questions?

MR, LICHT: Just a conmment, and | guess we'll
get into this nore in the pari-nmutuel conmttee report.
The comm ttee decided yesterday that it's going to make
it a high priority in the future on all |icense
applications that we receive an affirmation from people
who are receiving our audi o-video signal that they are
not in fact taking wagers from California residents. And
that's a very high priority.

And | think all the Association should know
that so that in the near future we are going to request
and/or require an affirmation that bets from California
residents are not being taken.

CHAI RVAN LANDSBURG.  Furt her question or
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di scussi on?

(No audi bl e response.)

CHAI RVAN LANDSBURG. And we have a notion to
approve the application subject to the conditions set by
Ms. Wagner ?

MR. LICHT: So noved.

MR. HARRI'S: Second.

CHAI RVAN LANDSBURG  All in favor?

(Several voices say aye.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)

MS. MERRI MAN:  Thank you very nuch.

CHAI RVAN LANDSBURG Mdtion is carried to
approve the application for license to conduct the horse
race neeting at the Sol ano County Fair unani nously.

Next itemon the agenda is discussion and
action by the Board on the application for license to
conduct a horse race neeting of the Sonoma County Fair at
Santa Rosa commencing July 24th through August 5th, 2002,
i nclusive. Jackie?

M5. WAGNER:  Jacki e Wagner, CHRB staff. This
application is fromthe Sonoma County Fair. They are
proposing to race fromJuly 24th through August the 5th,
or 12 days, which is the sanme that they raced in 2001.

They are proposing to race a total of 134

races, which is 2 nore than they ran | ast year.
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They will be raci ng Wednesday t hrough Monday
with 10 races per day Mondays, Wdnesdays and Thursdays,
and 12 races on Saturdays, Sundays, and 13 races on
Fri days.

Their first post tine is 12:45 p.m And agai n,
this fair will be adjusting their post tines coordinate
with the California post tines.

Their wagering programw | utilize the CHRB
rul es for wagering.

We are mssing fromthis application a fire
cl earance and the name of the second pl acing judge.
Agai n, we have received the Horsenen's agreenent fromthe
TOC. And we are m ssing the Horsenen's agreenent for the
Appal oosas.

Staff had recommended t he Board approve the
application contingent upon us receiving this
i nformati on.

CHAI RVAN LANDSBURG. Just | have a question
Who is going to represent the fair? This is a general
guestion. You happen to be the one on the firing |line,
but it isn't specifically directed at you.

The CHRB has undertaken the inspection of back

stretch facilities. And | didn't note it in the -- in
the license as having been checked and approved. Is it
in-- is it inthe license to --

M5. WAGNERT We're in the process of doing
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that. W have inspected nost of the fairs. And the ones
t hat have not been conpleted will be conpleted prior to
the -- to the fair comenci ng.

CHAI RVAN LANDSBURG  Then my question is
specific to Sonoma. Has it been approved for this
| icense application?

M5. WAGNER:  Yes, it has.

CHAl RVAN LANDSBURG. It has. | just -- we have
to know t hat now because it's part of our charter.

Chris, did you want to say sonething?

MR. KORBY: Chris Korby, Executive Director
California Authority of Racing Fairs. Wth respect to
the -- to all the fairs that conduct live racing, we've
wor ked closely with the Board probably for the |ast year
and a hal f.

Invited Roy M nam to each of the race neets.
W' ve gone through the stable areas, identified areas
that need inprovenent. And we've undertaken a pretty
extensive program of inprovenent to our back stretch
facilities, which is still going on. And we anticipate
will continue to go on for a couple nore years.

So we're very aware of that situation and
nmoving to address it.

CHAI RVAN LANDSBURG. | 'm pl eased to hear it,
and |'m pl eased on behalf of the Board to say thank you

for that kind of effort. And | hope it wll continue.
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Are there any further questions about this
appl i cation?

MR HARRIS: This wouldn't be --

CHAI RVAN LANDSBURG Do you have a comment ?

MR HARRIS: I'msorry. This wouldn't be just
for this, but a lot of the applications -- I'"'mnot really
clear on the out-of-state wagering systens. There's a
whole ot of them Are they individually contracted
with, or how do the fairs actually contract with al
t hese peopl e?

MR. KORBY: We -- generally there are
i ndi vidual contracts with them In sone cases we
contract with an internediary. As in the case of

St evenson and Associ ates, they were here yesterday

speaking to the Board, | think you' re aware of how t hat
works. So there are -- there are several different
structures for -- or several different nechanisns for how

t hose contracts are carried out.

MR. HARRI S: Like one of our concerns is that
sone of these -- if in fact they are advance deposit
wageri ng-type conpanies, that they need to be licensed in
California. They're taking bets fromCalifornia. There
needs to be sone oversight. That if they're known to do
business in California, that they be licensed here.

MR. KORBY: We would defer to the Board's

deci sion on that matter.
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MR, LICHT: Well, Chris has been very -- he and
| have had sone interaction with respect to making sure
that there's full conpliance, and | think we're working
toward that end.

MR. KORBY: 1'd just like to make one note on
t he Appal oosa Horsenen's agreenent, which as Jackie has
noted, is not present yet. There is no outstanding
di sagreenent wth that organization. |It's just a matter
of exchangi ng execut ed signature pages.

CHAI RVAN LANDSBURG Right. And | take it fire
regul ations are part of for the |ocal processing and
that's what's -- that's what's hol ding that up?

MR. KORBY: Yes. They wll be in place before
the neet starts.

CHAI RVAN LANDSBURG. | certainly hope so. |Is
there further discussion or gquestions?

(No audi bl e response.)

CHAI RVAN LANDSBURG. I n which case | wll cal
for a notion to approve the |icense.

MR, LICHT: So noved.

M5. MORETTI: Second.

CHAI RVAN LANDSBURG It has been noved and
seconded. All in favor?

(Several voices say aye.)

CHAI RVAN LANDSBURG. Al'l opposed?

(No audi bl e response.)
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CHAI RVAN LANDSBURG. So we now have Sonoma
County Fair's application and |license to conduct a horse
race neeting at the Sonoma County Fair unani nously
appr oved.

Moving on to discussion and action by the Board
on the application for |icense to conduct a horse race
nmeeting of the San Mateo Count Fair at Bay Meadows
commenci ng August 7th through August 19th, 2002,

i nclusive. Jackie?

M5. WAGNER:  Jacki e Wagner, CHRB staff. The
San Mateo County Fair has filed its application. They
are proposing to race from August 7th through August the
19th, or 12 days, which is the sane nunber of days that
they raced in 2001.

They are proposing to race a total of 143
races, which is 28 races nore than they ran in 2001.

They will be raci ng Wednesday t hrough Monday
with 11 races per day on Myndays, Wdnesdays, August
14t h, and Thursdays, 12 races on Wdnesday, August the
7th, and Fridays, and 13 races on Saturdays and Sundays.

They are proposing a first post time of 1:15
p.m daily, and a 3:15 p.m post on Fridays.

They will be utilizing -- the wagering program
will be utilizing the CHRB rul es.

We are missing fromthis application a fire

cl earance and the nane of the association that -- as with
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the other fairs, we have received the TOC sign-off. And
as indicated by M. Korby, the Appal oosa Horsenen's
agreenent we have not received.

Staff had recommended t he Board approve the
application contingent upon its receiving this
i nformati on.

CHAI RVAN LANDSBURG. Di scussi ons or questions
concerning San Mateo Fair? Good norning. W should
recogni ze the arrival of Conm ssioner Bill Bianco. W
understand that getting here can sonetinmes be a problem

MR. BIANCO | had a long drive.

CHAI RVAN LANDSBURG. And a hard one. Have we
voted? No, we haven't, have we. D d we vote on
San Mat eo?

MR. LICHT: No, we have not.

CHAI RVAN LANDSBURG | open for a notion on
approving the application of the San Mateo County Fair.

MR. SPERRY: So noved.

M5. MORETTI: Second.

CHAI RVAN LANDSBURG. So noved by Comm ssi oner
Sperry. Seconded by Conm ssioner Mretti. Any -- all in
favor?

(Several voices say aye.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)

CHAI RMAN LANDSBURG. The Board is unani mous in
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approving the application for license to conduct a horse
race neeting at the Santa -- of the San Mateo County Fair
at Bay Meadows unani nously.

Di scussion by the Board on the application for
license to conduct the horse race neeting of the Hunbol dt
County Fair at Ferndal e commenci ng August 8th through
August 18t h, 2002, inclusive. Jackie.

M5. WAGNER:  Jacki e Wagner, CHRB staff. The
Hunbol dt County Fair is proposing to race August 8th
t hrough August 18th, which is 10 days, the sane nunber of
days that they raced in 2001.

They are proposing to race 78 races, which is 2
nore than they ran |ast year.

They will be racing Thursday through Monday the
first week, and Wednesday t hrough Sunday the second week.

Their first post tinme is 1:55 p.m Saturdays
and Sundays. A 2:25 p.m post on Mndays, Wdnesdays and
Thursdays. And a 2:55 p.m post on Friday.

Their wagering programw | utilize CHRB rul es.

We are missing fromthis application the fire
cl earance, and again the Horsenen's agreenent fromthe
Appal oosas.

Staff had recommended the Board approve the
application contingent upon us receiving this

i nf ormati on.
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CHAI RVAN LANDSBURG. | have a question that is
somewhat off the |icense about the Hunbol dt Fair, but
just a personal curiosity. | was told that there was
sonme -- a great deal of interest in the filmng of Sea
Bi scuit, the American |egend, that m ght take place at
t he Hunbol dt County Fair. |'mjust curious to know
whet her, Chris, there's been any novenent on that.

MR. KORBY: There have been sone di scussion.
Stuart? | thought nmaybe Stuart Titus was here.

There have been sone di scussion with a | ocation
scout from Universal, who visited the fair and took sone
phot ogr aphs.

And there have been sone further |ocations --
or sone further discussions | believe with the Hunbol dt
County Fil m Comm ssion or Conm ssioner and sone peopl e
fromUniversal. There are discussions ongoing on that.

CHAI RVAN LANDSBURG. Just a curiosity, and as
you know I'm a supporter of the idea that novies on horse
raci ng hel ps horse racing, so -- particularly novies
about Sea Biscuit.

MR. KORBY: Well, we think that Hunbol dt County
Fair would be a wonderful |ocation for that story.

CHAI RVAN LANDSBURG. Let it -- let it so be
st at ed.

| s there questions or discussions of the

application for Hunbol dt County Fair?
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(No audi bl e response.)

CHAI RVAN LANDSBURG. I n which case may | have a
notion to approve the application?

MR. BI ANCO. So noved.

MR. HARRI'S: Second.

CHAI RVAN LANDSBURG. So noved by Comm ssi oner
Bi anco. Seconded by Conmm ssioner Harris. Al in favor?

(Voi ces say aye.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)

CHAI RVAN LANDSBURG. The notion to approve the
application for license to conduct the horse race neeting
of the Hunbol dt County Fair is unani nous and approved.

Movi ng on, discussion and action by the Board
on the application and |icense to conduct the horse race
meeting of the California Exposition State Fair at
Sacranment o commenci ng August 21st through Septenber 2nd,
2002, incl usive.

M5. WAGNER:  Jacki e Wagner, CHRB staff. Ca
Expo has filed its application for racing August the 21st
t hrough Septenber the 2nd, or 12 days, which is the sane
nunber of days that they raced in 2001.

They are proposing to race a total of 132
races, which is one nore than they raced |ast year. They
wi |l be racing Wednesdays t hrough Monday with 11 races

each day.

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 17



First post tine is 1:15 p.m daily, and a 2:45
p.m post on Fridays. They are proposing a 12:45 p. m
post on Sunday, August 25th, which is the Del Mar Pacific
Cl assi c day.

Items missing fromthis application include the
fire plans, the nanme of the fitness vet, a tiner, and the
entity that will be providing the tim ngs service.

We have received the TOC sign-off on this
application. And we are m ssing the Appal oosa Horsenen's
agr eement .

Staff would recommend the Board approve the
application contingent upon us receiving the m ssing
i nformati on.

CHAI RVAN LANDSBURG. Di scussi on and questions?

(No audi bl e response.)

CHAI RVAN LANDSBURG. I n which case | w |

entertain a notion to approve the application for Cal

Expo.

M5. CRANZELLA: So noved.

M5. MORETTI: Second it.

CHAI RVAN LANDSBURG  Moved by Comm ssi oner
G anzel l a and seconded by Conm ssioner Mirretti. Al in
favor?

(Voi ces say aye.)
CHAl RVAN LANDSBURG: Qpposed?
(No audi bl e response.)
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CHAI RVAN LANDSBURG. It's unani nous approval of
the application for license to conduct a horse race
meeting at the California Exposition and State Fair.

MR KORBY: M. Chairman, if | mght, 1'd just
like to extend a cordial invitation to all of you to cone
visit the fairs. W think fair racing is sonething
special and would Iike to have you as guests.

CHAI RVAN LANDSBURG 1'd like to recomrend t hat
M. Wod put together a bus tour for all of us.

MR WOOD: Ckay.

MR. KORBY: Thank you.

CHAI RVAN LANDSBURG. But | get to name the bus
| think it's a good invitation. It conmes in the m dst
of a couple of Board neetings and we can certainly try to

get there personally.

Di scussion and action by the Board on the
application for license to conduct a horse race neeting
of the Del Mar Thoroughbred C ub at Del Mar commenci ng
July 24th through Septenber 11th, inclusive.

M5. WAGNER:  Jacki e Wagner, CHRB staff. The
Del Mar Thoroughbred Cub has filed its application to
race fromJuly 24th through Septenber the 11th for 43
days, which is the sanme nunber of days that they raced in
2001.

They are proposing to race a total of 327
races, or 8.6 races per day.
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They neet the 10 percent requirenent of the
st akes purses paid for CALBREDS.

They will be racing six days per week,
Wednesday t hrough Monday, with eight races per day on
weekdays, nine races on opening day and on certain
weekend days, and ten races on certain weekend days,
Labor Day, and cl osing.

Their first post tine will be 2:00 p.m daily.

They are proposing a 12:30 p.m post on Sunday, August
the 25th, which is their Del Mar Pacific C assic.

We are missing fromthis application just the
fire clearance. And staff would recomend that the Board
approve the application contingent upon us receivVing
t hat .

CHAI RVAN LANDSBURG  For the record, we have
recei ved one copy of a revised Horsenen's agreenent. And
t hat Horsenen's agreenent we have not, of course, having
received it this norning, been able to reviewit, and
will be subject to reviewin the normal course of events.

|'ve asked M. Reagan to give us a breakdown of
the actual dollars as opposed to percentages. And we
will reviewthat and report on it at our next Board
meet i ng.

Any questions about the Del Mar application?

MR, LICHT: Well, you're tal king about the

agreenent with TVG that Horsenen's agreenent or what --
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CHAI RVAN LANDSBURG. This is -- this is --
according to the -- may | have the paper, John? 1It's the
ADW agr eenent .

MR, LICHT: Okay. Well, our next neeting is
after the neet has already started, so that could be a
problemto deal with it then

CHAI RVAN LANDSBURG | don't have an answer to
what Comm ssioner Licht has suggested. What we have now
is an approved Horsenen's ADWagreenent. | don't know
whet her or not the Board has any further discussion of
that. 1'd say we have to review it and in some way nake
our -- if thereis a revision, hear it. This is a three-
page docunent.

MR. FRAVEL: M. Chairman, Craig Fravel, De
Mar Race Track. | certainly appreciate your concerns
about the | ateness of your receipt of that. And
obviously I think with every simul cast agreenent, whether
it's ADWor nore traditional sinulcasting, the staff and
Board reserve the right to review those as part of the
approval process. So |I'mnot obviously going to debate
t hat subj ect.

| would point out that this is the sane
transaction as Hol |l ywood Park is currently operating
under, and the distributions will be in accordance with

those that CHRIMS is devel oping reports on and all that.
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So just for informational purposes, that |
think is the gist of the agreenent. And all the parties
have agreed to conply with that agreenent.

So I do think the next Board neeting is after
we open. And | leave it to the Board and staff as to how
they want to proceed on that.

MR LICHT: So you're representing that it's in
general the sane agreenent as we have with Hol |l ywood
Par k?

MR. FRAVEL: Yes, sir.

MR. LICHT: As far as the amount of the fee?

MR. FRAVEL: All the distributions are under
t he exact sane deal that's currently going on. And if
it'"s not, we will make sure that it's changed to conport
with that.

CHAl RVAN LANDSBURG. Wl l, it's just -- it is,
of course, sonmewhat beyond ny understanding at a quick
gl ance, which is why --

MR. FRAVEL: Yeah, | understand the Chairman's
concerns on that.

CHAI RVAN LANDSBURG. And whether or not it
fulfills the obligations under the ADWregul ations |
can't sinply judge in 10 seconds reading. So I'mtrying
to put that --

MR. FRAVEL: Yeah. | apologize for that.

was on vacation after the |ast neeting and then
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di stracted by other issues later on the agenda when | got
back. So it was not --

CHAI RVAN LANDSBURG. It's becomng -- it's
beconme -- I'"'msorry. | didn't nean to over-speak you.
It's becoming alnost traditional that we get this on the
day that we have to rule, and | don't think it's quite
proper for this organization and this Board to have to do
that on a last-m nute notice, particularly when there is
sone question as to whether or not this does in fact
conformto the Board' s regul ati ons as opposed to the
Interstate Wre Act.

There is controversy over that. W have been
over that controversy and over it. And it still hasn't
been resolved. And until it -- and it wll get even
stickier as we go forward in trying to resolve this
probl em

| don't know how to rule on this except to say
that we had an old Horsenen's agreenent. W now have a
revi sed Horsenmen's agreenent based on the changes in what
is called the founder's agreenent. That neans |'ve got
to go back to founder's agreenent to find out where the
changes have occurred and whet her they're approvable.

Under this pressure, if you wll, I"'mtrying to
hold it in abeyance. And there may be a tel ephone
nmeeting of the Board in order to square away our feelings

about it.
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MR, LICHT: | don't see why we can't just go
ahead and approve it based upon M. Fravel's
representations that it's the same as Hol | ywood and t hat
he would anmend it to make it in the sane form and sane

subst ance as Hol | ywood' s agreenent. And reserving the

right at our next neeting to, | guess, revoke our
approval if we're -- if that is not in fact true.
CHAI RVAN LANDSBURG Well, | don't doubt that

it's true. Once again, there's controversy as to whet her
it fits our regulations. That's the only thing that's
controversial here.

MR HARRIS: It clearly has the Horsenmen's
approval. | nmean if Del Mar wants to do it and horsenen
want to do it and the fee is under the cap, that's about
all there is.

CHAI RVAN LANDSBURG  And John, we've been
di scussing this until we're all blue in the face. And |
agree with you that there is still the problemin process
of having the proper agreenents for ADW

And I"'msorry to be a stickler about this, but

| think it's inmportant. | think it's inportant for
future TOC Boards. | think it's inportant for future
CHRB Boar ds.

Any further discussion?
MR. WOOD: The only thing I'd point out, M.
Chairman, is part of the application for Del Mar does
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i nclude the sinulcast of the ADWwith the TVG |s that
correct, M. Fravel?

MR. FRAVEL: That's correct.

MR WOOD: If we are going to approve the
application with the TVG agreenent or TVG as a si nul cast
provider, we need to discuss them and approve today
because their people want it before our next Board
meet i ng.

CHAI RVAN LANDSBURG. I n view of the | ateness of
the hour for receiving this, in view of the possibility
that the position of the -- concerning the regul ations
may or may not be adjusted, | will go along with
approval, fromny point of view, of the Del Mar neet and
t he agreenent for TVG

But if we get a last-m nute agreenent from any
group, | prom se you that this Board cannot take a | ast-
m nute agreenent. So be warned that if in the next -- in
the next presentation of these agreenents, we have to
have the agreenents at |east seven days in advance or
they will be rejected. Quite clear, M. Fravel ?

MR. FRAVEL: Yeah, M. Chairman. And again, |
apol ogize. | take full responsibility for the delay and
don't wish to cause this Board undue inconveni ence by
| at e subm ssi ons.

CHAI RVAN LANDSBURG. | wasn't attacking you.

MR. FRAVEL: Oh, | understand. But | do want
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to make that clear.

CHAI RVAN LANDSBURG. | sinply --

MR. FRAVEL: | do take responsibility for that.

CHAI RVAN LANDSBURG. | sinply --

MR, LICHT: On page four --

CHAI RVAN LANDSBURG. Go ahead.

MR, LICHT: On page four you left off the nane
of one of the directors. You left off the name of one of
the directors.

MR. FRAVEL: You know what? M President
pointed that out to ne as well. And it seens that our
copying got mxed up. And if you flipped past the two
pages that got interposed incorrectly in the application,
that particular director's nane is pronmnently at the top
of the page. So if he happens to nention it to you back
in New York, would you tell him --

MR WOOD: You want to add that name to the
page?

MR. FRAVEL: No. It's in there. Isn't it?

One thing | learned as a | awer is the one thing you
don't want to do is msspell directors' nanmes or |eave
t hem out of docunents.

CHAI RVAN LANDSBURG. The one thing |I've | earned
in show business is spell nmy nane right.

MR HARRIS: | would like to agree with Al an on

t he concept of getting these things. And it's not just
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this issue, but al nost every application we get in
there's still stuff we're waiting for that it's
frustrating to us to | ook at sonmething if it's not
conplete. Were if all the associations and fairs can
get everything done so it's a done deal when it's sent
in.

MR. FRAVEL: | would add that | think this --
we' ve done better than usual this year. And the only
mssing is the fire clearance, which historically is
filed after the Del Mar Fair is over. They won't even do
the inspection '"til the fair is conpleted. So | wll
never be in a position to offer you a conplete
application within the advance tine frane.

But we do have every other agreenent, and we
al so have -- although | don't believe it's necessarily
required, but Ed Helpern and |I could debate that, but we
have an agreenment in concept with the California
Thor oughbred Trainers, and | don't see any issues with
t hem ei t her.

CHAI RVAN LANDSBURG  Any further question or
di scussi on?

(No audi bl e response.)

MR, LICHT: | nove that we accept the Del WMar
application subject to Craig Fravel's representations
that this agreenment is in full conport with the Hol | ywood

Par k agreenment with TOC
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MR. HARRI S: Second it.

CHAI RVAN LANDSBURG. The approval has been
noved and seconded. All in favor?

(Voi ces say aye.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)

MR. FRAVEL: Thank you very much. | probably
don't have to do it, but I would like to invite you al
to Del Mar, too.

CHAI RVAN LANDSBURG  The Board -- no bus trip.

Pl anes. The Board has unani nously approved the
application for license to conduct the horse race neeting
of the Del Mar Thoroughbred C ub subject to Comm ssioner
Licht's reservation

Movi ng on, discussion by the Board on the
request to change the site for the allocated race dates
for the Los Angeles County Fair from Fairplex Park to
Santa Anita Race Track. M. Reagan?

MR. REAGAN. John Reagan, and it's R-e-a-g-a-n,
CHRB staff. Comm ssioners, as you know, this year after
runni ng at Ponona for many years, the L. A County Fair
has brought forth a proposal to the Board, a request to
change the venue of that neet.

They have reached an agreenent with the L. A
Turf Cub at Santa Anita. And given that next nmonth we

will receive their license application, they are asking

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 28



today to resolve the issue of whether or not that venue
change will be approved or allowed, and therefore having
much inpact on their proposed |icense next nonth.

So it's an issue we need to address today. And
| know since there are many people that want to speak to
you about that, I will conclude nmy remarks.

CHAI RVAN LANDSBURG.  Di scussi on, pl ease

MR, HENWOOD: Yes. My nane's JimHenwood. |
am President and CEO of the Los Angel es County Fair

Good norni ng, Chairman Landsburg and
Comm ssioners. | appear in front of you this norning on
behal f of the Los Angel es County Fair Association
regardi ng the subject of our agreenment with the Los
Angel es Turf Cub, Incorporated, to conduct the L. A
County Fair race neet at Santa Anita Park.

By the attention of the subject has received in
the industry and the press, and | ooking at the nunber of
people in this roomtoday, the Los Angeles County Fair
nmeet may be headed for the best racing season we've ever
had.

Yes, the Los Angeles County Fair intends to
remain in the racing business. Contrary to public
perception, comentary in the newspapers, the Los Angel es
County Fair remains conmtted to the business of horse
raci ng.

We are not |ooking to build a shopping center
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on the site of the racetrack. W are not |ooking to sel
our dates. W are not interested in dividing up our
dat es or abandoni ng our dates.

We are requesting in front of you today is only
to consider whether to run the Los Angel es County Fair
meet in Ponona or in Santa Anita.

| feel it's inportant for this Board to fully
understand why we are here today di scussing this issue.
Many of you nmay not be famliar with the history that has
led us up to this point.

Since 1995, the Fairplex Park has been in the
crosshairs of the racing industry as a target of change.

Various industry groups, including the Thoroughbred
Omers of California, TOC, the California Thoroughbred
Trainers, the CIT, have defined reasons why Fairplex Park
is not an adequate facility and therefore not worthy of
conducting racing in Southern California in Septenber.

One frequently nentioned reason is that it's
five-eighths mle track, the bullring. It elimnates
Breeder's Cup horses fromracing in Southern California
during the 17 days of the fair.

The second frequent nentioned issue is the |ack
of a turf course at Fairplex Park, which elimnates the
ability of turf racing in Southern California during the
17 days of the fair.

Let nme take you through a chronol ogical listing
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of the industry criticisnms of Fairplex Park for a nonent,
if I mght. |In Septenber of 1995, the TOC, represented

by Ed Friendly, which | believe was then Chairman, and

May Siegel, suggested that we change -- a change be made
inracing in calendar in Southern California. They felt
that racing should be held at a mle track in Septenber,
and that sinply Ponona was an inadequate track facility.

In January and February of 1996, M. Friendly
arranged a neeting with nyself and Dee Hubbard at
Hol | ywood Park to discuss ideas of weekend racing at
Hol | ywood Park during the fair, and to run -- and to run
the fair running its neet at Holl ywood Park were
di scussed.

At the June 1996 neeting of the Dates Commttee
from CHRB, a proposal for the 1997 raci ng dates suggested
that an overlap should be allowed on three weekend dates
at Hol | ywood Park during the 19 days of our Los Angel es
County Fair.

In 1966 -- in 1996, the TCC -- the CIT, |I'm
sorry, the trainers organization, announced publicly that
they felt that California needed a first class racing in
Sept enber.

Fairplex then hired Deloitte and Touche in
1996, in August, to conduct a study of the inpact of the
overlap situation. And the result of the study indicated

t hat such overlap woul d have been extrenely detrinmental
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to our neeting at the Los Angel es County Fair.

