10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MEETI NG
STATE OF CALI FORNI A

HORSE RACI NG BOARD

LOS ALAM TOS RACE COURSE
4961 KATELLA AVENUE

LOS ALAM TGOS, CALI FORNI A

THURSDAY, MAY 26, 2005

3:00 P.M

CAROL MATHER

HEARI NG REPORTER

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

APPEARANCES
BOARD MEMBERS

John Harris, Chairperson

W 1liam Bi anco, Vice Chairman
Ri chard Shapiro, Menber

John Sperry, Menber

SSSS

STAFF

Ingrid Fermn
Jacki e Wagner
Tom Robbi ns

Paul Porter
Chris Korby

Joe Barkett
Corey Qakl ey
Reagan

Ri ck Baedeker
Jack Lee Bow [ phoneti c]
Pai ge Nobl e

Ri chard Gonzal ez
Guy Lanot he

Di ck Gonzal ez
Ron Charl es

St eve Ml nar

Roy Manomi

S5555553333333355

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I NDEX

AGENDA

| TEM

1

Di scussion and action by the Board on the
application to conduct a Horse Racing
Meeting of the Del Mar Thoroughbred C ub
at Del WMar, commencing July 20 through
Sept enber 7

Di scussi on and action by the Board on the
application to Conduct a Horse Racing
Meeting of the Sol ano County Fair at
Val | ej o commencing fromJuly 13 through
July 25

Di scussi on and action by the Board on the
application to conduct a Horse Racing
Meeting at the Sonoma County Fair at
Santa Rosa commencing July 24 through
August 8

Di scussion and action by the Board on the
adj ustment of the current allocation of
Nort hern Fair and Thoroughbred Race dates
for 2005

Di scussion and action by the Board on the
request of the Los Angeles County Fair to
amend their 2005 allocation of fair dates

Publi c hearing by the Board on the

adoption of the regulatory anmendment to

CHRB Rul e 1433, application for licensing to
conduct a horse racing neeting

Public hearing by the Board on the adoption
of regulatory amendnent to CHRB Rul e 1887

Publi c hearing by the Board on the adoption
of the regul atory amendment to CHRB
Rul e 1976.9

A. Public hearing by the Board on the
adoption of Attachnent B to
Rul e 1976.9, Pick (N) Poo

PAGE

12

18

21

22

23

46

47

53

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| TEM

AGENDA ( CONTI NUED)

Approval of service stewards and officia
veterinarian contracts

10. Report to handle and attendance for al
2005 for year-to-date on the California
Raci ng

11. Report for Los Angeles Turf Club at
Santa Anita from Decenmber 26, 2004,
t hrough April 18, 2005

12. Report by Ad Hoc Conmittee on Harness
Raci ng and Quarter Horse Racing

13. General business and other conmunication

14. A d business

ADJ OURNMENT:

REPORTER' S CERTI FI CATE

PAGE

59

61

74

78

80

82

85

86

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BOARD MEETI NG | NTRODUCTI ON
3:00 P.M
Ladi es and gentlenen, will the neeting cone to
order, please. This is a regular neeting of the
Cal i fornia Horse Raci ng Board on Thursday, May 26, 2005,
at Los Alanmitos Race Course, 4961 Katella Avenue, Los
Al am tos, California.
Present at today's neeting are:
Chai rman John Harris
Vi ce- Chai rman W |iam Bi anco
Conmi ssi oner Richard Shapiro
Conmmi ssi oner John Sperry
Before we go on to the business of the neeting,
I'"d like to ask everyone to please state your nane and

organi zation clearly for our court reporter

PROCEEDI NGS

3:33 P.M

EXECUTI VE DI RECTOR FERM N: If the nmeeting could
come back to order, please. Just before M. Harris
takes over -- our court reporter, just a rem nder, she
had asked that we state our names very clearly, spel
them And if you're quoting sonething or froma rule,

if you could give her a heads up on what it is.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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She wants to nmake a very clear transcript
for us. So hopefully we'll have everybody's
cooperation. Thank you.

CHAI RPERSON HARRI'S: | would like to wel cone
everyone to our neeting. Thank you, Los Alamtos, for
hosting this today. W're a little bit short field,
which is somewhat typical of California. So we will not
have Superfecta or Trifecta nmeeting -- four votes. But
we do have a quorum of four people, and we need four
votes to pass anything through

The first itemis discussion and action by
the Board on the application to conduct a Horse Racing
Meeting of the Del Mar Thoroughbred Club at Del WMar
comrenci ng July 20 through Septenber 7.

REGULATI ONS LEG SLATURE MANAGER WAGNER:  Good
afternoon. Jacki e Wagner, CHRB Staff.

The application before you is fromthe De
Mar Thor oughbred Club. They have filed their
application to race fromJuly the 20th through Septenber
7th, for 43 days, which is the same nunmber of days that
they raced in 2004. They are proposing to race a tota
of 371 races or 8.6 races per day.

They will be racing six days per week
Wednesday t hrough Monday, which is eight days -- on the

weekdays, and nine races on opening day, on certain

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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weekend days, and 10 races on certain weekend days,
Labor Day, and closing day.

They are proposing a 2:00 daily post tine.
However, there will be exceptions on specific days. On
August 21st their post tinme will be 1:00. On Friday,
August 19t h, 26th, and Septenber 2nd, they're proposing
a 3:30 p.m post time, and on Friday, July 22nd, 29th,
and August 5th, August 12th, they're proposing a 4:00
post tine.

This application is conplete except for the
TOC agreenent, which | understand is in negotiations.
And staff would recommend that the Board approve the
application contingent upon us receiving the additiona
i nformati on.

CHAI RPERSON HARRI'S: Any comments or questions on
this application? Wen to introduce that the horsenen's
agreenent be done?

REGULATI ONS LEG SLATURE MANAGER WAGNER: |
believe they're in negotiations right now |'mnot sure
when they're expecting to be conpl et ed.

CHAI RPERSON HARRI'S: We usual Iy al ways get worked
out. Let's be sure to let the Board know when anyt hi ng
that's out does get that approval.

REGULATI ONS LEG SLATURE MANAGER WAGNER: | will

do that. Usually they're very good about letting us

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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know when the missing information is supplied, and
wi |l make sure that the Board is aware that we receive
this information.

COW SSI ONER SHAPI RO | think that we ought to
i nsist that the horseman's negotiations are conpl eted by
the tine that we approve these applications. | know
that it's just a matter of tinme until it gets done.
Peopl e know that neeting date, but | would suggest that
perhaps in the future to make the applications conplete
that we do that.

MR. LAMOTHE: The contract is all in order. The
Presi dent was not able to sign it before he left out of
the country, but we appreciate your comments as far as
the tine in this in the future.

COW SSI ONER SHAPI RO  Are the parties agreed as
to the terns, just awaiting a signhature?

MR. LAMOTHE: That's correct.

COW SSI ONER SHAPI RO.  Thank you.

CHAI RPERSON HARRI'S: One thing will be unusua
for this nmeet is, you' re overlapping. Cal Expo Racing
will be at another fair. |'mnot sure what -- Cal Expo
Har ness and Harness Racing -- is it racing day or night,
or what are they going to do during the state fair?

COWM SSI ONER SHAPI RO: Ni ght

CHAI RPERSON HARRI S: Okay. So racing at night.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Coming in -- that is really handled by the fair. De
Mar didn't really get involved in that. Do they -- |
t hi nk.

COWM SSI ONER SHAPIRO: | think you're right. Can
I just ask also, on Exhibit 7, there were two notes here
which said, "Wthin the U S. the Del Mar Thoroughbred
Club is working with Northern California Coordinator --
Si mul cast from New York Association." There are two
notes, both of which say, "We will notify the Board as

soon as possible if changes occur,” and the second one
again. And | didn't understand what these notes neant.
Do you know what they are referring to?
DI RECTOR OF RACI NG ROBBINS: Tom Robbi ns,
Director of Racing Del Mar Thoroughbred C ub
Craig Fravel could not nake it today. And
I'mhere to try to answer any questions or sone
gquestions. | also have sone very capabl e people from
the Del Mar Thoroughbred Cl ub behind ne, and |I'm going
to dish off this question to M. Paul Porter
S| MULCAST DI RECTOR PORTER:  Paul Porter,
P-o-r-t-e-r, I'mthe Sinul cast Director at the
Thor oughbred Cl ub
Those notes were posted sinply just to |et

you know that | amin the process of signing the

agreenents with NYRA and -- | believe it's Harlington

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Park. And since | don't have those particular contracts
signed at this nmonent, | thought I'd just note that
there at the bottom

COWM SSI ONER SHAPI RO:  Okay.

CHAI RPERSON HARRI'S: One thing. This is the
first time |'ve seen it. It's confidential information
on the different rates that signals are being sold for
As part of the overall protocol, are those rates
approved by the TOC, or the tracks just do those
t hemsel ves?

SI MULCAST DI RECTOR PORTER: The TOC. And
whenever | seek an approval for any type of sinulcast
agreenent, | seek that approval with the TOC and the
CHRB.

COW SSI ONER SHAPI RO | have one question that |
think M. Robinson can answer, which is, Wat procedures
are being taken to nmake sure that there's a clear |og of
what horses are shipping in and shipping out? Jackie,
do you know?

REGULATI ONS LEG SLATURE MANAGER WAGNER: | ' m not
exactly sure what the procedure is at Del Mar, but |
believe they're foll owi ng what every other track is
following. The stable gate person is supposed to be
keeping a | og of those horses shipping in and shi pping

out .
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We are going to be inplenenting very
shortly -- finalizing our new procedure, which wll
require also that the trainer sign the departure slip
for those horses that are leaving, and if they that have
no signature, those horses will not be able to |eave.

So I"'msure the Del Mar is indeed follow ng sone
procedures.

Also, we are going to be requiring that
those records that are being kept at the stable gate be
supplied to the stable office and be nade available to
the CHRB at our request.

EXECUTI VE DI RECTOR FERM N: | might just add that
I have talked to M. Robbinson and Bridget Crawford at
Del Mar, and we've gone over all the recomendati ons
that CHRB has |isted that we want in there in conpliance
and willing to do everything that we've said.

