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PROCEEDINGS BEGIN AT 9:36 A_M.
(The meeting was called to order at 9:36 A.M.)

ARCADIA, CALIFORNIA, MONDAY, MARCH 14, 2011

MEETING BEGINS AT 9:36 A_M.

EXECUTIVE DIRECTOR BREED: Ladies and gentlemen, this
meeting of the California Horse Racing Board will come to
order. Please take your seats and let’s get going. This is the
noticed regular meeting of the California Horse Racing Board to
be held on Monday, March 14, 2011, commencing at 9:30 a.m. in
the morning in the Baldwin Terrace Room at the Santa Anita Park
Race Track, 285 West Huntington Drive, Arcadia, California.

Present at -- present at today’s meeting are Keith
Brackpool, Chairman; David Israel, Vice Chairman; Bo Derek,
Member; let’s see, Jerry Moss, Member; Richard Rosenberg,
Member. And 1 think John is -- John Harris is here but not in.

Before we go on to the business of the meeting I need
to make a few comments. The Board invites public comment on
matters appearing on the meeting agenda. The Board also
invites comments from those present today on matters not
appearing on the agenda during a public comment period if the
matter concerns horse racing in California.

In order to ensure all individuals have an
opportunity to speak and the meeting proceeds in a timely
fashion 1 will strictly enforce the three minute time limit

rule for each speaker. The three minute time limit will be
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enforced during discussion of all matters stated on the agenda,
as well as during the public comment period.

There is a public comment sign-in sheet for each
agenda matter on which the Board invites comments. Also there
IS a sign-in sheet for those wishing to speak during the public
comment period for matters not on the Board’s agenda. When a
matter is open for public comment your name will be called.
Please come to the podium and introduce yourself by stating
your name and organization clearly. This Is necessary for the
court reporter to have a clear record of all who speak.

When your three minutes are up the Chairman will ask
you to return to your seats so others can be heard. When all
the matters have been called the Chairman will ask if there is
anyone else who would like to speak on the matter before the
Board. Also the Board may ask questions of individuals who
speak. |If a speaker repeats himself or herself, the Chairman
will ask If the speaker has any new comments to make. If there
are none, the speaker will be asked to let others make comments
to the Board.

Thank you very much. And, Mr. Chairman, it’s your
meeting.

CHAIR BRACKPOOL: Good morning, everybody. Welcome.
An unusual Monday meeting, but that was dictated by being able
to get a quorum. Commission Choper is sick and sends his

regrets. Otherwise, we have a full house.
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Just before 1 get started 1°d just like to send the
Board’s best wishes to John Shear, who is the paddock attendant
who bravely jumped in front of a young girl to stop a runaway
horse injuring her, an act of remarkable bravery for somebody
who is as advanced as John i1s, and we sent him our very best.
We hear he’s doing well. But on behalf of the Board we send
him and his family our best wishes and hope for a speedy
recovery. So thank you, thank you for that.

Item number one, approval of the minutes of February
the 17th, 2011. Do 1 have any comments on the minutes? Can I
have a motion to approve?

VICE CHAIR ISRAEL: Moved.

COMMISSIONER MOSS: Second.

CHAIR BRACKPOOL: The motion to approve by

Commissioner lIsrael, seconded by Commissioner Moss. All in

favor?

ALL COMMISSIONERS: Aye.

CHAIR BRACKPOOL: The minutes are approved. Item
number two, public comment. This might be a record. 1 only

have one card, but Jack Liebau from Hollywood Park.

MR. LIEBAU: My name is Jack Liebau and 1°m president
of Hollywood Park. As 1 think is universally accepted, we have
a shortage of horses. And 1 think that everyone is struggling
to fill races. And I was somewhat taken back to see that

before the Hollywood Park meet that Santa Anita was going to
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five days a week, which will definitely be detrimental to
Hollywood. And 1 thought that we had a situation where we are
all —-- we were all going to share the hurt resulting from the
lack of horse population.

I assume that that -- that expansion of racing has
been approved by the Board? Under public comment 1 know 1
don’t get any answers. So with that said 1’11 sit down. 1
just don’t think It was a good idea, I think it will be harmful
to the Hollywood Park meet, and thought it was appropriate for
me to comment. Thank you very much.

CHAIR BRACKPOOL: Thank you, Jack.

Commissioner Harris has something he’d like to say
under public comment.

COMMISSIONER HARRIS: This wasn’t on the agenda. But
one thing I think that the racing industry and the public need
to be looking at i1s different legislation progressing both at
the federal level and the state level addressing internet poker
and other forms of iInternet gaming. Because right now 1iIn
California the only thing that can be bet on through the

internet iIs horse racing, although there is substantial amounts

of bets going on throughout the country on -- on internet
poker. And it’s a debate. [I’m not sure which side of 1t I’m
on.

But oftentimes racing kind of stays on the sidelines

and doesn’t really inject themselves into the fray. So I think
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all the different segments of owners and trainers and unions
and tracks and everybody else needs to look at what kind of
legislation might come. It may well be that there’s not that
many leverage points to really stop it or start 1t. But
anytime there’s new legislation there’s always a few other
issues that you can involve if there’s anything in our current
law addressing horse racing that we want to modify.

I think we probably should keep that in mind and try
to work together, don’t get up to the final day of legislature
and no one’s quite gotten around to beating on it. So that was
just some thoughts 1 had coming down. | thought 1°d express
them.

CHAIR BRACKPOOL: Thank you, John.

The other thing 1 would like to add under public
comment, which is not specifically on the agenda, but we had
the first few weeks of the meet where we had a particularly
desirably low accident and fatality rate. Sadly, that
statistic has caught up with us over the last couple of weeks
and we’re now back to the numbers that we were before.

I just want you to know that this Board takes this
issue very, very seriously. In the last couple of weeks Kirk
Breed has chaired a number of meetings here with both CTT, TOC
involvement, but more additive to that would be, obviously, the
track personnel themselves. We have continued to work with Dr.

Peterson on issues. And | think that we’re hopeful that some
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of the -- some of the issues that came up iIn the last meeting
and the changes that have been made since then will continue to
improve.

But it Is -- 1t’s of concern, great concern to this
Board. It is something we’re going to continue to watch and
monitor. And 1 think at the April Board meeting we will
probably have an agenda item specifically so that we can go
through 1In public exactly what happened, what were the changes
that were made, what are the things we’re doing to continue to
ensure safety. Because safety, safety, safety just has to be
of paramount importance to us.

So 1 didn’t want to let the meeting pass with people
thinking that this wasn’t at the forefront of our minds. It is
something. There’s a great deal of conversation taking place,
a great deal of action. And hopefully the remedies that are
being put in are the very best. But for anybody who loses a
horse, either in training or racing, obviously, it’s just --
nothing can be done quick enough. So we just have to continue
to do what we’re doing on that and continue the testing, and
that’s what’s been going on. So we’ll have a full agenda
report -- action item on that, discussion item on that at the
April meeting.

So with that we move on to item number three, which
is the discussion and action by the Board on the application to

conduct a horse racing meeting of the Hollywood Park Racing
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Association at Hollywood Park Race Track, commencing April the
20th, 2011 through July 17th, 2011, inclusive.

And if we could have the Hollywood Park
representatives come forward. We need an extra chair for --
oh, she’s got a chair.

VICE CHAIR ISRAEL: She is self-sufficient.

CHAIR BRACKPOOL: She brings her own chair.

VICE CHAIR ISRAEL: Brings her own chair.

CHAIR BRACKPOOL: Yeah. Exactly. Exactly. Jackie
is staying at the back.

So please, Jackie.

MS. WAGNER: Jackie Wagner, CHRB staff. The
Hol lywood Park Racing Association has filed its application to
conduct i1ts race meeting from April 21st through July 17th.
This is 54 days. They are proposing to race a total of 464
races, or 8.59 races per day. There will be racing four days
per week, Thursday through Sunday, with eight races on
Thursdays and Fridays, nine or ten races on a selected basis on
Saturdays, Sundays, and holidays, with nine races on Friday,
April the 22nd, eleven races on Saturday, May 7th, 21st, and
June 11th.

Their first post time is 1:00 p.m. daily. They will
have a 7:05 post time on Fridays, with the exception of Friday,
May the 6th, an 11 o’clock post time on Saturday, May 7th which

i1s Kentucky Derby, May 21st which is the Preakness, and on June
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11th which i1s the Belmont day.

Their application indicates that they have
outstanding items which have been received. And 1°m happy to
report we do have a horsemen’s agreement, the CTT agreement,
and 1t indicates the 2010 audited financials, and those
financials have not yet been completed per the applicant and
they will be submitted to the Board upon completion.

The representatives are here.

CHAIR BRACKPOOL: Let’s --

VICE CHAIR ISRAEL: Do you have -- do you have
something -- are you going to make a statement or -- no?

I’m curious, why no Thursday night racing? It was an
experiment that worked last spring.

MR. WYATT: 1”11 attempt to answer that. But before
I do I did want to make one clarification. We’re -- we’re only
running eight races on our first Friday, April the 22nd. The
application says nine. We’ve changed it. We’re not going to
do that.

MS. WAGNER: Eight races?

MR. WYATT: Yes.

MS. WAGNER: Okay.

MR. WYATT: We did try a Thursday experiment last
fall. And frankly, Commissioner Israel, we didn’t think it
worked very well.

VICE CHAIR ISRAEL: No. No. Last spring meet you

Ehlert Business Group
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did one Thursday night, you drew 11,000 or 12,000 and -- and it
was very successful, when you had the Devo or whatever, Devo
played.

MR. WYATT: 1 think under those -- 1 think that
probably only works when you have a very attractive performer
or band. And we just don’t -- it’s not in the cards this
summer .

VICE CHAIR ISRAEL: And to be honest with you, when
you did it in the fall we had weather problems. | was there a
couple of those Thursday nights. And the Thursday nights that
you actually had racing, had you raced in the afternoon you
would have had half as many people and 1t would have been even
a bigger disaster. 1 mean, it was rainy and cold. 1 mean,
here, heading into May and June you’ve got -- you have nice
weather. People aren’t available to come Thursday afternoon.

MR. WYATT: We don’t dispute that. Perhaps 1t things
go well at the beginning of our meeting and we can get some
attractive bands, they’re not that easy to get at some
reasonable price --

VICE CHAIR ISRAEL: Right.

MR. WYATT: -- we can try another Thursday. |
don’t -- we’re not opposed to trying it out. But that’s -- we
didn”t apply for i1t because we’re not sure we’re going to be
able to do it and do it the way it ought to be done.

VICE CHAIR ISRAEL: Okay.

Ehlert Business Group
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COMMISSIONER HARRIS: David and I had some lively
debates on the whole success or lack of success of Thursday
nights, which my perception, at least last fall, it was --
wasn’t successful, but the weather was probably a factor.

MR. WYATT: Yeah.

COMMISSIONER HARRIS: But I think it would be good if
we could see what the results were. Because often times we do
something as an experiment and we never see the results of the
experiment.

And one of the factors | was concerned about
initially was the simulcasting, when you lose the impact on the
north, 1If they’re not going at the same time, and your ability
to simulcast out of state that are, you know, whole different
time zones, and 1 think there’s some downsides to that. But we
need to quantify that and see what those are.

VICE CHAIR ISRAEL: If I remember correctly, ADW
handle was not depressed by racing that late. Now obviously
Golden Gate was adversely affected. But ADW handle, especially
back east, 1 think 1t was up a little bit or 1t was even.

MR. WYATT: We can certainly get some numbers
together so that we all know what we’re talking about.

COMMISSIONER HARRIS: Yeah. Let’s go look at the
numbers. I1t’s not -- I mean, ADW i1s also --

VICE CHAIR ISRAEL: Yeah. And satellites back there.

COMMISSIONER HARRIS: But what are you doing on

Ehlert Business Group
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wagering on dark days since you’re racing four days a week?
I1’ve always been frustrated. Somehow, maybe it’s not
practical, but there’s a potential with the large population of
California to have a place that maybe not every last site,
simulcast site, but some of the major sites open for wagering
on Monday, Tuesday and Wednesday, possibly.

MR. WYATT: 1I’m not sure about Monday and Tuesday,
but we are simulcasting on Wednesdays, and Hollywood will be
open. And when we did it over the past few years, when we’ve
gone dark on Wednesdays, most of the -- most of the sites and
the bigger sites stayed open.

COMMISSIONER HARRIS: 1°d be interested to see how
much you can generate in purses and commissions on those days.

CHAIR BRACKPOOL: So just to clarify that point,
we’re going to get some data sent to us iIn the next few days on
the Thursday night experiment.

MS. GREALISH: 1 think there’s a big difference
between the spring because we -- the scheduling was such that
it really led into that holiday weekend as well. So I think
scheduling played a big role in that too, so --

CHAIR BRACKPOOL: But let’s get the data and then --

MS. GREALISH: We will --

CHAIR BRACKPOOL: -- we can talk about what
assumptions we’d have to change to be able to do that.

MR. WYATT: We’>d be happy to do that.

Ehlert Business Group
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VICE CHAIR ISRAEL: Yeah.

CHAIR BRACKPOOL: Okay.

VICE CHAIR ISRAEL: And also, 1 mean, include -- we
need to see what the average attendance and handle was on a
Thursday afternoon throughout the meet. And, you know, 1 don’t
expect you’re going to spike to 10,000 or 11,000 every Thursday
night. But if you go from 3,000 to 6,500 or 7,000, now that’s
a business.

CHAIR BRACKPOOL: Yeah. 1°d like to ask a couple of
questions. 1 think we all agree that the Friday night
promotion of getting bands into the facility has been, over a
multi-year period, quite successful in terms of attendance, but
doesn’t appear to have had any effect on handle. And when I go
there on a Friday night and I watch 1 think I see why, which is
that people come In. And we as a sport, and 1 think you as a
facility, don’t do anything to allow them the education that
would be necessary to be able to bet. So they come in to buy
cheap beer. They stand and they talk, and they’re talking
amongst themselves as races are going off.

Have you ever considered and ambassador program,
getting people of the same age groups to be there, putting them
all 1n a room -- there’s enough space there -- putting them all
in an area and saying let’s explain to you how this works, let
me explain how you buy a ticket, let me explain how you bet,

what you do, let’s take a group of you down to the paddock,
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let’s take a group of you down to the front? And actually try
and get the crossover from attendance into handle.

MR. WYATT: I think that”’s a very good suggestion and
we will try to implement that. We’ve done a little bit of
that, but not probably on the scale you’re talking about, with
Australian racing. We’ve had the seminars, so to speak, in the
Whittingham bar/restaurant area.

CHAIR BRACKPOOL: But they’re probably seminars for
people who understand the sport.

MR. WYATT: Probably.

CHAIR BRACKPOOL: Yeah.

MR. WYATT: Probably.

CHAIR BRACKPOOL: And I1’m talking here about the
opposite. 1 mean, my experience is when | bring people to the
races for the first time they’re absolutely fascinated. But I
don’t think our sport -- 1711 change the -- change the wording.
I think our sport does a horrible job of explaining to a
newcomer how this works. And it’s really not that complicated,
it jJust appears to be complicated. And i1f you picked up the
Daily Racing Form you might as well think you needed to do
nuclear physics to be able to understand what it -- what it
means; right?

So 1 just think that people react well to people in
their own, you know, age group. And I think you’ve done a

tremendous job iIn putting a great deal of money into getting
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these people in. |1 would just like to see it reflect Into
handles that it benefits the sport, rather than just benefits
the facility with selling more food and booze.

MR. WYATT: Well, we will take your suggestion to
heart and we will try to implement a plan prior to our race
meeting. And -- and hopefully we can --

CHAIR BRACKPOOL: So maybe at the April Board meeting
you could give us a presentation on what that plan i1s going to
look like.

MR. WYATT: Of course.

COMMISSIONER MOSS: Perhaps --

CHAIR BRACKPOOL: Commissioner Moss.

COMMISSIONER MOSS: Yeah. 1 was thinking, perhaps
just a very simple handout, you know, that would be, you know,
small, you know, just foldout that would be informative and
help people, 1 think handed out by people who could be
identified as a new people person, you know, so to speak.

MR. WYATT: I will —— 1 will say --

COMMISSIONER MOSS: Maybe they’re wearing gloves or
something, you know, just to give them a different appearance
of something. | mean --

VICE CHAIR ISRAEL: Well, and you can have them --
somebody appear on the video board and -- and you can almost be
running contests on the video board. And let people know it’s

okay to bet on a color, to bet on a number, to bet on a name.
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You don’t have to try to figure out how to handicap a race.
COMMISSIONER MOSS: Right.
MR. WYATT: Right.

COMMISSIONER MOSS: Yeah.

MR. WYATT: I think we -- we tried last fall with
a -- the Racing Form was -- was kind enough to give us an
abbreviated version, much more fan -- excuse me -- fan-friendly

type of thing.

But 1 think the kinds of things you’re talking about
would work a lot better. You’d be surprised how many people
didn’t -- didn’t want 1t, and 1t was free.

CHAIR BRACKPOOL: Why would they want 1t? They
woulldn”t know what It was.

MR. WYATT: Well, exactly.

CHAIR BRACKPOOL: That’s the problem.

MR. WYATT: Exactly.

CHAIR BRACKPOOL: Yeah. Commissioner Harris?

COMMISSIONER HARRIS: One thing, that we’re iIn such
an IT world now with all the apps and everything. 1 just
figured them out myself. But I would guess that of your target
audience, these newer people coming in, probably 80 or 90
percent of them have a handheld device. |If you could devise
something without having to spend a whole lot on some kind of
an app that would have Friday night racing on it, or just the

program or something --
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CHAIR BRACKPOOL: Well --

MS. GREALISH: Well, we’re working on phase two of
our app right now, and I can add a beginner’s guide. That
would be very simple to do.

COMMISSIONER HARRIS: Yeah.

CHAIR BRACKPOOL: 1 think -- 1 think that would be
terrific. But, again, you have to know to ask for it right
now .

MS. GREALISH: Right.

CHAIR BRACKPOOL: And 1 think what we’re saying is
we’ve got to change the mindset of asking for it as to being
offered i1t.

MS. GREALISH: Totally.

CHAIR BRACKPOOL: And, you know, whether it’s gloves,
Commissioner Moss, or something that 1 might consider more
attractive than gloves, I’m not quite sure what 1t 1S we use,
but there are a lot of -- there are a lot of mediums I think we
could use to --

COMMISSIONER MOSS: Maybe they wear a hat or
something like that. Yeah.

CHAIR BRACKPOOL: -- to get that message -- to get
that message across.

So 1f you could -- if you could really put some -- 1
don’t want to use today’s meeting, everybody’s time to have a

think session on 1t. But 1f you could come up with something.
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And 1 would just like -- 1 know you’ll have started the
meeting.

VICE CHAIR ISRAEL: Exactly.

CHAIR BRACKPOOL: 1 know you’ll have started the meet
by the time we have our next Board meeting, but 1 would really
like a presentation on it. Because let’s take the positive
that you’ve achieved with getting the crowd in, the positive of
the i1nvestment you’re making iIn getting the crowd in, but let’s
try and get it to have some handle sometime.

MS. GREALISH: 1 would suggest that we give away
beginner’s guide at the gate on Friday nights. Those are --
like Jerry has mentioned, we produce them at other tracks.

CHAIR BRACKPOOL: Yeah.

MS. GREALISH: They’re easily reproduced in time for
the meet. And that would at least be something to put in their
hands --

CHAIR BRACKPOOL: Yeah.

MS. GREALISH: -- when they got there.

COMMISSIONER HARRIS: So if you could, as part of the
process, too, figure out some way to evaluate or score what you
did, 1 mean, of the, you know, the focus groups or surveys or
something, the beginner’s guides that you gave out that 90
percent of the people thought that was the most important thing
they got all week or they didn’t even remember getting it or

some way to really quantify how you’re doing.
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MS. GREALISH: Okay.

CHAIR BRACKPOOL: Okay. I would --

VICE CHAIR ISRAEL: You have a couple thousand TV
sets. Use them.

CHAIR BRACKPOOL: Let’s not have the think session
now. But we got the point across and we’re there.

Two other, two other points: Jack Liebau stood up
and asked about racing dates, and we don’t have a two and fro
in public comment for obvious reasons. But let me just respond
to the -- to the racing dates because 1 think when you look at
all of the data and you listen to all of the arguments and you
read all of the various arguments that are out there at the
moment 1 continue to believe the full fields are our best
chance of recovery here. 1°m absolutely convinced that when
you look at the data -- you can listen to all of the other
arguments, but the full field statistics, when you look at the
handle, don”t lie. They’re -- they’re very powerful.

It’s my understanding, and 1 did check this with the
executive director on Friday when 1 received the email about
Santa Anita going back to five days, it’s my understanding that
the original application that was approved by the Board was for
the five days as the number of days. What we actually did was
gave them a waiver not to run the full -- the five days. So
now they’re coming back. 1t doesn’t need -- the advice given

to me by the executive director is that we don’t need an
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affirmative consent in order to allow them to do so.

Having said that, 1 am concerned that we won’t be
able to have full fields. And 1 did take a look at Thursdays
card, which was quite strong for a Thursday card. So you know,
perhaps, yeah, perhaps -- that’s the reason 1 took a look at
it. But perhaps, you know, that’s an anomaly.

I can tell you that over the next couple of weeks
that we will be looking very, very closely at whether these
fields are full and keeping a lot of pressure on them. So I
think that -- 1 think Mr. Liebau’s point is a valid point. It
IS something we’re going to be really keeping an eye on. And I
think as we start to look at the 2012 calendar and we all have
discussions about the 2012 calendar, 1 think we all need a much
greater priority focus on full fields, full fields, full
fields, what does i1t take, and get away from this traditional
you Ffill out the license application the way 1t’s always been
filled out and you apply for as many dates as you can and you
run as many races as you can. 1 just don’t think that’s the
way forward.