In 1996, Septenber, Hollywood Park approached
Fairplex with a proposal to run all 18 days of it's 1997
nmeet at Hol |l ywood Park. They projected a net profit of
$2 mllion, and suggested that the Los Angel es County
Fair split the funds 50-50. That idea was just sinply
rej ect ed.

In 1997, January, it was agreed by all the
parties that the weekend racing at Hol |l ywood Park
overlapping the fair just sinply would not work.

Early in 1997, Fairplex proposed expandi ng our
racetrack and devel oped | egislation that would enabl e the
project to happen through SB-281. This Senate
legislation -- this legislation failed due to the direct
opposition of Hollywood Park and the | ack of support of
this industry.

At a hearing in Sacramento in Decenber 1997, a
sel ect Assenbly Commttee on Racing and the CIT suggested
that racing in Ponona be changed to tw light program of
guarters, harness and other breeds. Many nenbers of the
CTT have since been very vocal in opposition to this
i dea.

In the sumrer of 1999, the TOC suggested that
the Los Angeles County Fair and its race neet nove its
date to July of 2000. Fairplex argued that the racing

program coul d not adapt to operate in July due to the
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i ssue concerning the running of two-year-old horses.

In 1999 and 2000, the Los Angeles County Fair
Associ ati on began a strategi c planning process that would
exam ne every aspect of its business. As a result of
this process, with the goal of providing the highest
quality facility for today's custoner, Fairplex in turn
met with representatives of Fairplex -- of Hollywood
Park, Santa Anita, Oak Tree, Del Mar, and visited with
t he TOC.

Di scussions focused on the future of the racing
i ndustry and where the Los Angel es County Fair race neet
would fit in that future. These discussions |ed to signs
of interest fromothers in our industry to host the Los
Angel es County Fair neet at their facility.

For the purposes of acconplishing what the
i ndustry has desired, an agreenent was nmade between the
Los Angeles Turf O ub, Incorporated, and the Los Angel es
County Fair Association and is now conpl et ed.

We have been in several recent articles and
trades di scussi ng our proposal to nove the race neet from
Fairplex to Santa Anita Park. These articles contain
comments attributed to nenbers of the industry.

It is interesting to note that the enthusiasm
exhibited by the industry for the Los Angel es County Fair
race on a mle track with a turf course has now sonmewhat

di sappeared. Those who have supported have noved as in
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the best interest of racing now feel that their own self
i nterest m ght be conprom sed.

Quite frankly, we are confused about the
positions now being taken in |ight of the seven-year
hi story of negative comments towards Fairplex Park and
raci ng.

When we were close to an agreenent to race at
Hol | ywood Par k, other associations, including the TOC and
Cak Tree, went on record supporting the idea. But since
t he agreenent has been reached wth Santa Anita, opinions
have changed. Wy?

Surely it's not the issue of its facility.
Santa Anita is clearly an outstanding facility with
anenities that today's race fans demand: cl ose parking,
af fordabl e pricing, easy access to the track. Excuse ne.

An overall first class facility. And all the benefits
are there for the nove.

We are al so expecting -- we al so expect on
track attendance as well to increase and overall handle
to increase as a result of this nove.

Simlar itens were reviewed positively when
di scussed in the center around the nove to Hol | ywood
Park. It should be noted -- also noted that the idea of
| easing the facility is not precedent setting. CQur
request to conduct our neet at Santa Anita is simlar to

t he agreenent of Oak Tree Raci ng Association has with
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Santa Anita, and in the north the San Mateo County Fair
has with Bay Meadows Racecour se.

Wiy does the industry -- what -- excuse ne.
What does the industry want to do? | invite those in
opposition to our nove to Santa Anita to speak openly in
public and explain their position.

Again, | will restate our position. The Los
Angel es County Fair Association desires to remain in
horse racing business. W believe conducting a race neet
at Santa Anita will better serve the industry. W intend
to continue in the stabling, training of horses at
Fai rpl ex. Excuse ne. And the sale of our -- and our
sal e of our horses through Barrett's.

| ask the Comm ssioners today to give Fairplex
direction. Qur license application to race in 2002 is
due in your admi nistrative offices by June 15th for
approval at the July 25th CHRB neeting in Del Mar.

We only have one week to conply with the
deadl i ne of the subm ssion. W need to know whet her we
may submit a license to race at Santa Anita, or we nust
submt a license to race at Fairplex Park in the best
interest of racing.

Thank you, Comm ssioners, for your patience and
time in listening to our issues and receiving a brief
hi story that has led this agreenent to nove our race neet

to Santa Anita.

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 35



The Los Angel es County Fair Association wants
to take the nost responsible position on the issue of
conducting a quality racing in California. W have been
in the racing business since 1933. And, in fact, we're
the first Southern California racetrack with pari-nutuel
wagering. W intend to be in the business for a |ong
time to cone.

| woul d wel cone your questions in order to
better respond to the concerns that you m ght have and
the industry has at large. W would |look forward to
working with you and the industry in making California
racing the best it can be. Thank you.

CHAI RVAN LANDSBURG ~ Thank you. Is there
further -- | think we should -- any of the Board nenbers
care to coment or have the associations who have raised
guestions comment first?

MR, LICHT: | have a couple of questions. You
said the TOC and the CIT have been on record that they
woul d be in favor of a nove to Hol |l ywood Park. Wen you
say on record and so forth, |I've never seen anything like
t hat .

MR. HENWOOD: Yes, Conmmi ssioner Licht, it has
been in the press and it has been in trade journal
articles and newspaper articles.

MR, LICHT: Okay. Well, | guess they can

comment on that later. And the other thing is, what are
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the financial terns of this with respect to the Fair and
Santa Anita?

MR. HENWOOD: Thank you. The terns -- | think
ultimately you can have a chance to | ook at the
agreenent. W are not certain that the best way to bring
forward those terns is in a public setting.

We have certain requirenents that we abide as a
501(c)5. Santa Anita has issues concerning the way in
whi ch their corporate policies are.

| can tell you that it is of an economc term
that satisfies the existing revenue streans that we have
| ooked to drive in the operation of our race neet at
Fairplex as we nove it towards Santa Anita.

And |ikew se, | would -- | would suspect that
Santa Anita has sufficient revenues there that they're
satisfied in making this transaction.

MR, LICHT: And one last thing. | understand
from di scussions with sonme of your people that you would
be having fair exhibits at Santa Anita. |s that correct?

MR. HENWOOD: Yes, that's absolutely correct.
Qur intent is to work to both cross pronote the fair
activities at Santa Anita, and also at Santa Anita
pronote horse racing, vice versa.

MR. LICHT: Thank you.

CHAI RVAN LANDSBURG. Questions fromthe Board?

John?
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MR HARRIS: Well, | nmean |I've got a | ot of
concerns about this nove. But one of them procedurally
is that in our racing rules we've got a rule that when we
all ocate dates, this 1430 says, (Reading)

"Dates allocated shall be subject to
reconsi deration or anmendnment only for
conditions unforeseen at the tinme of the
al l ocation.™
And | ast year we spent a lot of tinme on our

dat es because any neetings dates tie into everyone el se's
dates, and you can't really take any one out of context.
And I'"mjust not really clear what has changed that you
know about now that you didn't know about when you
originally applied for the dates.

MR, FORGNONE: Well, let nme respond. Bob
Forgnone, attorney on behalf of the Fair. M. Harris --
Comm ssioner Harris, | should say, back when -- when you
| ook at rule 1431 and it uses the term "unforeseen
ci rcunstances, " the question is unforeseen by whom It
isn't the associations that establish the racing
calendar. It is in fact this Conmm ssion.

Back in Septenber or August of 19 -- or 2001
when we were discussing the racing cal endar and there was
so nmuch controversy and so many neetings yourself and
Comm ssioner Tourtelot and the full Board in August

concl udi ng or adopting the calendar, the fact of the
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matter was no one knew at that time that there was going
to be such an arrangenent at this tinme. For al

practical purposes, it was unknown and it was al so

unf or eseen.

As a practical matter, if you broaden the
construction of unforeseen to say anything can change
over tinme, that you woul d never be able to change these
dates or make changes that were for the public benefit
sinply because, well, you should have thought about that
a year ago when you cane before us that you m ght be
doi ng this.

The answer is you didn't know. The rule
relates to your knowl edge. You didn't foresee it. Quite
frankly, the Fair didn't foresee it.

MR. HARRIS: Yeah. | think that --

MR, FORGNONE: Quite frankly, until My 2nd, |
didn't foresee it as an attorney that there would be a
deal because these things are fraught with many, nmany
problens of trying to get two peopl e together.

MR. HARRIS: Yeah. | think the way |
interpreted it was nore unforeseen would be a
catastrophic event like a fire or sonething where you
physically just couldn't do it. Were | don't consider
unforeseen to nean if you got a slightly better financial
deal and that wasn't foreseen, so now you want to change
it.
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MR, FORGNONE: No. | would say that
unforeseen, as | construe it, is far broader than just
the, you know, we had an earthquake or a fl ood.

MR. BLAKE: M. Harris, may | add that --

MR, FORGNONE: And by the way, may | add one

ot her thing? Excuse ne, M. Blake. [|'Il defer. [|I'm
sorry.

MR. BLAKE: No. | was -- | didn't necessarily
disagree with that. | just wanted to point out that the

Board al | ocates race dates under section 19530, and the
allocation is to applicants, not to -- an entity that
applies, not to a | ocation.

MR. FORGNONE: Correct.

MR. BLAKE: So |I'mnot sure that the unforeseen
di scussion is necessarily rel evant.

MR. FORGNONE: That's true. And 19530 al so
states that the right to change the allocation is
reserved to the Board and places no restrictions on that
real l ocation except that it be in the public interest.

MR. BIANCO | had one question, and it's of
par anmount inportance to me is, are you going to be |aying
of f any of the people that are working the season at
Fairplex? O | don't know the union contract --

MR HENWOCD: Ri ght.

MR. BIANCO ~-- and how you nerge --

MR HENWOCD: Ri ght.
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MR. BIANCO -- you know, two different groups.

MR HENWOCD: Ri ght.

MR, BIANCO But is there going to be any
| ayoffs of personnel?

MR. HENWOOD: Yeah. That's a good questi on,
Comm ssioner. And the answer is sinply no. The
wor kf orce that would be at the fair for the race neet in
Ponona woul d be over at Santa Anita. And then our
wor kforce at the fair would continue on as they have done
traditionally.

MR BIANCO Uh-hmm It would seem|ike you
woul d be addi ng j obs naybe?

MR. HENWOOD: It may be that way when we're
done.

M5. MORETTI: | have sone questions and
concerns. It seens to ne |'ve never been in a neeting
where the issue of racing at the fairs was di scussed, and
the fairs didn't represent that the fair is many tines
the first door that a fan -- a potential future racing
fan wal ks t hrough.

So the idea to nme of taking the fair away from
the fairgrounds is, | understand, not w thout precedent.

However, |'m concerned about that because it seens to ne
that that negates that argunent that | have heard over
and over and over again.

| also just in general have said that | was
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concerned way back when | started reading that you were
going to sell your dates to Holl ywood Park. Because |
personally don't view those as dates to be sold by
anyone. W allocate those dates and they're not yours to
be sol d.

| am concerned about the horsenen who take
advant age of the Ponbna Fair neet because they are not
the typical -- necessarily the typical horsenmen that run
at the larger neets.

| personally don't have anythi ng agai nst
whet her you want to sell it to Magna or Hol | ywood. But
"' mjust concerned about the way this process is done.

And nore inportantly, | think [ast year, and
|'ve been on the Board about three years now, | think,
t he Comm ssioners on the Race Dates Comm ttee went
t hrough a very, very thorough and arduous process to
all ocate dates fairly. And | don't think, fromny
perspective, that we should step out of that process for
this year.

| really think that the fairs, as so many ot her
busi nesses in today's econony, need to kind of step back,
and horse racing as a whole also, and conme up with the
bi gger plan, the broader strategy.

| understand, |'ve heard talk that other racing
fairs are thinking of the sane kind of thing, noving

dates here and there, noving venues. Before we start
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going at this pieceneal, I'd Iike to know that there was
an overall strategic big picture |ooked at.

And | also had the same question that
Comm ssioner Licht did in terns of the financials and
what we m ght be able to see. Because we do -- and ny
concern also in terns of the labor, I've talked to sone
of the rest of you about that.

| want to make sure no jobs are lost in this
and that there are benefits to the horsenmen and to the
fan base before we woul d proceed on this.

MR. FORGNONE: Comm ssioner Mretti, | want to
respond to one of your statenents and only one. Because
| want you to understand, | want all of the Conm ssioners
to understand quite clearly, there has been no sale of
dat es.

What has happened here is there has been
negoti ated and concl uded a | ease transacti on between
Santa Anita and the Los Angeles County Fair. That's the
Los Angeles Turf Club and the Los Angeles County Fair.
Not Magna, first of all.

It's a long-termlease. It has the typica
| ease provisions, conditions that are necessary to be
fulfilled for the lease to continue. Conditions as to
termnation. The dates are clearly those of the Los
Angel es County Fair. They have not been sold. And Santa

Anita woul d have no particular property interest in those
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dates. And, in fact, dates cannot be sold by virtue of
the regul ati ons of your Board and al so of the horse
raci ng | aw.

MR. HENWOOD: Ji m Henwood further responding,
Comm ssioner, to a nunber of your questions.

| think first of all the matter dealing with
using fairs as custoner base devel opnent. At the Los
Angel es County Fair, | wish |l could tell you that we were
tremendously successful. W worked very hard at that.

But in candor, alnost 90 percent of our business is not
done on the track. It's down out there in the signal.
About 10 percent of our business is done on the track.

The business that we have is largely the
traditional fan of racing that's comng out to the track,
and that custoner has issues concerning com ng through
fairs. And we build natural roadblocks in the conducting
of our fairs to these custoners.

The idea of our custonmer that's comng to the
fair having a high interest or propensity to go to horse
racing, we do not find that as fact in our statistical
information that we're gathering and what we val ue as our
cust oner devel opnent profiling for the Los Angel es County
Fair. They're nmuch nore interested in the farm ani mals,
the exhibitory that we put together, and the
ent ertai nment packagi ng over horse racing.

Let nme further comment about the horsenen that
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are on our back side. W share the sanme concerns that
you have. But organizations in this roomtoday this year
reduced the training and stabling fees at Fairplex Park.

Cut it in half. And if that's not a clear nessage that
we don't care about your business, | don't know what we
can say.

We, quite candidly, have a trenendous |evel of
m sunder st andi ng of what the industry wants us to do. |
hear argunents out in this roomby people to say, hey,
we're a very fine mnor | eague business. But this is a
maj or | eague market and we need mmj or | eague busi ness.

Well, if the industry so sees that a m nor
| eague business and they want to classify Fairplex Park
as a mnor |eague, they ought to support it. And they
shoul d put noney on the back side and hel p these horsenen
wor k through this issue.

But no, they're not doing that. They're taking
very val uabl e funds away fromthemthat they need for
training and asking us just to sinply work it out.

|"d love to tell this audience that we're a
benevol ent organi zation, but we're a fair. W are having
a very tough tinme, and for the same reason that you
suggested the strategi c planning process, we need to
reinvent ourselves. And that's what we're trying to do.

And we're trying to exist in this market.

Change is a tough thing. And | hate to be the
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brunt of it all here this norning, but that's what we're
t al ki ng about .

MR. FORGNONE: | want to nmake one --

CHAI RVAN LANDSBURG Pl ease identify, Bob

MR HARRI'S: Yes.

MR. FORGNONE: Bob Forgnone on behal f of Los
Angel es County Fair. | want to draw sone parallels here.

You just approved an application for the San Mateo Fair

to run at Bay Meadows.

Now, no one has suggested that the San Mateo
County Fair sold their dates to Bay Meadows. No one has
suggested that it is inproper for that fair to run at a
| ocation or a racetrack owned by a private racing
association. The situation with the Los Angel es County
Fair and the Los Angeles Turf Club is just virtually
i denti cal

There's no issue here of the thoroughbred
racing industry getting nore days than they would
otherwi se be statutorily entitled to any nore than it is
true of the San Mateo County Fair racing at Bay Meadows.

So we have a | ease wth Santa Anita now, as
does the San Mateo County Fair with Bay Meadows. It's
just an anal ogous situation entirely. And it's been
approved and done before and there is no sale of dates.

M5. MORETTI: Well, | can appreciate that.

But, you know, sonetinmes -- and there's other thoughts in
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my mnd that if Fairplex doesn't want the dates, then
maybe we shoul d take the dates and spread them out around
t hrough the other fairs, or through all the racing tracks
in California, a north-south split, or a -- you can go on
and on. But --

MR. FORGNONE: Well, first of all, | don't
think you could do it statutorily. But | think the
prem se of your questions that the L.A County Fair
doesn't want its dates. Nothing could be further from
the truth.

The L. A. County Fair has been racing | onger
t han any association in Southern California.

M5. MORETTI: | understand that.

MR, FORGNONE: And conducting pari - nmut uel
wagering. Like Comm ssioner Licht, ny first day at the
races in Southern California was at the county fair. W
all love the fair. W all |ove the concept of fair
racing. And it's -- and the fair loves it, too, and
wants to continue in that business, and will fight to the
bitter end to remain in the business.

It is not interested in giving up its dates.
It's not interested in sharing themw th anybody el se.

It is interested in staying in this business. The only
issue is where is the business to be conducted, on the
fairground or on -- at this point in tine at the Santa

Anita venue. That's all the issue is.
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MR, HENWOOD: We also -- this is Ji mHenwood
again. W share the sane concerns that you have about
| abor. We've had di scussi ons about that subject. It's
not our intent to cause any reduction in labor. By any
vi ewpoi nt that we've been able to determi ne, there
probably is going to be an increase.

MR. LICHT: | have a question for M. Forgnone.

19440(c) says we need to support the network of
California fairs, and (d) says provide for maximm
expansi on of horse racing opportunities in the public
interest. Could you comrent on those two sections?

MR. FORGNONE: Well, first of all, the Los
Angel es --

CHAI RVAN LANDSBURG I dentify yourself.

MR. FORGNONE: Yes. Bob Forgnone. Every tine,
huh?

CHAI RVAN LANDSBURG. Yes, every tine, please.

MR. FORGNONE: GOkay. |I'mtoo used to the
courtroons where we do it once.

First of all, the Los Angeles County Fair is
one fair that is a nenber of the network of California
fairs. That's designated, if you' re interested, in
section 19418. 2.

By the way, it isn't only the racing fairs that
are part of the network of California fairs. It is al

of the fairs in California, whether they race or not.
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And we are part of that network.

Supporting this nove, if the Board woul d
support this nove, it would do several things for us in
support of the network and that is supporting this one
fair, for instance, by allowing it to enjoy greater
returns fromits racing product than it does at its
fairgrounds.

In addition, the state of California will also
enjoy a greater return, we believe, fromthis racing
product, as will the horsenen in the form of higher
purses, we believe, and as will the public in greater
satisfaction. So this fair will inprove and with its
i nprovenent so will the network of California fairs.

Al so, providing for the maxi num expansi on of
horse racing opportunities in the public interest really
means putting horse racing in a position where the public
is going to want to buy the product.

You know, just as an aside, |'ve owned 100 race
horses which |'ve raced in Southern California, but |'ve
never raced one at the L.A. County Fair. | think I've
raced tons of horses at Santa Anita and at this track and
ot hers.

But the point is that the horse racing
opportunity for the fair will increase because the
popul ation of horses that will take interest in racing

will increase. The nunber of bettors who will bet wll

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 49



I ncrease.

And, quite frankly, the public wll be served
by that because they'|l|l be seeing fair racing at a venue
that they are confortable with and that is, quite
frankly, better than the grandstand at Fairpl ex Park.

CHAI RVAN LANDSBURG. All right. No other --

MR. HARRIS: Can we return for nore comments
after hearing the rest of the --

CHAI RVAN LANDSBURG. That's what | -- obviously
the Board will be commenting along with all of the
comments. For the -- just for the Chairman's know edge,
may | see a show of hands of those people who feel that
they would like to speak up at this particular neeting on
this particular subject? A show of hands, please. Then
we don't have many people who want a public platform
whi ch now can make us nove at a brisk rate.

MR LICHT: Does --

CHAI RVAN LANDSBURG. | now - -

MR, LICHT: |I'msorry. Does that not include
CIT and TOC i s not speak -- are not speaking?

UNI DENTI FI ED MALE: Possi bly.

MR, LICHT: Ckay.

CHAI RVAN LANDSBURG. | was counting nunbers,
not faces or roles. Thank you.

Furt her now comments, please, fromthose who

have raised their hands who are interested in commenting
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and stating positions on the questions raised in this
application or in this allocation.

Pl ease, each tine you speak, identify first.
The only ones who don't have to do it are the
Comm ssi oners.

MR, CHI LLI NGWORTH:  |' m Sherwood Chil I i ngwort h,
Executive Vice President of Oak Tree Raci ng Associ ati on.

And to ny right is John Collins, who is a senior part of
the firmthat represents us.

| will discuss sone of the practical issues of
operating a racetrack when you have a 17-day neet in
front of you. And John will talk on sone of the other
| egal issues that are -- arise because of this situation.

One of the first things | wanted to nake
absolutely clear and clear the air on is | have been
accused of having a personal attack on Jack Liebau. And
| just want everybody to know that Jack and | have been
friends for a lot of years, personal friends, and |
admre his intellect. One of the smartest guys | know.
He's an outstanding racetrack operator. Probably one of
the best in the country.

But there are tinmes when he proposes certain
things that are in conflict with the people that |
represent, and | have to oppose himas best | can.

Let's tal k about sonme of the issues here. Qak

Tree has raced at Santa Anita for over 30 years and we've
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al ways had a great relationship with our |andlord.

Now t hey are proposing to bring in, wthout any
di scussion with us at all, and Jack has characterized Cak
Tree as a valued tenant, we were never brought into the
di scussion at all as to what do you think about this, how
could we handle this to make you feel better about it.

W were just apprised that it was done.

One of the problens you have is that people
say, well, why will this affect your race neet. Well, |
think a judge takes judicial notice that on Thanksgi vi ng
Day the traffic at an airport i s overwhel m ng.

And | think it's alnmost a given fact that if
you run 17 straight days in front of another horse race
meet at the sane track with a two-day break, then it's
bound to hurt us.

And | think one of the things you have to
distinguish is that if the races were run -- and |'ve
been quoted as saying if in the -- if the racing industry
thought it was in its best interest to race the Ponona
dates at Hol | ywood Park, we would not oppose it. It
woul d hurt us. The quotation is it would hurt us, but we
have to be big boys, and other race neets have the sane
pr obl em we do.

Well, when you take a 17-day straight neet, run
it at the track at which we're going to run, that is a

wholly different problem There are major bettors who
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bet at both tracks. And on the other hand, there are the
general fan base at Santa Anita and at OGak Tree is
different fromthe general fan base at Hol |l ywood. The
sane people, generally speaking, don't attend both.

I f you run the Ponpbna dates at Santa Anita,
you' re draining the pocketbooks of the very people who
are going to conme to our neet. It destroys the freshness
of the neet.

And | got a call this norning from Herman
Smth, who was ny predecessor maybe 20 years ago, saying
that at one tine sone years ago the San Bernardi no County
Fair wanted to come and run right in front of opening
day, Decenber 26, at Santa Anita. And at that tine Bob
Strube was in charge and he went up and he went
bal listic.

Well, | think Jack would have a big problemif
soneone cane in and said, we're going to run 11 days at
Santa Anita in front of your meet. That it would -- that
it wuld -- it's bound to inpair the opening of the neet.

It's bound to inpair the betting public's ability to bet
because they will have bet on 17 days strai ght before our
neet .

The other issue is the turf course. As you
know, the turf course is now being renovated. [It'll be
back in service when we open. There is a neno fromthe

Director of the fellow who installs the turf course,

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 53



mai ntains it, saying that in Septenber -- the first week
of Septenber the roots of the Bernmuda go into the ground.
And it's a very special tinme in the growing cycle. And
he can accommpdate racing at that period by noving the
railings around about five or six tines.

And Jack has told ne, after we were advi sed of

this agreenent, that we'll put the inner rail eight feet
fromthe present permanent inner rail. Wll, eight feet,
preserving an eight-foot lane is, you know -- | don't
want to characterize it as -- it's illogical.

As you know, when horses, when grass horses
cone around into the stretch, they bunch up at the head
of the stretch and then they spread out 30 or 40 feet
across the track. And so you' ve got 30, 40, 50 feet of
track that will be tranpled just at a tinme when the roots
of that system are grow ng.

Three tines in a row we've had Breeder's Cup
awar ded to us, 2000, 2002, and each tinme Magna's cone up
Wi th sonme reason why we can't have it. Because they're
going to construct sonething, they're going to do
sonething. |It's never occurred. Now Breeder's Cup is
bei ng very concerned that this turf course is going to be
torn up by this racing that precedes their event.

And | submt that we've been through this tw ce
already. California wants Breeder's Cup. Needs

Breeder's Cup. And we would like to have it. | think
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everybody in this roomwuld like to have it. And we
don't want that jeopardized. | nean it's totally unfair,
in ny view.

| have these notes here so | don't |eave
anyt hi ng out.

One of the things Jack has said is that this
fair type racing. Therefore, it is not conpetitive with
Cak Tree's racing. Well, Jack has said this on so many
occasions. I|I'msure he's said this to many of you. He
woul d rather race a 10- or 12-horse $10, 000 cl ai m ng
field as opposed to a 6-horse allowance field because it
brings in nore handle. And | agree with him That's
true.

So fair type racing is conpetitive w th what
we' re doi ng because it's taking noney away fromthe
bettors that otherwi se would be spent at Cak Tree.

VWhat ny next two comments are with regard to --
with regard to Ponona. For years there's been criticism
that they are a bullring that's hot out there and that
sonet hi ng shoul d be done about it. And they've always
defended their position by saying they need racing to
support the fairs. Wthout racing, their fair operation
w Il be jeopardi zed.

Secondly, as you pointed out, Ms. Moretti, that
they have cl ained that they introduced the neophyte

better to racing because they're there and they happen to
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wal k into the track and they get interested. Wen you
nove the venue of their racing to another |ocation, both
t hose argunents go out the wi ndow. They're gone.

And they say they're interested in racing.
They're noving their racing to Santa Anita. They went
first to Holl ywood Park, got a bid. Then took that bid
and took it to Santa Anita and got an overbid. | nean is
that in the interest of racing or is that selling the
dates for the high -- to the highest bidder? 1| can't
di stinguish this fromthe sale of dates as opposed to try
and to help racing out.