Also, | wanted to add, when you nentioned
the inplications, there may be a couple things m ssing.
So there's a little disadvantage for this first nonth.
And with the exception of fire inspections for the
fairs, everything else is expected to be conplete from
now on.

COW SSIONER SHAPIRO | think this was a very
conplete application. Actually, | was inpressed with

some of the information that was provided to us, but |
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believe -- | think we should make sure that we
under stand what the ship-in and ship-out procedures are
and see if the recommendati ons that we put forth are
being i nplemented in each track
I'"d nove to approve this if there are no
ot her comments.

CHAI RPERSON HARRI'S:  Second to approve the De
Mar application. All in favor?

(Ayes.)

CHAI RPERSON HARRI'S: The next itemis Application
to Conduct a Horse Racing Meeting of the Sol ano County
Fair at Vallejo, fromJuly 13 through July 25.

REGULATI ONS LEG SLATURE MANAGER WAGNER: Jacki e
Wagner CHRB St aff.

The Sol ano County Fair has filed its
application to conduct a horse racing neeting at
Vall ejo. They are proposing to race fromJuly 13th
t hrough the 25th, or 11 days, which is the sanme nunber
of days they raced in 2004. They are proposing to race
a total of 125 races. This is also the same nunber that
they ran in 2004. They will be racing five days the
first week, Wednesday through Sunday, and six days the
second week, Wednesday through Monday; 11 races per day
on Monday, Wednesday, Thursday, Friday; and 12 races on

Saturday and Sunday. Their post tinme is 12:45 P. M

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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daily. This application noted on the analysis is
m ssing a stabling and vanni ng (phonetic) agreement.
I'"m pleased to report that we have received
that agreenent in the office. W received that on
May 23rd. The fire clearance is conplete, and this
application has nothing outstanding.
Staff would recomrend the Board approve the
application, and | believe there is a representative

fromthis Sol ano County Fair present to answer any

guesti ons.

CHAI RPERSON HARRI'S: | noticed the Del Mar
application -- were sone figures given as far as nobney
to be spent on pronotion and advertising? | didn't

notice this in the Vallejo application. Mybe it's not
a requirenment yet.
REGULATI ONS LEG SLATURE MANAGER WAGNER:  That

i nformati on should be included in the Comm ssioner's

bi nders.
CHAI RPERSON HARRI'S: | didn't see it.
REGULATI ONS LEG SLATURE MANAGER WAGNER: | have
that information. [|'Il make sure you get it.

CHAI RPERSON HARRI S:  One of ny concerns, frankly,
is that Vallejo is the degree of on-track attendants
able to get there due to a nunber of reasons. |[|'m not

really clear if they are doing very nuch pronotion.
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COW SSI ONER SHAPIRO. | think if you | ook at the
| ast page, the pink section where it says "on-track" --
No. 13, "on-track attendants and devel opnent." |
believe it's in there as Item"B" and "A" -- actually
"A" and "B," do you see it?

CHAI RPERSON HARRI S: Last page. | don't know how
that -- 33, okay. | urge you to spend whatever it takes
to maxin ze these

COW SSI ONER SHAPI RO Can | ask a question,

because I'munclear. |If you |ook at the application --
and this is not just directed to Solano. It nmay be the
way -- |'m m ssing sonething.

If you look at the first program under
Section A it says, "estimated purse distribution," and
it says, "Amllion 283 in 'D total estimted anount
fromall sources to be distributed at the neeting." It
says, "Amllion 627." And then it goes on to "E, "
whi ch says, "Estimted purse funds to be generated
on-track and off-track, and this 'F Estimted purse
funding to be generated frominterstate."

I couldn't figure out how to add these

nunbers -- to know what the right nunber was. How do
you get to a mllion six and a quarter or mllion 627,
if I was clear?

MR, KORBY: Chris Korby, California Authority of

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Racing Fairs, here on behalf of Solano County Fair

COW SSI ONER SHAPI RO. Do you see where |'m
| ooki ng, M. Korby, under 5 where it says, "Purse
Program’ of your Application -- of the application? Do
you see under "A-1" it says "a mllion 283"7?

MR. KORBY: That's correct. |In addition there's
a sum of $90, 000.

COW SSI ONER SHAPI RO  Right, and so that adds
roughly to what's called a mllion four -- just rough
nunbers. And then if you go to "D' down below. It
shows a nmillion 627. And then it breaks out where the
mllion 627 is, but none of these nunbers add. And |'m
trying to figure out what the number is.

CHAI RPERSON HARRIS: | think it could be
presented better. It may be some of those funds are

going to different organizations, and sonme are going

to --
COWM SSI ONER SHAPI RO:  Those are there too?
REGULATI ONS LEG SLATURE MANAGER WAGNER:

M. Shapiro, | do have a fornmula for figuring out the

addition of the first programin the section of this
application, and I can get that to you. | can make sure
that you get that information.

| don't renmenber what the fornula is right

off the top of my head, but there is a way that these
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nunbers do add, and | can get that fornula to you.

MR, KORBY: | think we need to go through the
arithnetic, sir, if you give us a mnute.

COWM SSI ONER SHAPI RO: Okay. Are you
distributing a mllion 627? |Is that the anmount of nopney
that will be available for purses, or is it a mllion
283 plus 90 plus 70?

MR. KORBY: Well, the million 627 is nonies that
are distributed in any formto horsenen, not just
pur ses.

CHAI RPERSON HARRI S: By "horsenen," you're
i ncl udi ng breeders and TOC and CTT --

MR. KORBY: And horsenen organi zati ons and so
forth.

COW SSI ONER SHAPI RO Okay. |If you could just
reconcil e that.

REGULATI ONS LEGQ SLATURE MANAGER WAGNER: W
reconcile the nunmbers every tinme the application is
submtted. So | do have the figures and reconciliation
program |'I|l nake sure you get that.

UNI DENTI FI ED SPEAKER: M. Barkett has had a
chance to put the arithmetic together and maybe in
future license and applications, even if the application
formis not called for, we could submt a suppl enmental

t abl e.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

17

COW SSI ONER SHAPI RO: Yeah, it will make it
easier for us to understand where all the noney is
goi ng.

CHAI RPERSON HARRI'S: W did revise these
applications, but it's not that clear. It would be good
to show purses how this conpares to previous years and
something |ike that.

COW SSI ONER SHAPI RO Ri ght

MR, BARKETT: Joe B-a-r-k-e-t-t. Yes, we need to
i mprove the presentation on this. But | think | can
answer the question.

The million $283; $800 when added to the
$90, 000 overni ght stakes, $70,000 non-overni ght stakes.
$117,000 estimated funds to be generated for al
California of Breed Incentive Awards, and then the
66, 640, which are the estinated paynents to recognize
Hor senen's Organi zations, that should add up to the
mllion 627.

CHAI RPERSON HARRI'S:  We had this version of
presentation for quite a while, but we need to | ook at
it. It's just this track's issue.

COWM SSI ONER SHAPI RO Wasn't picking a fight. |
got it then. Al right. Thank you.

COW SSI ONER SPERRY:  Approval period of tine

application?

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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CHAI RPERSON HARRI'S:  All in favor?
(Ayes.)
CHAI RPERSON HARRI'S:  Pass it.

Application for |license to conduct a horse
raci ng neeting at the Sonoma County Fair at Santa Rosa
July 24th through August 8th.

REGULATI ONS LEG SLATURE MANAGER WAGNER: Jacki e
Wagner, CHRB Staff.

The Sonoma County Fair has filed this
application to run a horse racing neeting. They will be
racing fromJuly the 27th through August the 8th, or 12
days, which is the same nunber of days that they raced
in 2004. They are proposing to race a total of 134
races, which is also the same nunber of races that was
raced in 2004. They will be racing Wdnesday t hrough
Monday, with 10 races per day on Monday, Wdnesday, and
Thursday, 12 races on Saturday and Sunday, and 13 races
on Friday.

Their first post tinme is 12:45 P.M This
application, you will note on the analysis, indicates
that the contract for stabling and vanning is in
negoti ati ons.

Agai n, we have received the contract from
CARP in our office, and the fire cl earance has been

noted on application. That is not conpleted. However,
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a date has been set for that. And Staff would recomrend
that the Board approve the application contingent upon
recei ving additional information.
And | do have a representative fromthe fair
here to answer any questions you nmay have.

CHAI RPERSON HARRI' S:  Your application -- on the
bi-carb testing, there's a -- kind of blanket program
but they've got sonme | anguage in there that refers to
the track, but then fair racing moves fairly rapidly.

So does each fair sort of becone the track where the
detention -- whatever the fair is, then?

MR. OAKLEY: Corey GCakley. C-o-r-e-y,

O a-k-1-e-y.

My understanding is that we will work
together so it will go fromfair to fair. So should
there be a detention situation, we will continue --

COWM SSI ONER SHAPI RO WII this be the first
year that you use your track?

MR. COREY OAKLEY: Yes.

|'"ve got a quick update. As you know, the

Sonoma County Fair under the guidance of retired Manager
Jim Moore has invested $3 million in renovation and,
nmost inportantly, in addition of a seven-eighths nile
turf track.

W will be racing on that surface this year
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and plan to have our first and | argest stake's race, the
Grace Handi cap, on Saturday, August 6th. $100, 000
guaranteed on the turf -- nile and 16th. So that would
be our grand opening. W will be toasting the track on
that day. So we invite all of you to cone.

We plan to run approximately 20 races on
turf this year. W wll be spending extra noney
promoting marketing for a programon that Saturday as
wel | as throughout.

CHAI RPERSON HARRI'S: Is that turf course? Do you
have a chute or anything, or is that just an oval?

MR. OAKLEY: It is an oval and does not have a
chute. It's a seven-eighths oval. So we'll start back

CHAI RPERSON HARRI S: Can you have any sprints on

it or all be mles or sonething?

MR, OAKLEY: | think that they'll all be mles

CHAI RPERSON HARRI S:  That's fine. | just
wondered. | really comend you for devel oping that turf
course. It adds a new di nension. What kind of grass do
you have?