We’ve absolutely got to have the focus on the fuller
fields. And I think there’s a much bigger discussion that
takes place of, you know, Is there a premium prize money that
takes place with, you know, a field over a certain amount. |Is
it carried, does it stick. That’s for another discussion,

another day. 1It”’s not on the agenda here. But I just wanted
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you to know that we’re -- we’re supportive of that.

And 1 just -- finally, before 1 ask any other
Commissioners, | wanted to ask one very important question of
Hollywood Park here. At a meeting we had last year, and 1
can’t recall whether | recall whether 1t was our March or April
Board meeting, but it was the one that we held at the Arcadia
City Hall, we had several representatives of ownership of
Hollywood Park there. And this Board was very eager to find
out how long they would be prepared to commit to stay in
racing. And we were told we’ll tell you the day we’re closing
down, so get back in your box. So i1t was a fairly abrupt
exchange of views as to how that worked.

I’m reading here in the marketing report that you
gave me which says, and 1’1l just read the sentence, “If we are
given assurances of future dates further long-term improvements
will be undertaken as Cunningham Group,” the design group
you’ve engaged, “has been engaged to extend their services to
fulftill a phase two facelift should future dates be
ascertained.”

And 1°m, frankly, confused. Because 1 thought what
we were trying to do last year was to ascertain whether
Hollywood Park was prepared to commit more capital to stay iIn
the business for a longer period of time and whether,
therefore, that should form part of our race date analysis. So

I see Mr. Liebau has reappeared at the podium, eager to engage
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now we’re no longer on 1tem number two. And so --

VICE CHAIR ISRAEL: Much to the relief of Mr. Wyatt.

CHAIR BRACKPOOL: And so have at 1t, Mr. Liebau.

MR. LIEBAU: Frankly, my conscious would bother me if
I didn’t get up here and let my management team up there try to
answer those questions.

VICE CHAIR ISRAEL: Breaking news.

MR. LIEBAU: Pardon me?

VICE CHAIR ISRAEL: There’s breaking news.

CHAIR BRACKPOOL: All right. Come on. Come on.

MR. LIEBAU: We are undertaking certain improvements
that hopefully will be done for -- for this meet. And this is
sort of phase one. We think that it”’s incumbent upon us to
continue to make investments in our plan, the investments for
this meet, assuming they get done, and then 1 can somehow deal
with the interior decorator, which I find difficulty, both in
my own home and at the race track because they have ideas that
are --

CHAIR BRACKPOOL: Cost money.

MR. LIEBAU: Well, not only that, but sometimes I
don’t even like them.

In any event, what -- what we’re doing is the -- the
Gold Cup Room up there is being completely refurbished, and
that is our prime area for groups. 1 think that if it turns

out half as well as 1 think 1t is I think that everybody will
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be pleased with it and realize a lot of thought and money has
gone into that.

We have also recently bought out our food and
beverage concessionaire. And 1T our sales subsequent to that
are of any indication our food has improved substantially. And
that was not a minor investment.

We are also, as part of this first phase that
hopefully will be done for the opening of our meet, the food
court is being redone downstairs. That is something that I
think §s important because 1 think at times tracks, and 1’ve
been guilty of this, seems to do more in their turf club than
they do down in the area where the real people are. And we are
also doing over the foyer or entrance to the -- to the Turf
Club when you go up that elevator. All of those are somewhat
major expenditures.

This Cunningham Group, which 1s a specialist, and not
only as an architectural firm but doing over casinos to make
them more user friendly and to improve their appearance, has
been engaged to do a phase two as to what we could do to
improve our facility. That has not been completed yet because
we’re scampering to get everything done by the time we open our
meet.

So the answer i1s, yes, | think that all tracks at
times find themselves in a position where they have to come

before the Board and apologize for something somebody else did.
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I’m not alone in that. And 1 think that what happened at that
meeting that you referred to in April was -- was unfortunate.
And 1 know that you have mentioned, Mr. Brackpool, at times to
have a meeting with Mr. Fancher. And he is more than willing
to meet with you at your convenience.

So, yes, we have always as a management team been
told to run Bay Meadow -- Hollywood Park on -- on the basis
that 1t’s -- racing iIs going to be there indefinitely, and
that’s our chore. And I think that that’s amply demonstrated
by the -- the entertainment that we are bringing to the
facility. And if we were a lame duck, believe me, we would not
have Snoop Dogg there on Friday.

CHAIR BRACKPOOL: Well, I don”t know. Because you --

you know, you certainly make a return on the investment at this

stage.

MR. LIEBAU: A small one.

CHAIR BRACKPOOL: And it may not be --

MR. LIEBAU: A small one.

CHAIR BRACKPOOL: It may or may not be an adequate
return. 1 would proffer that it’s probably better than trying

to build town homes there right now. But it certainly, you
know, may or may not be an adequate return. And I think what
you’re doing in the short term are improvements, 1’m sure, that
in internal discussions you could justify the short-term

earnings from those operations would justify the short-term
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investments, and that’s good.

What I°m more interested --

MR. LIEBAU: I°m not sure 1 could do that, but --

CHAIR BRACKPOOL: What I1°m more interested in, as |
say, the paragraph that was contained in the -- iIn the
marketing report that said if we got assurance we would do.

So 1 guess where I’m leaving this at the moment is
that when we all collectively have our conversations over the
next month or two about possible, you know, calendars for 2012
I’m hearing you say we may consider investing a serious amount
of money into the facility and bringing i1t up to be a first
class entertainment venue again 1t we were assured of more
dates. And 1 think what this Board was saying back in April is
the Board would certainly entertain that if the investment was
made on the other side.

MR. LIEBAU: Well, I think we’re -- we’re looking for

a redo of the meeting that you had in April that you referred

to and --
CHAIR BRACKPOOL: Good. We look forward to --
COMMISSIONER ROSENBERG: 1 have a question.
CHAIR BRACKPOOL: We look -- we look forward to that.
Commissioner Rosenberg.
COMMISSIONER ROSENBERG: Would you clarify for me --
clarify for me whether or not -- you made the statement that

your management or the owners of the property have given
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instructions to race indefinitely. Does that mean indefinitely
until they change their minds? Because I -- | —- my
understanding is --

MR. LIEBAU: No. No. No.

COMMISSIONER ROSENBERG: -- the commitment, what --
what legal commitment have you made or binding commitment have
you made on behalf of the owners of the track to stay open
through 2012, if any?

MR. LIEBAU: I don’t -- 1 don’t think that we have,
Mr. Rosenberg. 1 think that what I said was that as a
management team we have been told to run the track on the basis
that racing will be there indefinitely. And as Mr. Brackpool
brought up about the return on investment, that return on
investment could be substantially increased by operating the
track as a lame duck, and we are not doing that.

CHAIR BRACKPOOL: Well, 1t could be, assuming this
Board allowed you to continue to run if you were operating as a
lame duck, which 1 think 1s a big leap.

MR. LIEBAU: No. 1 understand that. But I°m -- I°m
not too sure. 1 think —-

CHAIR BRACKPOOL: So Commissioner Rosenberg has a
follow-up question. So maybe he’ll -- go ahead.

COMMISSIONER ROSENBERG: 1 just want a clarification
of what you said. So in other words, am I correct in saying

that there’s been no commitment on behalf of the ownership of
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the track to operate in 20127

MR. LIEBAU: 1 have expressed to the -- to the
ownership of Hollywood Park that the chances of getting 2012
dates are in doubt. And 1 think that that’s a falr statement.

CHAIR BRACKPOOL: That i1s a fair statement.

MR. LIEBAU: So I think, you know --

CHAIR BRACKPOOL: So to clarify, let me see if | can
have you answer the question that Commissioner Rosenberg is
asking.

At this state you’re not committed to running there,
but you would entertain a discussion that had a mutual set of
conditions?

MR. LIEBAU: Absolutely.

CHAIR BRACKPOOL: Does that answer the question?

COMMISSIONER ROSENBERG: Well, I°m not sure that was
correct.

CHAIR BRACKPOOL: Well, the --

COMMISSIONER ROSENBERG: Are you saying that -- are
you saying that --

CHAIR BRACKPOOL: There is no --

COMMISSIONER ROSENBERG: -- Jack wouldn’t
entertain —-

CHAIR BRACKPOOL: -- no commitment at this stage.

COMMISSIONER ROSENBERG: Would Jack entertain those

discussions or would his management --
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CHAIR BRACKPOOL: He’s saying the management.

COMMISSIONER ROSENBERG: -- the owners?

CHAIR BRACKPOOL: 1 believe you’re saying the
management would entertain the discussion. It doesn’t mean
they agree to it.

MR. LIEBAU: The ownership would.

CHAIR BRACKPOOL: The ownership would.

MR. LIEBAU: Management; we -- we just run the track.

CHAIR BRACKPOOL: He’s saying the ownership would
entertain and wishes to have the discussions, and then we’ll
see where the discussions go. That’s what I’m hearing you say.

MR. LIEBAU: Absolutely.

CHAIR BRACKPOOL: And I don”’t want to put words in
your mouth.

MR. LIEBAU: No.

VICE CHAIR ISRAEL: Let me say --

MR. LIEBAU: You’re saying it better than 1,
apparently.

VICE CHAIR ISRAEL: 1 have a fair -- when you told
them that the 2012 dates were in doubt what did they say,
Fancher or whomever you spoke to?

MR. LIEBAU: 1 think that they were concerned and are
interested i1n continuing do operate the track subject to
certain mutual agreements that could be worked out between the

Horse Racing Board and Hollywood Park.
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VICE CHAIR ISRAEL: And would one of those agreements
be they shut it down on six months” notice, which is what
they’ve always said in the past?

MR. LIEBAU: 1 think that that’s always been a
standing thing, yeah. Nobody’s asked --

COMMISSIONER ROSENBERG: In fact --

MR. LIEBAU: -- for more. 1 don’t know what -- you
know, 1 would assume that if we had a discussion with respect
to 2012 dates that it would be all encompassing and would
include many factors.

COMMISSIONER ROSENBERG: Jack, the reason | was so
concerned 1s | was reading the backup to the material and the
Stockbridge Financial statements on page -- item three, page
102 says that there were several levels for Stockbridge to
reach before they got to a certain point they called a trigger
event, which was the final thing was certain approvals. And
they say they’ve reached that trigger event. So there’s no
further conditions on going forward --

MR. LIEBAU: No. There’s -- there is a --

COMMISSIONER ROSENBERG: -- except for a decision on
their part.

MR. LIEBAU: With -- with respect to the actual
zoning or entitlements of the facility, they have all been
secured. And there is a development agreement in place that, 1

think, allows for the development of that property in
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accordance with the granted entitlements for some -- up to, |1
think 20 years. | mean, that’s the usual provisions in
development agreements these days.

COMMISSIONER ROSENBERG: But without getting too
technical, 1t goes on to say that because of that trigger event
happening they reduce the depreciable term from five years to
three years, enabling to, you know, increase a more rapid
depreciation. Which means that In order to do that they have
to be convinced they’ve not going to be around for more than
three years. So the indefinite statement confusing me.

MR. LIEBAU: Well, I think, Mr. Rosenberg, that a
taxpayer always wants to justify a faster depreciable life on
their facilities.

CHAIR BRACKPOOL: Commissioner Harris.

COMMISSIONER HARRIS: 1°m not sure the in doubt
part -- are you saying that you’re in doubt that you might not
want to race in “12?

MR. LIEBAU: No. No. 1[I’m not saying that. 1°m not
saying that at all. 1 -- what 1°m saying i1s that I’m getting
vices that the Horse Racing Board has doubts about allocating
us dates in 2012. And if -- if I’m wrong about that then
I’m —- then 1°m elated.

CHAIR BRACKPOOL: Well, I want to let Commissioner
Israel ask his question, and then 1711 ask one.

VICE CHAIR ISRAEL: Jack, as you know --
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CHAIR BRACKPOOL: No. John first. John had a
follow-up question.

COMMISSIONER HARRIS: Just to follow up on mine,
because I don’t see it that way. Maybe I would see i1t that way
if the 1ssue was you had a mirror image of some previous year’s
dates. But it seems to me clearly Hollywood Park would be
available to get some dates In “12. But I think that
conversely, the Board would want some assurance there was
continuity there. So it’s kind of --

MR. LIEBAU: Well, that’s what --

COMMISSIONER HARRIS: -- you know --

MR. LIEBAU: That’s where -- what -- 1 think that
there”s going to be discussions that are going to ensue about
that. And one of those discussions are the magnitude of the
investment that would be undertaken to assure that. There’s
been other things proposed that there would be a commitment for
so many years. And if the commitment was not honored there
would be some sort of penalty. So I mean, 1 --

VICE CHAIR ISRAEL: That’s where 1 was going to go,
Jack.

MR. LIEBAU: Yeah.

VICE CHAIR ISRAEL: I mean, we’ve said on occasion
before 1t’s our goal to stop doing these annual calendar dances
and find a way to have a calendar certain fives years out,

maybe ten years out. So business plans can be made iIn five or
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ten year cycles with a sensible range of expenditures that
build to something. If we were to do that, if we were to form
a committee and establish a five-year calendar we would need to
have a commitment In writing with penalties that Hollywood Park
would be a part of the -- of the iIndustry for the entire five-
year period, otherwise the plans fall apart and everybody’s
business plan craters.

So in the face of what the representative from

Wilson, Meany, Sullivan, and I can’t remember if It was --

MR. LIEBAU: 1 --

VICE CHAIR ISRAEL: -- Wilson, Meany or Sullivan --
MR. LIEBAU: 1’ve said that we’ve tried --

VICE CHAIR ISRAEL: -- said --

MR. LIEBAU: -- to put that behind us, as has Santa

Anita with respect to some discussions that have been

brought -- have been made before this Board by Mr. Stronach.
VICE CHAIR ISRAEL: All right. All right. Wwell —-
MR. LIEBAU: So I’m just asking for the same -- you

know, making the same apology that --

VICE CHAIR ISRAEL: 1 know. All right.
MR. LIEBAU: -- Mr. Daruty --

CHAIR BRACKPOOL: 1 think the --

MR. LIEBAU: -- made here last meeting.

VICE CHAIR ISRAEL: But we need to know -- well,

we” 1l need some assurances, and with financial penalties --
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MR. LIEBAU: Well --

VICE CHAIR ISRAEL: -- attendant that --
MR. LIEBAU: -- 1 think that --
VICE CHAIR ISRAEL: -- that 1f we do a five-year pla

you’re going to adhere to the five-year plan.

CHAIR BRACKPOOL: Let me just -- let me just say her
that 1 have had some conversations with Jack over the past
couple of months where I think he is aware that they would hav
to be mutual. | think Jackie is also aware of the damage that
was caused by somebody saying we’re only going to give you SiXx
months notice; right? So, yes, let’s put that behind us to on
extent. But it’s also what’s driving this Board’s concern
about getting some mutually acceptable conditions.

But just to summarize, because | think everybody has
pretty much asked the same question here based on this
paragraph, you know, what we’re hearing you say is you’re
definitely going to run the calendar this year, for 2011,
that’s been -- that’s been given. And when we start the 2012
conversations, right, just so that we’re perfectly clear, you
understand that this Board is -- in trying to read between the
lines of what everybody is saying, | don’t see this Board just
continuing to hand out short-term dates with no conditions
back. That is the conversations that we’re going to have over
the coming weeks and months. And as this calendar is put

together that is something that will be taken into
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consideration.

MR. LIEBAU: 1 think that’s correct. 1 mean, and --

CHAIR BRACKPOOL: Good.

MR. LIEBAU: -- we --

CHAIR BRACKPOOL: Then let’s end 1t there. Then --

MR. LIEBAU: Let’s --

CHAIR BRACKPOOL: If it’s correct let’s end it there

MR. LIEBAU: Somebody make the motion and we’ll get
out of here.

VICE CHAIR ISRAEL: Before we do, there’s
housekeeping.

MR. LIEBAU: As one client used to tell me, when you
make the sale get the hell out.

VICE CHAIR ISRAEL: Wait. Wait. Wait. | have to
say -- | have to say something on behalf of -- of our
transcriber, he needs to know your names.

MR. LIEBAU: Jack Liebau, L-i-e-b-a-u.

VICE CHAIR ISRAEL: Okay.

CHAIR BRACKPOOL: And over here.

MR. WYATT: Eual Wyatt, E-u-a-1 W-y-a-t-t.

MS. GREALISH: Dyan Grealish, D-y-a-n
G-r-e-a-1-1-s-h.

VICE CHAIR ISRAEL: Thank you.

CHAIR BRACKPOOL: Thank you.

CHAIR BRACKPOOL: Thank you. If -- go ahead,
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Commissioner Derek.

COMMISSIONER DEREK: Yes. 1 have one question for
Dyan.

In a conversation last week you mentioned there might
be a possibility of a low takeout wager --

MS. GREALISH: Uh-huh.

COMMISSIONER DEREK: -- at the meet. Is that still a
possibility?

CHAIR BRACKPOOL: That --

MR. LIEBAU: 1 --

CHAIR BRACKPOOL: That --

MR. LIEBAU: I think 1711 -- 1f I could answer that,
that is -- that is, what do we say, controversial --

COMMISSIONER DEREK: Yes.

MR. LIEBAU: -- inflammatory issue.

COMMISSIONER DEREK: 1Is 1t?

MR. LIEBAU: Hollywood Park believes that if we had a
low takeout bet, such as a Pick 5 with a low takeout that would
be on the first race, that that would entice people to come and
look at that bet. And as they lost from the first race on that
they might be more inclined to bet on it, and it would be bring
people to -- to our card, especially out of state. We are iIn
discussions with the TOC --

COMMISSIONER DEREK: Okay.

MR. LIEBAU: -- regarding that. And we would hope
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that 1t might be brought before you at the next meeting because
it has to be approved by the Board. And such being the case we
would not be able to start out with it. But we -- If It was --
iT everybody was convinced that i1t was a good idea, meaning the
Board and TOC, it would be introduced shortly after your next
meeting.

CHAIR BRACKPOOL: Thank you.

COMMISSIONER DEREK: Thank you.

CHAIR BRACKPOOL: If there are no other questions at
the moment let me let the public speaker -- don”t go until
we’ve done that -- John Bucalo, with his traditional preprinted
speaker card.

MR. BUCALO: 1°m getting a lot of interest out of
that.

John Bucalo from Barona Casino Off-Track Betting. 1
have two comments on Hollywood Park, and the first one is
representing Barona Casino.

When we go -- when they go to four days a week
we’ve -- we’ve opted to stay open. A lot of our guests want to
play racing. And we want to keep them interested in it, rather
than it go by the wayside. And although we’re not making a
huge amount if any, i1t’s a minus for us, actually we -- I think
last Wednesday we made $300 in revenue, and that puts us in the
minus, however, we do want to retain our guests’ interest in

horse racing. And we’re going to stay committed to staying
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open as long as we can, although we have an option to stay
closed and some places are closing.

And 1 -- what my request is if —- if Hollywood Park
IS not going to race on four days let’s give us all the races
we can. At least 1t will help us -- and the guests want them,
by the way. Let them start betting earlier. And with no night
racing on Wednesdays let’s try to offer them 32, at least 32,
which i1s, | believe the maximum we can. But maybe we can get
legislation changed because that needs to be changed. If we’re
going to stay strong, our off-track betting, we really need the
help In getting more races. And I will talk to Mr. Breed about
that. 1 have something to talk to him about, as well.

And the second comment is my own. These concerts at
Hollywood Park, and this is only my opinion, and 1 -- listening
to the Board 1 believe that 1 agree with what you have said
about that -- 1t’s been very successful from what I see. How
are you going to attract those young people up to the windows
and -- and get them to want to learn to play?

Well, if you’re charging $20 or $21 for each ticket
for the concert and they can go up and drink the $1.00 beers
and eat the $1.00 hot dogs it’s a very expensive night venue
for them. Why not give them three vouchers for $3.00 each
starting at the third race, the six race, and the ninth race,
and allow them to play? Introduce them to -- to the betting

windows. By god, if one of them hits a trifecta for $2,500 or
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so they can’t wait to get back, just like everybody got
started. And 1 think that might be something that should be
considered.

CHAIR BRACKPOOL: 1 think that’s all part --

MR. BUCALO: And 1 thank you for the time.

CHAIR BRACKPOOL: -- of what we said. Thank you.

MR. BUCALO: Thank you.

CHAIR BRACKPOOL: That’s an excellent idea. Do we --
do we have any other comments?

I gather, Jackie, that even though the staff report
had stated we still needed certain information --

MS. WAGNER: We”ve received them.

CHAIR BRACKPOOL: -- we -- we have no received all of
the missing items, the horsemen’s agreement, the -- the CTT,
etcetera?

MS. WAGNER: That’s correct.

CHAIR BRACKPOOL: Perfect. Then with that and with
the great expectation of hearing this presentation about the --
whatever the ambassador program is going to be called 1n April
and a set of gloves, I would like to -- 1’11 make the motion
to -- to approve. Do I have a second?

COMMISSIONER MOSS: Second.

CHAIR BRACKPOOL: Commissioner Moss second. All 1in
favor?

ALL COMMISSIONERS: Aye.
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CHAIR BRACKPOOL: Motion approved. Thank you. Have
a good meet.

Item number four, discussion and action by the Board
on the application for license to operate a minisatellite
wagering facility of the California Commerce Club for a period
of up to but not exceeding two years.

Who do we have from the California Commerce Club?
Well -- oh, we don’t?

VICE CHAIR ISRAEL: Rod’s here.

CHAIR BRACKPOOL: Good. Jackie, do you have
something to say to us on this?