As we've said before, we wouldn't in any way
oppose noving to Holl ywood. Not because we're in |ove
wi th Hol Il ywood. Qur closest attachnent has been to the
Magna group. But | think it makes nore sense. |It's
cooler. It's cooler for the horses, cooler for the fans,
and it doesn't put one neet right on top of the other.

You have for years been trying to get -- you
and your predecessor Boards have been trying to get gaps
inracing. And here we're going just the contrary way.
We're not only going -- narrow ng the gap from one

racetrack to another, but at the sane racetrack there's

only a two-day hiatus. | nean | don't understand that at
all.

One of the things that -- another thing was
said, that this -- their agreenent, and | think it should
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be a public record to see whether or not we're really
raci ng Ponona dates or we're selling our dates. The
statenent was nade that it's a | essor/| essee arrangenent.
This year in our fiscal year we will pay Santa Anita in
excess of five and a half mllion dollars through the
fiscal year May 31st.
In this arrangenent, ny understanding of this

arrangenment, and they can contradict nme if they can or
will, the Iandlord pays the tenant. Now, |'ve never

heard that arrangenent in nmy |life where the | andlord pays

the tenant. That's not like our -- that's not like the
Cak Tree lease. |If that's the deal, | want the sane
deal .

M5. MORETTI: Chilli, could | just ask you a
guestion?

MR, CHI LLI NGWORTH:  Sure.

M5. MORETTI: If Fairplex had conme to Cak Tree
and if you could have worked out a deal, would this
notion of an extra 17 days have bot hered you as much as
it does now?

MR, CHI LLINGMORTH: [I'msorry, | didn't quite
under st and.

M5. MORETTI: If Fairplex had conme to you --

MR, CHI LLI NGWORTH:  Yeah.

M5. MORETTI: -- to see if they could race as

part of the Oak Tree neet as opposed to the Santa Anita
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meet, your concerns over the extra 17 days of racing,
woul d they still be -- still carry the same wei ght that
you just attributed to those?

MR, CHI LLI NGAORTH: I f | understand your
question correctly, | would. | would object to it.

M5. MORETTI: You would object to it?

MR, CHI LLI NGWORTH: | nean we don't -- we don't
want -- you know, we race our dates and to confuse our
meet with Ponona | don't think nakes any sense. But, you
know, we want to -- sorry.

UNI DENTI FI ED MALE: Go ahead, finish.

MR, CHI LLI NGAORTH: One of the -- you know,
when people cone to ne and are critical and say, | hate
this, don't like that, you guys ought to do sonething
about changing this and changing that, and they have no
solution, it upsets ne.

And ny suggestion was, and it parallels
Comm ssioner Moretti's suggestion, is that if indeed it's
not beneficial to Ponona race dates at their track and
all they're interested in is noney, then why don't we
take the 17 dates that are allocated to Ponona, maybe
take -- I"'mjust -- this is just a nunber |I'mthrow ng
out, take 10 of themand reall ocate those to the existing
racetracks, and take the remaining 7 dates and create
what you' ve al ways wanted, greater gaps between neets. |

mean to ne that nakes sense.
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| nmean to me what they're saying is, we don't

want -- we can't nake any noney racing at Pormona anynore.
We're not attracting any new fans, so our reason for
being is gone. Then why don't we as an industry inprove
the game by doing -- by reallocating the dates and using
the rest of the dates for a break?

CHAI RVAN LANDSBURG. Well, | would just like to
rem nd the audi ence that the only reason we have pari -
mutuel racing in California historically is that the
fairs needed it. The fairs apparently still need the
money. Taking dates away froma fair sinply because
you' re upset at your turf course to ne seens hurting the
very genesis of this kind of racing.

Now, whether or not -- |I'mnot convinced on

ei ther argunent as we sit here. But | don't want it to

be cast in the wong way. |If you're saying it doesn't
matter that we don't give the fair the noney, | think
you're wong. | think you' re dead wr ong.

If it matters that the fair has racing as part
of it and the fair doesn't want it and can't realize a
profit, then anybody who's in this business for profit
has got to disagree with you because there's a chance for
additional profit for a fair. 1'd just like the record
cl ear.

| was interested to learn that 90 percent of

the handl e conmes fromthe regular racing crowd, because
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obviously it conmes fromoff track. It conmes from
sonmewhere el se. So the argunent that we are breedi ng new
race fans seens sonewhat specious, and | would call you
on it.

| would al so wonder as a retailer and soneone
who deals with the public, once you achieve a stream of
traffic, no one wants to see that traffic turned away. |
just don't -- | don't understand that reasoning.

That your -- your assertion is what | don't
understand. That they won't keep com ng. That they'l|
run out of noney. |If they haven't run out of noney in
320 days of racing in this state, then how are they going
to run out of nmoney in 17 days? | nean we're fortunate
that the churn of our noney keeps com ng back to us and
that we give 78 to 82 percent or 81 percent of our noney
back to our bettors so that they do have a conti nui ng
pur se.

I"'mtrying to find a real reason, Chilli. I'm
trying to find sonething I can grab onto and say,

Fai rpl ex, you cannot do this because. And so far |I'm
afraid | haven't heard an argunent. So please go on
Show ne why we should not do this, or show ne why we
should do it. That's all I"'mtrying to hear because
that's what our function is.

MR, CHI LLI NGWORTH:  Yeah, right. | understand

that, Conm ssioner. And what |'mtrying to denonstrate
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to you is the reasons why | think this is not a correct
sol uti on.

| would just as soon have L. A County Fair back
running in L. A County. | nean preserve the whole fair
system The whole idea of the county fair was to bring
horse racing the outlying areas. And, you know, you get
the all the fairs up here in Northern California and
they're very well attended. And | just don't -- | mean
why are they --

CHAI RVAN LANDSBURG Trying to keep the fairs
in business, Chilli.

MR. CHI LLI NGAORTH:  Yeah. Well, | nean if it's
just noney they need, maybe one of ny other solutions

woul d be that the tracks that, if this is correct, assune

part of their dates nake a -- create a fund and give it
to the -- to Ponona to operate the fair, nake it
profitable.

CHAI RVAN LANDSBURG | don't know whet her
they' ve ever entertained that proposal. |If sonmeone was

willing to cone up with it and bring it to the Board as a
proposal and the Fairplex wanted it, | would say --

MR, CHI LLINGAORTH: | mean if that's the issue,
you know, | think that's --

CHAI RVAN LANDSBURG. | think the issue is down
t o noney.

MR, CHI LLI NGWORTH: That's sol ubl e, you know.
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|"mjust saying that the way they're going about it now I
don't think is correct. And when they characterize their
relationship with Magna as the sanme as Cak Tree, that's
obvi ously not so.

MR LICHT: Chilli?

MR CHI LLI NGWORTH:  Yes.

MR LICHT: | have a question. | do take as a
gi ven what you said, that noving the dates to Santa Anita
woul d have a negative inpact on your neet. But | want to
know why that's inportant to this Board as opposed to
just a contractual issue between you and Santa Anita.

MR, CHI LLI NGWORTH: Wl |, because | think that
the whole idea in the -- |1've seen kind of the phil osophy
of this Board is that you don't want to hurt another
nmeet. We're trying to create gaps. W created a bigger
gap this year between the end of Hollywod and the
opening of Santa Anita. And the bigger the gap, the
better the opening is for the next person.

And the idea that you're going to inprove
racing by bringing a fair type neet to Santa Anita, which
adversely inpacts a tenant that's been there for 30 years
and generates a | ot of revenue and is -- and uses that
revenue in the last -- since our inception we've given
away over $18 mllion, nostly to horse-related entities,
so what we've tried to dois -- | don't think you want to

inpact a neet that's contributing to the betternent of
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the horse industry is ny point.

CHAI RVAN LANDSBURG. Chilli, I'd just like to
ask one fair question. Sixty or nore percent of your
handl e cones fromoff track. It does not come from your
on track bettors. Possibly nore than that. |'mnot sure
of nmy figure, but I knowit's 60 percent or nore com ng
fromoutside your betting influence, your in track, on
track attendees.

The extent to which we blank out days in
California, we blank out days for national attention to
our sinmul cast signal which represents 60 percent of your
income, I'mtrying to adjust the two things.

Wth racing at Santa Anita, that 60 percent
will still cone flowwng in to you and to Santa Anita and
to the benefit of California racing. So we're not
affecting California racing in that way.

Every day we are off with only a possible fair
whose class of racing is sonmewhat | ower than you expect,
and does not have the inperator of Santa Anita, those are
days in which California racing | oses noney. How do you
adjust that for nme so that | can again find a reason to
say it hurts?

MR, CHI LLI NGWORTH:  Well, | think we're
dedi cated, and |I'mtal king about OCak Tree, and | think
many of the other tracks are as well to try and get nore

peopl e back on the track. Because | think the worst

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 63



thing --

CHAI RVAN LANDSBURG  Hal | el uj ah.

MR, CHI LLI NGAORTH: The worst thing coul d
happen to this business is if you watch the C evel and
Browns playing and there are 5,000 people sitting in the
stadium People who see it on television say, what in
the world am| watching this for. |If there are not
enough people here in person to appreciate this sport,
why am | sitting in front of this bloody tel evision set
watching it.

W're trying to get those people back. And so
to say that, you know, 60 percent of the wagering cones
fromoff track, that's a fact today. But we're trying to
change that ratio.

CHAI RVAN LANDSBURG. | could not nore approve
as you know - -

MR CHI LLI NGAORTH  Ri ght .

CHAI RVAN LANDSBURG. -- personally of getting
nore people to the racetrack.

MR CHI LLI NGAORTH:  Ri ght .

CHAI RVAN LANDSBURG. But getting nore people to
the racetrack is not the question here. The question
here is the likelihood that nore people will conme to the
racetrack because it's at Santa Anita and at Fairpl ex.
How do | adjust that thinking?

MR CHI LLI NGWORTH: Well, | wish | were smart
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enough to give you an off-the-cuff answer.

CHAl RVAN LANDSBURG: ©Me, too. | don't -- |I'm
not -- | don't have the answer.
MR, CHI LLI NGWORTH: | nean that's a very --

that's a profound question, and that is why |I think it's
so significant to the racing industry in California that
we should at | east spend sone tinme trying to puzzle out

what is the best solution to this whole issue. Howthe

dates shoul d be allocated, how best we can get noney for
California, where it should be operated.

You know, in our view, we would like to see it
not happen at all. But in the interest of trying to be
reasonable, | think we ought to get sone tinme back
We've got a Racing Dates Commttee comng up here this
summer. Discuss the whole issue. And maybe we can find
a better solution.

Unfortunately, |I'mnot Methuselah so I'm-- you
know, | don't have the quick answer.

CHAI RVAN LANDSBURG | ' m not Nostradamnus
either, and | don't give any credence to predictions in
those terms. W are faced with either a yes or no at

this nonment, and |I'd like to hear nore testinony. That's

all.

MR, CHI LLI NGWORTH:  Well, let --

CHAI RVAN LANDSBURG. | have not made up ny
mnd. |'mnot ready to say --
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MR CHI LLI NGAORTH:  Ri ght.

CHAI RMAN LANDSBURG -- you're wrong or you're
right.

MR CHI LLI NGAORTH:  Ri ght.

CHAI RVAN LANDSBURG  But you can't say that
sone of the facts brought up here are wong or right.
And I"'mtrying to stay in a factual base --

MR CHI LLI NGAORTH:  Ri ght.

CHAl RMAN LANDSBURG -- so that we have a rea
rational e for any decision this Board nakes.

MR, CHI LLI NGWORTH: Right. | think one of our
ot her concerns is the concentration of power in
California and in the whole racing world. | nean if you
| ook at the -- | have to read the list here. The tracks
that either have been acquired or are in the process of
bei ng acquired, or M. Stronach says he's going to
acquire --

CHAI RVAN LANDSBURG Weren't you acquired? You
as OGak Tree.

MR CHI LLI NGWORTH:  Acqui r ed?

CHAI RVAN LANDSBURG Wl |, yeah, acquired. |If
that's what we're tal king about. This isn't an
acquisition. This is a rental, right?

MR, CHI LLI NGAORTH: No, no. |'mtalking about
their acquisition of other racing establishnents around

the country. They have Santa Anita, CGolden Gate Fiel ds,
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Bay Meadows, a site in Dixon which they tal k about
putting a track on, San Luis Rey Training Facility,
Rem ngton Park, Thistle Downs, Lone Star Park, 1| think

it's called Great Lakes Racing in Mchigan, Gulf Stream

They' ve announced the purchase of Penlico,
Laurel. They're tal king about building a track in
Al achua, Florida. They have a training facility in
Fl ori da.

And ny concern is you're creating an enornous
concentration of power here which is further exacerbated
by running Ponona's dates at Santa Anita. And you may

not have an opinion on it, but --

CHAI RVAN LANDSBURG | don't have an opi ni on
MR, CHI LLI NGWORTH: -- | think it's --
CHAI RVAN LANDSBURG. | don't have an --

MR, CHI LLI NGAORTH:  It's --

CHAI RVAN LANDSBURG  Excuse ne. You asked ne
my opinion, Chilli. | look around and |I'm scared to
death of consolidation of power in this industry.

MR CHI LLI NGAORTH:  Ri ght .

CHAI RVAN LANDSBURG. It's happened at Hol | ywood
Park. It's happened at Santa Anita. Were does it
happen next?

MR CHI LLI NGAORTH:  Ri ght .

CHAI RVAN LANDSBURG | don't know. But it's
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not within the Board' s control or purviewto be able to
say don't do business. Business is business, and we have
only regul ations that concern the operation of a
racetrack and its fans in light of what the state does.

MR. CHI LLI NGWORTH:  Yeah. No, | understand
that. But the Board is here to protect the interest of
the horse racing industry.

CHAI RVAN LANDSBURG.  Exactly.

MR, CHI LLI NGWORTH: And if it's deened that a
congl oneration of power is not in the best interests of
the industry, we're -- in this case we're proposing to
add to it.

CHAI RVAN LANDSBURG | won't quarrel with your
definition.

MR. CHI LLI NGAORTH:  Ri ght .

CHAI RVAN LANDSBURG | just don't agree with
your realization of it.

MR. CHI LLI NGWORTH: Okay. Well, ny |ast
comment before | turn it over to John here, who wants to
di scuss sone of the legalities of our contract, is that
M. Stronach has been a strong proponent of deregul ation.

In other words, getting rid of a Board |ike this.

And | think Boards |like this and ot her
jurisdictions serve a very useful purpose for the horse
industry. It regulates betting. It gives the bettor a

reassurance that everything's on the up and up, which
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hel ps horse racing.

W' ve seen the deregul ation of the airlines and
the el ectrical energy business and, you know, that was
di sastrous.

|"mjust saying that when you have sonebody
acquiring all these racing dates and having that
attitude, it could be a difficult situation in the
future.

CHAI RVAN LANDSBURG | respect the opinion

MR, CHI LLI NGAORTH:  Thank you.

CHAI RVAN LANDSBURG. | respect your right to
the opinion. Since we are |osing audience to nen's room
and drinks of water, may | call a 10-m nute recess and
ask you to be patient before you go on to your
decl aration concerning the law. Thank you.

(O f the record.)

MR. WOOD: Everyone please return to your seats
so we can go back on the record, please. And we need
Comm ssioner Harris and Conmm ssioner Licht.

(Pause on the record.)

CHAI RVAN LANDSBURG. Ladi es and gentl enen,
we're trying to resune the neeting. Please take your
seats. | do not want this to becone a marathon. W want
to hear every possible opinion so that we can as a Board
render a judgnent.

| woul d ask that you keep your remarks to the
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point and to the record of why or why not this Board
shoul d approve or not approve the request. Thank you
very nmuch.

| will not censor anybody, but | just ask you
to be as concise and brief as you possibly can so that we
are not here at the end of the eighth race.

We are formally back in session. Please
identify yourself and we will continue.

MR. COLLINS: Thank you, M. Chairman. M nane
is John J. Collins. I'man attorney for the Cak Tree
Raci ng Association. | wll heed your adnonition.

CHAI RVAN LANDSBURG. Thank you

MR, COLLINS: And | also have a 2:20 airplane.

Cak Tree has for the past 34 years conducted a
racing neet at Santa Anita in the fall. W have a
contractual relationship and a | ease with the Los Angel es
Turf Cub, Incorporated. That |ease right now, it bears
date of June 1, 1998, and it runs through May 31 of 2010.

It has eight years remaining.

It's our position that the proposed
reall ocation of Fairplex dates to Santa Anita will have a
very serious detrinmental inpact upon our operation. And
|"mnot going to go into the chapter and verse. |
t hought that M. Chillingworth covered those points quite
wel |, and | adopt his remarks.

Also, I'mnot going to address the |egal issues
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involved with this Board. | have read the letter of My
31 fromCraig Fravel fromthe Del Mar Thoroughbred C ub,
and | think -- | don't know that everyone knows it, but

he is an attorney and, quite frankly, he did a splendid

job and | applaud his effort. He set it out well.

He articulated all the legalities, and | think
that his position establishes that w thout any dispute
this Board would be in violation of the |law to make the
allocation at this tine. So we join in his express
position and adopt his argunents.

We do talk to you in the process of exhausting
our adm nistrative renmedi es should there be sonething
down the road that we have to acconplish with the court.

So we do have a dual purpose.

As Chilli said, it's long been the desire of
many to establish a degree of separation between neets.
And this reallocation would violate that goal

| f these dates are to be reallocated sonetine
in the future, use themto acconplish separation, or use
themto give to other fair operators. Don't use themto
do harmto our operation.

Lastly, | want to focus on the agreenent that
we have with Los Angeles Turf Cub, Incorporated. As |
noted, it runs through the mddle of year 2010. It is a
very detail ed conventional lease. |It's a |ease where the

t enant pays rent.
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MR. DEMARCO. M. Chairman, | have a point of
order. The | ease between --

CHAI RVAN LANDSBURG. Pl ease gi ve your nane.

MR. DEMARCO |'m Frank DeMarco. |'m Ceneral
Counsel for Los Angeles Turf C ub, Incorporated.

The lease is a private nmatter between Cak Tree
and Santa Anita. It has a arbitration clause. |If there
are any probl ens between ourselves and our tenant, they
are to be resolved by arbitration under the terns of that
| ease.

| think it's irrelevant what the terns of that
| ease are to this Board at this nonent. It has no
beari ng what soever on the issue before this Board. And |
object to himgoing into what is a private docunent. And
|'d ask the Chairman to so rule.

CHAI RVAN LANDSBURG | would have to turn to ny
Attorney Ceneral as advisor and ask himto give ne an
opi ni on.

MR. BLAKE: | believe the Board can hear the
argunment in the course of nmaking its deci sion.

CHAl RVAN LANDSBURG. |'msorry, Tom |'m not
quite sure | understood that.

MR. BLAKE: Basically, | would overrule the
objection. There's no reason the Board can't entertain
t he argunent.

CHAI RMAN LANDSBURG.  Thank you

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 72



MR. BLAKE: They may have ot her renedies, but
they're not asking the Board for a renedy. It's nmerely
advanced as an argunent to the Board.

CHAI RVAN LANDSBURG. So that you can go on

MR. COLLINS: Thank you very nmuch, sir. And
t hank you for the ruling, M. Deputy Attorney Ceneral.

In every contract there is an inplied covenant
of good faith and fair dealing. W believe that what is
bei ng done here by our landlord violates that covenant.
We believe that there is a direct interference by our
| andl ord with the exercise of our contractual rights.

One provision that junps out at ne when | | ook
at the agreenent, and I'mnot going to go into chapter
and verse, but there is a provision that holds that if
there's a reallocation or an allocation of additional
dates, 25 percent of themcone to us. So if there is a
real l ocation to our landlord, we are prepared to and w ||
take | egal action. Please don't force us to that point.

We ask that you deny the application today, or
if you are not so inclined, defer action and allow for
t he devel opnent of a strategic plan. Let there be expert
anal ysis, let there be studies, and let there be
negoti ation so that all sides can resolve this thing
peaceful |y.

We're not here to rattle swords. W're here to

show you the resolve that we have relative to our
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position. If there's any questions you'd like to

present, | wll abide by the brevity and hope to answer
if | can.

M5. MORETTI: | just have one for Chilli. I'm
sorry. | forget. Howlong is your neet actually? How

long is the CGak Tree neet? How many days?

MR, CHI LLI NGAORTH:  Sherwood Chillingworth, QOak

Tree Racing. It varies fromyear to year. |In even-
nunbered years we have a short neet. | think this year
was 25 days. And this comng year in the odd -- in odd-

nunbered years it's 30 days. It used to be 31 but we
| ost one day in the racing cal endar | ast year.

M5. MORETTI: And are your revenues pretty
steady throughout the entire nmeet would you say?

MR, CHI LLI NGWORTH: Wl | - -

M5. MORETTI: | nean obviously not the big
st akes.

MR, CHI LLI NGWORTH:  You know, Cal Cup is a big
revenue day. Wen we take Breeder's Cup as a
simul casting location it's a big day. Opening day is a
big day. So it isn't -- you know, it's a curve that goes
like this. So we don't have the same pattern throughout
the -- throughout our neet.

M5. MORETTI: Thanks.

CHAI RVAN LANDSBURG. | have one question. You

called it an allocation. And what is before the Board at
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this nmonent, just so | amclear about your declaration,
this is a request for change of site, not reallocation of
dates? At least as far as ny notes on what's before the
Boar d.

MR. COLLINS: | amJohn Collins, and I note
that, sir. But | think it's perhaps sonething nore of
substance over form W would call it a reallocation of
dates. | note your concern.

CHAI RVAN LANDSBURG. It is my concern because
|"m-- change of site does not say allocation. But |
will leave that to others to argue.

MR, CHI LLI NGWORTH:  Sherwood Chillingworth with
Cak Tree. There's a provision in our |ease that says
shoul d | essor acquire additional racing dates between
May 1st and Decenber 1st of any year, the | essee, QOak
Tree, shall be awarded 25 percent of those dates. Now,

there's a fine |line between --

CHAIl RMAN LANDSBURG. |'mnot -- | amnot -- |
have no training at law. | always refer those questions
to those who know nore about it. However, |'mjust

reading fromthe paper that | have in front of ne.

|s there further questions or comments fromthe
Board or fromthose in attendance?

M5. MORETTI: Chilli, just one nore little
cooment. | have to tell you, for sone -- through an odd

set of circunstances, three tinmes last year | was at a

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 75



Cl evel and Browns hone gane and the stadiumwas filled.
So --

MR. COLLINS: John Collins. That's the new
Br owns.

CHAI RVAN LANDSBURG. M. Fravel ?

MR. FRAVEL: M. Chairman, Craig Fravel --

MR, COLLINS: Thank you very nuch.

MR, FRAVEL: -- Del Mar Thoroughbred C ub. |
hate to do things for the record, but for the record,
since M. Collins referred to ne as an attorney, | have
to tell you |l ama recovering |awer and therefore an
i nactive nenber of the Bar.

| consider this, however, a major setback in ny
recovery. And | would ask the Board to treat that with
great deference at this point.

| want to start out this presentation by noting
that M. Henwood nade nention of enornpus pressure on
Fairplex. Del Mar as a racing association has never
taken the position in any of these discussions that the
dates at Fairplex should be noved to Hol | ywood Park or
Santa Anita or Bay Meadows or anywhere in the state of
California other than Fairplex.

And we continue to support Fairplex as a racing
venue, and would urge this Board to do as M. Henwood
says and elicit an unequivocal statenent of support for

raci ng at Fairpl ex.
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| do want to raise certain objections, and |
think it's best understood, and | don't blane M.

Henwood, Fairplex, or Santa Anita for suggesting this
move. | think it is a healthy debate.

We do believe that there are a nunber of
serious |egal questions that deserve far greater
exploration than are permtted in the time frane
presented by a request which was submtted as |ay as My
22nd.

First of all, I would point out to you that any
other petitioner in front of this Board is at a great
di sadvant age not knowi ng the terns of this transaction.
We are unable to judge or even conmment upon the assertion
this is a straightforward | ease because we don't know
what those terns are.

We don't know what direction paynments go. W
don't know who has a financial interest in the outcone of
the neet. We don't know what kind of non-financi al
covenants there are that relate to who is controlling the
raci ng operation, who's managing it, who's paying the
personnel. Any of those issues that are clearly rel evant
to whether this is a true | ease, a sale of racing dates,
or however el se you want to characterize this
transaction, are clearly not on the table.

And | would request as a formal matter that

this Board defer this action to the dates all ocation
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process with those matters fully disclosed so that we are
capabl e of responding to this fully.

And it may well be that we | ook at those
docunents and say, this is the greatest thing that ever
happened to racing in California and we will therefore
support it. I'mnot commtting to that, but | think that
we're all at a great disadvantage, including this Board,
wi t hout the input provided by those docunents.

Secondly, | submtted a legal brief to
M. Wod. | think | sent it up on Monday, and |I'm sure
nmost of you have not had a chance to read it.

W firmy believe that this reallocation
assi gnnent | ease violates the terns of California horse
racing law. | know specifically that the racing | aw
allocates -- the Legislature mandates that 42 weeks of
racing be allocated in the central zone of California for
t hor oughbred raci ng.

The current 2002 race dates allocation allocate
42 racing days -- thoroughbred racing weeks to
t hor oughbred associations. It specifically exenpts
racing at fairs. And | would submt to this Board that
racing at Santa Anita is not racing at a fair.

And | don't know how you cut that any other
way, that what is very traditionally and probably one of
the finest thoroughbred racing facilities in the country

is now being called a fair. And I, for one, just have a
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tremendous intellectual gap on that particul ar question.
And | think the lawis very clear that at a fair neans
at a fair.

And there are three weeks within the racing
cal endar left after the allocation of thoroughbred
racing. And anyone who tells you that the bul k of these
races aren't going to be thoroughbred races is m sl eadi ng
us, | think.

Secondarily, | have to disagree respectfully

with the Attorney CGeneral on the issue of race date

al l ocations being specific to associa -- or to
associ ations and not venues. |If you go back to the
Board' s di scussions of allocations, | think you'll see

references in those notions as well as the docunentation
backing up to only places. For exanple -- or a
conbi nation of places and associ ati ons.
And | refer to Santa Anita-Qak Tree, Hollywood
Park. Ponona is specifically referenced several tines.
So to separate out the allocation process pursuant to
rule 1430 and say it's to associations only is at |east
contrary to the | anguage used in the allocation process.
And | suspect if any of us thought during the
al l ocation process that you were thinking of noving it
somewhere other than the historic venue, we would have
had i ssues at that tine.