MR, OAKLEY: It is --

EXECUTI VE DI RECTOR FERM N: | m ght add, just for
the Board's information, | nmet with Chris Korby, and we
wor ked out a plan for the detention stalls and TCO 2 and

the caneras to be going fromone fair to another. And
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the plan is in place and hopefully will satisfy the
Boar d.

CHAI RPERSON HARRI S:  Any questions on this
application?

COWM SSI ONER SPERRY: M. Chairman, with the
under standi ng that we get the contract -- and vanning, |
nove approval

CHAI RPERSON HARRI' S:  Second?

COWM SSI ONER SHAPI RO:  Second it

CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI'S:  Next itemis the discussion
and action by the Board on the adjustnment of the current
all ocation of Northern Fair and Thoroughbred Race Dat es
for 2005.

SENI OR PARI MUTUEL EXAM NER REAGAN: You have in
your package the color chart indicating the current
all ocated dates for the northern thoroughbreds and fairs
and then right next to it, you have the proposed
real | ocation, and this was discussed at a Race Dates
Meet i ng.

COW SSI ONER SHAPI RO: Yes. The Race Dates
Committee net, viewed this, and approved this cal endar
There are no objections, and everybody is in favor of

this. And | recommend that the Board approve this
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COW SSI ONER SPERRY:
CHAI RPERSON HARRI S:
(Ayes.)

CHAI RPERSON HARRI S:
COWM SSI ONER SHAPI RO

resol ved,

CHAI RPERSON HARRI S:

action by the Board on the request

County Fair to anend their

dat es.

SENI OR PARI MUTUEL EXAM NER REAGAN:

request fromthe L. A County Fair

have an attached |etter, but
to close on the Mnday,

al | ocati on.

Tuesdays during the course of their

16 days,

Al

Next

one day past their

22

Second.

in favor?

believe -- had a problem

That was corrected and

and everybody is happy.

itemis discussion and

of the Los Angeles

2005 allocation of fair

This is a

as indicated. They

essentially they're going

current

But they're going to go dark on the two

neet. So actually,

one less than currently all ocated.

| have spoken to the Oak Tree Meet that

follows the L.A County Fair.

problemw th this allocation

approval .
COW SSI ONER SHAPI RO
| ast

brought up at our

action on it,

but we did review this as wel

They tell ne they have no

As such, we recommend
it was

If you'll recall,

nmeeting where we couldn't take

at the
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Dates Committee. So |I'lIl also reconmmend this be
approved.
CHAI RPERSON HARRI'S: | think it makes sense --

consecutive days, a couple breaks in there would help
I guess the problemis, this would allow a one day break
bet ween Ponona and OCak Tree --

SENI OR PARI MUTUEL EXAM NER REAGAN: Correct.
Only the Tuesday between the two.

CHAI RPERSON HARRI'S: | think the gain is better
than the | oss there.

COW SSI ONER SPERRY:  Second the notion.

CHAI RPERSON HARRI' S:  Made the notion. All in
favor?

(Ayes.)

CHAI RPERSON HARRI'S: Next is the proposed public
hearing by the Board on the adoption of the regulatory
amendment to CHRB Rul e 1433, application for |icensing
to conduct a horse racing neeting.

REGULATI ONS LEG SLATURE MANAGER WAGNER: As you
know, the proposal to anmend the Rule 1433, it would
anmend our CHRB applications both the 17th and 18th -- to
ask for additional information to make clarifying
statenments on the application.

Specifically, CHRB 17 woul d be anmended to

require applicants to file an audit and an annual fina
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statenment of the actual l|icense hol der of the
application. And the application would have been
revised to collect informati on about the applicant's
el ectronic security system the energency |ighting
system

In addition, both forns were amended to
identify steps that were being taken by the applicant to
i ncrease on-track attendance, including advertising and
pronoti onal plans.

During the 45-day comment period, staff
recei ved comrents from several individuals on the
proposed anmendnents. Specifically, we received a
comment fromthe federation, the California Federation
of Racing Associations. They expressed support for the
amendnents with the exceptions of having to disclose
advertising and budgetary information. They are
contending that this informati on may be consi dered
proprietary, and they requested that be kept
confidential. Del Mar Thoroughbred Club al so subnitted
the sane obj ections.

In addition, we received conments from
Hol | ywood Park, and they submitted a comment requesting
t hat | anguage be added to the application to allow a
licensee to subnmt the audited consolidated annua

financial statenment of the parent owner. |[|f the parent
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owner is a publicly traded conpany and guarantees the
obligations of the licensee, they are requesting that
t hat | anguage be added to the applications under
Section 4-C.

In addition, during the 45-day conment
peri od, applicants have been using the proposed new
form and we have received coments and questions
concerning the security control questions in the
application. And in response, staff has nodified
Section 11 to clarify that the requirement that a
written plan for security, for greater stake races, be
expanded to include races of $100,000 or nore. And we
al so added clarifying | anguage to |l et the applicant know
that we do, indeed, require information regarding their
detention barn plans.

In response staff would recommend that the
Board instruct us to initiate a 15-day comment --
addi ti onal comment period to incorporate the
nodi fication of the proposed applications.

Any questions?

CHAI RPERSON HARRI S: Comments or questions on

this?

| personally could buy into nost of the
suggested changes. | do have concern about the
advertising and pronotion budget. | don't see as
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that -- the racing California is inportant to so nmany
different people, | don't think we're really --
i nappropriate -- to require that as being public

informati on as far as what kind of anbunts they're
pl aning to spend. Different parties -- adequate
promotion and it's sonething | think should be out
there.

COW SSI ONER SHAPI RO And how do you feel about
the consol i dated?

CHAI RPERSON HARRI'S: | think that's okay. As
long as it's very clear that parent conpany is
guaranteeing all the obligations of the |icensee.
could see it probably would be that expensive for a
subsidiary to get a whole step statenent.

Qur real concern is that there's sonebody,
sonmepl ace hol ding the bag. That would probably do it as
long as there's a clear assunption of the liabilities.

MR. BAEDEKER: Ri ck Baedeker, Hol |l ywood ParKk.
I'"d just like to shed sone |ight on our position on
provi di ng the budgetary information.

We do nmintain it's proprietary as private
business. And just sinply put, we're worried that sone
point in the future, a Horse Racing board decides to do
the business for us and determ nes that whatever anount

of noney we've decided to spend on marketing is not
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enough by sonme crazy figure and, as a matter of fact,
decides that they will make those decisions for us. And
with this precedence, perhaps there's a requirenment for
us to submt our prices for everything, hot dogs and
par ki ng subm ssion and so forth, in which case the Board
gets nore involved in the nmanagenent of the business and
probably should just go ahead and take it over.

I know that's extrenme, and | know that this
current Board woul d never dream of getting that
involved. As a precaution in the future, | don't think
any racetrack would hesitate to stand before you on kind
of a parallel sidebar basis prior to the neet, as | did
i n advance in the spring/sumer neet, and go through the
advertising and pronotion schedule with you in as nuch
detail as would you |ike.

So that's the thinking. | don't want to
overplay it. W're just concerned, generally, that this
is getting into an area that the Board hasn't gotten
into before. As matter of precedence, it causes sone
concern.

COW SSI ONER SHAPI RO | appreciate what you're
saying, Rick, and | can buy into that to sone degree.
But | think that Chairman Harris brings up a good point,
which is, we're charged with granting |licenses to racing

associ ations and al so | ooking after the public trust and
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the benefit of California Racing.

And so | think that because -- and believe
me, | don't want to m cromanage your business. And
want you to do whatever is best. But how do we protect
our interests in horse racing and nmeki ng sure that an
association is putting forth both an effort of energy
and al so expenditure to justify giving themthat
i cense?

These |icenses aren't owned. And | think
that there's sone incentive that we have to keep people
from spendi ng noney and pronoting the game and buil di ng
on the gane rather than just mlking it and not
i nvesti ng.

So I'"'mtorn on this issue because | do
respect the proprietary information, and | understand
that it should be perhaps sensitive and maybe can be
kept sensitive. But | think we have an obligation to
make sure that those racing associations are stepping up
to the plate and making the investnent that garners
their right to have the license.

CHAI RPERSON HARRI S:  For years we've gotten the
i nformati on on parking and admi ssions that hasn't really
created a problem | think the Board is conmng --

MR. BAEDEKER: Those are revenue |lines. And

again, you can pretty nuch surnise that based on
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Again, if you don't need these conpanying in managi ng

these things. | knowthat's extrenme, but | think | need

to make the exanple extrene to make the point. And
woul d say, Comm ssioner Shapiro, that you're doi ng what
you' re charged to do.

Sonme of the industry together we all will
put forth marketing plans in front of you, anybody el se
that wanted to see them and made them public not only
for this year but previous years.

We' ve taken suggestions, and we've acted on
them and we're acting in good faith. And any
association that would apply for a license that is not
acting in good faith in this area or any other, you
certainly have the wherewithal to withhold a |license or
apply lots of pressure in lots of different areas to
conpel the associations to conply.

So, you know, | think we're right where you

are. W're worried about this becomng a gray area, and

we're worried about subsequent Boards possibly taking
this power and just replacing the purpose of the
management group. And so, you know, if it would be
acceptable to the Board that when we file the |license
application at the same tine we file our marketing and

promotions plan -- sounds reasonable. | would prefer
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that we do it as an addendum or even as a separate
docunent, separate fromthe license itself. And perhaps
start there, if that's not satisfactory to you. If
we' re not conplying, then perhaps you need to take nore
of an iron-fisted approach

I just wouldn't rush into this, what | think
is kind of a fundanental change in the nature of the
Iicense application and a fundanental change in the way
t he associ ati ons and private businesses have operated in
t he past.

COW SSI ONER HARRI' S:  Real ly one of my concerns
is that the whole industry is not doing well. If we
were all doing well and showi ng gains and everyone feels
pretty good about racing, | would say "why are we
| ooking at this? It's not broke. Don't fix it."

We're showi ng pretty good decreases -- could
have sonethi ng where you don't have to file it if you're
com ng off enough years or sonmething. That would be a
novel approach. But | just don't see where it's that
big of a problem It's tough to keep things at a Board
| evel confidential because none of us could really
di scuss things.