MS. WAGNER: Yes. I will just introduce this as the
application for the California Commerce Club. They have filed
their application to operate as the minisatellite wagering
facility. It is currently licensed through April the 24th.
The California Commerce Club was the first minisatellite to
come online. The -- we’ve heard several reports from the
representative as to the success of this club. It 1s located
in the southern zone. They have received the consent from the
facilities that are located within 20 miles of the facility.
Their seating capacity -- we’re talking about the main area
that i1s currently represented In the application -- 1s 54 in
the main, 64 iIn the patio. And they will be running, 1 believe
opening 11 o’clock in the morning and running through 9 o’clock

in the evening. The --
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CHAIR BRACKPOOL: All right. We’ve -- we’ve read all
this.

MS. WAGNER: Okay.

CHAIR BRACKPOOL: But -- but let me ask you the --
the point here. They currently have an agreement.

MS. WAGNER: That’s correct.

CHAIR BRACKPOOL: It has been successful.

MS. WAGNER: Yes.

CHAIR BRACKPOOL: At the last Board meeting Mr.
Blonien sat in front of us and said we’d like to expand this
facility, what do you all think. And we said that’s not really
an action i1tem and come back to us.

So are you now coming back to us saying, well, we
decided we would expand the facility, so the facility is open,
it’s —- to -- to an average better it will transparent, nothing
will have changed, i1t’s just there’s an extra room? Why are we
doing this? That’s what 1 think you need to explain to the
Board.

MS. WAGNER: We’re going this because the current --
the current license at the Commerce Club is for a two-year
term. That two-year term is expiring. So we need to renew
their application --

CHAIR BRACKPOOL: Right.

MS. WAGNER: -- for the current facility. That’s

what this application i1s for.
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The applicant is going to be submitting a subsequent
application addressing the expansion. And we anticipate that
coming probably within the next --

CHAIR BRACKPOOL: So at this stage --

MS. WAGNER: -- 30 days.

CHAIR BRACKPOOL: -- this is just a continuation --

MS. WAGNER: Of the --

CHAIR BRACKPOOL: -- of 1t’s existing --

MS. WAGNER: OFf the current operation.

CHAIR BRACKPOOL: -- license?

MS. WAGNER: That’s correct.

CHAIR BRACKPOOL: So with that do we have any
comments from any of the Commissioners? Can | see a motion?

VICE CHAIR ISRAEL: Moved.

COMMISSIONER ROSENBERG: Second.

CHAIR BRACKPOOL: Commissioner Israel motions to
approve. Commissioner Rosenberg seconds. All in favor?

ALL COMMISSIONERS: Aye.

CHAIR BRACKPOOL: Moving on. Thank you.

VICE CHAIR ISRAEL: Great job, Rod.

COMMISSIONER MOSS: Could we just hear a review of
their business and see how they’re doing?

CHAIR BRACKPOOL: Oh, absolutely.

VICE CHAIR ISRAEL: Rod?

CHAIR BRACKPOOL: That was what we -- we had a little
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of the last meeting --

COMMISSIONER MOSS: Oh, 1 see.

CHAIR BRACKPOOL: --Jderry --

COMMISSIONER MOSS: All right. 1°m sorry.

CHAIR BRACKPOOL: -- when you weren’t here.

COMMISSIONER MOSS: Okay.

CHAIR BRACKPOOL: But, Rod, seriously, Commissioner
Moss was unfortunately absent for the last meeting when we
discussed this, but --

MR. BLONIEN: Yeah.

CHAIR BRACKPOOL: -- why don’t you just --

COMMISSIONER MOSS: Sorry. 1 --

MR. BLONIEN: That’s all right.

COMMISSIONER ROSENBERG: -- regret my absence and --
MR. BLONIEN: Commissioner Moss, | believe they’re
doing 1In excess of -- an average of 80,000 a day. And the

business we have can not adequately be served with the rooms
that we have, and causing people to spread out at different
places with their Daily Racing Form trying to handicap races.
Some people leave and are upset that they can’t get room. And
so it’s our thought that we either need to expand or somehow
tell people --

COMMISSIONER MOSS: Right.

MR. BLONIEN: -- not to come, and we don’t want to do

that.
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And so the i1dea 1s there’s an adjacent building, and
we’re going to spend something north of $1 million to make
improvements to that building. And what 1 was seeking was some
sort of encouragement from this Board to go ahead, because we
don’t want to spend the money and then come here and have
someone say, oh, what a stupid idea that 1is.

COMMISSIONER MOSS: Right.

MR. BLONIEN: And so I think we got the encouragement
from the last meeting, and we have architects working as |
speak. And 1°ve had numerous meetings and conference calls
with the industry and we’re close to reaching an agreement that
will allow that to happen.

COMMISSIONER MOSS: Yeah. 1°m just curious.
Obviously, this business is a blazing success. And I’m
wondering how it reflects with our other business, the
fairgrounds business and how some of those sites are doing, you
know, and basically understanding that these satellites, when
managed properly, can be fantastic for the industry, and what
are we doing to promote more of these and to reflect this
success, as opposed to the existing fairgrounds business and
see how they’re doing, and a study should be made about it
because we need to expand this business. And thank you for
just letting us know how successful --

MR. BLONIEN: My pleasure.

COMMISSIONER MOSS: -- 1t can be.

Ehlert Business Group

(916) 851-5976
47




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. BLONIEN: Thank you.

COMMISSIONER MOSS: Thank you.

CHAIR BRACKPOOL: Thank you. Item number five,
discussion and action by the Board regarding an update from San
Luis Rey Downs concerning the subsidy from SCOTWINC stabling
and vanning fund.

And, well, I guess we have -- 1 wasn’t actually going
to ask you all to come up right now. But anyway, take -- take
a seat. Take a seat. Take a seat.

Do we have somebody -- Brian, are you going to
represent SCOTWINC in this discussion? Who i1s going to

represent SCOTWINC in this discussion? Then why don’t you

please just take -- take a seat up here.
Perhaps -- at the end of the last meeting when we had
this -- when we had this debate the resolution of this Board

was to ask Commissioner Rosenberg to take the lead and at least
convene a couple of meetings. 1 have closely -- followed
closely the email trail that Commissioner Rosenberg has copied
me on over the last month. And, obviously, you all have been
very familiar with that email trail between you.

But would you like to briefly summarize, Richard,
where --

COMMISSIONER ROSENBERG: Well, just to briefly
summarize the status of things, 1 believe each party will want

to speak. There was a meeting finally called for last
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Thursday, last -- Thursday of last week that 1 was asked to
attend between the parties, a teleconference for many of them.
And 1 heard it was going to be a settlement conference because
there had been prior meetings. |1 assumed there was going to be
an offer made. And it turned out that 1t was basically a two-
and-a-half hour discussion where each side was giving their
reasons why they could not pay the money or that they -- or San
Luis Rey Downs was not entitled to the money and there was no
money versus the position of the San Luis Rey Downs” people.
And no offer was made, which I thought was strange.

So the meeting ended on Thursday afternoon. And a
letter was delivered to, which I received a copy of, to the
Downs” people on Friday with -- with an offer, which they can
explain. And 1 don’t know where it stands, other than -- oh,
and | saw an offer -- a letter back from San Luis Rey Downs on
Saturday, 1 think 1t was, or the same day, Friday, basically
rejecting that offer and making a counteroffer or renewing a
counteroffer, which 1 wasn’t even aware of the original
counteroffer.

So that’s where things stand. It took a long -- but
the bottom line is there was no action until last Thursday.

CHAIR BRACKPOOL: 1It’s strange how the --

COMMISSIONER ROSENBERG: And there was no action on
last Thursday, either, until the end -- after the meeting

ended.
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CHAIR BRACKPOOL: -- the pending date of a Board
meeting always seems to result in a flurry of activity between
parties. It must be a coincidence.

So at this stage Commissioner Harris has a couple of
points that I want to get into. And Commissioner Rosenberg has
a question, as well.

But at this stage iIn terms of a negotiation then I
suppose 1t’s fair to say there has been an offer and there has
been a counter to that offer, and at the moment you haven’t
said that’s it, we’re not longer talking, so there is an
ongoing negotiation, not one that at this stage -- 1I’m not —- |
am sort of trying to put words in your mouth but not
completely, but not one that -- that either of you find
acceptable, you know, that you, SCOTWINC, that -- sorry, that
San Luis Rey Downs do not necessarily find acceptable at this
stage.

But 1 think what would be good just for the audience
benefit 1s that the -- the offer that was made was to
compensate trainers at San Luis Rey Down on a per-start basis,
and that the response came back that that wasn’t what they were
looking for. They were looking for a per-horse basis. And --

COMMISSIONER ROSENBERG: Well, no. At -- at --

CHAIR BRACKPOOL: Per -- per horse in training.

COMMISSIONER ROSENBERG: Why don’t you explain. Why

don’t you explain these facts, one of them.
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CHAIR BRACKPOOL: So -- hold on a second. So why
don’t we have -- maybe let’s have SCOTWINC, because they made
the -- made -- made the offer, just briefly discuss -- briefly
discuss why and what, and then just have San Luils respond to
it.

MR. BOUDREAU: First of all 1 want to -- my name 1is
Brian Boudreau, the vice chair of the Thoroughbred Owners of
California.

First 1 wanted to say that what we gave to San Luis
Rey or the offer we made isn’t particularly an offer made to
San Luis Rey as to any approved facility that isn’t being
subsidized. So if people were training horses and the Fairplex
wanted to open up to do it they would get the same subsidy. It
would have a fairness issue. Because there was -- and 1°m
still not sure that Fairplex Is even happy with this because
they were very upset, looking at the numbers, that they didn’t
believe the economics were there to add any money anywhere, and
believed that that was why they stepped out of the picture.

So what we’ve done i1s a generic thing. Any facility,
if 1t’s a farm that ends up with training times and the CHRB
wants to approve them as and approved CHRB facility, we would
give the same subsidy, which is $600 per start from the
SCOTWINC fund. That’s what we’ve offered.

Secondly, it was a stretch to get everybody there.

CHAIR BRACKPOOL: And then just -- just there -- how
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many approved facilities do we have right now outside of race

tracks?

EXECUTIVE DIRECTOR BREED: Only two.

CHAIR BRACKPOOL: Which?

MR. BOUDREAU: Two.

CHAIR BRACKPOOL: Just Fairplex and San Luis Rey
Downs.

EXECUTIVE DIRECTOR BREED: San Luis Rey Downs.

MR. BOUDREAU: And Fairplex.

CHAIR BRACKPOOL: Thank you.

COMMISSIONER HARRIS: Well, you’ve got to have
security, so i1t would be very difficult --

CHAIR BRACKPOOL: Right.

COMMISSIONER HARRIS: -- for a farm —-

CHAIR BRACKPOOL: Okay.

COMMISSIONER HARRIS: -- because they would have --

MR. BOUDREAU: 1It’s —- it’s --

VICE CHAIR ISRAEL: That’s why 1t’s at Fairplex
because that’s where they have tracks.

MR. BOUDREAU: Right. Secondly, that also left the
option for trainers to make a choice of where they wanted to be
instead of forcing a trainer to end up at San Luis Rey or
somewhere else.

Secondly, it does cost more for us. | think the

shipping is below $200 -- 1°m trying to get the exact figure --
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between Santa Anita and Hollywood Park. It’s less than that,
like $100, between Fairplex and Santa Anita or Hollywood Park.
We already subsidized $320 for a horse that comes from San Luis
Rey, which i1s a significant difference based on i1ts location.
So what we tried to do is come up with something that would be
fair. There i1s question as to whether it’s allowed under the
statute to do it this way. It is certainly allowed in the
north. 1t’s left blank to this issue in the south. But as I
understand it’s been done and approved before to allow it. And
if 1t did take some type of legislative change we would
certainly support it to get it done.

The -- the next thing we believe i1t does is that
should Hollywood Park change or go away we don’t have to re-
change the rule or the legislation. It allows those horses to
disburse by trainers to where they want to go, whether i1t’s
Fairplex or San Luis Rey, and they’re equal, so we don’t have
to go through this every single time. That was some of the
thinking behind i1t. It required getting everybody onboard, and
it also required the existing race tracks and debtors that we
owe money to right now to agree to postpone the repayment of
some of their debt.

The difference between our offer and -- and what has
been requested is the difference between $200,000 a year and
$1.8 million a year —- $1.08 million a year. And frankly, we

don’t have the funds to support anything like that. If you
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take 200 horses at $15.00 a day it’s $1.08 million. |If you do
our scenario it’s about $200,000.

The other point is we are not making the
reimbursement to the facility. We’re making it to the owner.
In order that the owner’s compensated he’d have to run a horse
four times a year to be fully compensated to cover the $7.00 to
$10.00 a day that’s charged at one of those facilities to him.
We are -- we don’t believe we have the ability to subsidize
those facilities In any other way.

And the last part of it is we can’t determine which
horses end up at our race tracks, or end up at a race track in
another state, or end up at Los Alamitos. By reimbursing a
starter fee based on a start at our race tracks to the owner we
know we’re compensating the person who brought the horse that’s
helping our purse structure.

Right now 1f you look at the statistics this year
from 12/26 when Santa Anita opened to 3/6, you have 62 starts
at Santa Anita from San Luis Rey horses through the -- through
the 6th of March. You have 20 that went to Los Alamitos. So
we feel supporting their facility would be one-third -- one-
quarter of the support would be for a race track that’s not
ours, and -- and that we don’t believe i1s right.

CHAIR BRACKPOOL: Okay. 1°m going to try and make

this brief because we’re not trying to rehash your entire

negotiations. So If we -- could be as
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MS. HOWARD: 1°d like to make a comment. 1Is that
okay?

CHAIR BRACKPOOL: I1°m looking at you. If you could
be as succinct in your comments, as well, i1t would be much

appreciated.

MS. HOWARD: Thank you. My name is Leigh Ann Howard.

I’m with San Luis Rey Downs. 1It’s L-e-i-g-h. 1 wanted to
point out, because 1 rarely ever hear this said here, 1
calculated the -- the last -- “06, “07, “08, “09. Each year
our horses have earned close to $3 million a year, and this is
only at Santa Anita, Hollywood Park and Pomona. We have never
run horses at Los Al when we were subsidized or when we were
funded, ever. And we control it very strongly.

Currently, 2010 -- 2010 we had approximately 230
heads stabled there. Our horses earned $2.288 million. We
made 791 starts. We had 31 percent of those starts in the
money. So I mean, we’re not looking at farm here. We’re
looking at an active, live race meet -- race -- we bring the
horses Into the race track and they -- they earn money iIn here
for this fund. This is what we’re trying to point out. We
don’t have horses that trail the fTield all the time.

CHAIR BRACKPOOL: Sir, 1f you could respond to the -

MR. CAREY: With -- excuse me. Kevin Carey, San Lui
Rey Downs. With respect to the settlement proffered by Mr.

Boudreau, 1°d just like to make a couple points.

S
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In reviewing the stabling fund law there doesn’t seem
to be any provision within the law to compensate an owner or a
trainer on a per-start basis. That’s number one.

Number two, the excuse that we have heard from day
one since trying to obtain part of the stabling fund is there
simply is no money left after paying the other facilities. And
it’s more economically feasible to keep Hollywood open when
it’s not running a meet and to keep Santa Anita when it’s not
running a meet -- a meet.

The problem we have iIs we’re operating In a complete
vacuum with respect to the financials that are the basis for
SCOTWINC making it’s expenditure decisions. We think that i1f
the law, the current law -- and -- and we all agree, 1 think,
that the law requires review and, most likely, a change to go
forward in an era where there’s decreasing horse populations at
all facilities. But under the current law we believe 1t’s —-
ifT 1t’s applied the way it’s supposed to be applied there will
be more than enough money to both -- to subsidize of to
allocate stabling fund to both Fairplex and to San Luis Rey
Downs. But we don’t know that. We don’t know where the money
IS going.

In the December meeting the Board asked Mr. Varela
who is sitting here, along with Mr. Lamothe, that they share
financial information with this. To this date we haven’t seen

anything. All we’ve been provided i1s an audit that was
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performed of the stabling fund by the Board in “07 and “08.
And guess what? That audit showed expenditures that were not
entitled under the law.

For example, there was a $587,000 expenditure in 2008
to improve the Fairplex facilities. And I’m sitting in the
audience today hearing that Mr. Liebau is contemplating
improving Hollywood Park. We don’t know whether the stabling
fund is going to be used for that improvement or not. We don’t
know whether the expenditures or the operating budget that are
reviewed by SCOTWINC in making their expenditure decisions are
really for incremental costs of offsite stall stabling.

So when a settlement proposal i1s being presented on
the assumption there’s no extra money to -- to come to San Luils
Rey, we don”’t know whether that’s legitimate or not. And this
Board has asked SCOTWINC to provide us with that financial
information and we still don’t have i1t.

We believe that if there is proper application of the
law there should be plenty of money to go around. And i1f the
Board would like we have data with respect to the number of
stalls that are available offsite that the offsite facilities
are asking for SCOTWINC funding versus the number of horses
that are stabled there. And iIn today’s horse environment with
populations being as low as they are the amount of dollars that
are being expended by SCOTWINC to the offsite facilities,

particularly Hollywood Park and Santa Anita, there’s just not
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justification that we can see.

So until we have transparency, until we can see where
the monies are going to, 1 don’t think 1t’s fair to -- to
submit any settlement proposal to us, particularly on the basis
of a per-start basis for which there’s no provision to under
the law.

VICE CHAIR ISRAEL: Can I --

CHAIR BRACKPOOL: Just a couple of -- couple of
things. Commissioner Rosenberg first.

COMMISSIONER ROSENBERG: Well, I think that you’ve --
that where you’re headed is -- i1s not a good direction.

Because to go back and try and argue that the -- the fund was
used in the past. In fact, it was in 2009 the Board -- the
CHRB staff audited the -- for 2009, I think, “07 and “08 --

MR. CAREY: <07 and “08.

COMMISSIONER ROSENBERG: -- and they came up with --
yeah, there were a number of expenditures that were not
technically within the statute. That’s not going to go
anywhere because this -- 1 think to work this out 1t has to be
a practical solution.

And the problem -- the thing I -- the problem 1 have
IS, as to what’s fair here, i1s | believe the equities are on
the side of San Luis Rey Downs for two reasons. One, because
we don’t know what’s going to happen when Hollywood Park

closes. And I would hate to see the -- the facility go under

Ehlert Business Group

(916) 851-5976
58




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

and not be available 1T 1t was needed. Number two, they have
been paying all this -- the owners and -- the owners have been
paying all this money. Money that they would have earned in
purses had to be taken out to be put into the fund, and that
money has gone to Hollywood Park and Santa Anita.

So my question there is: Who can better afford this?
We don”t know the profitability of the individual race tracks
performance in each meeting. And I’m troubled by the fact that
iT this place closes you’re reimbursing Hollywood when Santa
Anita is raising 17,700 a day. And Mr. Liebau did furnish
backup to show those are legitimate expenses to keep the whole
facility open. But ultimately I don’t think we should discuss
the legal issues at this point.

MR. BOUDREAU: Can | address the practicality of
this?

CHAIR BRACKPOOL: Well, one second. One second. One
second.

VICE CHAIR ISRAEL: Can 1 follow up on --

CHAIR BRACKPOOL: Yeah. Commissioner Israel, and
then we’ll --

VICE CHAIR ISRAEL: I want to try and understand this
as a business proposition, which seems to me to be problematic.
First of all, there’s no demand. There are plenty of stalls at
Hollywood Park and at Santa Anita to service the entire horse

population. Okay. So in the absence of demand a business is
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going to be stifled.

When you leased the property from MID, how many years
ago was that?

MR. CAREY: In 2000.

VICE CHAIR ISRAEL: 20007?

MR. CAREY: 2010, March 15th.

VICE CHAIR ISRAEL: 2010. Okay. Did you have any
conversation with your -- with your customers to see i1f they
were interested in sustaining the business?

MR. CAREY: Yes. Absolutely. And --

VICE CHAIR ISRAEL: And did -- did you talk to
SCOTWINC, which is your principal -- well, that’s your only
customer?

MS. ROSIER: No. Our customer at the time was the
trainers.

VICE CHAIR ISRAEL: No. Your customer Is the person
you’re trying to get to pay you.

MS. ROSIER: The trainers are paying us right now.

VICE CHAIR ISRAEL: Well, then why are you coming and
asking for --

EXECUTIVE DIRECTOR BREED: Can you identify yourself?
Excuse me.

MS. ROSIER: Excuse me. Laura Rosier, San Luis Rey
Downs.

VICE CHAIR ISRAEL: Then why -- why -- why are you

Ehlert Business Group

(916) 851-5976
60




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

asking SCOTWINC to pay your bills?

MS. ROSIER: Actually, SCOTWINC isn’t paying our
bills. They’re giving us back from the fund that we work for,
along with all the other horsemen in the industry.

VICE CHAIR ISRAEL: But i1t’s —-

MS. ROSIER: We do have a customer base.

VICE CHAIR ISRAEL: 1Is i1t --

MS. ROSIER: Our base -- our customer base Is In San
Diego County. When you talk about vanning, we’re forgetting
Del Mar. The vanning costs for us to van to Del Mar are very
inexpensive, while all the horses coming from Hollywood and
Santa Anita it’s more expensive. So that’s not a good
argument.

And it’s not a good argument to say that we’re not
needed because our customer base is iIn San Diego County. Our
horsemen are in San Diego County. We’ve brought many, many
people Into the business --

VICE CHAIR ISRAEL: But that -- that’s a choice that
they make.

MS. ROSIER: -- from San Diego County.

VICE CHAIR ISRAEL: 1It’s a choice they make --

MS. ROSIER: I understand that.

VICE CHAIR ISRAEL: -- to live there.

MS. ROSIER: And the horsemen that --

VICE CHAIR ISRAEL: And there’s an expense attendant
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to that choice.