Anot her issue, and this relates to the timng
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guestion, and I -- again, | respect the parties' rights
to request this at this tine, but |I have yet to hear the
exi gent circunstances that require us to decide this in a
hasty fashi on.

As far as | understand it, I"'mwlling to be
corrected on the subject, Fairplex is prepared to run at
Fairplex. Their race neet is intact. Their barn area is
intact. It's in conpliance wth housing regul ations.

And so | don't think this Board is presented
with some Hobson's choice that says we either have to run
at Santa Anita or there is going to be no Los Angel es
County Fair racing this year.

So | do think that at the very | east deferring
this question to the race dates allocation process is the
w se course of action. And in that situation, no one
suffers any prejudice.

Finally, on the legal matter, | do believe, and
it's fairly well described in our docunent, | believe
there is a serious question as to whether Fairplex can
conduct its racing at one venue and continue to operate a
satellite wagering facility.

The law is very clear that you have to either
operate a live racetrack, in which case you can operate a
satellite wagering facility there, or you can operate a
satellite facility as a non-racing fair.

This transaction, to the extent | can
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understand it since | don't have the docunents in front
of me, would say you can have your satellite in one

pl ace, your racing in another. You get the best of both
worl ds. And you can call yourself a fair wherever you
decide to |l ocate.

| think that particular question is one that's
left to the Legislature of this state, and | would
respectfully request on that basis that you defer this
for further discussion and analysis of the | ease
docunent ati on and the supporting data on the effect on
ot her race neets.

CHAI RVAN LANDSBURG May | ask a question?

MR. FRAVEL: Yes, sir.

CHAI RVAN LANDSBURG. If you go back to agenda
item nunber five on today's agenda, this Board approved
the application for a license in San Mateo to conduct a
nmeeting at Bay Meadows. To what extent is what you are
conplaining to us about and holding up as not a matter
of -- of a matter of lawin fact, how does that square?

MR. FRAVEL: Well, let nme address that in
several ways. One is the San Mateo County Fair is
i mredi ately next door to Bay Meadows. Two, San Mateo
County Fair does not have a racetrack. Ponobna has a
racetrack. So on those factual distinctions alone, |
think we could go a long way towards deciding that there

is a huge difference between these two venues.
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| would al so point out to you section 19549. 14
of the Code that specifically acknow edges on behal f of
the Legislature that the San Mateo County Fair can
conduct its racing el sewhere other than Bay Meadows if in
fact this venue goes away. So there is a specific
statutory authorization for that.

| would al so point out the pending bill in the
Assenbly 2338 which contenplates that if this racing
venue closes, it authorizes San Mateo County Fair to
operate a satellite facility and to nove its racing
around Northern California.

Apparently sonmeone in the Legislature thinks
that this issue is not so clear as the parties to it are
stating.

CHAI RVAN LANDSBURG  Thank you. Are there
further comments, questions?

MR LICHT: 1'd like Tomto comment on that,
that 19549.14, | think is what you're tal king about.
About why woul d the | aw provide specifically for San
Mateo to be allowed to race at Bay Meadows and in
conjunction with your prior comrent.

MR. BLAKE: |If | understand the question, the
fact that there's a specific provision for San Mat eo
doesn't necessarily govern the situation at Fairplex.

| think it's up to -- it's inportant for the

Board to recogni ze that what will cone before it is an
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application to conduct racing by the Los Angel es County
Fair either at the next neeting or -- presumably at the
next regular nmeeting. And at that tinme the Board wll be
call ed upon to either approve or not approve that
appl i cation.

So there really is no | egal decision pending
today that | under -- as | understand it will be final as
to the interpretation of these laws. At the tine that
the Board is presented with a choice to approve or not
approve a racing application at the next neeting, then
you wi Il decide whether that application fit those
requi renents of the |aw

CHAI RVAN LANDSBURG. |I'msufficiently confused
but it's ne.

MR HARRIS: M, too. I'mafraid | didn't
foll ow t hat.

CHAI RVAN LANDSBURG No. | don't -- I'msorry,
John.

MR HARRIS: Well, it seens that if the
Legi sl ature specifically nentioned the San Mateo County
Fair, that would inply that they felt that there should
be specific legislative exenptions rather than --
ot herwi se there woul d be no purpose of that |aw

MR. FRAVEL: Wwell, M. Chairman, if | -- |
m ght point out another -- | think it's inportant to

consider what the long-termramfications of this

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 83



decision, and I -- you know, | agree that there is a
[imtation on what you have to deci de today.

| mean you can say, please submt an
application to us to run at Fairplex and we will then
consider all these issue in a larger context. And |
woul d encourage you to do that.

But the long-terminplications of this are that
fairs who are at the very foundation, as you nenti oned,
of horse racing in California have historically been, as
a creature of the Legislature, allocated certain
privileges within the racing conmunity.

They have a hi gher takeout. They have the
ability to do things that the rest of us don't. And
those privileges cone along with certain restrictions as
all of us live by.

One of those is that you have your neets at a
fair. And if the Legislature intended us to nove these
dat es around, whether, you know, you characterize it as a
| ease or a sale or whatever you want to call it, if the
Legislature had that in mnd, | think they would have
said, you can conduct a fair nmeet, or you can nove it
around wherever you feel like it as long as there's a
raci ng venue there.

| just don't see the authority for that. And I
think you have to -- as Ms. Mirretti said, there needs to

be a strategic vision here. |If you set this precedent
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now, there is nothing, it would seemto ne, to stop any
fair anywhere in this state fromentering into
transactions wi thout disclosing the terns of themto
what ever racing venue it feels |ike.

And | realize that this Board has power to stop
that. But, you know, we all conme up to you and say,
wel |, how conme you did it for themand you' re not going
to doit for us. So | do think you have to take very
seriously the long-terminplications of that and as well
as the | egal questions that are raised here.

CHAI RVAN LANDSBURG  Further conmment fromthe
Boar d?

(No audi bl e response.)

CHAI RVAN LANDSBURG. From presenters of
argunent and fact?

MR. VAN DE KAMP: John Van de Kanmp, TOC. 1I'd
like to pick up on JimHenwood's recitation when he
presented his position before the Board today.

TOC has supported Fairplex in a nunber of ways
over recent years as they have tried to i nprove the
quality of their racing facility. W were there in
Sacranmento when they tried to raise bond noney to build a
mle track, and that was killed primarily by Hol |l ywood
Par k.

We have supported at racing dates neetings an

earlier schedule for Fairplex in the sumrer that would
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predate Del Mar's neeting, figuring that that was
vacation tinme for kids and a better tinme weather-w se and
better for racing in California. That failed because
other fairs were schedul ed and could not adjust to that
schedul e.

And we have had discussions with themoff and
on over the years about noves to Hol |l ywood Park. |
remenber Martin Luther King's birthday when | talked to
M . Henwood and M. Baedecker about that potential. 1In a
sense, noving an adjunct part of the fair over there.

Qur Board reviewed this whole situation earlier
this week and had a chance to review all the information
that has been provided. And it's obviously -- we all
know that this is a volatile one, and you' ve heard sone
of it today.

There are econom c issues. None of us have
seen projections. And we all operate on the basis of
projects. Before every neet we try to project the
revenues for the tracks and the horsenen and try to
figure out how to handle the racing schedul e.

In this situation you have inpacts on Del Mar.

We're not sure what those would be. You have inpacts --
we have no idea what the handle will be at this new
facility. It mght be better. Probably would be. But
what's going to be the inpact at Gak Tree follow ng that?

| think we need to have a better handl e on that.
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We're now hearing sone of the | egal issues that
have been raised. W're breaking with a long-term
tradition. And above all, here we are in June.

W set the racing dates back in the fall after
what | know M. Harris wll renenber was a | ong and
tortuous process for everyone concerned. And here we are
with a couple of nonths before the neeting is to begin
and people are nmaking their plans. And they've cone in
at the last mnute with this request.

What our Board says is, look it, process-w se
| et us be very careful to do the right thing. And |
woul d sinply suggest to the Board, given the tine
constraints today on everyone, that you schedule -- it
could be a commttee hearing. You could have a commttee

as a whol e, depending on how you wanted to address this.

Schedule it a full day. Break it down so that
we get |egal questions that are posed in advance, answers
that are provided. Setting aside a second portion for
the econom c projections so we have at | east an idea.
Sone of it's speculation, | know But at |east we'll
have a sense of where this mght take us at the end of
t he day.

And | know that others will have different
views. There's sonme who believe that we should have

maj or | eague racing in California in the south on a year-
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round basis. Qhers who say, you know, it's a wonderfu
break for trainers as well as sonme owners who bring their
horses in fromout of state particularly to have this
period of tinme between Del Mar and Oak Tree. There are
di fferent points of view on that.

| think you need to hear from everybody about
that before you make a final decision. Wich then, after
this hearing would take place, if you nake a deci sion one
way or the other, it would flow right into the racing
dates allocation process that we have com ng up very
shortly.

That's our view and that's the view of our
Board. W have pointed out in the letter we filed dated
June 3rd that there may be sone real advantages of making
this kind of a nove. But there are a |ot of unanswered
guestions that | don't think we're going to be able to
answer today. Thank you.

CHAI RVAN LANDSBURG.  Thank you

MR. HALPERN: M. Chairman, Conmm ssioners, Ed
Hal pern, California Thoroughbred Trai ners.

It's apparent that if M. Fravel is truly going
to recover, he's going to need a lot nore therapy. He
convinced ne. And I'd like to say he shortened ny
comments considerably, that | had thought of all those
things. But unfortunately, | didn't think of all those
t hi ngs.
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It strikes ne that we're | ooking at three areas
here. W're looking at the political issues involved,
keeping the fairs happy and an incone to the state, an
income to the fairs. W're |ooking at the economc
i ssues, nore or |less incone for each of the parties in
the industry.

And we're | ooking at the issue of the overal
wel fare of the industry, the welfare issues to the
parties and to the back stretch and the back stretch
workers. And | think all of those areas are proper
fodder for the Board.

There are no clear answers, obviously. So I'm
here nerely to Il et the Board know how the training
community feels. W presented the Board yesterday with
letters -- with a letter, excuse ne, outlining sone of
the coments that we receive typically fromthe trainers.

W did a poll of as many trainers as we could get a hold
of .

| was surprised by the fact that the trainers
wer e overwhel m ngly, probably by nore than a three-to-one
mar gi n, against this nove for lots and |ots of reasons.
And some of those reasons, as | said, are outlined in our
letter.

In addition to what's nentioned therein, |
woul d say that we are concerned about the effects on QGak

Tree and Del Mar for additional and nore personal

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 89



reasons. Qak Tree and Del Mar are extrenely generous to
t he back stretch causes that we run and we support. And

w thout their help, we would conme up short in many areas.

So if they are threatened or their inconme is
t hreat ened, then the back stretch workers wll suffer
fromthat loss. Unfortunately, we don't get that kind of
support fromthe fairs, at |least the additiona
charitabl e support that goes directly to the back stretch
wor ker s.

Therefore, | would just ask that, as the others
have before ne, that taking all this into the
consideration, that the Board just take a | ong | ook at
this and not junp to a conclusion at this tinme or even at
t he next neeting.

CHAI RVAN LANDSBURG. t hank you

MR, LICHT: Has your Board formally voted on it
or --

MR. HALPERN. Qur Board's vote was to poll our
menbers and gi ve you those results.

MR. BAEDECKER: Ri ck Baedecker, Hollywood Park.

" mjoined by nmy counsel, Richard Crane.

| fully anticipated for nore than a year
sitting before this Board and tal ki ng about noving
Fai rpl ex dates, as a proponent | would have said that the

turf racing would be a positive thing. That racing on
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the |l arger oval woul d have been positive things. And 17
days on the west side of town would have been a nice --
woul d have been a nice neet and a productive one.

| will not sit here now and contradi ct any of
t hose points. The basis for our opposition is 17 nore
dates and one nore |icense noving under the effective

control of Magna. Now, that probably sounds |ike sour

grapes. Probably sounds |ike a Churchill versus Magna
whi ni ng.

That's not the case. | would point out to you
t hat when the Board approved the -- or considered the

move of the second |license to Magna at CGol den Gate, we
did not oppose that. Wen it considered the third
exception to the law and allocation of the |license to Bay
Meadows, we did not oppose that, and we thought at the
time that the Board may not have had a viable
alternative.

We believe here, however, that further
exception to the prohibition against nmultiple |licenses
and/or financial and operational interests in other
tracks is not warranted. W believe the Board nay not be
justified in awardi ng nore dates and another license to
Magna.

Now, | know that the rebuttal to what |'ve just
said is that the license as a matter of fact will remain

under the nanme of Fairplex, as well the dates. But
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practically speaking, Magna wll control them

| f you consider the -- that OCak Tree is a
tentative Magna, Magna will -- and if they gain the
Fairplex dates to be run at Santa Anita, Magna wll own
or operate five of the seven daytine licenses in the
state outside of CARF.

We believe that mght be in violation of the
law, or at the least, we believe it contradicts the
intent of the law. 1'mgetting into an area where |
shoul d call on sonme expertise, so |l will do that. And ny
counsel, Richard Crane, wll talk about the California
I aw.

MR CRANE: M nanme is R chard Crane. And
t hank you, M. Chairman and fell ow Conm ssi oners for
allowng us to appear. | wll be very brief because much
of what | would have to say has al ready been said.

As a position, we would adopt the letter of
June 3 fromDel Mar's Craig Fravel, if | pronounced that
correctly.

MR. FRAVEL: Fravel.

MR. CRANE: Fravel. And certainly the content
of that letter is in the sanme | anguage and in the sane
t hi nki ng that we feel

| would al so point out to the Comm ssion, and
especially to M. -- Comm ssioner Licht, | think that the

details of the agreenment between Fairplex and Santa Anita
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are vital because the devil's in the details. And if the
details are one way, then there's no violation of
California | aw

And | realize that the granting of these
licenses with this Comm ssion can be discretionary. But
if, for instance, there is an interest in the |ease for
Santa Anita in these racing days, a financial interest, a
pi ece of the commssion, if you wll, that is a violation
of California Business and Professional Codes sections
19483 and 19484.

"' m not suggesting that that is the agreenent.

But | think it's incunbent upon this Conm ssion to | ook

at the details because that's where the possible
violation of the laww Il or will not reside.

| also want to say that in addition to having a
financial interest in those details, you could run up
agai nst and violate section 19532, subparagraph (b), in
that it would give to Santa Anita -- again, | realize
this is discretionary -- additional days, which that |aw
specifically says they can't have.

And with those comments, | open it up to any
gquesti ons.

MR LICHT: Wat was that |ast section that you
sai d?

MR. CRANE: 19532, subparagraph (b).

MR. BAEDECKER: And | would just finish ny
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coments by saying that if the Board was to approve the
nove of the Fairplex dates to Magna, that would | eave the
cal endar annually with the exception of CARF. And

Fai rpl ex, of course, is not a part of CARF

O the 479 dates allocated north and south
during the daytinme, 95 would be run at Hol | ywood Park, 43
at Del Mar, and the other 341 at a Magna facility.

So we sinply are pointing out that there
appears to be a rather extrene disproportion here in the
all ocation of |icenses. And we just suggest a thorough
and extensive review of this |egal issue.

CHAI RVAN LANDSBURG.  Si nce you' ve opened the

battlefield, |I guess it will be joined. It has always
been a kind of whisper and nowit's a |loud cannon. It's
Churchill versus Magna in California, and we are the

arbiters in sone respect.

| hate to see that, frankly. | find it
di scouraging. | find it -- we've let this happen, and
it's not a good state of affairs because it does not
al l ow the business of racing to flourish when people are
at swords' points. It's a comment of ny own. | say it
to you in humlity but in fear of what's happeni ng.

MR. BAEDECKER: Yeah. Thank you, Conm ssi oner.

| would respond that | don't think we have ever been at

swords' points in California. W have worked | think

exceptionally well w th Magna, and Magna w th Hol | ywood
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Park/ Churchill. 1t's been a very productive relationship
that will continue.

CHAI RVAN LANDSBURG It sure sounded |ike a

battle cry, but let's -- thank you, Rick. | don't
mean -- we have to bring sone levity here or I'll fal
down.

MR. BAEDECKER: Well, as long as it's said in
the context of levity, great. | did purposely neasure ny
remar ks acknow edgi ng the broad authority of the Board
here. I'msinply pointing out the -- what's happeni ng.

CHAI RVAN LANDSBURG.  Thank you

MR. LIEBAU. W nane is Jack Liebau. [|I'm
President of Magna's California operations. And | think
that at the tail end of M. Chillingworth's comments and
sone ot her comments that have conme out that it is indeed
unfortunate that it is now Churchill versus Magna, or the
wor |l d versus Magna.

| will say that | think anong the tracks here
in California that we do have very good rel ati onshi ps.
Sonetinmes M. Fravel and | disagree on things. But | do
t hi nk that we have been able to work together, and | hope
that we will continue to be able to work together.

But we have now this specter of Churchil
versus Magna, and I'ma little surprised because |
happened to be watchi ng CNBC on Kentucky Derby day and

they interviewed none ot her than Tom Meeker, who | think
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speaks for Churchill, and M. Meeker clainmed to be the
| argest consolidator of racetracks in the United States.

| had opportunity to review their annual
report, and | think the same claimwas made. So |'m not
too sure that we are the nonster, and |I'm sonmewhat in
fear of Churchill mybe.

But in any event, | would just like to touch on
a couple things that have been said. And first of all,

W th respect to section 1430, that has to do with the
all ocation of racing weeks and racing dates, | would say
that the change as far as racing dates is concerned is
very clear that it has only to do wth racing dates and
not the change of location. The first sentence says,

( Readi nQ)

"The Board shall allocate racing weeks and
dates for the conduct of horse racing in this
state for such tinme periods and at such racing
facilities as it shall determ ne."

Later on when it tal ks about changing the dates
for the unforeseen circunstances, it says you can't
change the dates unless there's unforeseen circunstances.

There's no request before you to change the dates of the
Los Angel es County Fair.

There al so has been sonme nmention made about the

possi bl e violation of dates in that too many dates woul d

be allocated to Santa Anita because of the fair. | don't
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really think that that has been the historic
interpretation of that section because there is
pr ecedent .

And as you m ght remenber, the Orange County
Fair was all ocated dates many years ago and raced at Los
Alamtos. And certainly Los Alamtos is not a fair. Bay
Meadows hosts the San Mateo County Fair and Bay Meadows
isn't a fair.

The section that was referred to that was just
enacted was 19549.14. It really becones operative only
when Bay Meadows cl oses. And that was the purpose for
t he enactnment of that |aw which was enacted, as | recall,
in 2001. It says, (Reading)

"Live racing at another site within or
outside San Mateo County if its present site,

Bay Meadows, cl oses.™

That's -- that was the purpose of this.

Wth respect to sone of the comments made by
M. Chillingworth, | would say w thout question, as |
have been quoted in the past as saying, that OCak Tree is
a valued tenant and we | ook forward to our continued
rel ati onshi p, which has been a very good one, in the
future.

| know that in fact M. Chillingworth has
i ndi cated that some of ny people in nmy managenent team

m ght not be too bright because they can't understand how
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this nmeet is going to affect Cak Tree. 1'd like to speak
to that.

First of all, whether you approve the change of
| ocation or not, | would assune that the Fairplex
application will designate Santa Anita as an off-track
facility. There is going to be wagering at Santa Anita
whet her or not there is a race neet there.

For your information, the Santa Anita wagers on
an average daily basis are about a mllion dollars a day
over the year. So there's a mllion dollars of wagering
going on at Santa Anita whether or not the Fairplex neet
i's nmoved.

The information that M. Landsburg pointed out,
his 60 percent nunber, | would suggest that that nunber
is 75 percent. That there is only 25 percent of QGak
Tree's handle that is on track. O that on-track handl e,
| ast year it was $2,280,461. That was their average.

So we're going to have a mllion dollars
that -- at Santa Anita before the Fairplex neet no matter
what happens. That's just pretty much a given.

|, for one, don't accept the fact that Gak Tree
will be hurt by having 17 days in front of it. |In fact,
M. Chillingworth said, how would M. Liebau like it if
sonebody wanted to operate a neet at Santa Anita 11 days
bef ore Decenber 267

Let nme tell you that I'mwlling to enter into
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di scussions today with Ri ck Baedecker about Hol |l ywood
Park running their nmeet at Santa Anita. Because | have a
facility. | want to use that facility as nmuch as | can.
The nore | can use that facility, the nore noney | can
put init to make it a nicer facility, nmake it nore user
friendly, and attract nore fans for live racing.

So, yes, | stand before you. | would like to
use ny facility 365 days out of the year. And | don't
apol ogi ze for that. And so, as | said, if Rick wants to
cone on over, he's nore than wel cone.

This idea that we are draining the pockets, |
think, of the people. Well, you know, they seemto
al ways show up. They seem always to enjoy wagering. And
| would submt to you that Santa Anita has an 80 plus day
meet. Qur |last 40 days on average are actually stronger
than our first 40 days.

| have | ooked at Hol | ywood Park summer neet.
They have 60 plus days. And, yes, if | adjust for
Kent ucky Derby day, which I think is somewhat out of the
normal day, their last 30 days or their last half of the
meet is just as strong as their first half of the neet.

So I don't think running 17 days in front of
Cak Tree is going to inpact that neet, especially when
the racing is going to be markedly different.

One thing that we have done, and Fairplex did

this, they have submitted a condition book which
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parallels the races that they have offered, or have
historically offered, and have told Del Mar and Qak Tree
that if there are any races in that book that they have
concern about, that they will make every effort to
elimnate their concerns.

| nmean sonme of you own horses. Probably nost
of you own horses. | don't think any of you are going to
pass a race at Del Mar where the average daily purse is
somewher e around $55, 000, which happens to be the fourth
hi ghest in the country, behind, | think, Bel nont,
Saratoga, and Kneeland if | -- to go and race at a fair
meet where the average purse is in the nei ghborhood of
$23,000. | just don't see that happening.

As | don't see, you know, sonebody saying, |I'm
going to run at Gak -- I"'mgoing to run at Fairplex and
|'"mgoing to run to that $23,000 purse because | just
don't want to go against -- for the $46,000 purse that's
the average purse at OGak Tree. So | nmean | just don't
see that happening.

And as far as the turf course is concerned, |
think that, you know, there's no question that that turf
course is not going to be in any way injured or inpair
the racing at Cak Tree. And if it does, OGak Tree, as |I'm
sure M. Collins would say, would have sone contractua
right against Santa Anita. |It's just not going to

happen. And Fairplex is very sensitive to that.
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As far as -- you know, we have 25 percent of
the handle at OGak Tree on track. Wether -- no matter
where the Fairplex nmeet is run, that other 75 percent's
hard to argue is going to be inpacted one way or the
ot her .

| nmean people that are going to New York or
peopl e that are going to Arlington or San Bernardi no or
wherever on any particular day are going to bet on what's
avai l able to them and what the nenu is at that point in
tine.

And certainly Magna and Santa Anita is
dedi cated to doing everything that it possibly can do to
i ncrease on-track attendance.

And one thing that | will do is lay down a
challenge. | don't think that anybody else in California
has invested as nuch in California as has been invested
at the Magna tracks. And for us to be criticized for
maki ng an investnent in this industry frankly just
doesn' t wash.

And al so, you know, | have to kind of point out
that maybe that's what nmakes Anerica great, because |I'm
sure M. Stronach would say that, and that's conpetition

And we think that by com ng out and conpeting in the
i ndustry, that the industry is going to benefit. And
that's why we wel cone the conpetition from Churchill and

we wel cone Del Mar.
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And, you know, w thout doubt, a rising tide
rai ses all boats. So whatever we can do to inprove
racing is going to go to everybody's benefit. And what
they do to inprove racing is going to benefit us.

| too have to admt that |I'm an inactive nenber
of the Bar, but | do have to say that even inactive
menbers of the Bar take liberties at tinmes and are not
al ways consistent in their positions they take. And
that's because we were | awers and probably once a
| awyer, always a | awyer.

But | sort of had to chuckle when | had -- saw
M. Fravel up here tal king about having all the docunents
be open and free and everybody being able to exam ne
them Because later on in the day there will be a
di scussi on about the disclosure of the TVG agreenents and
t hose agreenents in which Bay Meadows, Gol den Gate
Fields, and Santa Anita have a direct econom c interest
in.

Oh, no, they cannot be discl osed because
t hey' ve been filed under the confidentiality provisions.
And, you know, you can't have it both ways. And | know
that that's sometinmes problens that | awers and inactive
| awers have is that you have to take inconsistent
positions. But, you know, in the past that's what we got
paid for. And nmaybe we still get paid for that.

| could go on. | would be glad to answer any
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gquestions that you m ght have. | would just say that |
think it's very difficult to argue that the transfer of
the racing at Fairplex to Santa Anita, | think in the
long run | don't see how anybody can argue that it wll
result in better racing for the fans, particularly for
t he jockeys and the horses.

| think we will -- 1 know that
M. Chillingworth nentioned about judicial notice. |
t hi nk nost judges would agree that there will be nore
people that will be comng to Santa Anita to watch the
races than would be at Fairplex. They wll be
accommodated in better facilities, and that should be
better for racing in general.

Just one other real technicality that 1'd just
like to speak to and that is in the horse racing | aw,
when it tal ks about the intent of the chapter and
mentions the network of California fairs, that provision,
and |'msure that some of ny coll eagues in the back wll
correct ne if I"'mwong, used to read that it was in
there for the general fund.

And when SB-27 was passed, it was clear that
there was not going to be anynore noney to go into the
general fund. That all the fund -- all the noney was
going to go to the fairs. And the people in racing
wanted to make it clear that it was not for the benefit

of the general fund, so that section was anmended to refer
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to the network of California fairs.

The network of California fairs are not the
racing fairs. They're defined in the first coupl e pages
of the Code section. It |lists about 85 fairs. And the
nmoney that we generate fromlicense fees goes to support
all of those fairs whether they have racing activities or
not .

Thank you very nmuch. |I'msorry |'ve taken up
your tinme. |I'msort of going to hurry because | have a
horse in the first race and I wouldn't --

CHAI RVAN LANDSBURG.  You'll be here "til the
eighth race at this point.

MR, LIEBAU. Well, 1've got one in the eighth,
t 00.

CHAI RVAN LANDSBURG. M. Harris, do you have
gquestions as well?