COW SSI ONER SHAPIRO  If it conmes into our
possession and -- just whispered to ne. | think that we

can't keep it confidential. It beconmes public record.
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| think there's a problemin that. It goes to the root
of what Chairman Harris is saying. W all know racing
is going through tough tinmes, and we all hear how we al
want and need relief to get the ganme back in California
on its feet.

One of the things that we honestly just
don't know is when you |l ook at a Churchill or Magna --
and |I'mnot picking on them-- or private conpany, we
hear you need relief, but we can't see or understand it
or really don't know what the bottomline is. And we
then say, "Well, what type of effort is being put
forth?" | really don't want to cross over that line in
getting proprietary information.

But in Churchill's case, we're tal king about
a consolidated statenent which is acceptable. They are
goi ng to guarantee the obligations of Hollywod Parking
or whatever the correct nanme is.

But again, we understand in here you need
help. And ny viewis we want to get you help. And we
want to be on your side with that.

On the other hand, we can't say -- and
don't know what effort you're nmamking in going forward
and expending so that there's a full picture. So it's
tough for us to be an advocate -- for ne, at least, to

be an advocate -- that you really need hel p because
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don't know what you expend. And then | don't know what
your results are. | have no idea if you're naking lots
of noney or if you're | osing noney.

So that's the issue that | struggle with in
a gane that, clearly, every nonth we | ook at results
they are down, down, down.

MR. BAEDEKER: OF course, in a public conpany the
earni ngs are published every year

COW SSI ONER SHAPI RO | understand that. But
that includes all of Churchill Downs --

MR. BAEDEKER: No, but it also indicates each of
the racetracks. And of course, | have financials for
Hol | ywood park as a unit that are separate and distinct
fromthe Churchill Downs financials.

And | would nmuch prefer to sit down with
you, Commi ssioner Shapiro, or anybody else for as |ong
as you want. |'d take you through the financials, and
I'd show you the changes over the | ast several years.

The changes in a nutshell are nostly on the
expense side as opposed to the revenue side. And
woul d wel comre that. | would wel come an understandi ng by
this body of that side of the business. But | |ook at
that as different than as part of the |icense
application being required to furnish that information

to you.
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To give you an extrenme exanple again, the

Conmmi ssi on soneday says, "Well, your marketing budget of
"X mllion isn't sufficient. You need to increase it
by $3 million before this license will be approved."

I don't expect that's going to happen. You
know, we haven't expected a lot of things in the gane
that, in fact, have happened. | just think it's
i nappropriate to have it as part of the license
application itself.

If there was | anguage added that said "As
part of the process, not part of the application, the
association" -- | know we'd have to work on the |anguage
to accomplish what | just said. Mre on a one-on-one
basis, take any comm ssioner through the financials and
show themthe information that they're interested in.
Have a di scussi on about why we do the things we do.

Expl ain all the nunbers and go fromthere. | think
that's a healthier relationship between this Board and
t he associ ati ons.
CHAI RPERSON HARRI S:  Well, I'mnot sure what our
options are. The proposal we've got on the table
here -- why isn't it a 15-day comrent period?
REGULATI ONS LEA SLATURE MANAGER WAGNER: It will
have to go out for an additional comment period because

we' re proposing to nake changes to the initia
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application divisions that went out. So any changes
that we made to the initial 45-day comment period will
have to go out for an additional tine.

CHAI RPERSON HARRI'S: Do we still have to bring it
back?

REGULATI ONS LEG SLATURE MANAGER WAGNER: Correct.
That's correct.

COW SSI ONER SHAPIRO.  So if we wanted, in fact
now to put on Section 5 where we put, for instance, this
year's purse distributions and we wanted to add a col unmm
conparing it to last year, could we make that change?

REGULATI ONS LEG SLATURE MANAGER WAGNER:

Absol utely. Any changes that you would like to make on
the application, that you do not see right now, we
shoul d go over those so we can nake those changes and
get the language. And when | send it out for the
addi ti onal comment period, they would be included.

COW SSI ONER SHAPIRO. | think it would be useful
to us to know if they're projecting what the purses are,
at | east conpared to the prior neet for the sanme period
so that we could see how well they are projecting, that
they expect to be distributing nore or |ess noney. So
far it would be hel pful just to know that.

MR. LEE BOW (phonetic): Jack Lee Bow, fromthe

Bay Meadows Associ ations.
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M. Shapiro, Conmittee, | think it was
called "Bring the Fans Back" or sonething like that, |
think, that all of the tracks, and | suspect -- | know
Bay Meadows did. | know other tracks did -- submtted
their marketing plans to that commttee for review. And
that was done without any great need to have a
regul ation or anything else. So | mean -- | -- one of
M. Harris' things is if it's not broke, don't change
it. And you know that's being done.

We have just resently subnmitted these
mar keti ng plans and with no need for any sort of
regul ati on. Thank you.

CHAI RPERSON HARRI'S:  Yeah, | think we're probably
not that far apart in a way. But | don't see where it's
a problemto submt it. It doesn't have a history. W
mai n concern is not really so nuch now, but going
forward at some point, racing could beconme sort of a
studi o sport that attracts -- |ooks at their nunbers and
says, "Let's don't spend anything on pronotion or
advertising because we're naking all of our noney just
satelliting to other locations." So it basically wll
be a very meager existence here as far as our on-track

My concern is, we don't have sone degree of
on-track promotion that you |lose a |ot of the magic of

t he sport.
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MR, LEE BOW Jack Lee Bow, agai n.

As far as promoting the sport, |'m beginning
to become of the opinion that, for instance, the track
in Northern California mght be better off allocating
part of its marketing budget to the satellites, because
I think you can get nore for your buck as far as
attendance and satellites. And you mght be able to
have on-tracks.

I would urge you not just to concentrate
on-track because both of Northern California and
Sout hern California is based upon the setup we have here
in California. | nean, our satellite networks are so
i mportant to us.

COW SSI ONER SHAPI RO Can | ask a question
before you go, M. Lee Bow? It's ny understandi ng
before | was on the Board that noney was allocated to
promotion fund in the takeout; is that correct?

MR. LEE BOW Yes.

COW SSI ONER SHAPI RO Woul d you have a probl em
or would M. Baedeker have a problem that those nonies,
if | understood them were there specifically to pronote
horse raci ng?

MR, LEE BOW Those noni es, Conm ssi oner Shapiro,
now flow to the California Marketing Cormmittee. \What

has happened, historically, was in Northern California
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the pronotional noney went to everybody individually
based on their handle at various satellites. In
Sout hern California, the noney went to the tracks to
spend on behal f of the satellite at work. Neither north
or south was happy with what was goi ng on, so we went
for the California Marketing Committee, and that's where
all the pronotional nobney goes. And now we find
oursel ves, or at |east sone of us, unhappy with the
results that we're getting there.

But that's where the promotional funds go is

to the California Marketing Commttee. Roughly in the

nei ghbor hood of $6 million of which $1 million is now
being allocated, | think, for our workers' conpensation
insurance. So there is $5 million nore or less in the

California Marketing Cormittee on an annual basis.

COW SSI ONER SHAPI RO.  Does the night industry do
it; do you know?

MR. LEE BOWN The night industry has a
promotional fund, but howit's distributed | don't know.

COW SSIONER SHAPIRO: | think it's different
with the night industry.

CHAI RPERSON HARRI'S: But it is a conplex issue
because you' ve got the California Marketing, you've got
NTRA, you've got each individual tracks. And | don't

know there may be sonmething else too. W just need to
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get our arms around how much you're really doing and,
nore inportant, how effective a job you're doing.

MR. LEE BON That's right. Part of the
mar ket i ng budget could probably -- by each track that's
a nmenber of the NTRA. For instance, this year Bay
Meadows contri butes probably upwards of $150,000 to the
NTRA. There's certain advertising that supposedly
inures to our benefit.

COWM SSI ONER SHAPI RO:  That was convi nci ng.

MR. LEE BOW " Supposedl y"?

COW SSI ONER SHAPI RO |'m personally okay in
that I don't want to cross the |ine of naking racing
associ ations open up and show us the nunbers. | wll
say that in the "Bring Back the Fans" Committee nearly
every racing association cane forward and was very
forthcom ng.

I think we got to a point where there were
sonme ideas that were being exchanged. | think we're
going to have another neeting of that commttee. And
everybody seened to be at |east pulling together and
recogni zi ng that perhaps there's sonme benefit by working
together in ternms of it.

So |I'm okay not having to see the noney at
this noment.

CHAI RPERSON HARRI S: | don't have to see the
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noney. | would just Iike to see the nunbers.
How do the rest of the Board nenbers feel?

VI CE CHAI RPERSON BI ANCO:  Sane opi nion as you and
Ri chard.

CHAI RPERSON HARRI'S: It seens to ne that the
nunbers are not really that confidential if they've been
available to us at all anyway. | don't knowif it's
anyt hing that proprietary about the fact that people are

going to spend money and try to get people to cone to

the track. It's not like --
COW SSI ONER SHAPI RO | think the problem
cutting through all the stuff is that -- and |I'mj ust

usi ng names. No intention of pointing the finger at
anybody. If Santa Anita shows that they spent
$2 mllion and Churchill shows that it spent $4 mllion
t hen people are probably going to say, "Hey, Santa
Anita, look, Churchill's spending $4 nmillion. Wy
aren't you doing it?" And you got to spend the sane
anmount of money. | would guess that's one of
M . Baedeker's concerns in this.

CHAI RPERSON HARRI'S:  It's not necessarily bad,
t hough.

COW SSI ONER SHAPIRO | don't know if it's right
for this body to hold associations to a certain |evel.

CHAI RPERSON HARRI S:  Maybe for this body, but
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just for the public to say, "Look, why aren't you doing
nore? Maybe the other party is.”

COW SSI ONER SHAPIRO:  |'m sure their operating
costs are different, and their plants cost them
differently. So I don't know if one dollar is the sane
as anot her to each associ ation.

MR. BAEDEKER: Ri ck Baedeker, Hol | ywood Park.
That's the point | wanted to make. | think, again, as a
si debar to the application, I mean, we'll show you -- of
course, it's 90 days in advance, so a |lot of things are
subj ect to change, but we'll show you absolutely every
promoti onal plan that scheduled -- every marketing,
every advertising plan that's schedul ed, where it's
going to be, when it's going to run, and so forth. You
could probably figure it out if you want -- you know,
what the dollars are.