MS. ROSIER: And the horsemen at Hollywood Park and
Santa Anita make their choice to stay in their preferred --

VICE CHAIR ISRAEL: 1 understand.

MS. ROSIER: -- place.

VICE CHAIR ISRAEL: But Del Mar is open during -- for
training during its season. So those stalls are available at
Del Mar during the racing season in San Diego County.

MS. ROSIER: Yes.

VICE CHAIR ISRAEL: And then for overflow stalls that
people choose not to move their entire string down there they
keep Hollywood or Santa Anita, not both of them --

MS. ROSIER: Okay.

VICE CHAIR ISRAEL: -- one of them is open
alternately in the summer.

MS. ROSIER: Yes.

VICE CHAIR ISRAEL: So --

MS. ROSIER: So the horsemen --

VICE CHAIR ISRAEL: -- 1t seems to me --

MS. ROSIER: -- in L.A. have --

VICE CHAIR ISRAEL: And in -- in -- iIn --

MS. ROSIER: -- the option to stay.

VICE CHAIR ISRAEL: In a glorious past --

MS. ROSIER: Uh-huh.

VICE CHAIR ISRAEL: -- when there were 4,000 and
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5,000 and 6,000 horses that were ready to run in Southern
California there was a great need for San Luis Rey Downs.
There was a great need for Fairplex to operate year round as
training facilities. That need has abated. And -- and yet --
and, frankly, it seems to me that you made a bad business
decision without -- because you didn’t talk to SCOTWINC, you
didn’t get assurances that you were going to continue to be
provided their money, and now you’re asking for what is
essentially a small-time equivalent of a tarp bailout because
you’re having financial problems. 1 mean, you’re asking for
corporate welfare.

MS. ROSIER: Can -- can I --

CHAIR BRACKPOOL: Well, let’s -- let’s -- let’s --

MS. ROSIER: Can |1 disagree?

CHAIR BRACKPOOL: Well, can 1 have the -- counsel
said that 1t wasn’t correct. |I°m sort of interested iIn trying
to get to the facts here because obviously emotions run high.

CHAIR BRACKPOOL: Name, please.

EXECUTIVE DIRECTOR BREED: Name.

MR. CAREY: Kevin Carey. When we took over the lease

in March 2010 we were under the impression, not because of

conversations | had but conversations that other principals had

with SCOTWINC saying that the Downs and -- and Fairplex would
continue to be funded. When --

MS. ROSIER: Santa Anita.

Ehlert Business Group
(916) 851-5976

63




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. CAREY: Because Santa Anita was going to be
closed so they needed San Luis Rey to stay open. When it was
determined that we weren’t going to get a subsidy a lot of our
horses did not come back after Del Mar.

The -- the -- you’re absolutely correct, in this
environment with such low horse populations there iIs no need
for offsite stabling, and if there is, not to the extent where
they’re -- 1T there i1s a welfare program that other facilities
are being funded in total. Hollywood Park is 2,000 stalls
right now; 780 are occupied. Of the 780, 60 percent are
potentially ready to run or are going to run at Santa Anita.
So you have the SCOTWINC fund, the stabling fund subsidizing
the entire Hollywood Park facility when they’re not even near
capacity, and you have about 200 empty stalls at Santa Anita
right now. So you’re absolutely correct.

The point is we can’t compete with the other offsite
facilities when all the horses there, whether they’re
intending --

VICE CHAIR ISRAEL: Well, that’s my argument. If you
can’t compete --

MR. CAREY: We can’t --

VICE CHAIR ISRAEL: -- you can’t be iIn business.

MR. CAREY: No, we can’t.

VICE CHAIR ISRAEL: Business i1s competition. You

either win or you die.
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MR. CAREY: Free competition. But you can’t compete
when one facility is getting subsidy that It may not be
entitled to whatsoever.

VICE CHAIR ISRAEL: But they’re race tracks. When
they’re open they’re providing money into the system.

They’re -- they’re giving liquidity to the system. You are not
a race track.

CHAIR BRACKPOOL: Commissioner Rosenberg.

COMMISSIONER ROSENBERG: 1 don’t get that last
comment. They’re closed. When they’re -- they’re not --
they’re not racing during that time.

CHAIR BRACKPOOL: All right. Mr. Boudreau --

MR. BOUDREAU: Can 1 address --

CHAIR BRACKPOOL: Mr. Boudreau. Mr. Boudreau for
the --

MR. BOUDREAU: The one point 1 want to address about
this --

CHAIR BRACKPOOL: Name just for the record.

MR. BOUDREAU: Brian Boudreau, Thoroughbred Owners of
California.

You have to talk about where the source of the
revenue comes from. The revenue 1Is generated to pay for the
offsite track from the race track that’s iIn operation. So iIf
Santa Anita takes a position that we need Hollywood Park and we

want to fund i1t because we need their training it’s their money
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and the owners” money that’s been spent to subsidize that
facility. |If they made the decision we need San Luis Rey,
they’d send the funds. |If you cut the fund off completely and
had no subsidy it would go back to track commissions and
purses.

So one of the ways I looked at it was who’s in --
who”s making the decision to spend their money to run their
business the best? That’s another race track. So it’s not
Hol lywood Park generating the revenue that’s paying for it when
it’s closed, it’s Santa Anita and the owners deciding we need
to pay for it.

It’s also a big factor as to where trainers want to
be. When the Santa Anita race surface was being changed back
to dirt and we gave them an opportunity to decide what do you
want to subsidize, 1s 1t San Luis Rey, they addressed Pomona
because of the location of where they live. There just isn’t
enough demand, even from the trainer base, to subsidize San
Luis Rey at that level.

CHAIR BRACKPOOL: Good point. Let me ask you this.

MR. BOUDREAU: Uh-huh.

CHAIR BRACKPOOL: If you offer a per-start fee, which
i1s what you’ve offered here, i1s that something that you think
should be perhaps more uniform across the iIndustry, so that the
arguments that you’re making would then be complete and total

arguments for everybody, and they would probably go to where
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Commissioner lIsrael i1s saying which i1s everyone’s a business,
so that everybody gets a per-start fee?

MR. BOUDREAU: Ultimately, yes. But when you -- when
you kind of look at the nut that i1t takes to keep a big race
track open, and there are base fees that i1t just takes to turn
the electricity on, the lights, the water, pick up the stuff,
maintain their race track, there’s a nut there that’s much more
difficult.

IT you were to say let’s do that and the subsidy to
Hollywood Park dropped to $8,000 they would just shut down.
They’re going to lose $10,000 a day. As soon as that happens
those trainers are going to go this is ridiculous. 1 think
we’d lose a lot of them to other states. A lot of them may
decide they’re going somewhere else. 1 think there will be
owner issues. We feel that everything is just a little too
fragile right now with where we are to make a decision like
that, to upset that.

Do 1 believe that i1f the population of horses drops
200, 300, 400 more that we may get to the point where it
doesn’t make sense to subsidize one of those large -- we’ll be
watching 1t very closely. When that happens we feel 1If we have
this starter fee i1t will allow Fairplex and San Luis Rey to
pick that up.

CHAIR BRACKPOOL: Well, the --

MR. BOUDREAU: -- or any facility that’s approved.
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CHAIR BRACKPOOL: The other version of that surely,
though, i1s, you know, I had a horse here last year and she
didn’t run the entire meet. So it wasn’t what I had hoped for,
but she didn’t run the entire meet.

So effectively John or Jerry are subsidizing me in
that situation, and is that right?

So 1 mean, one of the things that we need to -- we
need to take a look at is -- and 1 just want to make sure 1It’s
being looked at by the -- by the TOC, which is a complete look.
I mean, do we go back to charging everybody and you get a big
bump when you run? Would that potentially help field size?
Because how you really get your money back then is when you
have a starter.

So I’m just saying that part of this --

MR. BOUDREAU: 1 want you to know --
CHAIR BRACKPOOL: -- 1 want every one of these --
MR. BOUDREAU: -- 1 think you’re right in a perfect

world, that i1t would work that way.

CHAIR BRACKPOOL: Well, I don’t know. We’re -- we’re
not working in a perfect world.

MR. BOUDREAU: Yeah.

CHAIR BRACKPOOL: But I also think that too much iIn
this Industry i1s always done because it’s always been done, and
then we make little changes and little changes, as opposed to,

you know, where -- where there’s -- where there’s a problem one
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could potentially see an opportunity here.

So Commissioner Rosenberg, then Commissioner Harris.

COMMISSIONER ROSENBERG: A question for Mr. Boudreau.
Do -- do you have an idea of how many TOC members or -- or
horse owners are located -- own horses in San Luis Rey Downs,
the number of them? You do?

MS. ROSIER: There’s 950 in San Diego County.

VICE CHAIR ISRAEL: 950 what?

COMMISSIONER ROSENBERG: Do you have any idea --

MS. ROSIER: Owners.

VICE CHAIR ISRAEL: Owners?

COMMISSIONER ROSENBERG: Owners?

MS. ROSIER: TOC owners.

COMMISSIONER ROSENBERG: Well, the --

VICE CHAIR ISRAEL: Well, TOC owners is different
from actual active owners.

MR. BOUDREAU: There’s -- there’s only 200 horses at
San Luis Rey right now; i1s that correct?

MS. ROSIER: He asked me how many -- oh, how many
owners?

COMMISSIONER ROSENBERG: My question is: How many --
do you have any idea how many owners have horses --

MS. ROSIER: At San Luis?

COMMISSIONER ROSENBERG: -- at San Luis Rey Downs?

MS. ROSIER: I don’t know how many of the horses are
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owned by the same owner. No.

COMMISSIONER ROSENBERG: How many thoroughbreds
are -- are there?

MS. ROSIER: Well, they’re --

MS. HOWARD: They’re all thoroughbreds.

MS. ROSIER: Yeah.

COMMISSIONER ROSENBERG: 1 thought some of them were
quarter. Okay.

VICE CHAIR ISRAEL: But how many horses are there --

COMMISSIONER ROSENBERG: So how many?

VICE CHAIR ISRAEL: -- 1s what he’s asking.

COMMISSIONER ROSENBERG: What I°m really asking is
this: Horse population; 1 do -- do agree with the premise that
Commissioner Brackpool expressed earlier, that’s our major
problem in the industry. So if we -- 1If San Luis Rey Downs was
to go under what would happen to the -- the -- the horses that
did race? That was the number of horses. That’s a significant
number of horses. 1 think It’s an average of 60 per month
start at Santa Anita or Hollywood Park or Del Mar, 60.

MS. ROSIER: That -- that’s just --

COMMISSIONER ROSENBERG: Now It --

MS. ROSIER: -- a recent number.

COMMISSIONER ROSENBERG: And 1f -- and if there are
owners who would just -- owners, and some of the owners down

there, or maybe a good percentage of them are owner/trainers.
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MS. ROSIER: Uh-huh.

COMMISSIONER ROSENBERG: If they just get out because
they don”t want to move to -- to Los Angeles, those horses are
going to go bye-bye.

MS. ROSIER: Yeah. And --

COMMISSIONER ROSENBERG: 1 mean, it sort of -- so 1
worry about reducing our horse population by inaction here.
And 1°m not saying that the arguments that Mr. Boudreau made
don’t make sense either. | think there’s an issue of equity
here on how we solve the problem. It may have to come out of
either incurring more debt or let the tracks not get
reimbursed. Like Hollywood is getting $22.00 a day per stall
is the average. 1 remember the number. That’s a lot of money.

MR. BOUDREAU: And as the population reduces that
number per horse just --

CHAIR BRACKPOOL: Goes up.

MR. BOUDREAU: -- increases drastically.

COMMISSIONER ROSENBERG: How about reducing it to —--

MR. BOUDREAU: It started at about ten.

COMMISSIONER ROSENBERG: How about reducing that to
17 and giving them the other 5? You know, this --

MR. BOUDREAU: That’s what I1°m saying --

COMMISSIONER ROSENBERG: That should be --

MR. BOUDREAU: -- it’s going to get --

COMMISSIONER ROSENBERG: -- should be --
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MR. BOUDREAU: -- to a point where i1t’s 30 or 35. If
the population drops you’re going to say It doesn’t make any
sense anymore.

CHAIR BRACKPOOL: Right.

MR. BOUDREAU: Well, that’s --

COMMISSIONER ROSENBERG: There might be an obligation
of the licensee to bear that burden --

MR. BOUDREAU: That’s closing.

COMMISSIONER ROSENBERG: -- to have the option to
keep --

CHAIR BRACKPOOL: Commissioner --

COMMISSIONER ROSENBERG: -- the place going.

CHAIR BRACKPOOL: Commissioner Harris.

COMMISSIONER HARRIS: 1 tend to agree with Brian
Boudreau that we’ve got a situation. We just need to look at
the economics. Maybe right now 1t does pay to keep Hollywood
open. But at some point -- we can’t get down to where you got
three horses at Hollywood and 1t’s costing you 17,000 a day to

keep 1t open, that’s about 5,000 a horse. But the ripple

effect is, obviously, it’s a lovely facility, it’s done -- it
does good, but I just don’t know -- 1 think the real -- I don’t
know what the Board’s role is in this, is we’re -- the parties

to SCOTWINC are -- don’t really include San Luis Rey.
So the -- the way our arbitration was set up, as |

understood 1t, was 1T there’s some gripe between two tracks,
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for instance, of who gets what, then -- then there’s an
arbitration role. But I don’t think we can just come in and
say, okay, why don’t you pay San Luis Rey this much or any of
that. 1 mean, | can sympathize with San Luis Rey. But -- but
the whole industry is just doing so badly that -- that 1 think
that some per-starter fee might be the way to go.

MR. BOUDREAU: Wwell --

COMMISSIONER HARRIS: But as I understand i1t, that
was offered by SCOTWINC and rejected, where 1 think you’re, you
know, less than -- as | saw the correspondence there was -- it
basically was about $1,000 a start was offered, and the
counteroffer was --

MS. ROSIER: 1t was 600.

VICE CHAIR ISRAEL: 1t was 600.

COMMISSIONER HARRIS: Well --

MR. BOUDREAU: An additional 600.

COMMISSIONER HARRIS: An additional 600.

MR. BOUDREAU: They get 400.

VICE CHAIR ISRAEL: Yeah. It was 400 already.

MR. BOUDREAU: And 320 for shipping. So any horse
that ships up will cost --

VICE CHAIR ISRAEL: Can -- can --

MR. BOUDREAU: -- $1,320.

VICE CHAIR ISRAEL: Can 1 -- there’s -- there’s

another consideration here, and it’s not economic but I1t’s
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environmental. Well, actually, it has some economic Impact.
Shipping horses that distance needlessly increases the use of
fossil fuels, increases the use -- iIncreases pollution.

MS. ROSIER: Oh, my god.

VICE CHAIR ISRAEL: Well, what are you talking about?
It’s $320 to ship --

MS. ROSIER: What about --

VICE CHAIR ISRAEL: -- instead of $180.

MS. ROSIER: What about the Santa Anita and Hollywood
horses coming to Del Mar? You could only do that so many --

VICE CHAIR ISRAEL: That’s -- that’s -- well, 80
percent of the races are run In Los Angeles County, 80 percent.

MS. ROSIER: Okay.

VICE CHAIR ISRAEL: More than 80 percent.

MS. ROSIER: Okay. All right.

VICE CHAIR ISRAEL: Okay. So --

CHAIR BRACKPOOL: Let’s -- all right. Anyway --

VICE CHAIR ISRAEL: -- shipping that distance --

CHAIR BRACKPOOL: Anyway --

VICE CHAIR ISRAEL: -- isn’t conservative.

CHAIR BRACKPOOL: Anyway --

MS. ROSIER: Maybe we can walk --

CHAIR BRACKPOOL: Anyway, yeah, maybe you can walk.

Let me -- let me ask two questions, because we’ve got

to try and move this on.
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Leigh Ann, you gave a statistic that said, 1 believe,
you had 800 starters last year.

MS. HOWARD: 791 starters.

CHAIR BRACKPOOL: I was pretty close.

MS. HOWARD: That -- that -- but that also included
starters at other tracks because we were not subsidized.

CHAIR BRACKPOOL: I understand. But -- but --

MS. HOWARD: Okay.

CHAIR BRACKPOOL: But starts at Southern California
race tracks.

MS. HOWARD: Yes.

CHAIR BRACKPOOL: Right. So that is -- 1T that
statistic is true, right, then the $600 per start that we’re
looking at is close to 480 -- you know, half a million dollars.

MR. BOUDREAU: If they send 600 starters we’ll jump
up and down and we’ll be --

CHAIR BRACKPOOL: Right.

MR. BOUDREAU: -- happy to pay.

CHAIR BRACKPOOL: That’s -- that’s what 1°m saying.
So part of what’s still going on here is there appears to be a
little -- a little -- a little disconnect that’s -- that’s here
between the numbers.

Here’s what we, unless there are any other comments
from any other --

COMMISSIONER ROSENBERG: 1 just have one question,
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actually.

CHAIR BRACKPOOL: Commissioner.

COMMISSIONER ROSENBERG: The point about who can
afford i1t best and whose obligation i1t iIs, someone raised that,
whose money is i1t, and the way the statute reads the money goes
right now to Santa Anita and they technically authorize
Hollywood as a facility.

In the application Santa Anita filed for this meeting
they list San Luis Rey Downs in there for 500 stalls. So
obviously they’ve elected not to pay Santa Anita, although they
get the benefit of having horses come in from there. So I1It’s a
very tough --

CHAIR BRACKPOOL: Pay San Luis Rey. 1 mean, to me
the -- well, one -- one question before we go any further. 1
gather the TOC has introduced some legislation this year on
stabling and vanning.

MR. BOUDREAU: 1t’s a spot bill. AIll right. 1711
let Guy address.

MR. LAMOTHE: Yes. That’s fine.

CHAIR BRACKPOOL: Well, can I just understand what
the intent of that of that is. Is this --

VICE CHAIR ISRAEL: Guy, you can stand up. You don’t
have to --

MR. LAMOTHE: Guy Lamothe, Thoroughbred Owners of

California. The iIntent was In anticipation. This has -- this
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has been an ongoing issue, and we’ve seen the direction of it.
So --

CHAIR BRACKPOOL: Right.

MR. LAMOTHE: -- we put a placeholder in there in the
event we needed to make adjustments.

CHAIR BRACKPOOL: Okay. So there’s no -- there’s no
idea, it’s just a placeholder?

MR. LAMOTHE: Correct.

CHAIR BRACKPOOL: Along with 1940 of the other 2000
pieces of legislation that were introduced.

I believe that, as | said earlier, that field size is
absolutely critical to the future of this -- of this sport.
We’re not going to miraculously get another 3,000, you know,
horse population just by -- by accident. So I am troubled that
we are still operating the stabling and vanning fund as 1f we
had a multiple -- and I don’t need people agreeing or
disagreeing, that’s okay -- as if we’ve got -- got -- got a
massive population.

So 1 think a rework of this i1s going to happen.
Whether we do i1t this year, whether we do it next year, | think
a rework of how this fund, you know, is -- is going to be
there. And I don’t know that i1t necessarily needs to be black
or white to where we pay a facility irrespective of how many
horses and you get to, you know, John”’s analogy where it’s

$5,000 a horse. You know, is it a case where we turn around to
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the association and say, look, we’re going to give you, pick a
number, you know, 48,000 a day at one of the two main
facilities, and then there’s a per start on top? But that’s
plainly where, you know, I think we’re -- we’re heading.

I don”t want the tail to wag the dog with great
respect in this size when you look at the size of up here
versus down here. But on the other hand, the last thing 1
personally want to see i1s us lose the flexibility of a training

facility that we may desire. And 1 don’t want to be sitting

here In two-years time saying, god, | wish we had not closed
that one down because 1t’s -- because i1t’s there.
So for me, again, going to John’s point, I don”t know

that the Board has an absolute role here. We’ve certainly got
a role, and that’s what you’re seeing here. 1 think the per-
start fee, you know, is definitely the way to go. 1 think you
should go back and take a look at, you know, is there some
other number that could come up there, because right now we
need every starter we can in these races. And | think that’s
where we’ve -- we’ve got to be heading, and if you can’t you
can’t.

But 1°d certainly encourage the two of you to carry
on this negotiation. There -- there i1s a bid. There is an
ask. There’s always something that can be done to be creative.
There appears to be a disconnect, because i1If there are 800, you

know, horses then we’ve got to be far more serious about this,
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which 1 see you agreeing to. 1It’s also, 1f there’s 800 horses,
your number is a real number you’re offering and suddenly the
bid and ask just narrowed considerably. So --

COMMISSIONER ROSENBERG: So one question. What --

CHAIR BRACKPOOL: Commissioner Rosenberg.

COMMISSIONER ROSENBERG: What exactly is -- you
people took this lease, as | understand it, last year, paying
$1.00 rent, but you pay the real estate taxes, what is your --
are you —-- how much money are you losing per month? 1 mean,
how much money are we talking about here to make you happy?
That’s really what 1 want to -- 1°m tying in with your point
about settling this.

MS. ROSIER: Can I -- can I explain? First, it’s not
just what we’re losing that we’re looking for. Our trainers
are the only trainers in Southern California that are racing
that are paying their own stall rent. The intention of this
law was to pay for stabling for racing horses. And now it’s
not doing that.

CHAIR BRACKPOOL: Can we answer the question please?
Because every time we have one of these we go back into --

COMMISSIONER ROSENBERG: So how much do you --

MS. ROSIER: Okay. I°m --

CHAIR BRACKPOOL: 1 wish the world --

MS. ROSIER: [I’m sorry.

CHAIR BRACKPOOL: -- hadn’t been invented the way it
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was. So --

MS. ROSIER: Okay. I°m --

CHAIR BRACKPOOL: -- can we please answer
Commissioner Rosenberg’s question?