MR. HARRIS: No. Mybe in the eighth, but I've
got a lot of tinme. Just as a question, when this whole
i dea was expl ored between Santa Anita and Fairplex, did
you | ook at different ways to do it? | nean the proposal
is basically take the whole 17 days to Santa Anita. Was
there any di scussion of, you know, sone overlap or
certain weekends or things |ike that or --

MR, LIEBAU. No, there wasn't. Maybe there
shoul d have been. One thing that | would like to clear

up is that -- and M. Chillingworth said that Holl ywod
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made a bid and then we made an overbid. | can tell you
here today that there is -- | have no idea what the
arrangenent was between Hol | ywood Park and -- or proposed
arrangenent between Hol | ywood Park and Fairplex. Just
never inquired. They never told me. So | don't know, you
know.

CHAI RVAN LANDSBURG One of the coments nade
that the effect on the turf course m ght be severe. Are
there a |l ot of turf races proposed by Fairplex, or do we
know at this point?

MR LIEBAU. At this point in tinme in the book
there were 10 thoroughbred races on the turf. |If the
turf was in any way, you know, thought not to be able to
handl e those, they woul d not be run.

The turf course, we now have three placings of
the inside rail. W're now putting out to five placings
this year so that, you know, we can nove the horses even
further out.

| mean | think that, you know,

M. Chillingworth referred to a neno that he had. But,
again, the lawers are selective in what they say. The
meno had concl uded that there wouldn't be any probl ens,
and that's where we are.

CHAI RVAN LANDSBURG. thank you, M. Liebau.

MR. HARRIS: There would be your Appal oosa and
gquarters woul d al so be running in the (inaudible)?
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MR, LIEBAU. Yes. And, you know, | think that
we --in the book, the proposed condition book, there is
as many races for sixty-two fifty as there were before.
And there -- | think the only change, Comm ssioner
Harris, that has been made is that instead of having
Mai den cl ai mi ng $20, 000, it's Miden claimng $25, 000 so
t hose horses woul dn't be ineligible.

MR. HARRIS: And when you did -- | did take a
| ook at that book. When you projected those purses, what
assunptions did you make?

MR, LI EBAU. W made no assunptions. W put
down the sane purses that they had before. Except for, |
t hink, a couple stakes races were raised. And the idea
was during the first year we'd run it. \Watever purse
nmoney we had, we assune the purses are going to be much
hi gher. We would just retro it.

CHAI RVAN LANDSBURG.  Further questions fromthe
Boar d?

(No audi bl e response.)

CHAI RVAN LANDSBURG  Thank you, M. Liebau. W
may call on you again. M. Henwood, are you --

MR. HENWOOD:  Ji m Henwood, the President of Los
Angel es County Fair Association. Well, you' ve heard a
| ot of testinony here today fromboth sides, | would
suspect. And we're here today to ask this Board to do

what they need to do and that's to -- a judgnent based on
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the best interest of racing.

We feel still convinced, notw thstanding the
argunents, that this nove to Santa Anita is the right
decision for all parties. And nost particularly and with
nost enphasis on the good of racing in California.

W -- time is of need. W need to get an
answer fromyou. W would ask you at this tine to

deli berate on the subject. And if you need to have us

respond to any further questions you m ght have, |I'd be
happy to do that. Qur request still stands.
CHAI RVAN LANDSBURG Well, I'mnot sure that --

has anyone el se a comrent before --

M5. MORETTI: 1'd like to ask if |abor -- does
| abor have a comment on this? W haven't heard from
anyone representing | abor today.

MR. LI CCARDO. Ron Liccardo representing Pari -
Mut uel clerks. W're neutral in this issue because we're
protected under ADWfrom not |osing any jobs for the
| ength of our agreenent which last to 2005. So this has
no i npact on us. Thank you.

MR. MORET: Viren Moret with SEIU Local 1877.
We take the sane position as remaining neutral. But we
just want the assurances that we're not going to be
| osing any jobs by the racing being over at Santa Anita.

Because if nore people are going to be comng to the

racetrack in terns of that being at the fair, we
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anticipate people still comng in and trying to bet
satellite wagering. There's going to be jobs that are
going to be there, too.

So we -- you know, if the jobs increase, that's
fine. But we want to make sure they belong to Local 1877
and the positions that they're going to be working in.
And as long as we have that | nmean we're just going to
remain neutral. Thank you.

CHAI RVAN LANDSBURG  Thank you. Any further

comment from-- I'msorry. M. Henwood, have you
finished? | didn't nean --
MR. HENWOOD: Yes, | -- yes, | have.

CHAI RVAN LANDSBURG  Thank you
M. Chillingworth?

MR, CHI LLI NGAORTH:  Sherwood Chil |l i ngworth, Qak
Tree Racing. | think that you' ve heard a | ot of
testinmony today. And one thing | would like to point out
is that every entity, even those who are not directly
i nvol ved, the trainers, the owers, all of the -- of al
of the tracks have cone out against this proposal. And
the only two people who are in favor are the
beneficiaries of the proposed change.

" m suggesting to you that in light of all the
opposition fromall different sectors of the business,
that this whole i ssue deserves nore study than just

trying to get sonmething done in the few days that we've
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had to | ook at it.

And | think it would be within the purview of
the Board to say we're not against this thing conpletely,
but we would like to have nore tinme to study and
determ ne whether over a period of tinme that this makes
sense or it doesn't nake sense.

We obviously don't think it does. But we don't
claimto be omipotent. Thank you.

CHAI RVAN LANDSBURG. M. Liebau?

MR, LIEBAU:. | would just suggest that we --

CHAI RVAN LANDSBURG. I dentify, Jack.

MR. LIEBAU. W nane is Jack Liebau. | would
j ust suggest that the -- approving this on a one-year
trial basis is not going to do irreparable damage to the
industry. It's the only way that we're going to find out
whether it is in the best interest of racing.

Myself, | think racing has to change. | am not
satisfied with the status quo. | would never stand up
here and tell you that | think everything's great in
raci ng.

Raci ng has to take risks. Sonme of themwll
wor k, sonme of themwon't. W cannot continue to live
with the status quo the way it is. W have to inprove
our lot. And | think the only way we're going to inprove
our lot is by making sone noves such as this and trying

sone different things. Thank you.
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CHAI RVAN LANDSBURG. Do we have anyone el se who
cares to speak on the subject? | know we're all -- we're
only half way through our agenda. W are at sonewhat a
Crossroads.

| would |ike to chide many of you for getting
information to us in the |ast four days that we have had
to digest as a Board. It isn't fair. And from now on,
this is a declaration of this Chair, it will not be
acceptable for licenses and for argunents in favor or
agai nst any of the proposals or any of the itens that we
have di scussed wll not be acceptable unless they are in
the staff's hands seven days before the neeting. It's
now a rule. 1It's now an order of the Chair.

We can't have last mnute, |last instant papers
thrust at us with legalese, with figures that have no
di scernabl e processing, and then have to make a judgnent.

There is a sense here of rush to judgnent.

But we've all known about this because there
have been public declarations of positions for the |ast
two and a half to three weeks. It's inply the
presentation here before the Board of your specific
argunents that we -- that we have or have not heard.

There's been a request to allow a one-year
trial. That's the first |I heard of one-year trial. |Is
t here anyone who cares to comment about a one-year trial

as opposed to a free for all, give all?
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MR, HENWOOD: Ji m Henwood with the Los Angel es
County Fair Association. If in the decision-nmaking
effort of this Board it would view the way in which we
coul d perhaps advance this and provide a legitimate tri al
on sonething that, while many peopl e around here today
for other reasons, | believe, have indicated this isn't a
good idea, | think you have ourselves and you have Jack
Li ebau saying such. And we would support that. And we
woul d i ke the opportunity to have that chance.

CHAI RVAN LANDSBURG. | just need comment.
Thank you.

MR. FRAVEL: M. Chairmn --

CHAI RVAN LANDSBURG: |'m sorry?

MR, LIEBAU. Well, on the trial, ny concern
woul d be that to really have a trial, this is just one,
you know, 17-day trial. But you'd really need to get
buy-in fromall the different people to see what kind of
a trial they think would be nost productive rather
than --

CHAI RVAN LANDSBURG.  Agr eed.

MR. FRAVEL: M. Chairman, | would -- rather
than silence being viewed as acqui escence in the
question, our legal objections still stand with respect
to the one-year trial. And that's not to be
obstructionist. W just believe those are legitimte

argument s.
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And | have to say, | would be having the sane
position if this were noving to Holl ywood Park. W have
the sanme view on that subject.

One of the issues here, and | think you have to
|l ook at this in the one-year trial context, is | agree
with M. Liebau, you know, status quo is not sonething
that we as a racing organi zation approve of, appreciate,
or strive for.

But essentially this -- they have told us that
t hey have anal yzed the transaction, the economcs of it,
and they believe it's good for them good for Magna or
Santa Anita, good for Fairplex, and good for racing in
general .

But what they are saying silently is that we're
going to allocate the risk of that not working out to De
Mar and Oak Tree and to the racing industry in general.

And | realize you have to | ook at this whol e
i ssue as a continuum and that is why | suggest and
request that you defer this to the dates all ocation
process and let's |look at all those issues in a |arger
context and not sinply try to set a precedent of one
year, and then see where we go fromthere. Thank you

CHAI RVAN LANDSBURG  Thank you. Any further
comment ?

M5. MORETTI: Could I just ask Ed Halpern. [|I'm

still curious about the way that your -- the poll cane
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out. You nean that the -- that nost of the trainers
woul d rat her nove over to Ponpbna of those who are going
to race over there than stay stabled at Santa Anita,
assum ng that they would be there for OGak Tree and stuff
and go through the extra added expense and novenent of
enpl oyees and everything el se?

MR. HALPERN. Ed Hal pern. W have been given
the indication that that won't necessarily be the
situation. That the plans would be that horses woul d
stay where they normally stay. And the horses would ship
in from Ponmona to Santa Anita.

MR. HARRIS: You know, one part of this, it's
unfortunate that we're having this neeting up here, which
i's, you know, about as far as we ever get away fromthe
Ponona area. Because | think we have heard froma | ot of
fans and that we need to get nore input fromreally what
the fan base wants. Because we've gotten quite a few
letters on that. But | think that's an inportant part of
the ingredient. And the people that are in that area are
not able to even be at this neeting.

CHAI RVAN LANDSBURG. | ' mjust going through
suggestions that were nmade at the neeting just so that
the Board has the possibility of creating a notion that
m ght or m ght not be valid.

M. Van de Kanp suggested that rather short-

term study could produce enough information to make a
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recent decision, which is another consideration. It this
Board were to give 10-day notice, we could reconvene to
consider only this question. W are enpowered to do

t hat .

W are enpowered to nove on, nmake a notion on
this specific request. W can nmake it on the basis of a
year, or make it on the basis of -- on any basis that we
choose, as long as the proper notion is in place.

We've heard a lot of talk. If two hours
devoted to this subject is a lot of talk. | therefore
will open the floor for notions in and di scussion of
those notions in any of the directions suggest ed.

MR HARRIS: 1|'ll nove that the proposal for
2002 be denied, and that the Board have an opportunity to
readdress the question as we | ook at the 2003 dates.

CHAI RVAN LANDSBURG |Is there a discussion of

t hat anongst the Board?

MR. SPERRY: | second the notion.

CHAI RVAN LANDSBURG All right. 1'msorry.
It's seconded. |Is there still -- we still can open
di scussion of that notion. W have -- it was seconded by
John.

M5. MORETTI: This is tough.

CHAI RVAN LANDSBURG. There are people who are
t hinking, and | just want to be sure everybody is
prepared to vote. |s there anyone who has any ot her
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di scussi on?

M5. MORETTI: | don't have any problemw th
this -- the notion of noving to Santa Anita or anywhere
else if that's for the greater viability of horse racing
in Southern California circuit or -- and nmakes sense for
the fair.

But | would just go back again to what | said
earlier. | really, really, really think it's inperative
that the fairs and racing get together and have a nore
overall strategic vision on this and a plan. Because |
don't -- | can just see this going down the line
pi eceneal fair by fair, and | don't |ike that.

| also -- the part that disturbs ne nost about
this is that it's happening so fast and it's happeni ng
outside of our well-established thorough eval uation that

t akes place at the Dates Commttee. So, you know,

that's --

MR HARRIS: My |?

M5. MORETTI: |'d postpone it.

MR HARRIS: | hate to see -- you know, |
respect Santa Anita's position and -- but | just hate to

see us as an industry wal k away fromthe whol e concept of
racing at fairs, which this is really the biggest fair in
California. The only fair in Southern California. And

it's 17 days out of 365 days. | think we need a variety

to keep racing alive. Now, maybe at sone point when
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it's, you know, on |life support and can't neke it.

But when |'ve been at -- that was one of the
first tracks I went to, too. But even | was there |ast
year, and it just seened to ne that there is a vitality
there and there's a |ot of fans there and that you just
don't see at other places.

And | just hate to see us wal k away fromt hat
unl ess we feel that there's such a conpelling need that
it's going to be so nuch better sonepl ace el se.

CHAI RVAN LANDSBURG.  Any further discussion?

M5. MORETTI: Excuse nme, M. Chair, just | have
a question. Now, you were starting to say sonething
about we could notice within 10 days and have a nore
t hor ough di scussion on the one-year trial suggestion that
just cane up. Are you --

CHAI RVAN LANDSBURG: | was sinmply -- | was
sinply outlining different opportunities, different
opportunities that we had in front of us. W could say
yes. W can say no. There's a notion nowto say not to
t his.

We could refer it to the Dates Commttee, which
is really where it belongs in ternms of a commttee. And
belay or ask the Dates Conmttee to nove forward. |'m
just trying to list the alternatives. O we could accept
a one-year trial. So that we had so many alternatives in

front of us, | just wanted to be sure we had consi dered
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all of them before we go further.

We now have a notion on the table. And is
there further discussion on the notion by Conm ssioner
Harris that we deny the request?

MR, LICHT: Just one question and it
probably -- this is really Tom-- goes w thout saying.
This would be without prejudice in any way toward any
future consideration of this nove, right?

MR BLAKE: Yes.

MR LICHT: It would just be for this specific
nmove this year?

MR. BLAKE: That's correct. And the remnaining
issues that, | think as M. Fravel's letter well points
out, whether this would be at a fair, the effect on the
satellite licenses, all those could be studied in an
orderly way and decided at a later tine.

CHAI RVAN LANDSBURG  So further discussion of
t he notion?

M5. GRANZELLA: |I'mnot at all opposed to
nmovi ng Fairplex over to Santa Anita. But | personally
feel really rushed, you know And | don't feel like -- |
mean there's so many alternatives here and | don't think
they' ve all been exam ned enough. And |'m not saying put
it off for another year. | just don't feel confortable.

| feel rushed.

MR HARRI S: | feel the sane.
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M5. GRANZELLA: 1'd like your defernent for 10
days or whatever it is.

CHAI RVAN LANDSBURG. Wl l, there is -- Roy,
woul d you address the possibility of reconvening on the
basis that we had tal ked about?

MR WOOD: Well, | would suggest that first we
take a vote on the notion that's been seconded. It's on
the floor. And then we can address an additional notion
if this notion is voted on.

What you gave the Board was an option -- |I'm
not addressing the issue. You gave the Board three
options of notions, and Conmm ssioner Harris nmade an
option -- nmade a notion.

What you asked was woul d they have the
possibility of scheduling a neeting in 10 days for
further discussion. That's always the Board's option to
do that.

The problemis that with Fairplex's request, as
| understand, their request for their license application
has to be into our Board office by June the 5th or 8th.
And therefore, they're | ooking for an answer as to how to
fill out an application.

So the 10-day deferral of this would probably
not -- would limt you to what you could or couldn't do
in that respect. So those are the two issues at hand, |

t hi nk.

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 118



MR, FORGNONE: M. Chairman, if the Board

t hi nks - -

CHAI RVAN LANDSBURG. I dentify, please

MR. FORGNONE: Bob Forgnone again on behal f of
Fairplex. |If the Board believes it needs nore tine to

study these issues, there is another way to approach it.
We could file wwth M. Wod and --

CHAI RVAN LANDSBURG |'m afraid, M. Forgnone
that you may be out of order because we now have to vote
on this notion. W can vote not to accept it. W can
vote to accept it. But | think this Board is now
requested and required to vote. AmI| not correct?

MR. WOOD: We should vote on this notion.

MR. FORGNONE: In other words, debate fromthe
floor is closed?

CHAI RVAN LANDSBURG  Debate fromthe floor is
now closed. It's alittle late and I'm sorry.

MR FORGNONE: Ckay.

CHAI RVAN LANDSBURG. All right. W have a
motion. Do we want to repeat the notion, John, just
for --

MR. HARRIS: The notion is to deny Fairplex's
request to race their 2002 dates at Santa Anita, and to
have this whol e subject be an area of discussion as we're
| ooki ng at 2003 dat es.

CHAI RVAN LANDSBURG. And it was seconded by
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John Sperry.

MR. SPERRY: Yes, sir.

CHAI RVAN LANDSBURG  Al'l in favor?

(Voi ces sayi ng aye.)

CHAI RVAN LANDSBURG  Can you rai se hands now?
Because | hear other. Three. Opposed?

M5. MORETTI: | guess |'mabstaining. | just
can't figure out sonething right now.

CHAI RVAN LANDSBURG. When the Board -- when the
vote is tied on the Board --

MR. BLAKE: M. Chairman, the Board needs four
menbers sitting permanent to pass any resolution or take
any action.

M5. MORETTI: So | just need to understand this
procedure. So we vote on this notion, but we could turn
around and have another notion in a mnute to --

MR, HARRIS: No. W could change our policy
any tinme, | guess.

MR. LICHT: Do we have the right to extend the
time for Fairplex to file their application beyond June
15t h?

MR. BLAKE: Yes. That's really M. Wod's
area. But there's not a |egal reason you can't.

MR. WOOD: Yes, you can waive the right or the
requirenent to file their application by that tine.

Unfortunately, if we | eave themtoo nuch time, there's
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not enough time for us to review the application for
substance. But you can -- we can administratively waive
that regul ation about filing their application.

MR. LICHT: So can we nake anot her notion now?

CHAI RVAN LANDSBURG: Wl I, yes. Now we -- that
noti on does not pass, sO we -- there are other notions
t hat can be nmade.

MR. BLAKE: Yeah. You're back -- you're back
to starting over.

MR. LICHT: | nove that we notice a neeting.
That we neet as soon as hunmanly possible to discuss this
sole issue. And that we grant Fairplex 10 days after
that neeting to file their application with whatever
venue we determne is appropriate.

M5. GRANZELLA: 1'Ill second that.

M5. MORETTI: |'Ill second that.

CHAI RVAN LANDSBURG. Mbtion clear to everybody?

MR. HARRIS: | guess it would be understood,
but I think that it's inportant that neeting be, you
know, in the Ponona area of Southern California where we
can get maxi muminput fromthe different segnents of
i nterest.

MR LICHT: And I'd also -- that date will be
cleared, | would assune, with everybody's cal endar
because it's going to be such short notice. W need to

get it clear wth the Conmm ssioner's cal endar and make
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sure everybody's avail abl e.
CHAI RVAN LANDSBURG. And we have to notice it.
We have to have at |east 10 days' noti ce.

MR, WOOD: You have to give at |east 10 days'

noti ce.

MR, LICHT: | understand.

MR WOOD: And so it could be any tine between
today and 10 days. And we -- or as soon as we can get

the notice out. W have to give 10 days' notice.

MR, LICHT: | understand. But we got to make
sure it's a date that works everybody on such short
noti ce.

MR WOOD: And it's the whole Board, not a
comm ttee.

MR. SPERRY: Full Board.

MR HARRIS. It's just a one --

CHAI RVAN LANDSBURG One issue. One issue.

MR WOOD: It would be -- it would be a notice
for one issue, right.

CHAI RVAN LANDSBURG Well, that's a lot of tine
spent. Al right. Going back now, the notion before the
Board is that we attenpt to notice -- well, you want to
repeat your notion, please, M. Licht?

MR, LICHT: | nove that we give notice and have
a neeting with statutory notice 10 days later in the

Ponona area to discuss this sole issue, and that Fairplex
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be given 10 days after that neeting to file their
application for their '02 neet.
M5. CGRANZELLA: | second it. Second it.
CHAI RVAN LANDSBURG. W have a second. That

nmoti on has been seconded. Any discussion now that we

need?

(No audi bl e response.)

CHAI RVAN LANDSBURG All right. In that case,
all in favor?

(Voi ces saying aye.)

CHAI RVAN LANDSBURG  Everybody? 1Is that
unani nous, John?

MR. SPERRY: Yes.

CHAI RVMAN LANDSBURG. And it's the unani nous
vote of this commttee that we nove forward w th anot her
nmeeting, a full day neeting, as indicated by M. Licht.
"' msorry?

UNI DENTI FI ED SPEAKER:  Take a br eak.

CHAI RVAN LANDSBURG  Yeah. And | think
everybody needs a break. | certainly do.

(O f the record.)

MR. LICHT: Everyone please take a seat. W're

going to get -- we need to get back to our record.
CHAI RVAN LANDSBURG  Thank you. | think we are
ready to begin. |If everybody will take their seats, we

can reconvene this neeting.
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We have a di m ni shed audi ence, which in the
t heater says they're wal king, they're wal ki ng.

MR, LICHT: W' re not keeping thementertained?

CHAI RVAN LANDSBURG. If it isn't entertaining
enough, we'll throw spitballs.

Ladi es and gentlenen, on item 10, the
di scussion and action by the Board on the request of Los
Alam tos Quarter Horse Racing Association to anmend their
current license to include the inport of out-of-country
t hor oughbred races from Australia pursuant to Business
and Professional Code section 19596.2(b) and (d).

That itemhas officially been recalled or
renmoved fromthe agenda. However, if there is soneone in
t he audi ence who is here to discuss or have a comment
about that item they are free to nake it. The item
itself has been renoved fromthe agenda. |Is there any
comment or discussion on the request?

MR HARRIS: Do they plan to resubmt it or --

CHAI RMAN LANDSBURG. | don't know, but it has
been -- it has been pulled. Do we have soneone who
want -- who canme to comment about that particular iten?

MR. TRAMANTANG  Tony Tramantano, Satellite
Manager at San Jose. The only comment | have is fromny
fan base and they love the signal, and they |love the big
fields and the big payoffs, and I think if we can get
Australia back it would be good for the fans.
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CHAI RVAN LANDSBURG.  So not ed.

MR WOOD: M. Chairman, to answer M. --

CHAI RMAN LANDSBURG.  Sorry?

MR WOOD: M. Chairman, to answer M. Harris's
question about do they plan to resubmt that, we do plan
to -- there are plans to resubmt after further
eval uati on of Business and Professional Codes has taken
place. So | think we will see that com ng back in a
nmont h or two.

CHAI RVAN LANDSBURG. Thank you. For persona
reasons, John Sperry, Comm ssioner John Sperry, wll not
be with us for the remai nder of the neeting.

Item 11 on the agenda, discussion and action on
the application for license to conduct advanced deposit
wagering by YouBet.com And as per ny previous
statenents, | amrecusing fromany discussion or voting
on this subject. Thank you.

MR. REAGAN: Conm ssi oners, John Reagan, CHRB
staff. Before you is a proposal by YouBet. Alittle
background. W all know that YouBet was approved as an
out-of-state hub in February. That hub is in Oregon.
Wen they were -- thank you. Thank you.

UNI DENTI FI ED MALE: That's the first tinme
that's got an appl ause.

MR. REAGAN. At the tine that |icense was

approved, they did nention that they were al so thinking
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about creating a hub of live operators at their Wodl and
Hills operation, or at least in California.

| visited the facility the foll ow ng nonth.
It's a secured facility. And they were nmaking plans with
Local 280 for an operation of live operators in
Cal i forni a.

We di scussed a couple of different options in
terms of how they would go about adding that to their
license and so on and so forth. Their first option was
to work through the operator -- I'"'msorry, the Oregon hub
that they already had existing, and that certainly | ooked
i ke the best option.

After some work with the folks in O egon
apparently that was not possible. Oegon did not care
for the amendnent to that |icense, and so they were
unable to do that.

They' ve now deci ded to request fromthis Board
a license as a live operator, a live hub, California hub
for live operators here in Wodland Hlls, and that's
what we have before us today.

They woul d then have a license for the O egon
hub, as well as the -- a license for the Wodland Hlls
hub. The exact operation would be the |live operators
woul d take the wagers in Wodland HIls. They would be
accunul ated and then forwarded to the Oregon hub for

processing with all the other YouBet wagers.
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And the proposal today is interesting in terns
of the dates of operation. They' re a staggered situation
here where they do have agreenents and contracts with the
Thor oughbred Horsenen, for instance, that would take them
through Christmas of this year. The sane with harness,
essentially Christmas of this year. There's sone thought
that they have agreenents with the quarter horse that
m ght go as far as two years. And so on and so forth

They' re asking that the original $500, 000
financial security that was given to us with the first
| icense be used also on the second Iicense. And we note
here that the YouBet managenent teamin Wodland Hlls in
California have been licensed by California.

And they al so have included the TOC agreenent,
the quarter horse agreenment. And we have before us today
an interesting proposition in terns of what this Board
has certainly tal ked about, jobs in California, hubs in
California. And we need to decide if this is the way we
want to go today. So | leave it up to YouBet to fill in
ot her questions or other questions you m ght have.

MR, LICHT: Joe and Chuck, | think we've al
read the materials, and I would ask you to limt any
coments that you m ght have to sonething that we don't
have in front of us that would add to what you submtted.

MR. CHAMPI ON:  Charl es Chanpi on, President,

Chief Operating O ficer of YouBet.com Actually, we
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think the application is conplete and we don't have any
addi tional comments to nake at this tine.

MR LICHT: | personally amconfortable with
the security, that there will only be one security
posting, and that it is cash instead of a bond, and I'm
confortable with that.

|"d just like to hear from Ron Liccardo. You
have any comments with respect to the | abor issues on
this?

MR. LICCARDO Well, obviously I"'mtrying to
encourage as nmany people that have a |ive operator
operation in California. | feel if YouBet starts up,

t hen nmaybe the other associations wll either have to

cone on board al so, XpressBet and TVG And what's good

for -- if it works that good for one, it obviously wll
work out good for all. And maybe | could reap the
benefit of having the -- have the jobs at each one of the

conpanies. So |I'min favor of them obviously.

MR, LICHT: Any other public comentary?

MR HARRIS: |I'm you know, very supportive of
this nove as far as getting the live operators. | think
that's really great that they're looking in California.

|"mjust concerned a little bit on the term of
how long the license is for, which the only problemI'd
see there is that is during this period the appropriate

Horsenmen's agreenents are in place, that they -- what |I'm
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really worried about is soneone could get a |icense and
not really have an agreement with anybody in California,
but still be broadcasting thoroughbred races into
California wthout having a Horsemen's agreenent.

MR LICHT: Joe?