We have not -- just speaking for Hollywood
Park, we have not to this date, "This is what we spend
on this line. This is what we spend on, you know,
advertising, direct marketing," so on and so forth. W
have consistently drawn the |ine there.

So, you know, | woul d suggest that we should
draw that |ine between the regulatory body and private
busi ness and work together as we have and just do this

busi ness better than we have.
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EXECUTI VE DI RECTOR FERM N:  Wuld it be feasible
for, say, soneone fromstaff and then M. Shapiro or
sonmebody who was on the fans thing, that we were to have
sonmet hi ng of a supplenent of sone sort that were outside
of the application and then just a recomrendati on from
staff that the proposals are adequate, or there could be
sonmet hing al ong those |ines?

COW SSI ONER SHAPI RO Again, if it's in our
hands, it beconmes part of the public record. And | wll
say that in the "Bring Back the Fans" Committee,
believe Del Mar was the only association that was
willing to come forth and disclose the amunt of their
expenditures. And if | missed sonebody, |I'msorry.

UNI DENTI FI ED SPEAKER: Cak Tree.

COW SSI ONER SHAPI RO Cak Tree. Mdst of them
were willing to tell us what their pronotion and
mar keti ng plans were, but only a couple were willing to
go cone forth and actually put out the nunbers that they
spent.

MR. BAEDEKER: And | believe Del Mar's numnbers
are public by virtue of their -- least -- relationship
with the state.

CHAI RPERSON HARRI S:  One of my concerns is just
the different businesses |'ve been in. \When things

start going bad, the first thing you usually cut is
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advertising and pronotion. That's a good way to run a
business. But | don't knowif it's necessarily a good
policy for racing. It seems to ne that it would al npst
help the track to show that "Look, we're trying. We're

spending ' X anpunt. We'd like to spend nore if we

could nmake nore." 1'd like to see nore transparency.
COW SSI ONER SHAPIRO: | think they did do that
at the "Bring Back the Fans." There were many exanpl es

of where there were pronotions, and | don't renmenber
specific ones. | think it was Bay Meadows who did
| eat her jackets or one of the tracks did it and said,

"W made noney on this. W |ost noney on that," based
on how many fans showed up and so forth.

And they were sharing ideas and exchangi ng
ideas. So they were trying to do it w thout saying, "W
spent $131, 000" and questioning should they have spent a
$141,000. So they were forthcom ng about that.

CHAI RPERSON HARRI S: W just have four nenbers
here. | would propose that we go ahead. | would go for
everyt hing except for the disclosure of the pronotion
and advertising. Put that out. W still got to revisit
it at the next neeting anyway, and we can get it
resol ved.

COW SSI ONER SHAPIRO. W you accept that we

can ask staff to change the distribution of the purses
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anount to show a conparative year-to-year conparison in
this as well?

CHAI RPERSON HARRI'S:  Yeah. That woul d be
hel pful. Wth a 15-day comrent period, does it have to
be germane to one change, or you can nmake any change you
want ?

REGULATI ONS LEG SLATURE MANAGER WAGNER: |t
shoul d be germane to the changes to the original --
initial notice. However, | will do what | can to
facilitate the 15 day and try not to have to go to the
45 day. But | will have to contact the O fice of
Administrative Law if there is any question

CHAI RPERSON HARRI'S: | don't know if there's any
big urgency in this. And there's nothing in here that's
that earth shattering anyway -- 45 days.

REGULATI ONS LEG SLATURE MANAGER WAGNER: Just so
' m under st andi ng, what we are going to do, then, is go
back on that Section 14. W are going to continue to
ask the applicants to descri be any pronotional plans
they may have, but delete the requirenent asking for the
budget; is that correct?

CHAI RPERSON HARRI'S:  No. M proposal is to
i ncl ude the budget, but not the financial statenents of
them We go for everything, except we would like to see

a pronotional plan including anbunts supposedly spent.
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REGULATI ONS LEG SLATURE MANAGER WAGNER: So you
still want to see the pronotional plans and the budget
that's proposed for the pronotional plans and the
advertising, which is the sane thing? So plans and
t he nmoney?

COW SSI ONER SHAPIRO. We're leaving that in
pl ace. We're not accepting the conment from Hol | ywood
Park or that Federation on that aspect. And it will be
revisited when this is back to us again

REGULATI ONS LEG SLATURE MANAGER WAGNER:  Now, i f
we revisit it again and we nake any changes from what
I"mgoing to put out now, it will have to go out again.

CHAI RPERSON HARRI S:  That's all right.

REGULATI ONS LEG SLATURE MANAGER WAGNER: Al
right. Just so we're on the sanme page. And on that
same line, we received a coment objecting to the
di scl osing of the charges that are -- the associations
are expected to charge for out-of-state simulcasting
activity. The fees that are charged, they al so wanted
to keep that information confidential. That came from
Del Mar Thoroughbred Cl ub

Did you want to still require those fees to

be di scl osed?

CHAI RPERSON HARRI'S: | could see not disclosing

those as long as the horseman's group has an approva

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

45
process where they've disclosed themto those and it's
part of a package approval.

REGULATI ONS LEG SLATURE MANAGER WAGNER:  Ckay.

CHAI RPERSON HARRI' S:  Anyt hing el se?

COWM SSI ONER SHAPI RO:  Just one second.

Apparently, if that's disclosed to us, it
beconmes public record.

CHAI RPERSON HARRI'S: | don't think we really have
to see it as long as we're relying on the relationship
bet ween the horsenen and the tracks. It's really up to
them-- it's really their revenue that they're gaining
or losing by selling it for nore or |ess.

I think our main concern is just that
it's -- how are they doing it -- it's legally done. |I'm
not really interested in particularly seeing that.

COWM SSI ONER SHAPI RO: Okay.

CHAI RPERSON HARRI S:  Just as long as it's clear
My concern would be if there was no checks on it at
all.

COW SSI ONER SHAPI RO: Oh, yeah.

CHAI RPERSON HARRI S: Okay. So we need a notion

COW SSI ONER SHAPI RO Al so, nobve that we approve
t hose changes. And second?

VI CE CHAI RPERSON BI ANCO:  Second
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CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI S:  Okay. The next is, public
hearing by the Board adoption of regulatory amendnment to
CHRB Rul e 1887.

REGULATI ONS LEG SLATURE MANAGER WAGNER: The
proposal to anend Rule 1887 will extend the tinme to
notify a trainer of a potential positive test finding
from 18 days -- cal endar days to 21 cal endar days. The
noti ce has been sent out for the 45-day conment period.
Staff has not received any comments on the proposal
And we woul d recomrend that the Board adopt the proposed

anmendnent to Rule 1887 as presented.

CHAI RPERSON HARRI S:  -- nedication comrttee.
I"'ma little concerned that we don't -- it's sort of
like a Horseman Agreenent -- we don't adopt an attitude
"let's not get it done until the last mnute.” The aim

is to get it done ASAP, but if sonmehow there's shipping
probl enms and things occur, this raises that outer limt,
but the mindset will still be to progress along as
qui ckly as we can.

COWM SSI ONER SHAPIRO. | npve to approve this.

VI CE CHAI RPERSON BI ANCO:  Second.

CHAI RPERSON HARRI'S:  All in favor?

(Ayes.)
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public hearing by the Board on the adoption of the
regul atory anmendnent to CHRB Rule 1976. 9.

REGULATI ONS LEG SLATURE MANAGER WAGNER: The
proposed anmendnent to Rule 1976.9 would provide that if
the conditions of the turf course warrants a change of
the racing surface, and a race included in the Pick (N)
wager and the public is not informed of the change prior
to the close of the wagering of the Pick (N), the race
wi |l be declared no contest by the stewards for the
pur pose of that pool

During the 45-day coment period, we did
receive a conmment, and the comment addressed the term
"no contest” that was used in Rule 1976.9 Section N
The comment was that the term "no contest” would be
confused with the provisions of our current Board Rule
1544, which provides circunstances where the stewards
may declare a race as no contest.

So in order to avoid any confusion, staff
has nodified Rule 1976.9 to state rather than declare
the race no contest; all wagers on the race shall be
consi dered wi nning wagers for the purposes of the Pick
(N) Pool .

In addition, we received a comment just

recently addressing this proposal, and the coment
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addressed that the rule as proposed woul d change the
conditions for when we had a turf -- a change in a
course fromturf to dirt, and they were requesting that
the sanme provision apply when the conditions of the dirt
course warrants a change to the turf.

The staff would recommended the Board
instruct us to notice the amended text to incorporate
t hose two.

COW SSI ONER SHAPI RO Who was that comment fronf

REGULATI ONS LEG SLATURE MANAGER WAGNER: That
comment was froma racing fan. Actually, it was from
Greg Bravitica (phonetic), but he was nmaking the coment
on behal f of hinmself and not with any association

CHAI RPERSON HARRI'S: Do we publish comments as
they come in, or could we put themon a website -- or
don't know.

REGULATI ONS LEG SLATURE MANAGER WAGNER: The
coments that conme in during the 45-day comment period
have to be addressed in the Rule Making File. So every
comment that we receive -- once the Rule Making File is
conpl eted, we have to address whether or not we agree
with the comments or whether or not we disagree with the
coments and what the Board's action is.

CHAlI RPERSON HARRI S: Does the Board have a chance

to see these coments?
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Absol utely. Typically we don't give those to you unti
we have the neeting here.
CHAI RPERSON HARRI'S: It would be good if we got
those -- unless they were so vol um nous.
REGULATI ONS LEG SLATURE MANAGER WAGNER: Not a
problem That would be a new procedure for ne. But as

soon as | receive a conment on any proposal that's out

there, 1 will be sure to forward those conments to you.
COW SSI ONER SHAPIRO. | think this is a great
rule change, and I'min favor. | conmend whatever

comttee it was.

CHAI RPERSON HARRI'S: It was the Parimutuel wth,
| believe, Jerry Moss.