MS. ROSIER: Yes. Could you ask me again?

COMMISSIONER ROSENBERG: How much do you charge in
stall rent per month?

MS. ROSIER: We charge -- it comes out to be $7.00

per stall --
COMMISSIONER ROSENBERG: $7.007?
MS. ROSIER: -- per horse. Yeah.
COMMISSIONER ROSENBERG: And if you didn’t receive --
VICE CHAIR ISRAEL: Per day, not per month.
COMMISSIONER ROSENBERG: Okay. That was --
MS. ROSIER: Oh.
COMMISSIONER ROSENBERG: -- $7.00 a day?
MS. ROSIER: We’re really cheap.
COMMISSIONER ROSENBERG: The other question i1s how
much -- are you losing money? Is the entity that leases San

Luis Rey Downs right now --
MS. ROSIER: Yes.
COMMISSIONER ROSENBERG: -- losing money --
MS. ROSIER: Yes.
COMMISSIONER ROSENBERG: -- even though you -- even

though you collect the $7.00 per day?
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MS. ROSIER: Yes.

COMMISSIONER ROSENBERG: Okay.

MS. ROSIER: Right now --

COMMISSIONER ROSENBERG: So how --

MS. ROSIER: -- we’re iIn the hole.

COMMISSIONER ROSENBERG: So what do you need to break
even is my question? We’re trying to be practical here.
Because | agree --

MS. ROSIER: Well, our --

COMMISSIONER ROSENBERG: -- we can’t rule legally.

MS. ROSIER: Our -- we were going to raise to ten and
try to stay open a little longer. We’re asking for $15.00,
because that’s what we need to run the place the way that it
needs to be run. We have many people volunteering for jobs
that --

CHAIR BRACKPOOL: Okay.

MS. ROSIER: -- need to be --

CHAIR BRACKPOOL: So --

VICE CHAIR ISRAEL: So how much money are you losing
annually? How much money are you losing annually?

MS. ROSIER: We -- you have the financials on that.

VICE CHAIR ISRAEL: Monthly?

COMMISSIONER HARRIS: And how do you fund the loss?

VICE CHAIR ISRAEL: A monthly then, Leigh Ann.

That -- that would be fine too.
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MS. HOWARD: Oh, per month?

VICE CHAIR ISRAEL: Uh-huh.

CHAIR BRACKPOOL: Anyway, look, plainly these numbers
aren’t at hand so they need to be worked up. What --

MS. ROSIER: 1 can have the number at hand that you
might be interested in. And the $600 --

VICE CHAIR ISRAEL: Microphone.

MS. ROSIER: The $600 per starter. 1 figured out
what 1t costs per a Hollywood Park starter right now that
Hollywood is the off-track facility, and it comes out to about
$3,500.

CHAIR BRACKPOOL: 1t’s an apple and orange. 1°m not
trying to go there. 1°m not trying -- now let me finish. [I°m
not trying to go there right now.

What I’m trying to do is figure out i1f there’s a
resolution to this. You heard me say that -- 1°m only one of
the votes up here. But you heard me say that 1 would like to
see 1T there’s a way that we can keep this going, because 1
think the flexibility is useful. 1 think the TOC -- let me
finish. | think the TOC have made an offer. Right. 1 think
the per-start offer is, Iin my view, where we’re quite likely to
end up for all of horse racing at some stage here, so | don’t
think you should dismiss it out of hand.

I think 1 would like you to over the next, you know,

week or tow, I would strongly encourage you to get this
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exchange of financial information going. Because i1f you’ve got
800 starters then 1°m really going to be on them to make sure
that we -- that we do something. So we can’t rule up here
because we don’t have anything to rule on. What we can do is
continue to push and continue to use this form.

So 1’m going to ask Commissioner Rosenberg if he does
no mind over the next few weeks continuing this role, 1 think
we’re onto something with a starter fee. 1 think there should
be a greater exchange of information. And I will promise you
that, you know, we -- we will listen again to you on this
comment. But I think we’re actually making some progress on
this.

But, Mr. Carey, one last comment, then we’ve really
got to move on.

MR. CAREY: Mr. Chairman, for information purposes
only, we’re currently running a deficit of about $16,000 to
$18,000 a month, and that’s without any payment to
administrative staff or to executive officers, and the horsemen
have been funding that deficit.

CHAIR BRACKPOOL: So if that is --

COMMISSIONER HARRIS: Which, the TOC or the horsemen?

MR. CAREY: The San Luis Rey horsemen.

CHAIR BRACKPOOL: Okay.

COMMISSIONER HARRIS: Individual owners?

MR. CAREY: Yes.
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CHAIR BRACKPOOL: Right. But let’s just do that
number. So 15,000 a month, you said, is your deficit?

MR. CAREY: 16,000 to 18,000.

CHAIR BRACKPOOL: 16,000 a month, right, 16,000
deficit based on 800 starters, based on that being -- you know,
divide that by 12, right, is 60 starters a month times the 600,
you shouldn’t be losing money.

MR. BOUDREAU: Well, they’re doing less than half
that this year, so --

MS. ROSIER: But that money goes --

MR. BOUDREAU: -- I mean, the real numbers --

MS. ROSIER: -- to the owner. It will not help our
management.

CHAIR BRACKPOOL: Well, it certainly can help you.

It jJust depends on how 1t’s structured. It just depends --

MR. BOUDREAU: Right.

CHAIR BRACKPOOL: -- on how it’s structured.

MR. BOUDREAU: You have to be very careful of one
thing. If you put too much encouragement on a fee like that
and that fee gets too large, and that’s where we’re trying to
find a medium on it, you’re going to take owners from Hollywood
Park that say | want to go down there just so | can get the
starter fee back when I run. |If you start creating a mess like
that you’re going to have these horses split up so much you

can’t support --
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CHAIR BRACKPOOL: Brian, 1 agree.

MR. BOUDREAU: -- the facility.

CHAIR BRACKPOOL: And that’s why we’re not going to
sit here today --

MR. BOUDREAU: Right.

CHAIR BRACKPOOL: -- in a public forum and help you
negotiate that --

MR. BOUDREAU: Exactly.

CHAIR BRACKPOOL: -- because 1 agree, there’s a lot
of detail that needs to be --

MR. BOUDREAU: It’s very difficult.

CHAIR BRACKPOOL: -- worked through. But what I°m
saying is you’re hearing -- we’re not sitting here dismissing
you in any sense of -- of the word. Different commissioners

may have different views as the importance of the track or
the -- or global warming issues. But -- but -- but I am
strongly encouraging you to continue to talk. We are watching
it. This i1s not a punt. We are watching this very closely.
Commissioner Rosenberg is spending his time on 1t. And I think
that some massaging of these numbers | hope can get us there.

COMMISSIONER ROSENBERG: 1 just want --

CHAIR BRACKPOOL: One last thing, and then we’ve
really --

COMMISSIONER ROSENBERG: One last thing.

CHAIR BRACKPOOL: -- got to move on.
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COMMISSIONER ROSENBERG: 1 don’t personally think the
starter fee is a panacea here. |1 think that the answer is to
come up with a smaller amount than they’re asking for per
stall, very -- much smaller, to make them whole, and that’s
just by taking i1t out of the fund that doesn’t exist but we can
get i1t, or if -—- 1If that doesn’t work ask the track, the host
track that’s paying the fees technically anyway, to absorb part
of that and -- and to -- or rather than the track -- the other
track that’s open that isn’t using its full facility to bear
part -- reduce their amount. There’s a simpler solution by --
by doing that.

CHAIR BRACKPOOL: Well, and maybe -- maybe the
whole -- the whole fund eventually goes to a starter bonus as
opposed to a starter fee. 1 mean, there’s some -- there’s some
fairly obvious solutions, | think, that start to lead here. So
if that’s good, I really do thank you for your continued time.
This not a punt. 1 want to make sure this communication
carries on, and we will make sure i1t carries on and do this and
do that. |Is that okay?

MR. CAREY: Yes.

CHAIR BRACKPOOL: Thank you very much.

MR. CAREY: Fair enough. Thank you.

MR. CAREY: And thank you.

MS. ROSIER: Thank you.

CHAIR BRACKPOOL: Thank you. By the way, I have one
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speaker. But I’m assuming -- Robert, it was you. So --

MR. FORGNONE: 1It”’s me, Commissioner.

CHAIR BRACKPOOL: You -- you don’t -- do you need to
make -- well, In which case, please announce yourself and then
make your comments.

MR. BLONIEN: My name is Robert Forgnone,
F-o-r-g-n-o-n-e, and I’m an attorney for SCOTWINC and have been
for several years. | just wanted to say one thing that didn’t
come up.

Our analysis indicates that during 2010 over $6.2
million were expended to Hollywood and Santa Anita, plus
vanning, In this program. Next year we project, estimate, that
the amount of money generated by this 1.15 percent fund will be
$6.5 million. So if we continue at the same rate at Hollywood,
the same amount of vanning, with the income we’re going to get
it’s going to be about $300,000 left after those amounts are
paid. And we need a better cushion than that to stay in
business next year.

CHAIR BRACKPOOL: 1 don’t know how relevant those
statistics are. But anyway, thank you very much for the --
thank you.

(Colloquy Between Commissioners)

CHAIR BRACKPOOL: Okay. Item number six -- can you

carry on your conversations outside, please, because the noise

carries to the microphone.
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Item number six, discussion and action by the Board
regarding the status of the labor negotiations with the advance
deposit wagering (ADW) providers.

And | see we are joined at the table by
representatives from Twinspires, from XpressBet, and from the
Local; correct?

MR. CASTRO: Yes.

CHAIR BRACKPOOL: All right.

VICE CHAIR ISRAEL: Quit while you’re ahead, Richard.
You agreed with us.

MR. CASTRO: We’re off to a good start.

CHAIR BRACKPOOL: I have been, unfortunately, all too
familiar with the status of these negotiations over the last 30
days. So I am going to let -- Richard, why don”t you start,
and then we’ll let everybody else start. 1’m assuming that
this lovely handout that’s just been given to us is from one --
is from one of the presenters at the panel, not from -- it’s
not a consensual document between everybody.

MR. SCOGGINS: Greg Scoggins on behalf of XpressBet.
That’s correct.

CHAIR BRACKPOOL: Right. So we’ll leave that until
we get to you.

So, Richard, if you would identify yourself and then
start, we’ll go through everybody.

MR. CASTRO: My name is Richard Castro. [I’m
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representing Pari-Mutuel Employees Guild. We have, since your
last meeting, tried to come to an agreement. We’ve had --
exchanged emails, we’ve had phone calls, and we still haven’t
made any progress.

CHAIR BRACKPOOL: Okay. That’s an exceptionally
succinct presentation of -- of where we are. Would you like t
just expand a little on what you believe the big issue --
Issues separating you are as it pertains to this agreement?

MR. CASTRO: Can 1 suggest that we go through the
report that 1 have?

CHAIR BRACKPOOL: So you would like not to at the
moment? You’d like to see there’s --

MR. CASTRO: Yeah.

CHAIR BRACKPOOL: -- and then respond to it?

MR. CASTRO: It -- 1t speaks for all of us and It’s
pretty -- yeah, | think it’s a good presentation that he has.

CHAIR BRACKPOOL: Okay .

VICE CHAIR ISRAEL: Oh, so it Is a consensus.

CHAIR BRACKPOOL: All right. Wwell, let me ask, as
it’s going to be XpressBet’s presentation, let me ask
Twinspires whether they have anything that they would add
beforehand.

MR. BLACKWELL: Yeah. Brad Blackwell on behalf of
Twinspires. First of all, 1 can say that the presentation is

consensus, although 1 expect that it will set forth the facts

o

a
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of this issue. But | have not seen the presentation so | can
not speak to that.

As Mr. Castro mentioned, there have been attempts and
numerous conversations, emails, things of that nature to work
through this i1ssue. And 1°m more than happy to explain
Twinspires position now or to hold that position until we see
the presentation.

CHAIR BRACKPOOL: Well, why don’t we go through the
presentation, and then you tell us where you agree, or more
importantly, perhaps, disagree with XpressBet’s position, and
then we’ll see where to go.

This 1s a lot of slides with a lot of words, and 1
don’t normally allow something like this because this is going
to take a long time. So I -- I hope that this -- every page is
important and critical, and I really want you to move on.

Don’t be reading every line that’s up here.

MR. SCOGGINS: Yes, sir.

CHAIR BRACKPOOL: Thank you.

MR. SCOGGINS: Greg Scoggins on behalf of XpressBet.
1’1l try to be as succinct as possible.

Before I begin with the presentation 1 just want to
cover a couple of issues. 1°ve had the opportunity to be here
in meetings In the past two months ago, and 1°ve had the
opportunity to read the transcript. And it iIs very apparent to

me that there has been some confusion over time as to what the
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issue 1s and what the issue isn’t as i1t relates to this
agreement. And so it is my goal to have this presentation to
kind of set the record straight, if you will, as to how we at
XpressBet see the issue that i1s before you.

We are essentially asking for guidance from the CHRB
as to what we as an ADW, XpressBet, that is, are required to
have 1n our labor agreement and what we are not required to
have, and that i1s, in essence, the issue that’s before us.

As far as an overview, what I would like to do is
I’ve -- 1°ve got the slides on the back, as well, or you can
follow along with the materials 1°ve had circulated. | want to
summarize what the labor agreement requires -- requirements are
so that everybody is clear in that respect. 1 want to
summarize XpressBet’s past agreements with Local 280, summarize
our current dispute. 1°d like to talk a little bit about the
Del Mar/0Oak Tree --

VICE CHAIR ISRAEL: Greg, can | ask you --

MR. SCOGGINS: -- dispute.

VICE CHAIR ISRAEL: -- to just do 1t, instead of
telling us what you’re going to do.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: Fine.

VICE CHAIR ISRAEL: Okay. It will save time.

MR. SCOGGINS: No problem. The California ADW law,

as we all know, requires a series of agreements that ADWs have
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to have. And 1 will point you to the one that’s at the very
bottom of the page, and that is the agreement that we are here
about today, and that is the agreement between the union and
the ADW. And we see that as a card-check agreement, not a
collective bargaining agreement.

The requirements of that agreement are that the labor
organization must have historically represented the California
Race Track Mutuel Tellers. Local 280 clearly meets that
requirement. The ADW must provide -- or must agree to
recognize and bargain in good faith, which XpressBet has in the
past and will continue to do so. The labor -- the labor
organization must establish that i1t represents a majority of
employees through a card-check process. The ADW is to remain
neutral during that process. And the rules apply to all
covered mutuel teller employees, whether those employees are in
California or outside California.

And 1 will just say that XpressBet currently has a
call center with mutuel tellers located in Oregon. It is also
responsible for two full-time equivalents iIn the State of
California. Those are individuals that are at the tracks who
assist betters in opening accounts and managing their accounts,
and they’ll either be at Golden Gate Fields or at Santa Anita
while 1t”’s running live or Del Mar when 1t’s running live.

There is a key limitation that we see as existing in

the statute, and that is that the agreement shall not be

Ehlert Business Group

(916) 851-5976
92




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

conditioned by either party upon the other party agreeing to
matters outside the requirements of what I just said. In other
words, this is supposed to be a card-check agreement and
nothing more, and that’s what we’ve tried to do.

CHAIR BRACKPOOL: We went through this at the last
meeting.

MR. SCOGGINS: Yes, sir. The elements of our past
agreements are that we’ve recognized 280 is -- 1s the proper
bargaining unit. We’ve greed to the SEIU conducting a card-
check agreement. We’ve agreed to that being in Oregon and
Pennsylvania, if they pursue to do -- or if they wish to do so.
We”ve agreed to maintain neutrality. And we’ve agreed to
recognize and bargain in good faith with the union that has
established that majority representation. We’ve also agreed to
include customer service reps, which i1s something that’s been a
point of contention over the years but we resolved as -- as a
way to keep the relationship positive.

CHAIR BRACKPOOL: As opposed to telephone operators?

MR. SCOGGINS: Yes, sir.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: The --

CHAIR BRACKPOOL: In -- 1n addition to telephone

operators

MR. SCOGGINS: In addition to.

CHAIR BRACKPOOL: -- 1 should say.
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MR. SCOGGINS: Yes.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: That’s right. We originally proposed
to continue with the terms and conditions of prior agreements,
which 1s what I just described. Local 280, however, expressed
a desire to add an addition provision which was to limit our
ability to do subcontracts with third parties without -- it
would prevent us from doing that without their approval. And
the purpose behind that relates to or derives from the
DelMarBets.com and the OakTreeBets.com sites. And now as -- as
we’ve iIntroduced and made staff aware, there’s a DRFBets.com
site that’s also available to California residents. And
that -- the creation of those sites, the -- the implementation
of those sites has created concerns on the part of the Local
280 and they want to be able to have a say In how those things
are handled. They’re essentially white labels that utilize
XpressBet employees currently. We haven’t contracted with
third parties in order to have those services provided. It is
merely an additional brand of a car, if you will, to borrow
from Commissioner Israel in the past, that XpressBet offers out
there for i1ts customers.

XpressBet believes that the original demand on the
customer service employees, as well as the current demand,
falls outside of what the statute requires the contract to

contain, and that i1s the essence of the dispute between
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XpressBet and Local 280, and 1 think also Twinspires, but 1711
let Brad speak for himself.

I do want to touch on the Del Mar/Oak Tree
arbitration because i1t came up last -- last month. First off,
that 1s a labor grievance matter that was filed by Local 280
against Del Mar and Oak Tree. It does not include XpressBet.
It is a matter that relates to the collective bargaining
agreement that those tracks have with Local 280 to which
XpressBet, again, is not a party. XpressBet is not a party to
the arbitration, 1t’s not a party to the grievance. So the
extend there were some thoughts that that arbitration is
relevant to XpressBet’s situation, you know, our view iIs that
it is not.

As far as the status of negotiations, XpressBet, like
I said, has offered an agreement last fall that was based on
prior agreements. Local 280 asked for the additional provision
relative to subcontractors which XpressBet declined. We now
contend that their request constitutes a matter outside the
requirements of California’s ADW law pursuant to that section 1
quoted earlier. And we meet in January after the January
meeting without any progress on this particular issue.

We certainly understand the plight that California
mutuel tellers are In. We understand that i1t is a difficult
position for them. We are not unsympathetic to theilr needs.

The reality for XpressBet, however, is it has to be able to
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operate a business that makes sense to it and it makes --
allows it to make money. And we’re not in a position right now
where we can do what we need to do for XpressBet to be
successful, and at the same time meet the needs and demands of
the -- of the union.

CHAIR BRACKPOOL: Let me ask you a question.

MR. SCOGGINS: Yeah.

CHAIR BRACKPOOL: We’re on the status of
negotiations --

MR. SCOGGINS: Yes.

CHAIR BRACKPOOL: -- i1s that right? You proposed an
agreement on March the 2nd which does not include the provision
for customer service employees or the subcontracting position
that the Local asked for. 1 understand why the subcontractor
provision because that’s he heart of the dispute.

MR. SCOGGINS: Yes.

CHAIR BRACKPOOL: Why did you not include the
provision for the customer service employees, even though you
stated earlier iIn this presentation that you were doing this
because you’re good corporate citizens?

MR. SCOGGINS: 1 think it really comes down to not
wanting to prejudice ourselves In the future. It iIs a point
that can be negotiated to be included.

CHAIR BRACKPOOL: So that’s on the table?

MR. SCOGGINS: 1I1t’s on the table.
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CHAIR BRACKPOOL: Okay.

MR. SCOGGINS: Local 280 has rejected that proposed
agreement. And we are basically here today with competing
interpretations of what California’s ADW law requires.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: We contend that it’s -- what Local 280
wants falls outside of the requirements of that law and
we’ve -- and it’s yielded no compromise at this point.

CHAIR BRACKPOOL: Maybe this is a question for -- for
Del Mar, but maybe, Richard, you could answer it, as well.
Although XpressBet -- neither XpressBet nor Twinspires are
actually a party to the Del Mar arbitration, the result of the
Del Mar arbitration would theoretically be the defining issue
in this dispute, would it not?

MR. SCOGGINS: Not -- not as | see it, and this 1is
why. It could have an indirect impact on XpressBet’s business.
XpressBet’s business plan includes providing white labels for
third parties who want to get into the --

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: -- ADW business.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: They have done so with Del Mar. They
have done so with Oak Tree. And they have now done so with
DRF. If Local 280 succeeds in its grievance i1t has a right

against Del Mar and Oak Tree of -- you know, in which option
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that Del Mar and Oak Tree have is they could say, well, we
don’t want to do those sites anymore.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: We’re just going to do it.

CHAIR BRACKPOOL: They’d just close them down and
then there’s no grievance.

MR. SCOGGINS: So it effects --

CHAIR BRACKPOOL: 1 see what you’re saying.

MR. SCOGGINS: So it effects, clearly, XpressBet.

CHAIR BRACKPOOL: But it doesn’t resolve, for
instance, DRFBets because they don’t have any agreement with
DRF?

MR. SCOGGINS: That’s correct.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: That’s correct.

CHAIR BRACKPOOL: Right.

MR. SCOGGINS: And so just to cut to the -- not cut
to the chase as much but just to summarize what our request is,
is we would like a ruling from this Board that Local 280°s
request fall outside the mandates of the California Law. And
we would like a ruling awarding XpressBet a 2011-2012, as you
deem appropriate, ADW license conditioned on i1t executing the
agreement that we proposed in March. And I think I can even go
so far as saying 1If you want us to execute the agreement that

we proposed back in September or October, XpressBet would be
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willing to sign that agreement as well.

CHAIR BRACKPOOL: But you’ve said on the request of
relief, what you just said to me was that the customer service
reps is really a negotiating point. You’d be prepared to put
that --

MR. SCOGGINS: Yes.

CHAIR BRACKPOOL: -- back into the agreement.