MR. HASSON: Joe Hasson, YouBet.com W
specifically separated the dates for out-of-state account
hol ders and in-state account holders so that the rules
and the application procedures would allow and require
YouBet to obtain both Association and Horsenen's
agreenents for in-state residents to take -- to place
wagers through YouBet.com s system

So we believe that in order to do live
operator, to hire people and to not create a conflict
with their benefit packages, and for us to invest in
setting up the capital equi pnment and everything required
to do this, that a two-year termis required. W're
taking a risk in doing this and we would appreciate a

two-year term

M5, MORETTI: | --

MR LICHT: 1'Il entertain -- go ahead, |'m
sorry.

M5. MORETTI: | was going to say, | don't have
a problemwith that. And | would nake a notion to -- a

notion to accept YouBet's revised application.

MR BIANCO Second it.
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MR, LICHT: Al in favor?

(Voi ces say aye.)

MR, LICHT: QOpposed?

(No audi bl e response.)

MR, LICHT: It's unaninously passed that you
recei ve that |icense.

MR. HASSON: Thank you very much. And we'd
also like to submt the staff. W did submt this
application right at the deadline, and they had to put
forth extra effort. [It's very nuch appreci ated.

MR. HARRI' S: Thank you very mnuch.

MR, LICHT: Alan's not here, but | guess we can
go off with the staff update on the ADW Shoul d soneone
go get hinf

MR. REAGAN. Conm ssioners, John Reagan, CHRB
staff. As we nove forward here, we are certainly getting
nore and nore involved with the account wagering. W're
becom ng nore used to the operation.

One problem | do want to bring out here today
to make it perfectly clear, on the chart that is included
in your package, it hurts nme to tell you that the nunbers
for YouBet for the last three or four weeks probably have
been over st at ed.

And | nust nake that clear that when ny
assi stant was putting these nunbers together, there was

sone changes in the systemthat seemto have caught him
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off guard. And | believe that the nunbers for YouBet for
the last three or four weeks were probably around the
mllion dollar per week nunbers, and we'll certainly sort
that out for you before the next Board neeting.

This is no reflection on YouBet or their
operation. Rather, the interface that the Horse Racing
Board was working with, the CHRI M5 fol ks, and just today
they have given nme a full set of reports through April.
We' || have tinme to | ook those over.

And | think we're getting nuch cl oser now to
t he poi nt where we have the handl e under control and the
di stributions, which have becone sonewhat conpli cat ed,
under control. And we'll have that, like | say, in the
future for you on a nore tinely basis. So we're
certainly hopeful for that.

At the sane tinme, | think as we sit here today,
the ADWhandle in California has probably broken through
the $50 million level. |If not earlier this week,
probably by this weekend, for instance. And so |I think
there's certainly good news there.

And that while the ADW handl e conti nues to grow
as a percentage of the California handle, | think it was
alittle over three, then it was four, nowit's a little
over five, we still see no negative inpacts on the live
handle in California on track or off.

And we've certainly had good luck with the
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Triple Ctown this year. W've had good attendance. So
overall, we're still positive on this, and we'll continue
to monitor it.

CHAI RVAN LANDSBURG  Thank you. W are at the
report now by individual track, individual ADW purveyors.

XpressBet is first up

MR. HANNAH. Ed Hannah, Vice President and
General Counsel, Magna Entertai nnent Corporation, as well
as XpressBet, Inc. Wth ne is Ron Luni ewski, President
of XpressBet, Inc.

Before | get into our presentation, | just want
to mention that Iike M. Fravel and Iike M. Liebau, |I'm
al so recovering. But since I"'monly licensed to practice
in the Province of Ontario, |I'ma recovering barrister
and solicitor, not a recovering | awer.

The other thing is I just want to echo, | think
sentinents were expressed by both Chairman Landsburg as
well as by M. Liebau. This is the first time | sort of
sat back and saw sone of the opposition to Magna as an
organi zation. |'mglad that Jack went on the record and
sai d what he did.

| can proudly say, both for the organization
that | work for as well as | speak for nyself, that we
abide by and | abide by two principles and those are
fairness and free enterprise. And if ever | am before

this Comm ssion and if you do not regard I'mreflecting
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either of those two principles, either on ny owmn behalf
or on behalf of the organization | work for, please
chal l enge ne on that. Because those are abiding
principles that we go by. And I just want to say, to ne
part of fairness is not just treating fairly, but also
being treated fairly.

The other thing, just to -- because this is a
public forum M. Chillingworth in his presentation went
through the litany of tracks that we own and al so said
that we had announced the acquisition of Pimico and
Laurel. W have not announced the acquisition of Pimico
and Laurel.

Qur policy is not to conmment on runors that
m ght be in the marketplace. There has been sone
i ndustry press concerning that, but there has been no
announcenent by us.

We have announced in March an agreenent to
acquire Lone Star Park in Dallas. And this week on
Tuesday we nade an announcenent to acquire a standard
bred track with a slot facility located in ny homet own of
Ham [ ton, Ontario, called Flanboro Downs. But those are
the only announcenents that we have made this year
concerning acqui sitions.

Now going into the report, | had hoped to bring
a slide show, but I do not have a slide show But | wll
be cheating by looking at ny slides. It's going to be
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nostly a statistical update. We will also update on the
other matters that we've spoken to before.

First of all, we usually update you as to the
percent age of the wagering on XpressBetting which is
bei ng done by California residents. As at the end of
May, 91 percent of all wagers run through our system had
been placed by California residents.

Al so, as of May 31st, 2002, the total nunber of
accounts whi ch had been opened by XpressBet, Inc. were
10,510. O those accounts, 9,067, that's nine zero siXx
seven, were opened on behalf of California residents.

Al so, as at that date, since our |aunch on
January 25th until May 31st, there had been 21 -- just
over 21.7 mllion in handl e bet through the XpressBet
system

One of the slides that we have shown in the
past has been the | ocation of where the accounts have
been opened. Once again, we're seeing nore of a trend
towar ds those accounts bei ng opened through our cal
center.

Seventy-four percent of our accounts have been
opened through the call center. Sixteen percent were
opened and continue to be opened at the XpressBet booth
at Santa Anita. And then at each Gol den Gate Fields and
Bay Meadows it's been five percent.

Anot her slide that we frequently report on is
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ADW handl e bet per track. You know, given the prem er
nature of the Santa Anita neet since inception, 40
percent of the handle had been bet on Santa Anita. To
date, 8 percent on Golden Gate Fields, 9 percent on Bay
Meadows, and the remai ning 43 percent has been bet on
ot her tracks.

We al so al ways have a slide reporting on
XpressBet handl e by week. |If you recall, for about the
| ast eight, nine weeks of the Santa Anita neet, we were
between 1.6 mllion and 1.8 mllion per week. Wth the
conclusion of the Santa Anita neet, we have now
stabilized at between 500,000 and 600, 000 per week.

It's also we had in the past always shown a
slide conparing us to TVG and YouBet. You know, we had
been the preem nent supplier. Now at the concl usion of
the Santa Anita neet and with the Hol |l ywood neet
starting, that has conpletely reversed itself.

The next slide I"'mgoing to ask Ron to address.

It basically is an update on our natural |anguage-speech
recogni tion technol ogy and marketi ng.

MR. LUNI EWBKI : Ron Luni ewski, Magna
Entertai nnment. Just quickly, we put a new product in the
mar ket pl ace. It nmakes our fourth interactive
di stribution product. And we now have our website, we
have |ive operator, we have an |IVR touchtone system and

we purchased this technol ogy out of Australia. It was
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used at New South Wales. And it's a natural |anguage
recognition.

We nai |l ed approximately 20,000 fliers and about
8,000 in California pronoting it. And what it isis a
voi ce recognition systemthat is geared towards racing.
In New South WAl es, as an exanple, it processed over 10
mllion bets and had over 150 -- it can handle well in
excess of 150,000 calls a day. So we hope sone day that
we can get there.

As part of the expanding our marketing efforts,
we took a very serious | ook at our current website, and
we wll be launching a new website sonetine in |late
summer that has a new | ook and feel. Frankly, nuch
better inproved user navigation and becones a heck of a
ot nore than just a wagering pad. Because for the nost
part that's what we have up there today. So much, much
nore to come on that.

And then you'll see us begin to integrate al
of our product lines to be able to have an integrated
mar keti ng plan pronoting those product |ines.

MR. HANNAH. The final thing I'd like to
address is just an update on our TV efforts. As we have
reported before, we are building out our production
center at Santa Anita. That is al nost conpl eted.

We have also hired 12 new full-tinme enpl oyees.

O those 12 enpl oyees, 9 are nenbers of the
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| nternational Brotherhood of Electrical Wrkers.

We expect the channel to be fully operational
sonetinme in July. At previous neetings | had reported
that we hope to have it by June.

Any Zinmmrerman is very nuch a perfectionist and
that's what we appreciate in Any. So Any does not want
to launch until she feels that she has the quality of
product ready to launch, until it's time. So we have no
deferred that into July.

Unfortunately, at this point in time, all | can
report is that the channels, there's two channels, wll
only be avail abl e on Racetrack Tel evision Network. But
we are continuing our negotiations and our discussions
with multiple national cable carriers and with one
satellite carrier.

We are hoping, as | nentioned in a previous
meeting, | think it was in February, ny experience in
Canada had al ways been that these negotiations took about
six to nine nonths. | think we're just over three nonths
intoit. W are making progress. W're hoping to be
abl e to make sone announcenents in the future.

CHAI RVAN LANDSBURG:  Woul d you just illuninate
alittle bit -- just elucidate a little bit on the
channel , which should go by very quickly. Wat is the
channel again for ny benefit, as well as all the rest of
us?
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MR. HANNAH. What we are doing is on
Racetrack -- I'Il just give a little bit of the
background of Racetrack Tel evision Network which is, you
know, a pay-per-view service. Basically, a private pay-
per-vi ew servi ce.

There are effectively eight channels avail abl e
on that service. Racetrack Television Network is a
partnership or joint venture between us, Phil adel phia
Park, or Greenwood Racing as they're fornmerly known, and
Roberts Communi cations, which is Todd Roberts in
Las Vegas. It's one-third owned by each of us vis-a-vis
t he channel s.

The intention when it was | aunched was for two
of those channels to be produced by us, two of the
channel s to be produced by Phil adel phia Park, one of the
channel s woul d probably be an odds channel, and the ot her
three channels woul d just be the turnaround of a track
simul cast signal at the tinme, or we've had sone split
screens on it as well.

So the channels I'mreferring to are the two
produced channel s that Magna Entertai nment Corporation is
producing. And they will basically be 24-hour channels.

They will highlight the racing for which we have
broadcast and wagering rights through XpressBet.

CHAI RVAN LANDSBURG. Thank you.

MR. LUNTEWSKI: And | just want to clarify a
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l[ittle bit further. One of the channels --

CHAI RVAN LANDSBURG. Again identify just
because we have --

MR, LUNI EWBKI: Ron Luni ewski, Mgna
Entertai nnment. Comm ssioners, just to be alittle nore
clear, too. One of the channels that will go up on the
pay for service is being produced with the intention to
go on a direct or a cable deal. So that channel wll be
made available for free. And that channel wll do
roughly ei ght races an hour.

And then the second channel up there is nore
geared towards the wager. It will be nore of a
simul casting fee channel. And that will always stay on
the pay side. So we're out nowtrying to sell the
prem um channel to the cable operators and to the dish
operators.

And if you haven't been by to see Any's
facility lately, we've invested sone significant capita
and would | ove to have the opportunity to show you guys
in much nore detail what we're doing with the show

CHAI RVAN LANDSBURG. W1l any of the pricing on
RTN for the average person cone down to a rational |evel?

MR. HANNAH. | f the nunber of subscribers goes
up. At this point intime it has not yet becone a break
even operation. The intention is that if we can get the

subscri ber | evel up, obviously to adjust the price down.
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MR HARRIS: It's a chicken and egg thing in a
way, though. If you get the price down, you m ght get
nore subscri bers.

MR. HANNAH: Well, you can say it's a chicken
and egg thing. Unfortunately, there was a failed
experinment called TRN that, you know, had cheaper
pricing, you know, nore broadly available. And
unfortunately, it never achieved break even status
ei t her.

MR. HARRIS: One of ny concerns as a potenti al
subscri ber woul d be that once Bay Meadows is over, you
won't have any California racing until | guess Bay
Meadows starts in the fall. O do you have any contracts
with the fairs for the channel ?

MR. HANNAH. W have contracts with three of
the fairs at this point in tine.

MR. LUNIEWBKI: That's correct. And then we
will put those fairs --

MR. HARRIS: They will be on?

MR, LUNI EWBKI : Sone of those, yes.

MR. HANNAH. And we're continuing in
negoti ations to hopefully have nore fair product as well.

Two fairs we will not be able to show. Those are
Fairplex and Del Mar. They're both TVG excl usive.
MR, HARRIS: Del Mar doesn't really consider

t hensel ves a fair.
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MR. HANNAH. My apologies to M. Fravel.

UNI DENTI FI ED MALE: W can take airplanes to
his fair.

CHAI RVAN LANDSBURG. However, they are out on
the -- but you have no agreenent with those tracks and
can't get one?

MR. HANNAH:  No, we can't.

CHAI RVAN LANDSBURG. It's part of the jungle
that we have here for anybody who wants to wager from
home or on conputer.

Had you investigated the possibility of a big
di sh subscri ber?

MR. HANNAH: Meaning one of Direct TV or D sh
Net wor k, Echo Star?

CHAI RVAN LANDSBURG. No. Big dish being the
old C band dish. The old C band dishes. Wich I still
own.

MR. LUNIEWSKI: Alan, we don't think that the C
band is for nore of the mass market. The prem um channel
has a ot of appeal in the United States. A lot of that
C band technol ogy has been pushed to the second or third
world countries. So to really get the footprint, it's
either a Direct or Echo Star dish for the prem um
channel .

Like Ed, we're going to be prudent with the pay

channel. But we believe over tine, done correctly, we
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can get that price down once we start to believe that we
can -- you know, so it's not a losing venture for us.

CHAI RVAN LANDSBURG. Right. But even so, there
are subscriptions. | mean | pay to get a certain nunber
of available sites on the C band, and it's relatively
expensive. Wuldn't it pay you to get onto that even
t hough there are only three mllion or so dishes around?

MR HARRIS: O aren't you -- you may be on the
C band already just in your regular satellite signals
going fromthe tracks.

MR LUNIEWSKI: That's correct, sone are on
t here.

MR HARRIS: So what, is there sone way that --
| guess those are scranbled. | wonder in today's world
it's really necessary to scranble all these signals or
not .

CHAI RVAN LANDSBURG. Yeah. And the de-
scranbling is fairly easy if you subscri be.

MR. HANNAH:.  Upon subscri bi ng, you have the
decoder.

CHAI RVAN LANDSBURG. |'msorry, sir?

MR. HANNAH:  You have a decoder to unscranble
t he signal once you' ve subscri bed.

CHAl RMAN LANDSBURG. It's true

MR, HARRIS: Could a C band user, you know, get

t hat somehow?
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MR. LUNIEWSKI: |If we nmade the business
decision to nmake our television -- horse racing
tel evision channels uplink to C band, it could be nmade
avai |l abl e.

At this point intime, w feel it's better to
continue to try to get the broader Direct, Echo Star
deal s done, sell cables and, in essence, you know, nake
our pay per service cheaper by just getting nore people
that way. And if we introduce ourselves in the C band
market, we're in essence -- our product |lines start to --
we believe start to conpete with each other. And the
market's really not that big.

CHAI RVAN LANDSBURG  What happened to free
enterprise, huh?

MR. HANNAH: We follow free enterprise. But
you basically undercut another market that you're
marketing to if you adopted the C band solution. W want

t he broadest possible distribution.

CHAI RVAN LANDSBURG Right. W do -- | do
understand that. [I'mjust opting for ny C band. That's
all. Since | have the bloody thing on the roof.

MR HARRIS: Yeah. | do, too.

MR. HANNAH. The other thing | did an update on
is we are continuing to have discussions in the Southern
California market for a revivification of Santa Anita

live since we no | onger have a contract with Fox Sports.
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And we are al so having di scussions in Northern
California along simlar lines. So that's in addition to
t he di scussions that we're having with cable carriers and
satellite carriers.

CHAI RVAN LANDSBURG. Ri ght .

MR HARRIS: It looks |like, just |ooking at the
charts, that the success that TVG and YouBet have had,
but they're going to pull the tag on each other, has been
pretty inpressive versus the XpressBet experience through
Santa Anita.

Just | think that's mainly because of just the
medi a exposure where | would sure urge you to figure sone
way to get better TV exposure.

MR. HANNAH: No. W agree with that
M. Harris. That's why we're enbarking upon the efforts
that we're enbarking upon right now.

MR. LICHT: One point about | think when you
applied for the license and right after you guys were
t al ki ng about AT&T cable, the Bay Area's biggest cable
provi der, and Sacranento. And that you were -- you
woul dn't say cl ose, but you said you were dealing with
them Nothing's ever cone about?

MR. HANNAH. The problemw th the AT&T
di scussions is that there is an acquisition right now of
AT&T by Contast. So it's very difficult to get any |ocal

operator, in addition to the head office, to put new
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programm ng on while there's the uncertainty of whether
that -- they will soon have a new master and not -- the
reception that we received fromthose |ocal carriers was
quite good. They're excited about the product. But the
current transaction which is being reviewed by a couple
of federal authorities has sl owed down those discussions,
unfortunately.

CHAI RVAN LANDSBURG. Do your -- | was just
trying to puzzle through sone of your figures on your --
and witing quickly as you were speaking themrather than
being able to see them

Forty-seven percent of the handl e that
you' ve -- that you' ve developed -- | believe you said 47
percent of the handle is on Santa Anita.

MR. HANNAH It was 40. Four zero. Sorry.

CHAI RVAN LANDSBURG.  Four zero?

MR. HANNAH  Yes.

CHAI RVAN LANDSBURG. | guess it adds up. |
guess.

MR. HARRI'S: Those nunbers are sonewhat
di storted, | think, because that is handle to date.

MR. HANNAH:.  Yeah.

MR. HARRIS: Not every track was running the
same nunber of dates to date, so it doesn't really nean
t hat nmuch, those percentages.

MR. HANNAH: (Obviously, that nunber is
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decreasi ng because the Santa Anita neet is over. So --

MR HARRI'S: Right.

MR. HANNAH. -- there's not an additional cent
that can be bet on it until Decenber 26

CHAI RVAN LANDSBURG. Then nost of your noney is
flowng out of California in that sense if only eight
percent of your noney had been -- we're getting
California bettors betting out-of-state tracks, right?

MR. HANNAH: Yeah. California bettors have bet
91 percent of the handle in aggregate, and 43 percent of
the handl e in aggregate has been bet at tracks other than
our three California tracks.

Now, we do carry harness, Capital Racing
Harness, so there is sone additional California product
that we're receiving betting on. But | can safely say
that unfortunately for Capital racing, the lion's share
of the 43 percent in other tracks is non-California
tracks.

MR. HARRIS: Yeah. It looks like at the |evel

you're at now i s about 500,000 a week. Wich, you know,

on a 7-day week is not all that nmuch. It is a pretty
smal | percent of the potential, | think.

MR. HANNAH. | don't have the exact nunbers,
but | think that there is still a strong preference by

California bettors to bet on California racing. And, you

know, other than the northern product that we have going
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right now at Bay Meadows, we have -- and the Capital
Raci ng product, we have no other California product.

You know, the premer product in California
right nowis Hollywod, and then it will becone Del Mar,
nei ther of which we have the rights for.

CHAI RVAN LANDSBURG  Any ot her questions and/ or
coments? |'msorry. W -- yes, Ron

MR. LI CCARDO  Ron Liccardo, Pari-Mitue
Enpl oyees. | have no problemw th thembringing in the
| at est technol ogy of voice-activated systens. But | do
believe that they should offer the custoner full service
with live operators here in California.

In 1979 automation was introduced to this
industry to virtually elimnate us, but we're still there
because the custonmer needed it. The new custoner needed
it. Mny of the new custoners obviously noved over to
the autonmated system after they | earned the industry, and
many of them-- and then sone of themdidn't.

But the new ones started at the w ndows asking,
how do I do this and how do | do that, and | need sone
hel p, can you help ne. 1've never been here before. How
do | do this? | don't think the autonated system handl es
that end of it, and that's where the |ive operator and
the live clerk handles all that. And I think when one
system proves that they can have |live operators, the
ot her systens will cone on.
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Now, I'd like to hear fromthemthat -- if they
have no interest in |ive operators, that's okay. But if
they have at one -- sone tinme that they're interested in
live operators, that they're here in California. Thank
you.

MR. HANNAH. The only response | can nmake is to
this point intime we have nmade a decision not to have
live operators. |It's a decision that is fluid and it
could change in the future. But at this point we have
made the decision in our California hub not to have live
oper ators.

As | mentioned at the |last neeting, one problem
that we suffer fromis our approved top fee in California
is four percent on certain of wagers, four and a half
percent on other types of wagers. Live operator-assisted
betting, our experience in Pennsylvania is that it's
close to two percent of handle the operating costs. So
it doesn't |eave nmuch for us.

CHAI RVAN LANDSBURG  Yeah, but we're in that --
we're still in that world and we still have to live with
what we have around us. And the maintenance in

California, | can't imagine, would be any nore expensive.

| f 91 percent of your bettors are inside
California, your 800 nunber is about half as expensive.

The other part is manpower. And we are determ ned that
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we keep the manpower that has been faithful to racing for
along time. So I'mgoing to nag you fromtine to tine.

| don't say you have to open up full service.
But certainly when a question arises about an account,
and |'ve had this experience so | speak from persona
experience, if it's past seven days in which it occurred,
t hen your Pennsyl vani a operators have got to turn to your
Bay Meadows operators, leaving us with a 25- to 30-
mnute, not long in terns of lifetinmes, an annoyi ng
bri dge between the two.

If there is sonme way we could bring just a
smal | piece of that back together, | would salute you
personal ly, and | think the Board would sal ute you
collectively, so that we are insuring that the live
operators cone out of the pool of people who have
dedi cated their work careers to. It would shine
favorably, Ed.

| will say it today. | will say it on the 26th
or 7th when we neet officially for other considerations.

And | will be saying it until you tell ne with a smle,
we have now put two |ive operators into Bay Meadows to
take California calls. And then | will bow down and say
t hank you, and we're glad we gave you the |license,

i nstead of saying, we gave you the license and we're
getting screwed. Thank you

MR. HANNAH:  Thank you.
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CHAI RMVAN LANDSBURG. diff, do you have a
comment ?

MR. GOCDRICH: Yeah. M. Chairman, diff
Goodrich representing the California Thoroughbred
Hor senmen's Foundation. And | wasn't at the neeting
yesterday and this m ght have cone out. And if so,
apol ogi ze.

But just by chance this week one of the
Comm ssioners asked ne, we are the fortunate recipients
of a very small piece of interest noneys on these

accounts. W are now preparing for our new budget. Qur

fiscal year commences July 1st. |It's no secret we've had
troubl e having end -- making ends neet. Every penny
counts.

And when he asked ne that, how is your interest
going, | said, "Not only don't I know, | don't think
anybody on the Racing Board knows." So this isn't
directed just at TVG It's also --

CHAI RVAN LANDSBURG O XpressBet which is up
at the nonment.

MR, GOODRI CH: Yeah. [|'msorry. XpressBet,
TVG or YouBet. |It's at all of these licensees. And
that is, is there any accountability to the Board as to
the average daily noneys on deposit so that at |east we,
and I'msure there's others who are interested, could

ki nd of extrapol ate and take a guess at how nuch interest

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 150



we m ght deri ve.

And ny real concern is being a |licensee has no
vested interest. |'mwondering about their investnent
policies. And maybe it's in a checking account and not
even in an interest-bearing account.

So if this came up yesterday, | apologize. |If
it didn't, I'"dreally be interested in know ng why is
that a deep dark secret and is there sone accountability
on how much is in those respective accounts.

CHAI RMAN LANDSBURG. ~ Thank you

MR WOOD: | can answer, | think. 1It's not a
deep dark secret. | think |I have to get close to a
m crophone. It's not a deep dark secret, but there has

been sone software problens in getting sonme of these
nunbers rel eased and sone of the noneys distributed to
the CHRI M5 system

And | think by the end of next week, John
Reagan and | will be able to give you a ful
accountability for that issue. But there has been sone
technical difficulties with CHRIMS because it's a very
conplicated conputer programthat had to be done to get
that straightened out. So we're now convinced we have a
handl e on that and it should be forthcom ng.

MR. HANNAH:  And | know M. Liebau has
mentioned it to ne many tinmes. He's equally concerned

about the anmpbunt of the nmarket access fee to which each
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of Santa Anita, Bay Meadows, and CGol den Gate Fi el ds’
entitlenent as well. Because | don't believe any
di stributions have made in that regard yet either.

CHAI RVAN LANDSBURG  There was a rush to action
whi ch can account for sone of this. And we are as nuch
responsible in terns of the rush to action as you are for
inpelling us. But we're still l|earning and we're going
to continue to | earn probably through the next year.

And sonetinme during the next | guess 365 days
sone kind of a hamer will fall because we'll know what
the problens were and we' Il conme about asking you or
demandi ng sol uti ons.

So let us -- is there any other comment now on
this, or any other question?

(No audi bl e response.)

CHAI RVAN LANDSBURG. I n which case we thank
you. W're glad to have our presence, M. Hannah and
M. Luniewski. And we will nove on to the report by TVG

MR. HANNAH:.  Thank you.

MR. LUNI EWBKI :  Thank you.

MR. H NDMAN. Good afternoon, M. Chairman and
Comm ssioners. M nane is John Hi ndman, Hi-n-d-ma-n
Vice President and General Counsel, TVG And with nme is
Counsel Kathy Christi an.

|"mgoing to be brief today and go over sone

nunbers. | don't have any presenta -- you know, slide
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presentation or anything, and keep it brief. And | won't
be too witty or funny because I'mstill smarting fromthe
abysmal debut of ny one and only thoroughbred on Sunday.
CHAI RVAN LANDSBURG. Wl conme to the cl ub.
MR. H NDMAN: Can't get any worse. Can only

get better.

Before | start, | just -- one point that was
just raised. | do have with nme California interest
i nconme on our California accounts. | have those figures.

The average account balances | can give. Starting in
January, the average daily bal ance was $39, 000. February
was $295, 000. March was $490, 000. April was $790, 000.
And May was $2 nmillion. And the average overni ght
interest rate was 1.3 percent on that noney.

So |l will provide that to the Board. And we
are prepared to pay those noneys to anybody appropriate.