COW SSIONER SHAPIRO: | think this terrific. |
do have a question. | haven't ever seen where a turf
race has been noved to dirt. So | don't knowif that's
somet hi ng that happens at all

CHAI RPERSON HARRI S:  Where it does happens
occasionally is a turf paradise -- | don't think it's
ever happened in California.

COW SSI ONER SHAPI RO Is there anybody in the
audi ence who has heard of a turf race?

CHAI RPERSON HARRI'S: Dirt renoved to turf.

SENI OR PARI MUTUEL EXAM NER REAGAN: At one tine a

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

50

race was noved fromthe turf to the dirt, and | did hear
about it.

CHAI RPERSON HARRI'S: Oh, it happens a lot. But
we're tal king about a race going fromdirt to the turf.
When did it happen?

SENI OR PARI MUTUEL EXAM NER REAGAN: When it did
happen, we heard about it.

CHAI RPERSON HARRI S:  When did this happen?

SENI OR PARI MUTUEL EXAM NER REAGAN: A year ago.

CHAI RPERSON HARRI'S: | don't recall that.

MR. BAEDEKER: Rick Baedeker. It happened in
Hol | ywood Park several years ago when the exercise poo
on the back stretch fl ooded down onto the main track
and right in the mddle of the day. And they noved the
racing fromthe dirt to the turf. It's extraordinary,
obvi ously --

COW SSI ONER SHAPIROG:  So all the races would
have been all w nners. You know, that's a true
aberration.

SENI OR PARI MUTUEL EXAM NER REAGAN: Yeah, there
woul d have been several thousand w nning ticks that day,
| expect though, as opposed to the first suggestion --
where | think -- when we had the problemduring the
fall, as a matter of fact, the race that was noved from

the turf to the dirt was won by the favorite -- had the
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ori gi nal proposal been in place where that was a no
contest, you would have had upset folks. But in this
i nstance, where you're recommendi ng that every ticket is
a winner, at |east everybody stays on the same field.
Playing field is treated fairly, equally.

So | think it can happen the other way. And
as long as you're going to nmake the change, you m ght as
wel | plan for that extraordinary circumnstances.

REGULATI ONS LEG SLATURE MANAGER WAGNER:  That
exanple was cited in the comment that was received from
t he Board.

CHAI RPERSON HARRI'S: Only problemis we want to
approve this today.

REGULATI ONS LEG SLATURE MANAGER WAGNER: We're
approving it to go out for 15 days.

CHAI RPERSON HARRI'S: It changes the turf to dirt
and dirt to turf?

REGULATI ONS LEG SLATURE MANAGER WAGNER:  Yes.

COW SSI ONER SHAPIRO. W1l we be extending the

period if we nake it reciprocal -- either way, or can we
still do that within the 15 day?
REGULATI ONS LEG SLATURE MANAGER WAGNER: |'m

going try to do both of themw thin the 15 days.
CHAI RPERSON HARRI S: We've got a neeting on

July 1, so this will go out. So what we're seeing here
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is the total rule, or is this the total rule changed?

REGULATI ONS LEG SLATURE MANAGER WAGNER: This is
the total rule. It does not include the | anguage
addressing the nmoving fromthe dirt to the turf. That
comrent was received after the package was prepared. So
when | get back to ny office, we will include the
| anguage addressing the nmoving fromthe dirt to the turf
as well as changing the | anguage to address all wagers
shal | be considered w nning wagers for the purposes of
t he pool

COW SSI ONER SHAPIRO. As long as we do it in the
sane framework, I'mfine with it.

REGULATI ONS LEG SLATURE MANAGER WAGNER:  |I'm
certainly going to try to do it within the sanme tine
frame.

CHAI RPERSON HARRI' S:  Does this cover the
i nstance -- | guess the next rule, it covers the
i nstance of disclosing the live tickets for the |ast
race?

COWM SSI ONER SHAPI RO:  Ri ght

CHAI RPERSON HARRI'S: Okay. This only relates to
the changes in the --

COW SSI ONER SHAPI RO  This is just that one
aspect. There's another one com ng up

CHAI RPERSON HARRI S:  Any ot her comrents on this?
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Basically, this surface change aspect to go to whatever
section was to all --

COW SSI ONER SHAPI RO | nove that we approve
this, and we incorporate the changes so that if the
track surfaces changed fromone to the other, and we can
do that within the 15 days, it would be approved.

VI CE CHAI RPERSON BI ANCO:  Second

CHAI RPERSON HARRIS: | feel it's a good nove, and
I think some of the fans will appreciate it, hopefully.

Al in favor?

(Ayes.)

CHAI RPERSON HARRI S: Okay. The next one is the
Pick (N) Pool, which can be a Pick (6) Pool or (4) or
(3) or --

COWMM SSI ONER SHAPI RO:  (4), (5), (6) isn't it?

CHAI RPERSON HARRI S: There's not a Pick (3) Poo
there's just a Pick (4) or (5) or (6). How about a
"place all" and Pick (N) Pool. Go ahead. Are you going
to present this?

REGULATI ONS LEG SLATURE MANAGER WAGNER: W j ust
did Item Nunber 8.

COW SSI ONER SHAPI RO No. But now you're
| ooking at Attachnment B 1976.9 Pick (N) Pool. That's

the one that says "at least 4 but no greater than 10,"

where we can di scl ose what potential w nning payoff

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

54
woul d be.
REGULATI ONS LEG SLATURE MANAGER WAGNER: That's
the sane rule.
CHAI RPERSON HARRI S: Okay. W got a problemwith
that rule. | nean, | like the rule. | mean, we got a
problemwi th the |anguage in that. |In the |ast page of
this is a paragraph that says "Providing information to
any person regardi ng covered accommodati ons anount
wagered on specific combination nunmber of tickets sold
or nunber of live tickets remaining is prohibited."”
So | thought the whole idea was that we were
going to provide that information before the |ast race.
REGULATI ONS LEGQ SLATURE MANAGER WAGNER:  |'m
sorry, M. Chairman. Were were you reading fronf

CHAI RPERSON HARRI S: Over here on Attachnment B

the | ast page on top of that. It just took out the
"strictly," but then it still says "prohibited.” Then
it goes on and says -- sort of contradictory.

SENI OR PARI MUTUEL EXAM NER REAGAN: The i npact of
this rule is that we will be able to do the -- we'll
show the "will pays" for the last -- after the fifth |leg
is conplete, we'll then be able to show the
"will pays.” |If Runner 1 wins, it will pay this nuch;
If Runner 2 wins, it pays this nuch, and so on and so

forth. That's what we will then be allow ng the
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di spl ay.

CHAI RPERSON HARRI'S: | think one of the issues is
that the "will pays" get a little nore conplicated
because it m ght be some -- Runner No. 3 wins, there's
not going to be a Pick (6). |If Runner No. 4 wins, it's

going to pay "X" but if 3 wins --

SENI OR PARI MUTUEL EXAM NER REAGAN: There's a
carryover.

CHAI RPERSON HARRI'S: So the way the first part of
it reads, it sounds like it can't disclose anpbunts
wagered on nunber of |ive tickets remaining. So you
can't really say -- in one hand, you can't tell about
how many live tickets you have left, and then the other
hand, you're saying how nmuch everything's going to pay.

SENI OR PARI MUTUEL EXAM NER REAGAN: \What we're
saying is we're not going to disclose the exact nunber
of tickets or any other information. W'Ill sinply -- if
Runner 1 wins the sixth leg or the last |eg of the
Pick (N), then the payout for this pool this day will be
$100, 000.

CHAI RPERSON HARRI'S: | could see that. But if
you got one that's going to be a carryover, doesn't that
inply that there were zero tickets on that one? So you
are disclosing the nunber on that one is zero.

SENI OR PARI MUTUEL EXAM NER REAGAN: That's true.
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But -- in providing the "will pays,"” that's part of the
process. | nmean we understand there nmay be a situation
where if Runner 4 wins, there's zero payout.

CHAI RPERSON HARRI S:  The only thing that seens
contradictory -- where, say, the nunber of live tickets
remai ning -- basically, you inplied if you got payouts
on 5 out 10. You've got only five live horses in there.

SENI OR PARI MUTUEL EXAM NER REAGAN: True.

CHAI RPERSON HARRI S:  But we could probably -- as
|l ong as we understand the intent of it.

Comments from the audi ence on this?

As | recall, this was originally put in
thinking that it would -- by not disclosing it, that you
had people selling tickets and all this and that. But I
think it's an interesting thing because it adds a | ot of
excitement to the end of a card.

If people are | ooking at a big payoff or if
t hey maybe got sonme horses and they want to figure out
some kind of an arbitrary strategy, they can do that.

So | think it mght help

COW SSI ONER SHAPI RO Can we nmybe make sone
m nor changes to this |anguage so that there isn't any
anbi guity?

If you're looking , M. Chairman, at the

| anguage where it starts "the -- will be programed to
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suppress all information."

CHAI RPERSON HARRI'S:  Well, that got taken out.

COW SSI ONER SHAPI RO Where are you | ooki ng?

CHAI RPERSON HARRI S:  The | ast page. Just before
you get to 9. The top of there it says, "The nunber of
live tickets remaining is prohibited.”" WIlI, obviously
you' re disclosing the nunber. |If the nunber is zero on
certain tickets, you are disclosing the nunmber, but
we're saying it's prohibited.

COW SSI ONER SHAPIRO. Right. So -- and what is
the problemw th saying that there are 13 tickets
remaining -- still live? Wy are we not disclosing
t hat ?

CHAI RPERSON HARRI'S: | don't know.

COW SSI ONER SHAPI RO Why can't we say No. 3
will pay $4,000 and there are 12 tickets live. VWhy
aren't we doing that?

SENI OR PARI MUTUEL EXAM NER REAGAN:. Really, the

standard procedure in providing a "will pay" is
sinmply -- as you will notice at the track, for instance,
a matrix for an exacta. W sinply -- Runners 1,3,4,5

and we say what the payout is, period.
We don't say that there's 1,000 exacta
tickets or 10,000 winning tickets. W just say if you

have a winning ticket of this denom nation, it will pay
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this much noney. That's a "will pay."
CHAI RPERSON HARRI'S: | don't see if it makes a
difference to your point at how many -- it's sort of up

to the track if they wanted to keep doing it the way
they are. W're not saying they've got to do it. W're
just not prohibiting it.