MR. SCOGGINS: Yes.

VICE CHAIR ISRAEL: Were they in the original --

MR. SCOGGINS: They were in the one that we proposed
back 1n October.

CHAIR BRACKPOOL: Right.

VICE CHAIR ISRAEL: Okay.

CHAIR BRACKPOOL: So thank you, David. So really the
issue iIs the veto rights over the white labels?

MR. SCOGGINS: Yes.

CHAIR BRACKPOOL: Okay. Thank you. See how good it
i1s when we move quickly?

MR. SCOGGINS: Yes.

CHAIR BRACKPOOL: Can 1 ask the union, is there
anything in that presentation, the factual presentation, that
you would disagree with?

MR. GRESSETT: Excuse me. Steven Gressett, Local
280. The only thing that we dispute is the subcontract. We

don’t necessarily want veto power over the white label,
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although we’re sort of wondering 1f -- 1f the industry is
trying or XpressBet is trying to attract new people why they
didn”t come to us and offer us a white label. 1 mean, it would
make sense, iInstead of poaching other customers, that you go to
someone outside to get something. And so, | mean, it could
effectively have been called UnionBets.com or something.

In the union there’s -- 17 percent of the population
in the State of California is represented by unions. We have
access to an infrastructure. So I would think that the
industry or XpressBet would want to go after those two-and-a-
half million people. So we’re sort of left out. Although
we -- we do question the white label, whether -- In the case of
Del Mar and Oak Tree they have licenses. We’re not so sure
about DFR, whether they have a license to operate within the
State of California. That explains the one part.

So 1T we prevail on the arbitration what would most
likely happen is that an arbitrator would rule what’s referred
to as a time in lieu. The employer, Del Mar and Oak Tree,
would be required to some kind of compensation to field that --
employees that we felt that should have been utilized.

The problem with the subcontracting, the card
checking, evolves i1if we -- the -- one of the operators goes out
and contracts with telephone operators to a third part. So we
go out and we card check those people, and then we win that.

And then the provider says, well, since the union election was
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won we’re going to switch people that we subcontract with. So
that’s sort of the -- there’s two sort of -- we don’t
necessarily want to veto, but we do see that XpressBet is
poaching off traditional brick and mortar employees, where we
feel the traditional brick and mortar employers should have
established their own telephone wagering.

CHAIR BRACKPOOL: Right. Got that. Now my
understanding -- I’m looking for a document that I°’m told was
in here. Can you find it for me?

The -- one of the things that 1 think is critical
here 1s that we talked about this when we licensed or started
the licensing hearings, which I think was December or January
now for the ADWs -- December for the ADW companies, is that to
me we’re trying to do a lot of square pegs into round holes
because this law 1s ten years old, hasn’t been updated. The
world has changed. Technology has changed, etcetera.

The one thing 1 don’t think this Board has any -- the
one thing I don’t think this Board has any intention of -- of
doing 1s trying to slow down the progress in the technology
that allows people to go and bet, because we’ve got to -- we --
we need every -- we need every piece of -- of help that we can
possibly can In this sport, as we’ve talked about.

You know, having said that, the -- a lot of the
comments that I think -- I’m trying to summarize the Board’s

position on this from the last couple of meetings. But I think
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a lot of the comments are that, you know, we believe that some
of the acquisitions that have taken place have potentially cost
jobs. We’re very supportive of trying to keep as many jobs as
possible in doing that.

It seems to me that some of the arguments that are
being made by -- and 1 said this to you at the last meeting --
by the union are based more on fairness and -- and unjust
decisions that perhaps have been made over a period of time,
rather than the specifics of the law or the code that are in
front of us at this stage. So we had said that we were only

going to license the ADW companies for one year, because during

this year we intend to convene a couple of meetings -- they’ll
be outside of the Board, maybe some committee meetings -- to
where we really start to look and work, frankly -- I was on the

phone with the speaker’s office as recently as Friday on this,
saying we need to be able to make some changes to this ADW law.
And labor plainly has to have a seat at the table with that.
Because 1 think that a lot of the changes that -- that -- that
are required have just occurred naturally since this law was
drafted in whenever i1t was, “01 or “02.

MR. SCOGGINS: Actually, there was a later date that
was -- | can’t remember the date, “08 or something like that.

CHAIR BRACKPOOL: But -- but there was --

MR. SCOGGINS: Your point is --

CHAIR BRACKPOOL: But my point is that --
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MR. SCOGGINS: -- well made.

CHAIR BRACKPOOL: -- i1t’s just continued to evolve
and continued to evolve. Right. 1 don’t want to slow down
white labels. 1 don”’t want to slow down blue labels, green
labels, orange labels. 1 don’t want to slow down anything in
horse racing at all that we can -- that we can do. But I do

want to make sure that labor is recognized and is taken care of

as much as -- as much as possible.
Before I ask for any further comments, 1 just wanted
to ask -- obviously, this year | assume we’re not going to have

an OakTreeBets because there’s not an actual meeting that’s Oak
Tree. And if I°m wrong on that someone from Oak Tree will let
me know.

Craig, could I ask you just to step up for one
moment. Just announce yourself for the --

MR. FRAVEL: Craig Fravel, Del Mar Thoroughbred Club.

CHAIR BRACKPOOL: The -- you know, you and I have had

conversations about this. How crucial is this white label to

Del Mar?

MR. FRAVEL: Well, let me just back up a little bit.
The -- the reason we initiated DelMarBets with the cooperation
and -- and help of XpressBet was that, candidly, we wanted to

learn more about the account wagering business than we have
over the last ten years. And -- and the fundamental part of

that was that our agreement with XpressBet gave us full

Ehlert Business Group

(916) 851-5976
103




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

ownership, if you will, of the customer names and wagering
information, which is the first glimpse into the dark box of
ADW that we as a race track have had.

And we feel, you know, iIn the future it’s Important
that tracks have as much information about their customers,
whether they be through brick and mortar locations or
electronic locations, as possible. And that was the reason we
did that. And XpressBet was highly cooperative iIn trying to
work out a financial arrangement under which bets placed
through that would be more advantageous to purses and
commissions than was the case with more standard ADW companies.
So that was our rationale for doing it.

Did we hope that it would -- you know, the Del Mar
brand would be so strong that it would take off and become an
enormous money maker? Well, of course, we hoped that. But in
the end -- and I’ve provided Mr. Castro and -- and anyone who
asked with information about how much we handle through
DelMarBets.com, and it’s not a big number, to be honest with
you.

And so our enthusiasm for it, while we think the
concept was good, it’s not something that we would allow to get
in the way of our relationship with Local 280 because, to be
honest with you, the membership of 280 has taken the brunt of
the downturn in the economy over the last two years, or at

least a part of the brunt of i1t. And we’re highly appreciative

Ehlert Business Group

(916) 851-5976
104




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

of their cooperativeness in terms of recognizing the realities
of this business. And if DelMarBets is an issue for that 1
have indicated to the union that we’re perfectly willing to
fold 1t up. And -- and I have advised XpressBet of our
willingness to do that, as well. So i1t’s -- 1t’s not something
that we feel so strongly about that --

CHAIR BRACKPOOL: Would you be folding it up prior to
the ruling on the -- by -- by the arbitrator?

MR. FRAVEL: Sure. Our -- our meeting -- our meet
starts in July. And -- and if -- if that’s something that, you
know, will improve our relationship with the union we’re
certainly willing to do that.

CHAIR BRACKPOOL: Why don’t we just ask Mr. Castro
that issue. We -- we have -- | mean, it appears that the
customer service iIssue Is not an issue. They’re prepared to
cede the customer service representative iIssue.

So if we’re down to -- now using the DelMarBets
argument, would you prefer that the DelMarBets label stay open
until we resolve the arbitration, or would you believe i1t more
important that it close down and you not have the arbitration?

MR. CASTRO: We would prefer to have the arbitration.

CHAIR BRACKPOOL: So leave 1t open and have the
arbitration, so that if 1t’s a success and you win the
arbitration everybody wins?

MR. CASTRO: Yes. We --
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CHAIR BRACKPOOL: It seems to me --

MR. CASTRO: We don’t want to --

CHAIR BRACKPOOL: -- to be the sensible way forward.

MR. CASTRO: We don’t want to stop progress either.

CHAIR BRACKPOOL: Right. Right.

MR. CASTRO: We agree with you on that.

CHAIR BRACKPOOL: Right. Right.

MR. FRAVEL: But let me -- let me just say, were we
to lose the arbitration the result would be the same. We don’t
make enough money off of --

CHAIR BRACKPOOL: That’s a business decision that you
woulld be able to make.

MR. FRAVEL: 1 don’t want --

CHAIR BRACKPOOL: I°m not --

MR. FRAVEL: 1 don’t want somebody to come along
later on —-

CHAIR BRACKPOOL: I°m not --

MR. FRAVEL: -- and say, hey, you lost. Take your
ball and go home.

VICE CHAIR ISRAEL: You’re not -- you’re not going to
be obligated --

CHAIR BRACKPOOL: You’re not obligated --

VICE CHAIR ISRAEL: -- to operate your business.
CHAIR BRACKPOOL: -- to keep it open, even if you --
the arbitration. And -- and I understand, for the record, that
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that’s the situation there.

VICE CHAIR ISRAEL: Win or lose.

CHAIR BRACKPOOL: So it seems to me that if this is
the i1ssue, 1 just don’t think, as Commissioner Choper who --
this 1s his subject of great expertise, and | was able to speak
to him very briefly last night. And I said I really just want
you to fly in for this one issue. But he was not -- he was
not in the mood to do that the way he was feeling.

But, you know, if we’re down to this one issue, as he
said, you know, an arbitrator is going to be far more expert in
his ruling as to whether this applies, doesn’t apply to this
Board. This Board”s going to make a judgment but 1 don’t
believe it’s going to be based on the same level of expertise
that -- that an arbitrator would.

We have to resolve this and move on. And certainly
my position on this, and 1’11 let the other Commissioners
speak, my position on this would be that if the requirement
that the customer service reps are covered is included and that
we are going to have the arbitration and this Board is going to
be made aware, we’re going to have a report on that
arbitration, I guess at the October meeting it would be,
depending on where the arbitration falls and our Board meeting
falls in September, i1t would either be at the September or
October meeting, and these ADW licenses only last until this

December anyway, and we’re going to be having a rework, it
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seems to me that the safest and best thing for everybody
involved, my recommendation would be that we would agree to
grant them the license, but conditioned upon them executing the
agreement that included the customer service reps, but
understanding that that may change January the 1lst. It may
change January the 1st because of negotiations that we have as
to what the ongoing roles of labor should be in this. 1 hope
we can all improve the ADW position. And i1t may well choose --
change based on the -- on the arbitration provisions.

MR. CASTRO: May I speak?

CHAIR BRACKPOOL: Please, Richard.

MR. CASTRO: Richard Castro. When you’re talking
about negotiations you’re talking what’s going to happen in the
state legislature?

CHAIR BRACKPOOL: Uh-huh.

MR. CASTRO: Okay.

CHAIR BRACKPOOL: But, frankly, the state legislature
on the ADW issue i1s going to be substantially guided by what
all of the iInterested parties represented within this room come
up with. I mean, that’s going to form the basis for whatever
changes we want.

And as | say, | had a very direct conversation with
the speaker’s office as recently -- the governor’s offices on
the phone, as well, as recently as Friday. And | said that we

were going to be doing -- you know, we were going to try and
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rework as many of these clauses as we could that we felt
weren’t working, and that 1 would make a public commitment that
labor would have a seat at the table on those -- at those
discussions, and | think that’s critical.

MR. CASTRO: 1 would like one other clarification.
And, Brad, if I say this wrong, correct me.

Since we had the last meeting we wanted to card check
the people in Oregon. |1 asked for the address. And the
response that 1 got back from Brad was the current agreement
that we have now doesn’t allow for us to go up and card check.

Well, 1f he’s correct that it didn’t allow us to go
up and card check, i1t should have also been -- 1t -- he
shouldn”t have been allowed to conduct business.

CHAIR BRACKPOOL: Well, let me -- let me say this,
and let me ask --

MR. CASTRO: So I want to fix that.

CHAIR BRACKPOOL: Let me ask him the question,
because I don’t want you asking him the question. Let me ask
him the question. Because the way | read that exchange of
emails was they were actually being -- and maybe 1°m wrong.
But the way I read that is they were being pretty cute in
sending back, saying we don’t currently have a labor agreement
so there’s nothing to card check.

Is that what you were saying?

MR. BLACKWELL: Chairman Brackpool, it was not
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intended to be cute. | was merely pointing out the fact that
we do not have a current agreement. We -- we have had an
agreement for the last three years and there were, obviously --

CHAIR BRACKPOOL: But my —-- my --

MR. BLACKWELL: -- contractual obligations --

CHAIR BRACKPOOL: Leaving aside my editorial comment
my point was right, that your -- your -- if you had an executed
agreement tomorrow --

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: -- based upon what I’ve just
said --

MR. BLACKWELL: Then we have contractual obligations.

CHAIR BRACKPOOL: -- then they would be -- then they
would have to --

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: -- they would be able to go and
card check.

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: He was merely saying there’s not
currently an agreement | place.

VICE CHAIR ISRAEL: Well, wait. Aren’t you -- aren’t
you still conducting business based upon the tenants of the
previous contract that’s just been rolled over temporarily
while you negotiate this contract? So wouldn’t those -- that

contract be enforce?
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MR. BLACKWELL: I don’t think the contract is
enforce. And, in fact, the union was taking the position that

we should not be granted a license because the contract was not

enforce.

VICE CHAIR ISRAEL: So I°m being told we screwed up
by not --

CHAIR BRACKPOOL: Well, no, we screwed up. But
when --

VICE CHAIR ISRAEL: -- requiring --

CHAIR BRACKPOOL: -- when we allowed the -- them to

continue while this was there we said they are allowed to

continue with business until this hearing without a labor

contract.

VICE CHAIR ISRAEL: Oh, instead of --

CHAIR BRACKPOOL: That’s effectively what we’re
doing.

VICE CHAIR ISRAEL: -- retro? Instead of making
it —-

CHAIR BRACKPOOL: Well, you can’t extend the
existing -- so —--

VICE CHAIR ISRAEL: Yeah.

CHAIR BRACKPOOL: You can’t unilaterally extend an
agreement that’s been expired.

So to bring some -- before 1 try and bring some

sanity to the motion that I was going to make, Mr.
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Chillingworth.

MR. CHILLINGWORTH: Sherwood Chillingworth, Oak Tree.
I agree with Craig’s statement as to why we got into the --
into the white label game. In addition to that, too, we did
because we thought the owners and trainers would support our
white label because they’re getting more money out of our
proceeds, out of the bets made through OakTreeBets.com and
DelMarBets.com. That did not occur.

And one of the question raised here was do you have
to have a license as a race track in order to be a white label;
iIs that correct?

CHAIR BRACKPOOL: Well, I don’t think 1t was raised
like that. 1 think he raised it about DRF, saying were they
licensed to do business in California.

MR. CHILLINGWORTH: Correct. No. 1°m saying | think
the implication was because Oak Tree 1s -- Is -- does not have
a license this year to operate.

CHAIR BRACKPOOL: No. 1 think 1t was to do a DRF --

MR. CHILLINGWORTH: DRF?

CHAIR BRACKPOOL: -- is what I think --

MR. CHILLINGWORTH: Okay. So --

CHAIR BRACKPOOL: -- the question was about, so --

MR. CHILLINGWORTH: Anyway, I do want to say to -- to
Richard Castro, he has been a very good friend of the industry

over the last year or so. And | just want to congratulate him
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and tell him 1f —- 1T our giving up OakTreeBets.com would make
him happy we’re very happy to do that.

CHAIR BRACKPOOL: Well, 1 appreciate those comments.
I appreciate just as much, actually, Richard’s comments which 1
think are made In a spirit of the cooperation that this
industry needs, which is to say | don”t want to do something
just for the sake of it. And so although both Del Mar and Oak
Tree offered to give up those until the arbitrator has ruled 1
hear Richard saying, no, we think they should continue and the
arbitrator will rule how he rules because i1t”’s for the benefit
of the industry. And 1 think, on behalf of the Board, we very
much appreciate -- appreciate that.

We have to move on and we have to get this done. We
can’t be doing this every month. This is a short-term
extension we’re talking about because i1t’s only through the end
of December.

So 1 would like to make a motion that will be a
little muddled because 1 didn’t write it down in advance, but
I’m going to sort of combine a couple of motions, and that is
that 1 think we would -- and do I do this as part of their
applications? | probably do, don’t 1?

MS. WAGNER: Yes.

CHAIR BRACKPOOL: So -- so I think for this we’re
done, and then I do it as part of their applications when they

come back In front of us iIn five minutes.
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MR. MILLER: Robert Miller, staff counsel, the
California Horse Racing Board. Yes, that’s correct.
CHAIR BRACKPOOL: Okay. You’re intro was five times

longer than the, yes, you’re correct, but that’s okay.

But anyway, so | thank everybody for that. 1 think
we know where -- do I have any other Commissioner comments on
the i1ssue? 1 think we know where we’re going. But thank you

very much for your time.

MR. CASTRO: Can we ask a question about the Daily
Racing Form? Do they have a license to operate here in
California? Will they be a white label here in California?
They’re -- it’s not in the -- when you look at your agenda --

CHAIR BRACKPOOL: Well, it’s -- it’s not there
because i1t doesn’t --

MR. CASTRO: -- on number eight you don’t see --

CHAIR BRACKPOOL: It doesn’t have to be there, as far
as 1’m told. But counsel?

MR. CASTRO: That’s kind of what got is into trouble
with —-

CHAIR BRACKPOOL: Well --

MR. CASTRO: -- DelMar.com.

MR. MILLER: The question is does the
DailyRacingForm.com for you to be on the agenda for you to
raise the question?

CHAIR BRACKPOOL: No. No. No. No. Does -- does
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DRF have to be licensed in California to -- so that XpressBet
can offer a white label saying DRF.com?

MR. MILLER: No. They’re -- they’re -- it’s through
XpressBet as their licensee.

MR. GRESSETT: That’s correct.

MR. MILLER: And -- and this is a white label through
them. So, no.

CHAIR BRACKPOOL: Right.

MR. MILLER: Robert Miller, staff counsel.

CHAIR BRACKPOOL: So that’s why this arbitration is
crucial this year, and 1t’s why our continuing negotiations are
crucial this year. But you heard what 1 said. 1 said it
publicly and 1’11 say it one more time, labor is very much
having a seat at the table of these discussions as we go
through this and get this resolved.

MR. CASTRO: Thank you.

CHAIR BRACKPOOL: Okay.

MR. GRESSETT: Commissioner, Steve Gressett. And I
want to ask one question. Because when we were doing research
on various white labels we were calling around to various
companies. We called Penn National, which is apparently a
white label, and we inquired about whether we could open an
account In the State of California. And we were informed that
we could, but we couldn’t bet any California tracks, we

couldn”t be any Twinspires tracks, and we couldn”t be NYRA
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tracks, but we could bet all other tracks. So we have a white
label out there.

CHAIR BRACKPOOL: Penn -- Penn National is not a
white label. Penn National 1s a major gaming company that is
licensed In various states and does not have an ADW license in
front of us.

MR. GRESSETT: Well --

CHAIR BRACKPOOL: So -- but anyway, so that’s where I
think we -- that”’s where 1 think we are with -- with that one.

MR. GRESSETT: We~’ll talk to you some more about
that.

CHAIR BRACKPOOL: Exactly. Thank you. Okay.

So you two can sit here, although 1 am going to take
you separately.

So 1tem number seven i1s Churchill Downs. Well, I
have some additional questions for Churchill. So let’s --
let’s take it in the opposite order, if we can. |1”’m going to
do item number eight and then item number seven, just because 1
want to read my motion and not have to make It up twice.

So the motion would be on number, yes, number eight,
the motion would actually be -- and, Counsel, you’re going to
have to help me here a little bit -- we are going to allow
XpressBet a 2011 license, because i1t only goes through the end
of this December, the same as we awarded -- did we not, Jackie,

award TVG a license through December 31st?
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MS. WAGNER: That’s correct.

CHAIR BRACKPOOL: So December 31st, 2011.

MR. SCOGGINS: Thank you. 1 understand that.

CHAIR BRACKPOOL: Right. That we would award,
conditioned upon you executing the labor agreement proposed by
you on March the 2nd. And because 1 have not independently
reviewed that or verified that, that’s going to be upon an
assurance, and we will check 1t, that i1t iIs the same agreement
you had with them last year with the customer service rep
portion added.

MR. SCOGGINS: The March 2nd agreement did not
include the -- the customer service provision. The October
version that was sent out initially in the course of these
discussions did --

CHAIR BRACKPOOL: 1Is that --

MR. SCOGGINS: -- have that provision.

CHAIR BRACKPOOL: -- the only difference?

MR. SCOGGINS: That is the only difference.

CHAIR BRACKPOOL: Then i1t’s the October one that 1
want signed. 1 want -- whichever version It is it has to
include the customer service reps.

MR. SCOGGINS: Understood.

CHAIR BRACKPOOL: All right. And that should be sent
out to the union by the end of today because 1 assume it’s

sitting there ready to go. But 1’1l give you until the end of
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tomorrow --

MR. SCOGGINS: Thank you.

CHAIR BRACKPOOL: -- in case you’re traveling.

And one second, Richard.

And as long as there are no changes from the one
before then that agreement would be valid for this year.

MR. SCOGGINS: Okay.

CHAIR BRACKPOOL: Right. We will very much take into
account what that arbitrator says, as well as all of the other
discussions that would -- that would go. And I’m going to add
one thing about the union In a second. But, Richard?