We do have that information all set up

It's not a significant anount of noney yet.
But | think as you can see, especially with TVG our
bal ances have increased substantially in recent nonths.
So go ahead and get started. The last three or
four neetings --
CHAI RVAN LANDSBURG  Does that help, diff?
MR, GOODRI CH:  Yes.
CHAI RMVAN LANDSBURG. Good. Thank you.
MR. H NDMAN. The | ast three or four neetings
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cane and told you a | ot about the marketing efforts, the
television efforts, what we were going to be doing for
Hol | ywood Park and the Derby. And we're very pleased

wi th the package that we put together and want to share
with you sone of the results.

Si nce Hol | ywood Par k opened, our average weekly

handl es i ncreased 300 percent. | think you can see in
the chart that our handle just -- the handle in the chart
fromCalifornia residents -- for TVGis fromCalifornia
residents only. |It's averagi ng now between 2.3 and 2.8

mllion a week. Moving on to that, our total handle to
date has been about 17 mllion.

J: John, excuse ne. |It's averaging, that
means 2.5? | nean just going --

MR. H NDMAN.  Two point five mllion dollars a

week - -
CHAI RVAN LANDSBURG ~ Ckay.
MR. HI NDMAN: -- from California residents.
CHAI RVAN LANDSBURG Fine. That's what |
want ed.

MR. H NDMAN:  And of that anmount, of what
California residents are wagering, this is a sanple taken
since the start of Hollywood Park and incorporates the
Derby and the Preakness, so it's a little bit skewed.

But 55 percent of our wagering is on in-state races, and

45 percent is on out-of-state races.
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Qobvi ously, we feel as the season progresses
that this will skewa little bit nore towards in state as
the Triple Ctown ends. But that's what it's been so far.

We have over 11,000 California accounthol ders.

| believe the nunber is around 11,600 California
account hol ders. And the tel evision arrangenents have
been very successful.

|f there's one thing that | could agree with
M. Hannah on is echoing his sentinments that television
distribution is very difficult. These people have their
own cal endars and live with their own pace.

But so far the distribution that we have, |ast
weekend, our Fox weekend ratings were a 1.1 N el sen
rating, which was very, very good. The rating was higher
than the Angel s ganme which was on at the sane tine,
hi gher than Maj or League Baseball. W're very pleased.
Fox is very pleased. |It's good for themfromthe
advertising perspective that it's an attractive property.

And with Adel phia, we're ahead of our
subscriptions in ternms of account subscriber penetration,
whi ch neans the nunber of people who can see it. They're
openi ng accounts.

CHAI RVAN LANDSBURG. Can we ask you what the
current turnmoil in Adel phia, howw Il that affect your
oper ati on?

MR. H NDVAN. | don't believe that it wll
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affect our operation in any way whatsoever. And it
remai ns to be seen what happens to that conpany. As you
correctly noted, they are in trenendous turnoil.

CHAI RVAN LANDSBURG. Ri ght .

MR. HI NDMAN:  Just sone ot her observations and
these are our internal estimates. CHRI M5 nunbers will be
comng out so we'll all be able to see the official
nunbers. Made sone estinmates based on we had to adjust a
little bit for the YouBet handl e based on what was
reported, but we feel that total since -- in conparing
April 15th through 21 versus May 20 through 26, we want
to take two conparative nonths -- two conparative weeks
while Santa Anita running and then since Holl ywod Park's
been running where there wasn't a special event like the
Der by or anything el se.

Qur calculations -- and agai n, because of the
YouBet uncertainty we're a little bit different, but we
total California -- total California handle for ADW
i ncreased 52 percent. And we believe that that's going
to equate to -- on a weekly basis, and we believe that's
going to equate to anywhere froma 30 to 35 percent
increase in the anmount of noney that goes to purses in a
week.

So the purse -- the anount of noney going to
purses, the anount of noney going to tracks as

conmm ssions has increased wth our present business plan,
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and we believe wll increase throughout the year.

Also point out alittle bit nore about our
Derby results. W had an article in the L.A Tines on
May 9th reporting our overall Derby results or results
for Derby weekend. And for the 10 days from openi ng day
at Hol |l ywood Park through the Kentucky Derby, nationally
we signed up 7,500 new accounts, which we feel was a
phenonenal growth rate. And | believe nobody's ever
equal ed that growth rate. And our handle for the period
i ncreased 254 percent. So generally we are pleased with
the results.

And that's -- 1'd be happy to answer any
guestions that the Conm ssioners or the Chairmn may
have.

MR, LICHT: How did the Adel phia -- how d the
Adel phia pronotion go where you gave out the free passes
to the Adel phia custoners?

MR. HI NDVMAN:  You know, | haven't checked on
that. That was Derby day for Holl ywood Park. | haven't
checked on how many of those people redeened. | know
t hat approxi mately, you know, a mllion six, 1.6 mllion
coupons went out .

And a person that | know was sayi ng yesterday
that they're -- oh, a person that | know who doesn't even
live in California said, you know, "My sister lives out

there and she said that she got a bill stuffer from
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Adel phia to go to Holl ywood Park."

And | said, "Yeah." | said, "There are severa
of those that went out.” But | don't know the answer to
t hat questi on.

MR. LICHT: And how about canni balization?
Hol | ywood Park's not here, so do you have any idea?

MR. H NDMAN:  Yes. Hollywood Park's on track
attendance i s up about seven percent. They're overal
busi ness is up approximately, | believe, eight percent or
seven percent overall. And | believe they're on track
handle is either down slightly or equal, but | believe
that there were other factors that affected the on track
handl e for a couple of weeks that Rick could probably
el uci date better than ne.

But we're very pleased that the attendance is
up, the business is up overall, and feel that, you know,
we're -- that with the growth that we're sinply
increnmental growh for California racing.

CHAI RVAN LANDSBURG. Do you expect the sane
ki nd of response, by the way, to the Bel nont as you had
to Derby and Preakness?

MR. H NDMAN: Yes. W feel that the Bel nont
will be a very strong week. Normally, if you | ook at
what the Derby -- in our past history what Derby handl e
is, you can generally think that Preakness handle wll| be

roughly half of that.
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CHAI RVAN LANDSBURG. All right.

MR. H NDVMAN:  And we did better than that this
year. So we believe that with the Triple Crown on the
line that we'll have a very, very strong weekend.

CHAI RVAN LANDSBURG. If it's proprietary, fee
free not to answer this question. But I'mcurious as to
t he nunber of hours that you are on during the weekend.
Weekend on Fox is how many hours?

MR. H NDMAN. Cenerally two hours a day. |
beli eve that one day we were preenpted for Dodgers
basebal |, so we were on for 20 m nutes of the show
Cenerally two hours a day. For special events we're on
nor e.

CHAI RVAN LANDSBURG. You're on nore?

MR H NDVAN:  Yes.

CHAI RVAN LANDSBURG And the proprietary is --
t he expense -- if you don't want to go into it, | would
understand it. If you do, I1'd be interested to know what
you consider the hourly fee to be.

MR. H NDMAN. The hourly fee?

CHAI RVAN LANDSBURG.  Yeabh.

MR HINDMAN. | can't go into that. It is
proprietary. W have an arrangenent that involves many
factors with Fox and it's worked out very well.

CHAI RVAN LANDSBURG. |I'mjust trying to

encourage nore of it. That's all.
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MR H NDMAN. So -- and we are also very
optimstic. W feel that the Fox experience has been an
extrenely good one and is sonething that we wll
definitely ook at in other markets.

MR HARRIS: | recall at one point that you
were tal king about the interactive technol ogy where they
could bet with their renote. How far off is that?

MR. H NDMAN:. There are two sides to the coin.

On our side of the coin, not very far. W have a

pl atformthat has been designed and it's al nost kind of

i ke the chicken -- you know, putting the cart before the
hor se.

We have a platformthat's designed. So far
nost of the cabl e conpanies don't have a plat -- don't
have the systemin place that can take the platform

So the digital rollout of cable has been kind
of a nore -- a bit disappointing. And so they haven
not -- a lot of them haven't chosen their technol ogy
providers in this area.

The one systemthat will have interactivity
probably before any of the others is Dish Network. And
we worked closely with Dish Network on that technol ogy.

So -- but in other areas -- obviously we have
it in Louisville. Wth all -- we're working with all of
our cable providers to inplenent it. But they've been --

on their side it's -- you know, we can show up at the
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front door and say, we're ready, here's all our tools,
let's install this thing. And they cone back and say,
well, that's great, but we haven't even chosen who's
going to do this for us yet.

So hopefully that process will speed up as sone
of these issues with these cabl es conpani es, such as
Adel phia's trouble, the Contast-AT&T nerger, all of these
turmoil going on in cable television flattens out,
strai ghtens out.

CHAI RVAN LANDSBURG Do you intend to go to try
to penetrate in the north with cable systens or whatever
tel evision you can find avail able, or are you going to
stay basically south?

MR. H NDMAN. No. | think obviously our
enphasis is in the south. But we do have an existing
corporate relationship with AT&T broadband i nternet
service at the corporate level. And we have sone ot her
corporate relationships, the Genstar level, with other
cable providers out here. So it is a possibility that we
could be able to do that.

And | again would echo M. Hannah's sentinents
wth AT&T. They're alnost at a virtual standstil
because of their transaction.

CHAI RVAN LANDSBURG. Are there anynore
questions? | just have ny one final sledgehamer.

MR. HI NDMAN:  Ckay.
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CHAI RVAN LANDSBURG. When are we going to have
a California hub?

MR, H NDMAN.  We worked through sonme issues
with the Board related to that and in terns of having the
California hub. And it's sonething that, you know, we've
| ooked at very closely. W've nade sone contingency
pl ans.

And our concerns | think are |ong-term making
t he busi ness plans, you know, the licensure termof one
year. W wouldn't | ook too good if we put our operation
down here and -- so we want to work out the licensing
issues. And | think we've done that fairly successfully.

And then there's al so the business issues of
working with the people in Oregon and treating them
fairly. And they have jobs, too, and their jobs are
equal Iy inportant.

So those are all things that we're putting
together. | think by the end of the year we will have a
| ot better idea of where we're going with that.

And again, | thank the Board for working with
us on the issues that had to be addressed first.

CHAI RVAN LANDSBURG. We're nore than happy to
work with you. We would like to see this. [It's one of
the charters within the law. And | don't know why it
keeps getting ignored, but it's going to keep com ng up.

And it will come up nost strongly when your |icense
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renewal application cones in.

So | woul d suggest on behalf of the Board that
you make an effort to have at least a footprint here that
is visible so that we can begin to see there is a
possibility.

MR. HI NDMAN: Ckay. | understand.

CHAI RVAN LANDSBURG. I's there any ot her
di scussi on needed?

(No audi bl e response.)

CHAI RVAN LANDSBURG.  Then in the interest of
nmovi ng on, may we have the representatives of YouBet join
us? Thank you both for being here.

MR. H NDMAN:.  Thank you.

CHAI RVAN LANDSBURG. Sorry we didn't abrade you
wi t h anyt hi ng.

MR. CHAMPI ON:  Charl es Chanpi on, President,

Chi ef Operating O ficer, YouBet.com Thank you very
much, Conmm ssioners, for allowing us to present to you
t oday.

Joe Hasson in a mnute will be going through
sone specific material of sone of the handl e nunbers that
we would like to report to you, as well as sone marketing
pl ans that we have put together that will be rolling out
in the next week.

It's been approximately 65 days since | joined

YouBet.com and the horse racing industry in California.
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And let nme tell you, it's nuch like taking a drink with a
fire hose.

You have a very exciting industry, and we find
that there's trenmendous opportunities here in California.

W're excited to be here. W're excited to be a
California conpany. W' re excited about now the in-state
license and bring |live operators to California.

We think we clearly understand what the Board
is looking for in ternms of trying to grow the fan base in
horse racing specifically in California. W think we
understand how we can aid and assist in that and why
that's in not only your interest but ours collectively.
And | think fromthe presentation that Joe will give you
today, it will be another indication of how YouBet hopes
to do business here in California.

| can tell you also that there has been a
nunber of changes at YouBet over the last 45 to 60 days.

We have a conpl ete new managenent team on the ground at
the top. W also have reorgani zed reporting
rel ati onships and roles and responsibilities to better
address the opportunities. And in the next week or two
you' Il al so be reading and seei ng nore about YouBet's
changes and the exciting things that are occurring there.
So thank you.

MR. HASSON: Joe Hasson, YouBet.com |'m going

to keep this short. | just want to point out -- we want
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to point out the things that are of interest, | think,
that are specific to California.

Since February 22nd when we were granted our
license, we've approximately handled $9.4 mllion of
wagers that are California related. And what's
interesting is that 1.76 mllion of this is California
residents wagering on California tracks, and 3.52 mllion
of California residents wagering on out-of-state tracks,
and 4.12 mllion of out-of-state residents wagering on
California tracks.

And if you look at the next slide, what we
tried to do is show how does this benefit horsenen's
purses. And the |argest segnent, which is the out-of-
state residents wagering on California tracks such as Ca
Expo, CARF tracks, which haven't started yet, Santa
Anita, Bay Meadows, and Gol den Gate, approximtely $3.50
to $6.44 of a $100 wager with an average 20 percent
t akeout goes to the horsemen. And | think that's pretty
significant and hel ps the horsemen. And hopefully we'll
get sone fuller fields fromthat.

The next slide we would |like to show, we forned
a relationship wwth Wntercom and that's an association
with ESPN. And we will be providing the horse racing
page. And it is our intent to promnently pronote
California racing on this site. W are providing live

odds, a snippet of the program and a |ive AB.
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ESPN is very inportant in that it has roughly
13.4 mllion neet visitors per nonth and roughly 2
mllion daily. And their denographics bode well for our
i ndustry. N nety-four percent male, 95 percent 21 years
of age or older, and an average househol d i ncone of
$68,000. And it's the nunber one sport internet site.

And now, how does this inpact racing? Well,
since ESPN | aunched the horse racing site, they' ve seen
significant growmh. In April they had roughly 2.7
mllion page views and 415, 000 unique viewers. And in
May with the Derby, the Triple Crown, that |eaped to 6.7
mllion page views and 1.6 uni que viewers.

In addition to that, ESPN has forned a
relationship with the Mcrosft MSN network which has been
gi ven addi ti onal coverage.

On the next slide we have unique visitors and
we show it by quarter from 2001's fourth quarter through
2002's second quarter. And as you can see, there's
dramatic growh. Roughly 2 mllion unique visitors in
that quarter.

On the next slide we basically show t he page
views. And in 2002 to date, that's not a full year
there's been roughly 14 mllion page views.

Anot her agreenent that we put together is with
the California racing fairs. And we've entered into a

rel ati onship where we're going to help pronote their
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races by contributing to purses at each fair neet.

We're going to pronote their races through our
interactive site, through e-mail communi cations, and
t hrough personal nessages. And we're going to try to, in
addition to pronoting it to California residents, pronote
their content to out-of-state residents.

In addition, we wll use our newsletter and our
desk jockey columm to pronote their content. And we wll
have on-site denonstration booths to pronote the YouBet
brand and CARF raci ng.

Anot her deal that we put together was with
Churchill Downs, and this has al so been very benefici al
to California. As you'll notice on the slide, in May we
roughly acquired 1,500 custoners that were California
residents, but 4,500 that were out-of-state residents.
And now California racing' s available to those customners.

And thank you for your tinme, and good |uck on

the Bel nont. Any questions?

MR LICHT: | think that you guys have been --
done an outstanding job with sone of the pronotions, |ike
the default. Again, | nentioned this last tinme, the

default fromthe Holl ywood Park website for audi o-video
to youl think is fantastic. | don't know. Do you have
that for other tracks as well?

MR CHAMPI ON:  Yes, we do.

MR. HASSON: Yes. W have a relationship
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with -- in New Jersey, and we | ook forward to doing the
sanme thing wth CARF and sone other track partners.

MR. LICHT: And the new website | think is
really terrific, too. It's really alot better, nore
user friendly, | think.

MR, HASSON: Thank you.

MR, LICHT: Chuck, did you want to say
somet hi ng?

MR, CHAMPION:. No. | think that, Roger, we
appreci ate the fact that you' ve personally seen the site
and witnessed it firsthand. 1t's one of the things that
we think is very inportant is to bring down the barriers
that still exist to whatever extent they're there to nake
it easier for a custonmer to sign up and to i mredi ately
wager .

And we believe, as | know you do, that
California content is a real inportant product. That
it's sonething that, you know, people really enjoy seeing
wagering on. W think that its pronotion is inportant.
And so we're putting it in prom nent positions wherever
we can. Including, as Joe has already nentioned, the
fair content. W think that's inportant, and we wll| be
pronoting that heavily.

MR. LICHT: Wat about having conputers at the
fairs to show the -- that would be part of it?

MR. CHAMPI ON: As Joe nentioned, we're planning
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on having on-site denonstrations. W're looking -- this
is obviously very early. W're early in the
relationship. W're |ooking for ways that we can -- we
can further pronote there and pronote our brand as well
as bring the technol ogy to peopl e.

So there is sone plans. Generally they're in
their infancy. They're still being discussed. But we're
pretty -- we're pretty excited about that relationship
and think that it's got the opportunity to go sone
di st ance.

MR, LICHT: Yeah. One of the things, | had the
opportunity to talk to KimMerriman from Vallejo
yesterday, and we were tal king about how the fair
classically is for the products of the future or the nost
i nnovati ve things.

Lately it's be -- they've becone sort of
showi ng the nostalgia, the retro tinme clock. And maybe
this would be a way to go back to the old days of future.

And also, and this is a topic for another day,
but it really applies equally to TVG and Magna, the way |
| ook at things is | could go to the public library or to
Ki nko's and use a conputer and start betting the horse
races.

| don't know what that could lead to in the
future, but it's sonmething that | could see additional

exposure for the sport.
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MR. CHAMPI ON:  Yeah. They --

MR, LICHT: If | can go to the public library,
| don't see why | couldn't go to a sports bar and do the
same thing

MR. CHAMPION: Right. Those are things that
we're exploring. W concur with you again in that.

Al so, because of mny past experience being in the
newspaper industry, | found that getting the product in
front of people, getting themto touch it, to work with
it is critically inmportant. And to introduce yourself in
pl aces that you would not normally be introduced into.

And so we think there's a nunber of places that
we can do that with. W need to understand all the
ram fications, both the economi cs and the regul atory
i ssues associated with it. And then other relationships
that exist already in the industry.

So we're just kind of going through a litany of
all those issues to figure out where it makes sense for
us to deploy and how. But that is one of the things that
we intend to do is | ook at nontraditional kinds of
mar keting, role marketing, if you will, and we think that
makes a | ot of sense.

MR LICHT: Ckay. Chris?

MR. KORBY: Chris Korby with the fairs. | just
want to reinforce that. W're |looking at all these new

tools, these new opportunities to reach out to peopl e,
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better informthem serve thembetter. So we're going to
be I ooking into all these possibilities. And whenever

possi bl e I ending financial resources to nake these things

happen.

MR. HARRIS: The first fair is going to start
here in a week or two. I'mnot really -- still not clear
if we're -- if not the fairs are going to be, you know,

avai | abl e to ADW

MR KORBY: |'msorry?

MR. HARRIS: The fair -- Stockton starts like a
week or so fromnow, | think. Are they going to have
availability to ADWthrough YouBet or TVG or soneone?

MR. KORBY: Yes. W have an agreenent in place
with YouBet, and we are in active -- fairly active
di scussions with the other two |icensed vendors.

CHAI RVAN LANDSBURG. Questions or comments?

MR. HASSON: Thank you.

CHAI RVAN LANDSBURG  Thank you

MR. CHAMPI ON:  Thank you very mnuch.

CHAI RVAN LANDSBURG. I'Ill reserve ny editoria
for later. Public hearing on the adoption of the
proposed regul atory anmendnent to CHRB Rul e 2049,

Desi gnati on And Approval O Horsenen's Wl fare Fund.

M5. WAGNER:  Jacki e Wagner, CHRB staff. Rule

2049, Designation And Approval O Horsenen's Wl fare

Fund, sets the requirenments for the establishnent and the
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designation of a charitable corporation to adm nister the
Horsenmen's Wl fare Fund.

The rule presently requires that the
organi zati on have five directors who are subject to Board
approval, and at |east two of these directors nay not
have a financial interest in horse racing as a |licensed
horse owner, trainer, or assistant trainer, and they may
not be current nmenbers of the Horsenmen's organization.

At the request of the CTHF, rule 2049 has been
anended to change the required nunber of directors from
five to a mnimumof five and a maxi num of ni ne.

In addition, the anendnent al so changes the
nunber of directors who have no financial interest in
horse racing fromtwo directors to 40 percent.

And pursuant to AB-471, it also adds the
requi renent that at |east one of the directors wthout
financial interest in horse racing be appointed froma
list of nomnees jointly submtted by the SEIU, the
Jockey's Guild, and the California Teansters Public
Affairs Counsel

The rul e has been set out for the 45-day
comment period. Staff received no comments during that
period, and would recommend that the Board adopt the
proposal to anend 2049 as presented.

CHAI RVAN LANDSBURG |s there comment fromthe

Benevol ent Operation Commttee? |Is there a comment from

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 172



your commttee, Sheryl?

M5. MORETTI: | have a question, actually.
M5. GRANZELLA: | don't.
M5. MORETTI: |'msorry.
CHAI RVAN LANDSBURG Well, I'mjust asking.

M5. GRANZELLA: No.

M5. MORETTI: diff, I was just wondering. 1In
terms of the new Board nenbers, how does -- where do you
find the pool fron? Does it conme fromyour current Board
or are they nom nated by soneone -- by another group
or -- | don't know that process.

MR GOODRICH diff Goodrich representing
California Thoroughbred Horsenen's Foundation. The
intent of this rule anmendnent is really quite sinple. W
have had a five-person Board for -- | think ever since
t he exi stence of the organization.

| f you know anyt hi ng about nonprofit worlds,
that's an extrenely small board for the nonprofit
i ndustry, although we're a small operation. Normally
nonprofit boards run in the teens, if not the twenties.

Qur Board al so probably averages, and one of ny
directors is here today and it's out of respect that |
say this, not a criticism but probably averages 80 years
old. We want to preserve their wisdomwhile at the sane
time bringing on new bl ood.

So this is an effort to broaden the Board,
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bring in people with new networks of contacts, et cetera,

that will nake our organization a stronger organization.
| think it is not only unopposed in the

i ndustry, | think everybody supports it. And it should

be fairly noncontroversial.

M5. MORETTI: And | definitely support it. |
was just wondering where you -- where the pool of new
menbers will come from Are they --

MR GOODRICH  Well, we're in that process now

We have a nomnating commttee. | think they're going
to come fromdifferent -- sone of themw ||l conme fromthe
i ndustry. Some of themw | cone from outside of the
i ndustry.

One of them as Jackie said, nust conme froma
nom nation fromcollective unions, and we have that
nom nation. She happens to work for Kaiser Permanente,
which I think is a great addition to our Board because
she brings a healthcare background wth her.

M5. MORETTI: Al right.

CHAI RVAN LANDSBURG. Is there any question or
coment ?

(No audi bl e response.)

CHAI RVAN LANDSBURG I f not, entertain a notion
to adopt the proposed regul atory anendnent.

M5. MORETTI: | will nove to adopt the

anendnent .
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CHAI RVAN LANDSBURG.  So noved.

M5. CGRANZELLA: Second.

CHAI RVAN LANDSBURG.  And second. All in favor?

(Voi ces say aye.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)

CHAI RVAN LANDSBURG. The Board has approved the
adoption of the proposed regul atory anmendnent to CHRB
rule 2049, Designation And Approval O Horsenen's Wl fare
Fund.

In the sane text, and we have apparently now
W ped out nost of our audi ence, so we have -- anybody
want to dance? No. Here we go.

(Unrel ated di scussion off the record.)

CHAI RVAN LANDSBURG  Agenda item 15, on a nore
serious note, public hearing on the adoption of the
proposed regul atory anmendnent to CHRB rul e 2050,
Beneficiaries, Welfare Prograns And Activities, to revise
the definition of those eligible for benefits under this
rule. Jackie.

M5. WAGNER:  Jacki e Wagner, CHRB staff. Rule
2050 currently establishes the appropriate uses for the
funds paid to the CTHF. The proposed anmendnent to this
rule would extend the eligibility of the -- for CTHF
benefits to persons within 12 nonths of being laid off or

| eaving the industry.
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The amendnment al so clarifies the definition of
dependents of eligible persons as the spouse or the
dependent children of the beneficiary, and increases the
al | owabl e operating expenses from 10 to 15 percent.

The rul e has been noticed for 45 days, and
staff has received no cormments during that period. W
woul d recommend that the Board adopt the anmendnent as
present ed.

CHAI RVAN LANDSBURG. Are there questions or
comment s?

M5. GRANZELLA: | just renenber there was a
gquestion about stepchildren at the last neeting. |s that
part of this --

MR. GOCDRICH: | could answer that. ['d like
to cooment on the three things this does. One, there has
been sone criticism and | think valid, of who is an
eligible dependent. So this would clarify that as a
spouse and dependent chil dren.

As far as the stepchild, it would be the tax
return. In other words, if that stepchild is a dependent
on the tax return, that would be an eligible beneficiary.

So that woul d be how that criteria.

Secondly what this rule does, if one can
i magi ne right now, technically speaking, if we take a
back stretch worker who's worked for 30 years and retires

and needs to go to the hospital the next day, we cannot
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hel p that person. That's | udicrous.

This would allow a 12-nonth period of tine
after that person leaves the industry to nake alternative
adjustnents for his or her nedical care, but still would
allow us to treat himout statutory dollars, which
think is only fair and ties right into the COBRA law in
the profit world.

Thirdly, and M. Wod m ght have a background
on this, right now we are only allowed 10 percent for
general and adm nistrative expenses. | produced a letter
to the Benevol ence Conmttee from Ernst and Young.
Fifteen percent is really a baronmeter in the nonprofit
worl d for how much shoul d be expended for general
adm ni strative.

And as we've cut expenses, and we've had to
given the loss in revenue, we've cut a half a mllion
dollars out of a $2.7 million budget, that has put us
over that 10 percent threshold, which I think, ny guess
is, was just arbitrary. And I think 15 percent is a good
baronmeter and an industry standard for the nonprofit
world. So those three things are acconplished in this
rul e amendnent.

MR. HARRI S: Just a point of clarification
on -- | can see the need for a 30-year enployee to have
sone ability to get benefits after they | eave. But how

| ong do you have to be there? Could sonebody be working
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on the back stretch for a nonth and then | eave and have a
12-month eligibility?