COW SSI ONER SHAPI RO | just think that, you
know -- | don't even know why we really care. | think
that we just want to make sure that the |anguage is very
clear that we're allow ng the tracks to show what the
"will pay" will be after the next final |eg of the Pick
(N) will be. |If they want to say that there's, you
know, one ticket out there or there's 20, | don't care.

CHAI RPERSON HARRI'S: It's going to be pretty
obvi ous that people know the pool. Sone horses are
gonna pay $800,000. There's probably just one. But if
it's going to pay $30, there's probably 30, 000.

COWM SSI ONER SHAPI RO:  This goes for the 15 days.
Can we just |look at that |anguage and just clean it up
to make sure there is not anbiguity?

REGULATI ONS LEG SLATURE MANAGER WAGNER:
Absolutely. John and I will work on cleaning up that
| anguage.

COW SSI ONER SHAPI RO | have no objection to

it. | think we'd have to ask sonebody --
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CHAI RPERSON HARRI'S: It seened |ike froma
mat hemati cal standpoint, you'd -- 5, but sone of
those -- them you don't really know how nmany of those
is 5. Sonebody m ght have a 5th -- nmight be the | ast
one. It will be a pretty conplicated matrix to figure
out, | think. Let's get this done first, and we'll get
on to that.

Okay. |Is there a notion to approve this? W
just put this out for 15-day comment just clarifying
that you can't do it. Okay. There's a notion for that?

COW SSI ONER SHAPIRO:  1'Il so nove.

VI CE CHAI RPERSON BI ANCO:  |'1 1 second

CHAI RPERSON HARRI S:  All in favor?

(Ayes.)

CHAI RPERSON HARRI'S: Next itemis approval of
service stewards and official veterinarian contracts.

CHI EF OF ADM NI STRATI ON NOBLE: Good afternoon
Conmi ssi oners, Paige Noble, N-o-b-1-e, Horse Racing
Board Staff.

Each year the Horse Racing Board enters into
a variety of service agreenents and contracts. And for
each contact over $5,000, we're required to provide a
copy of the notion approving and authorizing the
agreenent .

We provided to you a |list of service
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contracts and official veterinarian and steward
contracts proposed for the 2005 and 2006 fiscal year
with estimated costs. As you'll see on the list, sone
of the contracts are multi-year. The steward and
official veterinarian contracts are estimtes based on
assignnments for the 2005 racing cal endar. No guarantees
of assignnent are assuned based on the attached lists.

So staff would recommend that the Board
approve the attached list of service contracts and
contracts for steward and official veterinarians for
2005- 2006 fiscal year

CHAI RPERSON HARRI'S: It's clear that all the
parties listed are not limted to just the parties
listed. It could be these are really dollar anounts
we' re approving.

CHI EF OF ADM NI STRATI ON NOBLE: That's correct.

COW SSI ONER SPERRY: It's your nove,
M. Chai r man.

CHAI RPERSON HARRI S: Second to approve this. Al
in favor?

(Ayes.)

COW SSI ONER SHAPI RO Before M. Noble gets
away, this is his last neeting in 14 years. | don't
know -- in the audience he may want to have his voice

ready to sing.
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CHAI RPERSON HARRI'S: | didn't realize that.
Pai ge has been a very avail able part of the Board. W
wi sh you wel |

VI CE CHAI RPERSON Bl ANCO W all do.

CHAI RPERSON HARRI'S:  Next itemis Item 10. Do
you guys have sonebody to cover this, rebating? Report
by the Raci ng Association Sinulcast Coordinators on the
procedures used to verify the identity and legitimcy o

out -of -state sinulcast custoners and if rebating is

practiced.

Actual ly when | was | ooki ng over the
package, | thought that we were going to get sone
background material on this. W haven't. It nmay be

sonet hing we have to defer to another date to really get
our arnms around it.

COW SSI ONER SHAPIRO: M. Chairnman, | agree with
that. And what | would suggest is, | think that this is
a very inportant issue and yet a very compl ex issue.

And because we don't have staff report and we haven't
really been able to receive nuch information on it, |
would Iike to see this matter deferred to a committee
that coul d perhaps report back to us to where we could
under stand sone of the conplexities and the issues
involved in this, because | think it mght nmake it

easier. Because | think that there's an awful | ot of
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conpl ex issues here that need to be understood.
SENI OR PARI MUTUEL EXAM NER REAGAN: Certainly the
Pari mutuel Conmittee has addressed this issue a number
of times. We can refer this itemback to themfor
further discussion, and they can report back in future

neeting as to their findings and updates, if that's your

pl ace.

CHAI RPERSON HARRI'S: | think that's what we
should do. | don't necessarily have a bias for rebaters
or against rebaters. I'mjust not sure what the actua

rules and laws are relative to rebating, and | think
it's sonething -- there's a |lot of debate nationally on
it. And there's a big issue -- there's people on the
side that if we |lose the rebaters, it's going to be such
a significant loss of handle. That's very serious.

And there's other people on the side. It's
not really a level plain field because certain wagers of
some wagers here at Los Alam tos or Hollywood Park --
however, is effectively not getting as nmuch on a payback
as someone that's in sonme island in the Caribbean and
all kinds of like -- makes a Suprene Court debate | ook
pretty tame.

SENI OR PARI MUTUEL EXAM NER REAGAN: Commi ssi oner
just to bring you to the current point, of course, the

CHRB has a rule which prohibits rebating, and it
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requires the associations to include their sinulcast
contracts paragraph indicating there is no rebating.

Qbvi ously, those have been danced around and severa
various forns of that. But to be quite up front with
you, the rule does exist, and the associations have been
putting that into their contracts. After that, it's a
whol e di fferent subject.

CHAI RPERSON HARRI'S: | think it should be on the
tabl e because | think it's pretty common know edge t hat
there is rebating going on. And it's kind of "don't
ask, don't tell" mentality that someti mes cones back to
haunt you at sone point. | think the Board needs to
decide that we just don't care, or we care and we're
going to really look into it.

What we want to do as an industry and try
to -- we're never going get a 100 percent of the people
agreeing, but get a consensus on how do we best serve
racing -- better to serve racing with a current
structure, or should we take a harder | ook at rebaters,
or what we really want to do

SENI OR PARI MUTUEL EXAM NER REAGAN: | have on
several occasions volunteered to take a six-nmonth tour
t hrough the Cari bbean and South Anerica to exam ne this
probl em very carefully and thoroughly. Unfortunately --

| hear the laughter.
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COW SSI ONER SHAPI RO:. | think we should al so
include in the discussion -- 1'd like to know, every
nmont h when we get these applications in front of us and
there's a list of all these different conpanies, which I
don't know who they are, and I'd like to at |east be
abl e to understand the procedures that we go through to
approve these conpani es and verify whether or not they
are, in fact, rebating or not rebating.

And we should | ook at what procedures that
shoul d be in effect without harm ng ourselves. And
agree: |If we are going to recognize that rebating is an
i mportant integral role of our business, then we should
provi de accordi ngly and make sure that we understand who
they're taking wagers from Are they people in
California or not in California? And what steps and
what safeguards? We have to know exactly who we're
dealing with.

SENI OR PARI MUTUEL EXAM NER REAGAN:
Conmi ssioners, | have invited up here one of your staff
menbers who has worked for me nore than a dozen years.
Hi s name is Richard Gonzal ez, and | guess you could cal
hi mthe CHRB Si nmul cast Coordinator. And he works
directly with those people at the racetracks to make
sure that there is due diligence, that there are

contracts in place and so on and so forth.
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So if you have questions about specific
details or processes in which the due diligence is done
and it is being done and all the other process, Dick can
address nore of those specific issues in terms of actua
day-t o-day paperwork on that.

COW SSI ONER SHAPIRO. | don't want to question
you publicly on all the steps that you take. | guess
what 1'd like to see is exactly when these conpanies are
revi ewed, who they are, what type of conpanies they are,
and what assurances we have that what they're doing is
within the law, within California law. And maybe you
can just give us an outline of what steps are taken --

CHAI RPERSON HARRI' S: To answer the question --
obviously, I"'mnot really clear if we have the standing
to particularly review those conpanies, or do we?

MR, GONZALES: Actually, we don't. Wat we have
is a network that we've established throughout the
country with not only other Conm ssioners, but other
coordinators in the United States that keep their finger
on the pulse of what's going on around the country.

As an exanpl e, when our notorious RSI and
the convicted Susan Balla (phonetic) surfaced to ny
attention two years ago, what we did was we confirned
this with other coordinators. And as we worked together

with other comr ssioners, it cane to be pretty clear the
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fact that because she was being investigated by the
State of North Dakota and al so by the Federa
Government, | asked our coordinators what the status was
with RSI. And they said to nme that RSI was in arrears
of paying for their Dakota fees and sinul cast fees that
were charged, and some of them were over a year old.

At that point | told the coordinators that
we are no | onger doing business with RSI. This was
before the convictions and such cane out, and when --
naturally, | got contacted by RSI, and they asked why,
and | said to themthat "you were arreared (sic) in your
bills to the tracks of California," and that since the
State of California also gets license fees fromthat,
that it was our duty to protect not only our industry
but also the public. And he said "Well, we're going
i nto bankruptcy, and that will be up to the judge." And
| said "Well, you'll have to work that out with the
judge, and ny position is with the State of California.”

And since then, they went bankrupt, but
they were -- long before this thing becane
newspaperworthy, we had cut themoff. And it was
because of the relationship we had with our own
coordinators here in the State of California and the
network we used to find people. And they were a mgjor

rebater, as it turned out. And that's what we did, and
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we al so cut off other sites that were using this through
various networks.

If you recall the industry in |Idaho, we were
alerted by the New York Comm ssion what they were doing,
and we shut themoff. But they, in turn, corrected
themselves in a matter of about three hours in order to
get our California signal back. So it's our
relationship with people like Ann Curry (phonetic) and
Paul Porter, Tim Harden (phonetic), Kay Webb (phoneti c)
that allows us to work efficiently and to do our job

Now recently, we were requested by the Board
menbers, to begin |looking at our Caribbean and South
Ameri can pools. W pool these together, and we got a
list of Caliente for the first time disclosing the
sites, the contacts, the jurisdictions they were under
And when the Board decides that we put this together in
connection with -- as John said, "We're ready to go."