MR. CASTRO: I1°m just trying -- Richard Castro with
Local 280. [I°m just trying to make it easier. How about if 1
call my secretary and have her get me over two blanks without
the provision of the subcontracting and adding the provision of
the customer service?

CHAIR BRACKPOOL: How ever you do it mechanically
1’11 let you work out with Greg, but --

MR. CASTRO: 1711 try and get that here --

CHAIR BRACKPOOL: But -- but I --

MR. CASTRO: -- in a couple of hours.

CHAIR BRACKPOOL: But we don’t -- we don’t need that.
So -- and 1°’m -- that agreement has to be executed by you and a
copy provided to CHRB staff by the close of business tomorrow.

MR. CASTRO: Okay.
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CHAIR BRACKPOOL: Okay. Because 1 can’t tell you
when they’re going to execute it. But as long as you’ve
executed i1t, It’s -- it’s there.

MR. SCOGGINS: That’s fine. | just have one question
for clarification purposes. You mentioned the arbitration
proceeding that will have a bearing on things. 1 totally
understand the issue of negotiations over changes to the ADW
law.

CHAIR BRACKPOOL: Uh-huh.

MR. SCOGGINS: 1I°m trying to get a sense as to your
view as to how the arbitration proceeding, other than affecting
our business plan of how many white labels we have, affects us?

CHAIR BRACKPOOL: That’s really the issue.

MR. SCOGGINS: Okay.

CHAIR BRACKPOOL: But, I mean, are they going to be
allowed? Are they not going to be allowed? Does 1t mean you
have to close down DRF? Does he come back with some ruling
that says, well, let’s think about how this works? [I’m just
saying there’s another piece of data that goes iInto our
decision making.

MR. SCOGGINS: Okay.-

CHAIR BRACKPOOL: We~’ll do that.

MR. SCOGGINS: Thank you.

CHAIR BRACKPOOL: So that’s the only XpressBet issue,

because we have all of their other documents --
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MS. WAGNER: That’s right.

CHAIR BRACKPOOL: -- apart from the labor. So did 1
really make a motion?

MR. MILLER: Why don”t -- why don’t I say it then.

CHAIR BRACKPOOL: Why -- why don’t you translate?

MR. MILLER: The California Horse Racing Board hereby
moves to grant a license to XpressBet, LLC, dba XpressBet.com,
premised upon the applicant providing a signed contract based
on the October version previously offered to Local 280, and to
do so within the next 48 hours.

MR. SCOGGINS: That’s fine.

CHAIR BRACKPOOL: So 1 would -- 1 would make that
motion. And do | have a second.

VICE CHAIR ISRAEL: Second.

CHAIR BRACKPOOL: Seconded by Vice Chair Israel. All

I favor?

ALL COMMISSIONERS: Aye.

CHAIR BRACKPOOL: Okay. Thank you.

MR. SCOGGINS: Thank you. And 1 just wanted to share
with you that -- my apologies for having a Blackberry on the

table. But 1 was getting confirmation from the client that
they are -- will pursue the -- the action that you’ve asked us
to do.

CHAIR BRACKPOOL: Well, and that means they -- they

are going to; right?
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MR. SCOGGINS: Yes, sir. Yes, sir. In a convoluted
way, my apologies.

CHAIR BRACKPOOL: And -- and you’re only allowed one
of these slide presentations a year, so you’ve used it up.

Now onto Churchill Downs. My concern is that 1 was
informed last week that contrary to what had been told to me at
the previous two meetings that actually Churchill has not
executed i1ts distribution agreements with the California
tracks.

MR. BLACKWELL: Brad Blackwell on behalf of
Twinspires.

Charrman Brackpool, when you say distribution
agreements 1 think you’re referring to simulcast agreements.

CHAIR BRACKPOOL: Uh-huh.

MR. BLACKWELL: And so those simulcast agreements,
think has -- has been discussed In the past, are a negotiation
with Monarch --

CHAIR BRACKPOOL: Right.

MR. BLACKWELL: -- who represents not only all of
California tracks, but tracks outside of California. So there
had been issues that are outside of California tracks that have
held up the signing of that agreement. But Twinspires | don’t
think suggested in the previous meetings that they had those
simulcast agreements. But what Twinspires did have was the

necessary hub agreement in order to satisfy the licensing
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requirements. Those simulcast agreements would dictate which
signals Twinspires would be able to offer via Twinspires. And
I should also say that those agreements also tie up all of
Churchill Downs facilities, the brick and mortar facilities as
well. So the -- the agreements that --

CHAIR BRACKPOOL: Well, they don’t tie them up if
they’re not signed.

MR. BLACKWELL: Right. But I -- what 1°m suggesting
is, is that those agreements are something separate from the
licensing requirements that dictates which signals can be
offered. And so 1t’s my understanding that it -- there are no
California issues remaining. And certainly if someone iIn this
room can correct me, that -- that there are issues that are
outside of California that’s preventing an overall agreement
that includes simulcast agreements for a number --

VICE CHAIR ISRAEL: You’re about to hit correctly.

MR. BLACKWELL: -- of facilities.

CHAIR BRACKPOOL: Well, let’s see. So let me ask Mr.
Daruty to respond to that, and then see what we’ve got.

MR. DARUTY: 1°m Scott Daruty. |I’m president of
Monarch Content Management. And as was just mentioned, we sell
all the simulcast signals for all the California race tracks to
out-of-state wagering locations.

Back in November of last year we sent to Twinspires

and to Churchill Downs simulcast agreements that would permit
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both Twinspires and other Churchill outlets to wager on the
Monarch Content, including all the California race tracks. At
this point those are still not executed.

There has been a flurry of activity prior to each of
the last three board meetings, once in January, once 1in
February, and then again last week, to try to push those across
the finish line. As of late last week we were told by
Churchill they still had some additional comments on the
agreements that they had not provided us yet. These are the
same contracts that TVG signed and the same contracts that
XpressBet signed.

With that background as to i1s there a specific iIssue
open today that -- that impacts California race tracks the
answer is, yes, there is. It relates to Twinspires operations.
And they have taken the position that when they take a bet from
the Louisiana market, as opposed to other markets across the
country, the economics of those wagers should be treated
differently, that they should pay a lower host fee, and also
pay a lower purse fee than is being paid by all the other
account wagering companies.

Just so you know, there is a similar relationship
that XpressBet has with Pennsylvania, and a similar
relationship that TVG has with both Pennsylvania and New York,
that if Twinspires were to prevail, in their view, we’d then

have to not only give Twinspires the lower pricing iIn
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Louisiana, but we’d have to give the other account wagering
companies the lower pricing in those other markets. So it all
sort of snowballs from there.

CHAIR BRACKPOOL: 1Is i1t further now the case that the
agreements are two-way, so without an agreement being signed at
any stage Twinspires could halt their own company-owned
content, Churchill, for instance, from anybody in California
making -- making -- could -- could our tracks continue to offer
Churchill content without this agreement being signed?

MR. DARUTY: Well, originally our thought was because
California sells a lot of content to a lot of Churchill
facilities, and then California also purchases from Churchill a
lot of racing content, that we would try to do a buy-sell deal
and cover both the sell and the buy at the same time and have a
contract done, and everybody’s in agreement and we move on for
at least a year, and we’re not up here having these
discussions.

There were issues that were bogging that down. So
ultimately we decided to try to separate to keep things simple,
let’s separate the buying from the selling. The contracts 1
was just referring to were purely sell side contracts that
would -- would make our content available to Twinspires and the
other Churchill platforms. We have not received any proposals
and are currently not negotiating to purchase the Churchill

content. The only race track that Churchill has running right
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now is Fairgrounds, and we have a contract in place for that.
What happens comes April when Churchill Downs Race Track,
Calder Race Course, and Arlington Park open, that will be
another negotiation that 1 suppose --

CHAIR BRACKPOOL: But surely we’re not going to find
ourselves -- maybe this is a question for Mr. Blackwell. We’re
not going to find ourselves in a position where you were able
to offer the Santa Anita content the entire winter on the basis
of we’ve got a couple of modifications to the agreement,
they’re coming, they’re coming, they’re coming, and then Santa
Anita stops running and all of a sudden Churchill is running
and the Derby is coming up, and you say, well, we’re not going
to allow you to -- to show that or bet on it because you
haven’t signed a contract?

MR. BLACKWELL: And I’m not privy or a part of those
negotiations. That’s on a separate side.

But 1 do want to also understand and -- and point
out, one issue iIs that, for Mr. Daruty, i1s it -- is the only
issue involving California the issue with Louisiana? And --
and one of the reasons 1 point that out is that -- that this is
not a change being requested by Churchill. These rates have
been 1n place over the previous years, and also have been under
the TOC approval for this upcoming year. So this -- my
understanding, based on what Mr. Daruty just explained, is --

IS a change that Monarch i1s now requesting on behalf of
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California tracks. It is a new issue that has not been open iIn
the past.

CHAIR BRACKPOOL: 1Is that the case?

MR. DARUTY: Well, the purse fee, the takeout
increase took effect on January 1st of this year. That’s the
first time we ever started imposing a purse fee. So he’s
correct, it —- it wasn’t in last year’s agreement.

CHAIR BRACKPOOL: But it was all part of that overall
discussion?

MR. DARUTY: Yeah. Well, it wasn’t discussed in the
past because it wasn’t relevant iIn the past. Now i1t is with
the new law.

CHAIR BRACKPOOL: Go ahead, Mr. Israel.

VICE CHAIR ISRAEL: I have to tell you, Mr.
Blackwell, 1°m not inclined to vote to grant you a license. In
fact, I’m not going to vote to grant you a license, and the
reasons are many.

First, when you merged with YouBet you closed their
offices iIn Woodland Hills. It made sense. It was synergy.

But you eliminated every job that Twinspires might have had iIn
California.

The second i1s when SB 1072 was put In place there was
an agreement reached by both XpressBet and TVG to do what the
tracks were doing, which was to provide all those additional

funds to purse structure for overnight purses. Twinspires
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refused to accept that deal and forced a different deal that
then had to be given to TVG and XpressBet so that they could --
they could compete equally in -- in the business. So
Twinspires was the recalcitrant one. You don’t have a labor
agreement, and i1t doesn’t seem to me that you’re as close to a
labor agreement as XpressBet 1is.

You -- 1 voted for XpressBet, which is owned by MID,
because MID employees hundreds and hundreds and hundreds of
union employees, as well as nonunion employees, in the State of
California. As far as I can tell Churchill employees none.

So you take a great deal of money out of horse racing
in California. And, frankly, but for the races that you supply
that are bet on here and -- and what money stays here, you
provide nothing. So I don’t see why we should let you do
business in California.

Frankly, the real downside to that is May 6th and May
7th, you know, big handle on the Oaks and big handle on Derby
day. The rest of the time, almost by your own admission at
Churchill Downs, you’re kind of irrelevant. You don’t even
want to be iIn the racing business.

So 1 don’t see any reason why we should let you
flaunt our laws, refuse to do business with our unions, and
depress the amount of money that was to go to increase purses
in —— in the -- in the face of all this. So I°m going to vote

no.
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CHAIR BRACKPOOL: Let me -- let me -- let --

MR. BLACKWELL: May 1 respond to those?

CHAIR BRACKPOOL: Yeah. You -- you can. But I want
to clarify one comment before you do that so that we can try
and narrow the focus of what we’re talking about. My
understanding by watching you nod, and perhaps I got it wrong,
during a labor discussion is that Churchill, Twinspires was
also prepared to execute --

MR. BLACKWELL: Absolutely.

CHAIR BRACKPOOL: -- a labor agreement along the same
time

MR. BLACKWELL: Absolutely.

CHAIR BRACKPOOL: So the labor agreement is not
the -- not the agreement; correct?

MR. BLACKWELL: Right. Right. Right.

CHAIR BRACKPOOL: You would accept that --

MR. BLACKWELL: We’re in a similar boat --

CHAIR BRACKPOOL: -- same condition --

MR. BLACKWELL: -- as XpressBet.

CHAIR BRACKPOOL: -- if this Board was to offer
you --

MR. BLACKWELL: Correct, Chairman Brackpool. And my
interpretation of what was -- the Board was instructing Is we

basically extend the agreement we had in place over the last

three years.
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CHAIR BRACKPOOL: As long as i1t has the customer
service.

MR. BLACKWELL: And it does have that portion in
there. So i1t would be merely extending the agreement that we
have 1n place, which we have been willing to do from --

CHAIR BRACKPOOL: Yeah.

MR. BLACKWELL: -- day one.

CHAIR BRACKPOOL: Do you employee any customer
service reps?

MR. CASTRO: No.

MR. BLACKWELL: Do we employee customer service reps?

CHAIR BRACKPOOL: Yeah.

VICE CHAIR ISRAEL: In California.

CHAIR BRACKPOOL: In California?

MR. BLACKWELL: Not in California, no.

CHAIR BRACKPOOL: No. That’s just --

MR. BLACKWELL: But if -- but if I may address some
of the points --

CHAIR BRACKPOOL: Please.

MR. BLACKWELL: -- regarding -- that Chairman Israel
[sic] pointed out. With regards to jobs, we did not cut every
YouBet job. There were 11 jobs that were transferred to
Mountain View, California. That’s where Twinspires is based,
is Iin Mountain View, California, obviously in the State of

California. There are about 25 high-paying jobs in California
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in Mountain View. There Is the expectation to continue to grow

jobs in California up to probably about 30 this year. So
there -- there are jobs --

CHAIR BRACKPOOL: Explain what that operation does.

MR. BLACKWELL: That operation is basically the
technology side of Twinspires. So we have programmers. We
have engineers. We have the executives. The president of
Twinspires 1s based 1n Mountain View, California. The vice
president of marketing is based on Mountain View, California.
The vice president of finance for Twinspires is based in
Mountain View, California.

CHAIR BRACKPOOL: So it wouldn’t be a very long trip

for the president of Twinspires to come to a CHRB meeting once.

MR. BLACKWELL: No. No.

CHAIR BRACKPOOL: Oh.

MR. BLACKWELL: And 1°m sure he would welcome that
opportunity --

CHAIR BRACKPOOL: It would be nice to --

MR. BLACKWELL: -- or the opportunity to -- to meet
with anyone else.

So there -- so there is a significant investment by
Churchill Downs in California. Those, again, are high-paying
jobs. They’re not union jobs. But they are jobs that were
created that there’s an intention to grow those jobs in

California.
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And as | pointed out, there were YouBet jobs that
were relocated to Mountain View. There are some employees that
have chosen not to -- to relocate but are being employed.

The other thing, you know, we obviously offer,
Churchill Downs and Twinspires, i1s —- is distribution of
California product. Our investment in the ADW business, which
includes two acquisitions, provides the broadest distribution
of California signals. So we think that certainly adds value.

And when we do business in California, taking wagers
from California customers, as has been pointed out In numerous
meetings, this i1s some of the lower economics for ADW providers
in the country. You know, 1 think numerous people pointed out
that we keep a nickel for every dollar wager, and that’s
without paying a salary, that’s without paying any marketing.
So there’s a significant investment in contributing back to
California tracks when we’re paying essentially a source market
fee from taking California wagers, you know, monies that go to
horsemen’s groups from those wagers. And so 1 would, you know,
respectfully disagree that, one, we are not Invested In
California and, two, that we’re not providing value to
California.

The third point that you raised was the change in
purses, where there was a change in the law this past year.

And it i1s correct that Twinspires, unlike TVG and XpressBet,

was negotiating how that change would effect the economics of
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horse racing. And that was also done with the understanding
that other ADW companies throughout the country had cut a deal
where they were sharing in that change. And so Mr. Daruty can
speak to that.

But 1t”’s my understanding that the likes of Penn
National that were raised earlier that’s in the ADW business,
that they had already cut a deal where they were receiving a
part of that. Brick and mortar facilities had already cut a
deal where they were receiving a part of that for wagers
outside of California. And Twinspires was not taking the
position that we were keeping anything inside of California.
It was looking at this from an iInterstate commerce standpoint
of we are distributing these signals throughout the states
where we pay taxes, we pay source market fees.

And so when this change was implemented we were
looking to follow what others had already done before us. And
so TVG and XpressBet does not always set the precedent for us
and we may not do business alike, but we were certainly looking
at how the other -- the rest of the industry and other ADWs
were handling that issue themselves.

CHAIR BRACKPOOL: Why -- why have these agreements
not been signed? We’re sitting here now in March and they
haven’t been signed. Every Board meeting -- and I’ve had
telephone calls from the president of your company before a

Board meeting saying, oh, terribly sorry for the last Board
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meeting.
MR. BLACKWELL: Right.

CHAIR BRACKPOOL: 1t will all be good at this Board

meeting.

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: But then there’s never an
agreement.

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: So why should this Board sit here
today -- you know what they say is that, you know -- you know,

once fooled and twice fooled and etcetera; right?

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: So why would we sit here today and
not believe that as soon as this meet ends you decide to lower
the boom?

MR. BLACKWELL: Right. And I understand that.

And -- and to your first question, Chairman Brackpool, 1 think
a big part of the reason why these agreements haven’t been
executed, and we can go back and look at -- at history where
these agreements have always been executed prior to a meet
running is that, you know, there has been the introduction of a
new party, Monarch, who’s negotiating on behalf of all
California tracks. And i1t’s —-

CHAIR BRACKPOOL: Yeah. But you’re asking --

MR. BLACKWELL: -- also negotiating --
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CHAIR BRACKPOOL: You’re asking us to vote on
something today and giving us a deadline because you need it,
but you don’t seem --

MR. BLACKWELL: What I°m saying --

CHAIR BRACKPOOL: -- to adhere to a deadline on the
other side. | mean, everybody else has signed. This isn’t

rocket science.

MR. BLACKWELL: Right. 1 understand that.
CHAIR BRACKPOOL: I mean, this is signing an
agreement. And, you know, you’re -- there are weeks and weeks

that go by without you even sending comments in. What takes so

long?

MR. BLACKWELL: And -- and I’m not aware and, again,
privy to -- to those discussions on the -- on the purchase of
the content. 1°m not a part of that. | understand there’s
been delays. |1 also understand the frustration by this Board.
And -- and my point is that -- that these agreements for
content does not impact Twinspires license. It certainly

impacts Twinspires ability to take wagers upon that product.
But it Is not contingent upon Twinspires having a license iIn
California and taking wagers on tracks that does have simulcast
agreements.

CHAIR BRACKPOOL: Well, i1f you think -- 1f you think
that -- that the actions of the parent company have no affect

on whether this Board believes that you are good corporate
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citizens and worthy of a license or not, then 1 would suggest
you’re very naive.

MR. BLACKWELL: And -- and I’m not suggesting. It

certainly impacts perception, and 1°’ve -- and 1°ve seen that
today. [1’ve seen that before. You know, Chairman Israel [sic]
voted against our application before. And -- and 1 appreciate

him explaining some of his concerns, and hopefully I’ve
addressed some of those concerns. [1°m certainly willing to
answer questions. And 1 share in your frustration in not
having these simulcast agreements in place. And certainly it’s
something that the last conversations | had with that team was
that, you know, they were making progress.

And it”’s my understanding again that there was not an
issue with the rate being paid to a California track. Mr.
Daruty just raised this Louisiana issue. And as | mentioned,
this was a change that was introduced by -- by Monarch. It was
a change to the rates that had been negotiated in previous
years for that business.

CHAIR BRACKPOOL: Other Commissioners?

COMMISSIONER ROSENBERG: Yes. One quick question.

CHAIR BRACKPOOL: Let me start with Commissioner
Rosenberg.

COMMISSIONER ROSENBERG: Who’s the team? 1 mean,
who -- who should be here who”’s not here to ask these

questions?
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MR. BLACKWELL: Well -- well -- well, the problem 1is,
Commissioner Rosenberg, is that, you know, I’m here on the ADW
side. And so whereas TrackNet Media, you know, represented
Churchill before, they would negotiate rates. Now we have
Monarch negotiating rates for California tracks. And then we
have employees who were formally a part of TrackNet back at
Churchill who were doing their jobs certainly before TrackNet
was formed that they will negotiate those rates.

CHAIR BRACKPOOL: Can you answer his question?

MR. BLACKWELL: 1It’s —-- it’s -- 1t’s part of
Churchill Downs simulcasting network. And it’s -- and 1t’s --
you know, there’s an individual who --

COMMISSIONER ROSENBERG: Yes.

MR. BLACKWELL: -- was formally with -- with
TrackNet, Patrick Troutman is typically who I think -- and Mr.
Daruty can mention to see 1T he negotiates with anyone else,
but it would be that individual. And, of course, you know, he
reports up through the chain to --

COMMISSIONER ROSENBERG: It just seems that, I mean,
I’ve heard this same question by Commissioner Brackpool before,
that if you can’t answer the questions as to your -- your
entity, the entity should have someone here who could answer
the questions, sort of what the delays are based upon.

MR. BLACKWELL: Right. And the only delay, again,

that I -- that 1 was aware of i1s the delay that Mr. Daruty
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mentioned in terms of the pricing for Twinspires taking wagers
from Louisiana residents --

CHAIR BRACKPOOL: Well, with --

MR. BLACKWELL: -- on California property --

CHAIR BRACKPOOL: With respect --

MR. BLACKWELL: -- was the only --

CHAIR BRACKPOOL: -- you haven’t signed the
agreement. Whatever reason you happened to give that week as
to why you haven’t signed the agreement may or may not be the
reason. There isn’t an agreement and California racing is
exposed, and that’s what concerns us.

MR. BLACKWELL: Right. And -- and as | mentioned,
that’s the only issue that 1°m aware of.

CHAIR BRACKPOOL: Well, it’s the only issue --

MR. BLACKWELL: 1If Mr. Daruty can --

CHAIR BRACKPOOL: -- you’re aware of. But those
three seats there should be taken by people who are,
apparently, iIn Mountain View of wherever they are.

VICE CHAIR ISRAEL: Or Louisville.