MR, GOODRI CH. Basically, we have a stepped
program John. Once you're on the back stretch for six
nmont hs, you are eligible.

MR HARRIS: So it is --

MR. GOODRI CH: But we get into individual
situations where certainly one's longevity and conm t nent
to the industry is going to get that person probably nore
hel p than sonebody who's just been there a year.

CHAI RVAN LANDSBURG.  Further comment? It's so
common now in this -- in the world of benefits to find
that once you get to be ny age, the benefits wane or get
much nore expensive. But | guess that's less life going

f or war d. Entertain a notion.

M5. MORETTI: | will nove to adopt the
amendnent .

M5. CGRANZELLA: Second.

CHAI RVAN LANDSBURG. All in -- any discussion
further?

(No audi bl e response.)

CHAI RVAN LANDSBURG No, | don't think so. Al
in favor?

(Voi ces say aye.)
CHAl RVAN LANDSBURG: Qpposed?

(No audi bl e response.)
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CHAI RVAN LANDSBURG. It i s unani nous
therefore, in the opinion of the Board that we adopt
proposed regul atory anmendnent to the CHRB rul e 2050,
Beneficiaries, Welfare Prograns And Activities.

MR. GOODRI CH: Thank you very mnuch.

CHAI RVAN LANDSBURG. diff, pleasure to see you
agai n.

Item 16, and trying to get us all together and
wor ki ng in discussion and action on proposed new
regul ation to specify prohibited veterinary practices.

M5. WAGNER:  Jacki e Wagner, CHRB staff. The
proposed addition of rule 1867, Prohibited Veterinary
Practices, wll establish criteria and |ist those drugs,
subst ances or nedi cati ons whose use or possession of
woul d constitute a prohibited veterinary practice.

Under the proposed -- under the proposal,
erythropoi etin and darbepoietin are the first two
subst ances whose possession would constitute a prohibited
practice. Staff would recommend that the Board approve
this proposal and instruct us to initiate the 45-day
comment period for this proposal.

CHAI RVAN LANDSBURG  Di scussion? Dr. Jensen?

DR. JENSEN: The establishment of a rule which
woul d have sonme prohibitive practices --

CHAI RVAN LANDSBURG | ntroducti on

DR. JENSEN: Oh, I'msorry. Dr. Ronald Jensen
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Equi ne Medical Director for the California Horse Racing
Boar d.

Est abli shnment of a rule that would allow the
addition of certain practices or possession of certain
subst ances woul d allow the Board to better regul ate those
t ype subst ances.

Erythropoietin is a hornone that's produced by
all mammals. It's necessary for the maturation and the
production of red blood cells. There's a synthetic
erythropoi etin developed that is used in the treatnent of
severe anem a which is caused in humans by chenot her apy
and ki dney di al ysi s.

It's ong been runored that erythropoietin and
dar bepoietin, which is a very close relative to
erythropoietin, has been used illicitly in both human
events and in horse racing in an attenpt to influence
per f or mance.

It is a nedication that has a bit of a unique
possibility in that the proposed -- or the supposed
benefit of such increase in red blood cells |asts nuch
| onger than the drug can be detect ed.

In addition, it has the potential to cause harm
in horses. Since the horse and all mammal s produce
natural erythropoietin, the body recognizes the
adm ni stration of a foreign substance of the synthetic

erythropoietin as a foreign substance and devel ops
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anti bodi es toward that.

The anti body does not necessarily distinguish
bet ween the natural occurring erythropoietin and the
erythropoietin that's synthetic and has been
adm ni stered, and therefore nmay attack both and cause
severe anema in the horse in -- in the horse. And it's
very difficult to treat and can be very dangerous to the
hor se.

There's a second part to the rule which would
prohi bit the possession and/or use of any nedication that
is not approved for use in any species by the FDA and it
just -- it's not allowed to be in -- those types of
medi cations are not allowed to be in this country, and
therefore their possession and/or use should be
prohi bi t ed.

CHAI RVAN LANDSBURG I nteresting.

MR HARRIS: |'ve been followng this. | think
this is a sound rule and we need to get the rul e making
process started and get comrents. But I'll nove that we
go forward with the rul e nmaki ng process.

M5. MORETTI: |'Ill second that.

CHAI RVAN LANDSBURG Does this allow us to
i nvestigate the equi pnment in trucks and nedi cations that
a veterinarian brings on to the track?

MR. WOOD: Under statutes in California that's

al ready allowable. W have that authority to do that
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now. So this will allowus, if this -- these type of
medi cations are in those trucks, to do sonethi ng about
that, when we do find them But that is allowable in our
current | aws.

CHAI RVAN LANDSBURG  John, | didn't nean to
break your notion but --

MR HARRIS: | just nove we nove forward with
t he rul e maki ng process.

M5. MORETTI: And | second it.

CHAI RVMAN LANDSBURG. And it's seconded.
Therefore, we have approved noving forward with proposed
new regul ation to specify prohibited veterinary
practices.

CHAI RVAN LANDSBURG. Di scussion and action by
the Board on the approval of service, official
veterinarian, and --

M5. MORETTI: We should vote.

CHAI RVAN LANDSBURG. | apol ogi ze to the Board
and the audience. Just a little weary. My we have a
vote on the proposed new regulation? All in favor?

(Voi ces say aye.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)

CHAI RVAN LANDSBURG. Now it has been approved
by the Board. The new proposed regul ati on has been

approved by the Board.
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Di scussion and action by the Board on the
approval of service, official veterinarian, and steward
contracts for the 2002-2003 fiscal year. Yes.

MR. NOBLE: Okay. Paige Noble, CHRB staff.
Comm ssi oners, each year the Horse Racing Board enters
into a nunber of service contracts and for those
contracts whose anmounts exceed $5,000, we're required to
provi de a notion authorizing the execution of those
contracts.

We have provided you with a |ist of service
contracts and contracts for stewards and official
veterinarians. The contracts for the stewards and
official veterinarians are based on assignnents for the
2002 raci ng cal endar.

There's a mnor correction | want to nention on
the list we gave you. The contract for Cal Expo space
rental should reflect a three-year cost, not a one-year
cost .

Staff would recommend that the Board approve
the attached list of steward, official veterinarian, and
service contracts for the 2002-2003 fiscal year.

MR. HARRIS: How does it work if for whatever
reason anot her steward was hired or contracted w th?
You'd still be under this contract? Wuld you just add
anot her nane, or do you have to actually nane each of

t hese?
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MR. NOBLE: Well, if it was a contract for a
brand new steward and if it exceeded $5, 000, we would
have to conme back and get approval

MR HARRIS: So this is a pool of stewards.
This is kind of a finite pool for this contract purposes?

MR. NOBLE: Yes.

MR. BLAKE: This authorizes entry into the
contract, but the contracts are not entered into until
the stewards are about to commence their duty.

MR. LICHT: Paige, | haven't seen the contract.

But | was just looking and it's about 1.7 mllion for
the stewards, about 17. Is that -- the average steward
makes about $100,000 a year? |Is that it?

MR. NOBLE: Yeah, that's a good esti nate.

MR, LICHT: And the average vet makes about 90
sone t housand?

MR. NOBLE: Between 90 and 100. Sone a little
bit nore. It varies.

MR HARRIS: Are they -- the contracts are on a
per-day basis? | nean it's --

MR. NOBLE: Yes. They get paid per day.

MR LICHT: It's interesting that stewards make
nore than the vets.

MR. WOOD: But the vets have another |ine of
i ncone, too, because they do the inspections, you know.

MR. LICHT: OCh, they get paid for that?
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WOOD:  Yeah.
LICHT: By the racetrack?

2 3 3

WOOD: By the racetracks.
MR LICHT: GCkay. GCkay. | notion to approve
t he service and vet and stewards contract.
MR HARRIS: M. Liebau had a coment.
MR, LICHT: OCh, sorry.
MR, LIEBAU. This will probably be an unpopul ar

coment .

MR LICHT: Your nane.

MR. LIEBAU. W nane is Jack Liebau. | would
just -- have always been curious and al ways have asked

fromtime to time whether there is any eval uation of

stewards as far as whether they're accountabl e or whether

these contracts are just, you know, that's the way it is.
Does anybody | ook at perfornance?

MR. LICHT: Yes. | think there's a Stewards
Commttee. Bill, aren't you the chairman of that? Wy
don't you comment on that?

MR. BIANCO Do you want a comrent on it?

MR LICHT: Well, |I nmean the fact that you
are --

MR. BIANCO No, no. W do overviewit, to be
very honest with you.

MR. WOOD: And each steward is evaluated on a

pass/fail basis yearly. That's part of the contract of
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the state contractors working -- | nean regulations. And
each one is evaluated on a pass/fail basis each year. So
there is accountability and there is soneone who does
evaluations. And that's nyself and the Stewards
Comm ttee.

MR LICHT: And | think it's also true you
i nvestigate any conplaints that --

MR, WOOD: Under the regul ations of the
California Horse Racing Board, any conplaints of --
agai nst the steward has to be in witing and sent to the

Executi ve Director

MR HARRIS: Al right. | think, noving
forward, 1'd like to see a little nore diversity on the
stewards. | nmean California' s 30 percent H spanics, and

we don't have any Hispanic stewards at all.

| mean | don't think we should necessarily have
an affirmative action program | think we need it to
reflect the makeup of the state a little better than we
do.
LI CHT: Do we have a notion?
WOCD:  John Harris made a notion

LICHT: And it was seconded?

2 3 3 3

WOOD: By Sheryl .

CHAI RVAN LANDSBURG  All in favor?
(Voi ces saying aye.)

CHAI RVAN LANDSBURG.  Opposed?
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(No audi bl e response.)

CHAI RVAN LANDSBURG. The notion is carried, the
approval of service --

MR BIANCO |I'msorry. Did John put any tine
on that to try to initiate this within a three-nonth,
si x-nont h, one-year program the affirmative action?

MR HARRIS: | don't knowif | was really
tal king about affirmative action. |It's just | think that
one of the problens we have is we have this kind of a
finite pool of stewards and there's not nmuch opportunity
for any, you know, additional people or new people to get
in regardl ess of what their background is.

And | realize that there's kind of a -- like if
these really are contract enployees, then | think we do
have sone flexibility if they don't really have tenure.
Now maybe these are the best people and there's a | ot of
reason to keep themlike that.

| hate to -- | think as a horse or as a -- for
the good of racing there needs to be a little bit nore of
feeling that there is sonme possibility of a new person
becom ng a steward at sonme tine. | nean it's just --
it's pretty stymed. W turn over racetrack managers
faster than stewards.

CHAI RVAN LANDSBURG There is a programin
effect, John, of -- you know, there are | think 80, 85

stewards that are on the list. And they've got to
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qualify as stewards before you can -- it takes sone

knowl edge, at least. | would hope it takes sone
know edge.

MR. HARRIS: Yeah. Well, | think there's a
pretty good pool. But we never seemto be able to get

themto the pool because the same, you know, people are
still there. Wich maybe that's good or bad, but | think
we need to look at it and see is there sone benefit to
racing in general by making the pool nore diverse.

CHAI RVAN LANDSBURG | believe we have voted on
this and we have approved it, so we can nove on.

Di scussion and action by the Board on the approval of the
primary drug testing contract for the 2002-2003 fi scal
year .

MR. NOBLE: Paige Noble, CHRB staff. Excuse
me. The California Horse Racing Board' s equine drug
testing programutilizes a primary and a conplinmentary
testing | aboratory.

The current primary drug testing contract is
Wi th Truesdail Laboratories, and the contract cannot be
extended and it wll expire June 30, 2002.

In March we sent requests for proposals or what
we call RFPs to nunerous testing conpanies. The bids
were received, and in May the bids were evaluated. Three
conpani es submtted bids: Truesdail Laboratories,

| ndustrial Laboratories in Col orado, and Can Test
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Laboratories in British Col unbi a.

A three-nmenber conmttee eval uated the bids.
The comm ttee was conprised of the CHRB Executive
Director Roy Wod, CHRB Equine Medical Director, Dr. Ron
Jensen, and Kenji Oa, who is the Director of the
Toxi col ogy Lab at the California Departnent of Justice.

Truesdail and Industrial were judged as
technically responsive. However, Can Test was judged as
nonresponsive for failing to neet the requirenents
related to California' s D sabled Veterans Business
Enterprise Program

The comm ttee eval uated the remaining two
proposal s agai nst specific criteria as identified in the
RFP. They assigned points for pass/fail as applicable.

The bidder with the hi ghest scored proposal
meeting the requirenents outlined in the RFP is to be
awar ded the contract. The maxi num score possi bl e was
200.

| ndustrial received a total score of 168, and
Truesdai|l received a score of 183. Truesdail is the
hi ghest scored bi dder, so staff recomends the Board
approve Truesdail Laboratories as the primary drug
testing contractor for the 2002-2003 fiscal year, with
t he annual contract anount not to exceed $698, 500.

CHAI RVAN LANDSBURG  Di scussi on?

M5. MORETTI: | have -- | just have a comrent.
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Dr. Jensen, would you do nme a favor and carry a nessage
back to the Maddy (phonetic) Lab at UC Davis that |
understand that while they're still very new and they're
getting up to speed, | would nost sincerely like to see
them get into the process as fast as they can and becone
an applicant one of these days soon. One of these years
soon, | should say.

DR. JENSEN: | will do that.

M5. MORETTI: Thank you.

MR HARRIS: | think that, as | understand it,
that -- which | agree that | would like to see Davis bid
on this primary testing. But | think they are bidding on
the secondary testing, which is a third of the sanples.

DR. JENSEN. That's correct. They are the
conplinmentary |aboratory. And I'mDr. Ron Jensen, the
Equi ne Medical Director. And they are the recipient of
the conplinentary testing contract at this tine.

MR WOOD: And | would just like to interrupt
that we've already had sone di scussions along the |ines
that you tal ked about with UC Davis as to their ability
to bid on the primary contract (inaudible) the secondary.

And | think that it's their decision at this tine for
this year that when they started the | aboratory, they
really weren't quite prepared to do that. But | would
bel i eve next year's bidding process they wll be invol ved

in the process.

CALI FORNI A SHORTHAND REPORTI NG
(415) 457- 4417 190



M5. MORETTI: Thank you.

CHAI RVAN LANDSBURG.  Furt her questions or
di scussi on?

(No audi bl e response.)

CHAI RVAN LANDSBURG |'d like to entertain a
notion to approve the primary drug testing contract.

M5. GRANZELLA: So noved.

MR HARRI'S: | nove.

CHAI RVAN LANDSBURG Moved and seconded. Al
in favor?

(Voi ces saying aye.)

CHAI RVAN LANDSBURG.  Opposed?

(No audi bl e response.)

CHAI RVAN LANDSBURG  All right. D scussion --
we have approved the primary drug testing contract.

We now turn to reports. And we're alnost to
the bottomof the list, aren't we? Report fromthe Pari -
Mut uel Operations Conmttee. We had a very lively
session yesterday, and the Vice Chairnman, Roger Licht, as
Commttee Chairman | turned it over to him And it's too
bad we have a snmal| audience.

MR. LICHT: Very briefly, we had sone
interesting discussions. One thing I want to nmake sure
that is known is that we are continui ng ongoi ng
investigation of the bet that is now notorious, the first

race the first day of Holl ywod Park where the horse
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dropped fromlike five to one to two to five. And our
staff is doing an extensive investigation, and the
Commttee is on top of it as well.

Second of all, we reported that RE, who is the
| argest provider of off-track wagering fromout of state
to our pools, has conplied with all of the requirenents
that we put forward, largely being that they are not
t aki ng wagering from California residents.

| would say that their willingness to conply
and their willingness to open up to us has been
exenplary. They have said they have a driver's license,
a non-California driver's license fromevery player, and
they will continue to do that.

And t hey have bl ocked any phone calls comng in
fromany California area code, whether it be nobile phone
or conventional phone. And we're going to |look to have
that same sort of conpliance fromsonme of the other
unlicensed carriers who would be illegal for themto take
bets from California residents.

CHAI RVAN LANDSBURG. And they were al so
interesting in their description of the way in which they
sub their signal out to nost of South Anmerica. It was
very -- it's RGS, just for the record, Roger

MR LICHT: Ch, what'd | say, RG?

CHAI RVAN LANDSBURG  Yeah.

MR LICHT: Sorry.
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CHAI RVAN LANDSBURG. It's RGS. And the
extraordi nary conment that was made that kind of
surprised ne was that TVG signal floats through the
entire southern part or southern hem sphere because of
it's satellite em ssion and provi des sucker, if you wll,
to illegal betting operations that do not, as RSG [sic],
respond to official process for getting the noney to our
tracks. | was surprised at it. | didn't realize that
that was a possibility or probability, and didn't know it
until RSG [sic] nentioned it.

MR LICHT: RGS

CHAI RVAN LANDSBURG RGS. W've been at this a
while. It was a surprise to ne. And | was nost
i npressed and would |ike to say that all of this
information and all of the watchdog sense that cones out
of it through our association with RSG [sic] is sinply
the product -- | did that -- through the Stevenson
operation is in large -- largely due to Roger Licht's,
Commi ssioner Licht's pursuit and doggedness in making
sure that we know and he knew why all of this -- that bet
went out. And it provided a whole -- it provided a
weal th of information and association that was quite
val uabl e.

MR, LICHT: Thank you. And so we're going to
ook to in the future having the sanme affirmations done

by these other off -- these other carriers that RGS did.
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And if we don't get it, we're going to
certainly take a | ook at whether or not applications for
licenses with these that are sending the signals to sone
of these places should be granted or not.

One thing that was nentioned briefly is that we
| ooked in the future to having an update on technol ogy.
And the technology in horse racing seens to be
antiquated, why it takes 90 seconds to update a bet on
the tote board while say a stock trade woul d be
i nstantaneous. And that's sonmething I think that gives
the wong perception to the industry. W're hopeful
that'll change.

And then last but not |east, we | ooked at the
NTRA and the California marketing program and we know

t hat about cumul atively about $15 nmillion conmes out of

our -- out of the state -- or not out of the state, but
out of the -- out of the pools to go to these two
entities, about 50-50. | think it's about seven and

eight mllion.

CHAI RVAN LANDSBURG. |I'msorry. | was ms --
m sstated at the neeting and | found the correction.
It's 7.7 mllion, give or take a few hundred thousand --
a few thousand, going to CMC and about 3.8 mllion going
to NTRA cumul atively from sources here in California.

MR LICHT: So we're -- we have to decide
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whet her or not the Board wants to take any position with

respect to the Governor signing a bill, or we want to
di scuss whether there -- the Board should take any kind
of a position. 1'll let Al an handle that.

CHAI RVAN LANDSBURG. W had gone a long tine
yesterday, and I'll try to summarize it as quickly as |
possibly can. NTRA in its television effort provides
nmost -- or 60 to 65 percent of the television tinme that
they are involved in and cl aimsone responsibility for
goes to market the Triple Crown and Breeder's Cup. About
7 or 8 percent of what they do conmes back to California
internms of their television coverage of California
raci ng.

My question is, is there are a nunber of other
servi ces which NTRA provides. Wether or not those
services are sufficient to warrant that investnent is a
guesti on.

Whet her or not the burgeoni ng busi nesses, the
LLC s that are being -- that have been put in place by
NTRA is of value or not value, and whether we will gain
from our association, and whether the noney that we are
spendi ng coul d be spent better in California or not,

t hose are questions.

It is ny suggestion that we propose to our

| egi slative -- our Board Legislative Commttee a review

of the NTRA agreenment with the tracks and TOC to
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determ ne whet her we want to make a -- make known the
Board's feelings to the Governor's office should this
bill -- they are sunlit as to 2000 and -- sunset as of
2004 at the nonent. As of January 1st, 2004.

The bill that is presently in the Legislature
calls for an additional four years before the |aw
providing the funds for a national marketing programto
be adm ni stered out of California by Horsenen's
Organi zat i on.

The question that we would |Iike to pose, having
gone through all of those questions and having concl uded
that we nay not be getting or may be getting our noney's
worth for what we're giving out in ternms of a nationa
mar keting program is now !l would like to suggest that we
refer it to the Legislative Conmmttee for review and
action that they would recomend.

It's a difficult -- there's a |lot of vested
interest and there's a lot of circular participation.

And what | nean by that is NTRAis in some manner

associ ated and funded in part by TVG TVG nust negotiate
with the TOC. The TOC nenbers, at |east the TOC
President, is a nenber of the Board. And now we have a
circle of potential -- | don't want to nanme it but 1"l
call it potential -- conflict of interest in ternms of
negoti ati ng on behalf of the Horsemen with a group that

has a rather deep association with the NTRA
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Once again, | have personal feelings, but I
think that | have nore questions. | just don't know
whether it's valid to keep spending that noney. And at
least if we are going to, let's take a year. Do we have
to rush in and i Mmedi ately give themthe additional tinme
to sunset or not? And | think that is the real question
that we want to put before the Legislative Commttee.

MR HARRIS: | think as far as the Legislative

Comm ttee can, you know, |ook at different options for

the bill. But I think we need to get feedback on what we
want .

And personally, |I'm supportive of NTRA because
| feel that we could do nore working together. It's
really not the Board's noney. |It's the tracks' noney and

the owners' noney. And they -- or if they're both
willing to belong -- they don't have to belong. Any
track could drop out of NTRA. Any given owner can. But
they can reelect the TOC Board and they could, | guess.

So | don't knowif we want to be telling them
you know, sort of that we're kind of their keeper, that
we're telling themthat you guys are not too sharp, you
shoul dn't be spending this. | think we need themto
figure that out, or maybe suggest things to themthat
does that.

CHAI RVAN LANDSBURG | was not -- ny suggestion

here, John, is whether it's advisable to nake known a
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Board feeling through the Legislative Conmttee --

M5. MORETTI: Well, Alan --

CHAI RVAN LANDSBURG. -- about --

M5. MORETTI: |'msorry.

CHAI RVAN LANDSBURG  -- about the sunset
provision. There is a bill now going that will extend it

to the year 2008. Should we take a position that we can
wait until a year fromnow and still not have --

MR HARRIS: | think that's -- you know,
probably the nore bargaining chips, it then has the
better probably urgency. Although even that bill, as I
understand it, would extend the sunset. But still, it
woul dn't commit the owners or the tracks to belong to
NTRA "til 2008. It just facilitates the way the noney's
fl ow ng.

CHAI RVAN LANDSBURG. And that's where | cone to
the circular problemwhich | feel does exist.

MR HARRIS: Well, from NTRA, obviously, if
they're putting in the three mllion, they want
representation on the Board. That's only fair. |If
they're -- they've got to --- they put three mllion in
and be involved than put the three mllion in and not be
i nvol ved.

CHAI RMVAN LANDSBURG. John, | have questi ons,
not answers.

M5. MORETTI : M. Chairman, | believe I'"'m Chair
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of the Legislative Commttee, and | would be happy to
undertake this and first do the check on the status of
the legislation and go through that fromthat phase,
because | think that is under our purview to |look at the
| egislation that affects the horse racing industry.

MR. LICHT: | think there is a sense of
imrediacy. | think the bill has al ready been passed and
it's on the Governor's desk

M5. MORETTI: No, it's not, actually.

MR WOOD: No, no. Let ne --

CHAI RVAN LANDSBURG It's got to go to the
j udge.

MR. WOOD: The bill has gone through one
commttee and that is Assenbly Commttee. It nowis
schedul ed for hearing in front of the Senate GO
Commttee. So there's no -- | nean the urgency of this
is to some degree true, but it's not on the Governor's
desk.

MR, LICHT: Ckay.

MR. WOOD: And the Chairman of the Board can
direct this issue to the Legislative Commttee. And if
the Legislative Conmmttee Chairperson would like to take
that on, then they can take this assignnent that he's
gi ven.

W don't have this on the agenda today for a

count of the roll of the Board. But we are -- we can ask
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that the Chair of the Legislative Commttee take this as
an assignnent, and | think that's what the Chairman is
aski ng.

CHAI RVAN LANDSBURG. I n my stunbling bunbling
way.

MR HARRIS: | think Marie and | are both on
that coommttee. | nmean if we're |ooking at the overal
pronotion efforts, the noney that's questionable, | think
the California marketing plan, which is tw ce the anount
of noney, that if we ought to look at it, we ought to
| ook at that, to.

MR LICHT: Well, I think you should, too.
It's part of the sanme bill, right?

MR HARRIS: No, it's not in the bill at all.

MR, LICHT: No? kay.

CHAI RVAN LANDSBURG. No. They -- each year
they come up for | think --

MR HARRIS: Well, | think that's -- | think

that, as | said, the California nmarketing programis just

legislated. | don't think it -- it just keeps going
until changed. | don't think it's covered by sunset.
CHAI RVAN LANDSBURG | think there is a sunset

provision. There is a sunset to it.
M5. MORETTI:  Yeah.
MR. HARRIS: But one of the things is on both

of these which |'ve been frustrated by, there's really no
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organi zed way to evaluate them Anyone can al ways
guestion an evaluation, but it seened |ike they really
for the sake of the people putting in the noney, the
owners and the tracks, need to insist that there's sone
kind of a scorecard of what they did and if they nade

i nprovenents or what was cost effective and what wasn't.

CHAI RVAN LANDSBURG  That's why we want to
refer.

MR WOOD: | think you -- | think that those
suggestions are valid because there may be sone | ong-term
eval uation of both those types of operations that need to
cone up, the Commttee and the contributions to NTRA

But | think the Legislative Commttee to sone
degree needs to do sonething in the short termas it
relates to this one piece of legislation. And the
Committee, as you -- the Commttee | ooked at yesterday,
we'l | probably need nore eval uation about the marketing
Comm ttee as we go through the next few nonths.

CHAI RVAN LANDSBURG  Yeah. The CMC, the reason
that | did not add CMC to the |ist was because all of its
nmoney is spent on California racing. Now, whether that's
good or that's bad. But |I'm always concerned when
California noney | eaves the state and does not seem ngly
produce a return.

That's nmy -- that's the question | have. Is it

going to produce a return? Wuld it be better used in
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sone other way? | |eave that question open. But | think
you have to exam ne whether or not there's val ue being
recei ved and whet her the Board should take a stand on
whet her the sunset provision should be extended. That's
the key question is should the sunset provision be

ext ended.

MR. WOOD: That's your direction?

CHAI RVAN LANDSBURG That is the direction and
the consideration that we would |i ke to have.

M5. MORETTI: Ckay.

CHAI RVAN LANDSBURG.  You know what? |'m
mssing ny next -- is that it?

MR WOOD: That's it.

CHAI RVAN LANDSBURG. W are about to go into
executive session. This part of the California Horse
Raci ng Board neeting of today is adjourned. And the --
but we will now go into executive session.

(Board neeting was adjourned.)
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