CHAIR BRACKPOOL: There’s no -- there’s no one to
respond. 1 mean, it’s just not acceptable for you to say I
don’t have any information or the authority to discuss that.

MR. BLACKWELL: Well, 1°ve mentioned the issue -- th
only issue that 1°m aware of as it relates to California

racing, and Mr. Daruty raised that issue, and 1 explained the

e
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history behind that issue.

CHAIR BRACKPOOL:

with that one -- that one
MR. BLACKWELL:

you’re --

CHAIR BRACKPOOL:

now saying that is the --

MR. BLACKWELL:

CHAIR BRACKPOOL:

MR. BLACKWELL:

So would you sign the agreement now
clause to be modified?

With that -- I’m not certain what

IT -- would you sign an agreement

I think we can sign --

-— only issue --

-- simulcast agreements that have the

correct rates in them. Yes.

CHAIR BRACKPOOL
MR. BLACKWELL:
your point --
CHAIR BRACKPOOL
MR. BLACKWELL:
another issue --
CHAIR BRACKPOOL
MR. BLACKWELL:
CHAIR BRACKPOOL
MR. BLACKWELL:
CHAIR BRACKPOOL
MR. BLACKWELL:
CHAIR BRACKPOOL

MR. BLACKWELL:

- Well, that’s not what 1 asked you.

And so I don’t know -- 1 guess to

: Because you don’t know.

-— Chairman Brackpool, there could be

:  Exactly.

-- that 1°m not aware of.
. Exactly.

So your point is taken.
:  Okay.

I would need to consult --
: Right.

-- to make sure that there are no
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other issues.

CHAIR BRACKPOOL: So we’re being asked to grant a
license to someone who doesn’t have the authority to tell us
what the issues are on his side?

MR. BLACKWELL: Well, 1°m -- I’m here to represent
Twinspires on the licensing issues. And the simulcast
agreement is not part of the licensing issue. The -- the
licensing i1ssues that I’m aware of were the hub agreement,
which has been submitted, and this outstanding labor agreement.
And so In the previous meetings the position of the CHRB was
that a license was being granted upon Twinspires entering into
the labor agreement. And I think that we’ve resolved this last

issue, the labor agreement, to where a Twinspires license --

CHAIR BRACKPOOL: 1 don’t think --

MR. BLACKWELL: -- those are the only --

CHAIR BRACKPOOL: -- Mr. Blackwell --

MR. BLACKWELL: -- outstanding issues of -- for

Twinspires.

CHAIR BRACKPOOL: Mr. Blackwell, 1 don’t think any
Commissioner up here, because I certainly didn’t until 1 was
informed last week, had any belief that the agreements that
which were supposed to be signed iIn January and were signed by
every other party, had not been signed or even commented on by
Churchill. And 1 think had we known that there may have been a

very different view.
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Before 1 finish, Commissioner Harris.

COMMISSIONER HARRIS: 1 just wanted to clarify. As
you know, the -- the bill that passed last year that
essentially increased takeout on exotics, that was a tough

decision for -- for a lot of different entities. But the

concept was that all of that money would go into purses because

of the horse population and the bad economic situation.

But you’re saying to really make that work that
needed to be passed on in the simulcast agreements. | guess
Monarch”s negotiated and I assume they didn’t get it all but

they got most of 1t. But are you -- you saying that you’re

not -- you want to pay less iIn your simulcast agreements than
XpressBet?

MR. BLACKWELL: 1 don”t -- I don’t think that’s
what -- 1 don’t think that’s what we’re saying in terms of --

CHAIR BRACKPOOL: 1 think --

MR. BLACKWELL: I don’t fully understand the
question, why we’re paying less than XpressBet. 1It’s my

impression that all the national ADWs are paying the same
amount --
VICE CHAIR ISRAEL: No. No. No. He’s --
MR. BLACKWELL: -- for content and --
VICE CHAIR ISRAEL: What -- what happened was --
COMMISSIONER DEREK: Yes.

VICE CHAIR ISRAEL: -- XpressBet and TVG agreed to
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pay 100 percent of the increase to purses, In other words, not
to deduct --

MR. BLACKWELL: Right.

VICE CHAIR ISRAEL: -- their five percent or whatever
It was.

MR. BLACKWELL: Right.

VICE CHAIR ISRAEL: Okay. In the negotiations
Twinspires refused to go along with that, refused. And if
somebody back there participated in the negotiations says 1°m
incorrect 1’11 -- 1’11 correct myself.

Twinspires then established the criteria by which the
other two -- two companies had to operate because they would
have been put at a competitive disadvantage had they continued
to send 100 cents of every one of those dollars back to
California for purses. You were the recalcitrant party iIn that
negotiation. And -- and because of that they weren’t able to
conclude the negotiations successfully.

Now Scott was a party to that. Am | incorrect or
correct?

MR. DARUTY: Correct.

VICE CHAIR ISRAEL: Okay. That’s -- that -- you were
the obstacle.

MR. BLACKWELL: In -- Vice Chairman Israel,
Twinspires negotiated those rates. When you say refused to

pay, It was a negotiation. As I mentioned, the precedent had
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already been set with other ADWs and other distributors that
there was a negotiation in terms of how that takeout was
shared.

VICE CHAIR ISRAEL: Well, but what happened, as 1
understand 1t, is you leveraged Hollywood Park. Hollywood Park
needs the Kentucky Oaks and the Kentucky Derby to have a
successful meet. And now maybe I°’m mistaken here, somebody can
get up and correct me, but there was an implication that there
would not be a signal and bets wouldn’t be taken from Hollywood
Park and from California on the 6th and the 7th of May were
California not to go along with what you dictated to be the
terms of the agreement.

MR. BLACKWELL: And I°’m not aware of that. And

certainly we would welcome Hollywood Park to -- to speak to
that i1ssue 1f -- 1f that was communicated.

CHAIR BRACKPOOL: 1 guess -- did you have something
to say?

COMMISSIONER DEREK: Huh-uh.

CHAIR BRACKPOOL: 1 guess we’re sitting here at this
stage and -- were you coming up to answer that question?

MR. WYATT: As far as --

CHAIR BRACKPOOL: Name and --

MR. WYATT: Eual Wyatt, Hollywood Park. I know
nothing of the question that you asked. 1 don”’t know of any of

that to be the fact.
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CHAIR BRACKPOOL: Okay. Thank you. 1 mean, | guess
it’s —— it’s sort of like, you know, one’s child not delivering
the homework or something. | mean, at the end of the day you
can’t just keep saying | promise 1’1l do 1t next time, I
promise 1”11 do It next time. There’s got to be a consequence;
right?

MR. BLACKWELL: And, Chairman Brackpool,
respectfully, the i1ssue before us was a labor agreement.

That’s what we were here to discuss today. And we have
addressed this issue. | know --

CHAIR BRACKPOOL: Well, 1t’s all very well --

MR. BLACKWELL: -- Vice Chairman Israel suggested
that t--

CHAIR BRACKPOOL: Excuse me.

MR. BLACKWELL: -- that we were further apart --

CHAIR BRACKPOOL: Excuse -- excuse me. You don’t get
to —-

MR. BLACKWELL: -- but we’re ready to execute that.

CHAIR BRACKPOOL: You don’t get to say what’s before
us. What’s before us is granting a license to someone we
believe should be granted a license. An outstanding issue
we -- sorry. The outstanding issue, we believed, was the labor
agreement.

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: We’re now informed that your parent
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company and all of 1ts nonexistent representatives here have
been refusing to comment or sign the agreement. So if we grant
you a license today when do 1 think those agreements are
showing up? How’s that negotiation going?

MR. BLACKWELL: And I want to ask Mr. Daruty to -- to
characterize on the record if that is what’s been taking place.
There’s been a refusal to comment.

CHAIR BRACKPOOL: Well, let’s ask Mr. Daruty.

MR. DARUTY: Scott Daruty. So we went through this
tension over what the purse fee was going to be around the time
of the Santa Anita opening. And we ultimately decided is
California racing can make a concession. That was kind of
early January.

We sent agreements at the time. And by the -- the
January Board meeting here | came before the Board and I said
we don’t have the agreements signed but we’re talking and we
assume we’ll have one shortly. There are two specific
agreements. There’s a simulcast agreement which every outlet
signs, and there’s an account wagering agreement which adds
some specific provisions for companies that conduct account
wagering, such as Twinspires.

So i1In January we were undergoing a dialogue. 1
thought we would get them resolved quickly. As we approached
the February meeting we had still not received comments back

from either of those documents. We requested several times,
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you know, can you give us our comments? Let’s move it along.

Right before the February meeting we received
comments on the simulcast agreement with a statement that they
wanted to send us an addendum to the simulcast agreement
containing some extra stuff, and we said, fine, we’ll look it
when 1t comes, and they also had to send us comments to the
account wagering agreement.

I apologize about the detail, but 1 just want you to
understand exactly where we are.

We did get the simulcast agreement comments. We were
waiting in February for the addendum and for the comments to
the account wagering agreement. Last Thursday we got the
addendum. We looked at it. It was very easy to resolve and we
had it resolved by Friday, and we were told we would have the
comments to the account wagering agreement.

So we’re here today. We have two of the three of
them done. We seem to get one done every month. And it
shouldn”t be difficult. It —-- 1t -- worked through the
addendum in a matter of hours. 1 would expect the same thing,
unless they ask for something really crazy in the account
wagering agreement.

CHAIR BRACKPOOL: Who are these comments coming from?
Are they coming from these three people here at Twinspires or
are they coming from Churchill Downs?

MR. DARUTY: Churchill Downs has a simulcast team
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that’s based i1n Louisville, and so we’ve been working with
them. 1t’s just been hard to get their attention unless we’re
right before a Board meeting.

CHAIR BRACKPOOL: Well, we can get their attention.
That’s the issue In --

MR. DARUTY: For me it’s been hard.

CHAIR BRACKPOOL: That’s the issue in front of us
right now. | mean, let me ask this question, I mean, you know,
I understand how painful it would be to Twinspires if we got
their attention. You know, we’re here to protect California
horse racing.

You know, what -- what thoughts would you give us
on -- on how tough our actions should be here?

MR. DARUTY: Well, based on -- based on the
experience I’ve seen with the first two of the three documents
there weren’t really substantive problems. 1t was a timing and
attention problem. So I would hope that, you know, given at
least the Twinspires representative now sees how important this
is to this Board and this industry here in California I would
hope that we’d have their attention and the comments to the
account wagering agreement shortly and would have it signed in
the next 72 hours. 1 certainly think that’s within reason.

There -- there -- there still is, however, this --
the only substantive issue | am aware of Is -- is the fact that

XpressBet and Twinspires were originally -- or, I’m sorry,
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XpressBet and TVG were originally willing to pay 100 percent of
the takeout increase. Right. Vice Chairman Israel talked
about that. We all agreed on a lower amount at the request of
Twinspires.

Now we have this issue iIn Louisiana where they’re
saying, well, in Louisiana we want it even lower still. And
that creates problems, because if we do that in Louisiana then
TVG has every right to say, well, why don’t we get the same
treatment in New York and Pennsylvania and some of our special
jurisdictions.

So that’s the only substantive issue of which 1°m
aware.

CHAIR BRACKPOOL: Okay. Commissioner Harris?

COMMISSIONER HARRIS: Yeah. 1t’s further bothersome
that originally Churchill opposed this legislation.

COMMISSIONER DEREK: Yeah.

COMMISSIONER HARRIS: And now that it -- It passed
they’re trying to get a windfall out of i1t that was never the
intent. I mean, if -- 1f -- 1f you don’t pay at the purses
It’s -—- 1It’s —- it’s more for -- for Churchill. But i1t seems
like 1t’s counter to the whole intent of the legislation. And

maybe, you know, a deal had to be cut with TVG and XpressBet.

But 1t seems like that -- I mean, they -- the least you could
do is go along with that. And, I mean, the whole comments on
ADW, the ADWs are what we’re meeting here today about. 1 mean,
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that’s -- that’s what you need to get out there.

CHAIR BRACKPOOL: Commissioner Derek?

COMMISSIONER DEREK: Yeah. 1°m confused about one
thing. |Is this the first time that the Board has heard that
we’re not getting 100 percent of the takeout?

CHAIR BRACKPOOL: No.

VICE CHAIR ISRAEL: No.

COMMISSIONER DEREK: No, it’s not?

CHAIR BRACKPOOL: No.

COMMISSIONER DEREK: 1Is there no way --

CHAIR BRACKPOOL: No. But it’s the first time we’ve
heard that they’re --

COMMISSIONER DEREK: How it happened.

CHAIR BRACKPOOL: -- trying to lower it even further
by Louisiana because --

COMMISSIONER DEREK: 1°d like to go back up.

COMMISSIONER HARRIS: Yeah. I think we are in in-
state wagers --

CHAIR BRACKPOOL: We’re 100 percent.

COMMISSIONER HARRIS: -- in California.

VICE CHAIR ISRAEL: We’re 100 percent --

COMMISSIONER HARRIS: But 1t’s --

VICE CHAIR ISRAEL: -- iIn-state. Yeah.

COMMISSIONER HARRIS: -- everything going out of

state --

Ehlert Business Group
(916) 851-5976

148




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

VICE CHAIR ISRAEL: But it’s a question of scale.
The -- the -- as I understand it, the residents of California
who bet on California races on ADW platforms by and large bet
through TVG and XpressBet and there are a diminimis number
Twinspires” customers. However, out of state Twinspires
business is considerably larger, so they would -- they’re --
they’re more adversely impacted by those out-of-state wagers
than they would be by the iIn-state wagers. And that --

COMMISSIONER ROSENBERG: Mr. Chairman?

VICE CHAIR ISRAEL: There’s -- there’s just --

CHAIR BRACKPOOL: Commissioner --

COMMISSIONER ROSENBERG: Yeah.

CHAIR BRACKPOOL: Commissioner Rosenberg.

COMMISSIONER ROSENBERG: 1°m not clear on the -- on
the ramifications of rejecting this license, but 1 tend to
agree with Commissioner Israel’s position, maybe modify it
slightly by a time deadline of the end of this week or, you
know, 72 days, by close of business on Friday.

CHAIR BRACKPOOL: Right. Right.

COMMISSIONER ROSENBERG: Otherwise it will expire.

CHAIR BRACKPOOL: I agree.

Mr. Daruty, before we conclude our discussions up
here, one final comment.

MR. DARUTY: 1 just wanted to make one -- one last

comment. In the simulcast world i1t’s a fairly small world. We
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do work very frequently with the Churchill Downs simulcast
team. 1 will say 1 am confident that as long as we get a
little bit of their attention in the next couple of days we
should, you know, be able to wrap this up. So, you know, 1
would like the Board to consider that. | do think we’re going
to get there. | think it’s just been delays I can’t explain.

COMMISSIONER HARRIS: This is so frustrating, though,
because 1’ve been on this Board for years. And i1t seems like
nothing ever gets done until the gun is cocked at someone’s
head and then finally maybe somebody’s going to do something.
But -- but --

CHAIR BRACKPOOL: 1 understand.

COMMISSIONER HARRIS: -- it’s a little frustrating.

CHAIR BRACKPOOL: But, well -- well, look, I believe
that our number one priority here is to protect California
horse racing and California horsemen. So obviously 1 want to
make sure that we offer the widest possible forum for people
betting on those races. So I would like to see, you know,
Twinspires be able to offer those -- those bets. 1 think you
should at the next Board meeting have -- and we”’ll make this an
agenda item -- but you should have these guys show up, tell us
who they are, where they are iIn California, what they intend to
do about jobs in California, promote the sport in California.
I think that would be really good.

I would be prepared to make a motion that subject to
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the labor provision -- and, Counsel, do you want to read that
again for these or can I make i1t subject to the -- the one we
did before?

MR. MILLER: Yes, 1 think you could. Robert Miller,
staff counsel. Yes, I think you can make a motion along these
lines that --

CHAIR BRACKPOOL: 1°m going to add one more condition
to 1t, but carry on.

MR. MILLER: -- that the --

CHAIR BRACKPOOL: They enter into a labor agreement.

MR. MILLER: -- the application of Churchill Downs
Technology Initiatives Company, dba Twinspires.com, IS hereby
granted a license until the conclusion of this year on
condition that Twinspires enters into a contract with Local
280, along the lines of the October version discussed.

MR. BLACKWELL: And if I may, | think to be very
clear and -- and simple with regards to both Twinspires and
XpressBet on that issue, is If we merely extend the agreement
that we’ve had in place over the last three years. Because if
we start circulating a full agreement it’s going to slow down
the process of someone having to review to make sure it’s the
exact same language. But I think similar to what Local 280
submitted that TVG signed is just an extension referencing that
date and that agreement. And so I would certainly be open --

but I think that keeps i1t very simple where 1t’s a one-page
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extension and parties could sign that as quickly, you know, as
today without having to spend much time to review It --

CHAIR BRACKPOOL: Well --

MR. BLACKWELL: -- and we don’t get caught up in the
whole subcontracting issue --

CHAIR BRACKPOOL: If -- if the mechanics are

acceptable to Local 280, and they’re -- they’re not here,

but --

MR. CASTRO: We’re here.

MR. BLACKWELL: Yes, they’re here.

CHAIR BRACKPOOL: -- 1f the mechanics of that are
acceptable to you, Richard, then I will go there. If not, then

I want to go the other way.

MR. CASTRO: No. We~”ll go along with your pleasure.

CHAIR BRACKPOOL: Well, 1t’s not my pleasure. Is it
your pleasure?

MR. CASTRO: Yes.

CHAIR BRACKPOOL: That works for you?

MR. CASTRO: 1It’s our pleasure too.

CHAIR BRACKPOOL: Right. Thank you.

MR. CASTRO: Richard Castro, Local 280.

CHAIR BRACKPOOL: Double your pleasure. And --

MR. MILLER: Very well. And then the -- the motion
is as follows --

CHAIR BRACKPOOL: Would be --
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MR. MILLER: -- that the Twinspires.com license be
granted for the remainder of calendar year 2011 based on an
extension of the prior labor agreement with --

CHAIR BRACKPOOL: Local 280.

MR. MILLER: -- Local 280, and a condition added by
the Chairman.

CHAIR BRACKPOOL: The condition that all agreements
pertaining to the simulcast of California racing with Monarch
be executed by both sides and delivered to this Board by this
Friday the -- whatever this Friday is --

VICE CHAIR ISRAEL: The 18th.

CHAIR BRACKPOOL: -- the 18th of March at 11:00
a.m. --

COMMISSIONER HARRIS: Or what?

CHAIR BRACKPOOL: -- or the license is suspended at
that stage, the license i1s suspended. 1°ve had enough of this.

This iIs just nonsense.

MR. BLACKWELL: And now, Chairman Brackpool, if 1
may, just for clarification, 1f there is an issue that’s
outside of California racing -- because, again, Monarch
negotiates on behalf of tracks outside of California. So if
there are issues outside of California I’m assuming that this
motion only covers entering Into an agreement for California
racing. It’s not --

CHAIR BRACKPOOL: 1t’s any races --
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MR. BLACKWELL: -- an agreement with Monarch.
CHAIR BRACKPOOL: -- bet on California --

MR. BLACKWELL: Right.

CHAIR BRACKPOOL: -- or -- in California --

MR. BLACKWELL: Correct. Okay.

CHAIR BRACKPOOL: -- because that’s all we’re here to
do.

MR. BLACKWELL: Correct.

CHAIR BRACKPOOL: But at 11:01 on Friday if there’s
no agreement in place you wouldn’t be allowed to take -- this

license will be revoked.

COMMISSIONER ROSENBERG: Second.

VICE CHAIR ISRAEL: But you need to understand, it’s

even the races run outside of California, if they’re bet on in

California --

business

CHAIR BRACKPOOL: Yeah. You won’t be able to do
in California at 11:01.

VICE CHAIR ISRAEL: So the Louisiana -- in other

words, don’t get cute. The Louilsiana issue is in play here.

COMMISSIONER ROSENBERG: 1711 second the motion.

MR. BLACKWELL: 1I’m just wanting to clarify, is the

only thing, so --

VICE CHAIR ISRAEL: Yeah.
CHAIR BRACKPOOL: That’s all.

VICE CHAIR ISRAEL: 1t’s 1n play.
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CHAIR BRACKPOOL: Yeah. Commissioner Rosenberg will
second the motion. All in favor of that motion?

COMMISSIONER ROSENBERG: Aye.

COMMISSIONER MOSS: Aye.

COMMISSIONER HARRIS: Aye.

CHAIR BRACKPOOL: Aye.

COMMISSIONER DEREK: Aye.

CHAIR BRACKPOOL: All against?

VICE CHAIR ISRAEL: Nay.

CHAIR BRACKPOOL: So five in favor, one against.
That conditional motion will carry. Thank you. This --

COMMISSIONER HARRIS: 1 can’t --

CHAIR BRACKPOOL: This --

COMMISSIONER HARRIS: Just to clarify, your nay was
you didn’t feel i1t was you didn’t feel i1t was strong enough?

VICE CHAIR ISRAEL: Yeah. | think they shouldn’t
have a license today.

CHAIR BRACKPOOL: This concludes the open portion of
this meeting. We’re now going to adjourn into closed session
before coming back to close. Thank you.

(Thereupon the California Horse Racing Board Regular Meeting
went into a Closed Session at 12:31 p.m., then was Adjourned.

-000-

)
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TRANSCRIBER”S CERTIFICATE

I, Martha L. Nelson, attest that the foregoing
proceedings were transcribed to the best of my ability.
I further certify that 1 am not a relative or
employee of any attorney of the parties, nor
financially interested i1n the action.

I declare under penalty of perjury under the
laws of the State of California that the foregoing is

true and correct.

Dated this 21st day of March, 2011.

/s/ Martha L. Nelson

CERT**00367
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