CHAI RPERSON HARRI'S: |I'm not personally worried
about the pools because | understand there it's nore of
a busi ness decision as what's an appropriate price to
sell that signal. Once that signal is sold, their own
pool is not really conpeting with people that are
betting into our pools here.

My concern is where we've got people betting

here in a pool that's comringled with sonebody that's in
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the Cari bbean or soneplace that's commingling into our
pool s but getting rebates, and it's not really a |l eve
playing field with the California customer. But |'m not
sure of how much betting is conmng out of California
into those.

| nean, it's probably not a problem
Sonebody in the Caribbean, they're never going to get in
California anyway except by virtue of this situation you
have there. But if people are using their cell phones
to call an 800 nunber and knowi ng they're going to get a

rebate, then that's really siphoning noney that could

be -- do you have any reason to think that that does
happen?

SENI OR PARI MUTUEL EXAM NER REAGAN: | think it
happens, yes. | think it's what the inpact -- and how

do we trace it in this electronic age we |live in now?
Internet, cell phones, instant conmunication in every
di rection.

| think, getting back to the origina
concept in terms of California, let's say there's 200,
300, 400 out-of-state sites. California is not the only
state working with those sites. As Dick indicated,
there's a nationw de, North Anerica-w de network
Everyone is known to those sites -- aren't just our

sites or only known to us. All these other
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jurisdictions are also vending them and keeping track of
them As sonething happens at one of those sites, it's
very quickly indicated to all the other jurisdictions
that something is going good or bad at the site. And
this whole group is known to a great many people, both
the track coordi nators and sinmul cast coordinators as
wel |l as the regul ators.

So overall, | think these sites are known to
t he people, that the racetrack bet themvery carefully
their due diligence before they do bring themonline and
sign a contract with them-- like a credit report or
sonmething. At least they are known to us.

CHAI RPERSON HARRI'S: The track is selling to
sonebody -- South Dakota people that went bankrupt, who
basically this is assuming -- was col |l ected who | oses,
does it take that | oss? Does State of California and
all these other people take that |oss?

SENI OR PARI MUTUEL EXAM NER REAGAN: In terns of
conmi ngl ed pools, arrangenents are nmade between the
California track and out-of-state | ocation who is
hosting that sinulcast |ocation, and those revenues
general ly evened out within a day or two, a week at the
nost, so that if there is any |oss, the handl e has been
generated in a sense that the track would take the

di fference. Because once the handle is generated, we do
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know from our processes what noney has been generated
into the pool. And that's owed as a license fee. So if
there is a loss, that it would take.

Now on the other hand, sonme of the separate
pools or sonme of the other arrangenents, the state
recei ved 8 percent of whatever the track receives. So
in that case, if there's a flat fee or sonething and
it's not paid, even though the signal is sold, if the
track does not receive the funds, then we don't get our
8 percent. But generally speaking, the 8 percent is
nothing to worry about.

But we have here Andy Curry (phonetic) from
Santa Anita to answer specific questions you m ght have
about the process.

CHAI RPERSON HARRI S:  Actually, the |l oss would be
slightly between horseman and the racetrack

SENI OR PARI MUTUEL EXAM NER REAGAN: Good poi nt.

CHAI RPERSON HARRIS: So it woul d have been kind
of wrong, maybe, to be readjusted or sonething.

SENI OR PARI MUTUEL EXAM NER REAGAN: Correct.

CHAI RPERSON HARRI'S:  Well, | don't know. This is
sonmething we need to get nore into. |It's of concern
One of the issues too is the Senator Kyle (phonetic)
just introduced a bill to effectively prohibit internet

ganbling. The comm ssion has been able to get horse
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raci ng exenpt fromthe -- this current bill, right at
this point, does not have that exenption. This is
devastating for racing because, technically, alnopst al
the ganbling we do considers all the different
simul casting within the state and whatever is sonme
version of the Internet. So it's really a hot issue on
a federal level. W need to figure out how best to
address it.

Any ot her comments?

COW SSI ONER SHAPIRO. No. | think that | just
| ooked at Section 1950.1, which prohibits rebating. And
yet in reality, we knowit's going on. And it is
absolutely a fact of our existence. So the truth is
that | think we need to understand what's really going
on. If this lawis not the proper law, then we should
| ook to revise the lawto provide that it works to our
benefit and not to our detrinment and not have sonet hing
inthe law that we're just --

CHAI RPERSON HARRI S: That was one of ny reasons
of concerns. [|I'mnot clear. Before we rebate -- but |
think it's bad government. |n general, you have | aws
that you're not enforcing. You' re aware that there's a
problem You're not enforcing it.

COW SSI ONER SHAPI RO  And that's why | think

that we should have a special session of whether it's
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done by the Parinutuel Committee or special committee.
It should be done to ook into this whole issue of
rebates: Where rebates are being offered, what extent
they' re being offered, what agreenents are between the
tracks and the different sites, in terns of accepting
wagers from Californians or not accepting wagers from
Californians. |If they take our signal, and it's to a
guy in Tinbuktu, | don't care if they give hima rebate
because he's not going to be here.

So | think that we should have a whol e study
of this. And | think we should include that study al so
on a separate issue, which is illegal bookmaking.
think that's sonmething that we know is going on. You
just have to open up the racing form and you'll see
illegal bookmekers are advertising there. And that's
sonmething we all should not want and shoul dn't be
encouragi ng and shoul d take steps to prohibit.

CHAI RPERSON HARRI'S:  You're referring to this,
not necessarily horse sports?

COW SSI ONER SHAPI RO.  Sports betting and al so on
horse racing. |It's going on just have to open up the
racing form and you'll see ads for it, which | don't
under stand why racing publications would accept ads that
are pronoting sonething that's illegal, but it's

happeni ng. You go to Handicap Day at Santa Anita,
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there's the airplane flying overhead, and the airpl ane
has a banner pronoting illegal bookmeking. It says,
"Don't bet here at Santa Anita. Bet with us." That's
t aki ng money out of racing' s pocket.

CHAI RPERSON HARRI' S:  We have di scussed this
i ssue. The publications take the attitude it's a First
Anmendnent .

COW SSI ONER SHAPI RO: W shoul d either issue a
policy or try to see if we could get industry forces to
join us in encouraging themnot to do that.

CHAI RPERSON HARRI'S:  Got a coneback there?

MR, LAMOTHE: CGuy Lanot he, thoroughbred owner.

| just want to add sone -- tal ked about the
efforts that have been made toward transparency that
TOC s been involved in. California |law right now
requires the ADW conpani es conpile information on their
custoners, the nanme, address, social security number,
date of birth. And we've worked with the NTRA on this
to obtain assurances from nost of the offshore conpanies
to provide this sort of information to a third party.
So there have been efforts on this, and we're very wel
aware of this problem Thank you.

CHAI RPERSON HARRI S:  We'l| make efforts --

Pari nmutuel Subconmittee.

What | would like to see happen is not

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

74
necessarily that we inpose sonmething on the industry.
It's just that the industry cones back and says, "Yes,
going down this path is the way we really want to go for
the good of the industry.” But right now, it's kind of
a -- not a very transparent type of situation we have."

COW SSI ONER SHAPIRO. | agree. | think we
shoul d reeval uate what's best for California Horse
Raci ng, and this rule may not be the best. And how can
we craft it so that we could honor --

CHAI RPERSON HARRI'S:  Move on to the next item
which is to handl e and attendance for all 2005 for
year-to-date on the California Racing.

MR. GONZALES: Dick Gonzal ez, CHRB Staff.

This is an extensive report that the Board
menbers asked us to conpile for them This report
covers a period fromthe beginning of the 2005 racing
year, which is Decenber 26th, through approxi mately My
6th of 2005. This conpares to the sane period with the
period for 2004.

The report is broken down between Northern
Cal i fornia Thoroughbred, Southern California
Thor oughbreds, Quarter Horses, Harness Horses, and
guess we don't have fairs.

Conparing bottomlines, the Northern

Cal i forni a Thoroughbreds handl ed in 2004 $406 nillion
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for approximately the five-nonth period, 4 1/2-nonth
period, and in 2005 that conpared with 399, 000. That
was a drop of 1.78 percent.

Sout hern California for the sane tinme period
respectively $1.017 billion versus $978 nmillion, for a
drop of 3.82 percent.

Quarter Horses handled $101.7 mllion, and
for that sane period in 2005, $100.9 mllion, for a drop
of 0.79 percent. Harness Races $81.7 mllion and $63.7
mllion, for a drop of 22.08 percent.

Overall the handle in California for the
4 1/2-nonth periods 2004, $1.607 billion versus $1.542
billion, for an overall drop of 4.04 percent.

CHAI RPERSON HARRI S:  Whi ch date does this go
t hrough?

MR, GONZALEZ: This is Decenber 26th through
May 6, 2005.

CHAI RPERSON HARRI'S: | found it interesting.
Northern California, ADWwas up, and -- ADWwas up
al most twice as much in Northern California -- all of
California had a | ot of rains, probably nore in than the
south. But | was wondering what the thoughts were on
the plan? | guess where they had three -- they had al
the ADW providers cover Express Bet, U Bet and TVG It

| ooks to ne |like that was successful. But does anybody
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have any thoughts on if that was successful or not?

MR, GONZALEZ: Well, we can't speak for the
i ndustry, but we have industry people here.

CHAI RPERSON HARRI'S:  One of the concerns, it
| ooks like that's sonmething that the tracks should | ook
at nore, | guess, economics with each situations.
That's a pretty good inpressive nunber there.

COW SSI ONER SHAPI RO: Overall the nunbers are
just --

CHAI RPERSON HARRI S:  The nunbers are just -- the
only thing that's encouraging is ADW

Success has many fathers. W' ve got a rea
orphan on our hands here. But you order 64 mllion off.
So maybe the 6 or 7 mllion --

VI CE CHAI RPERSON Bl ANCO:  How much did we | ose
because of weather?

CHAI RPERSON HARRI'S:  Well, weather had to be a
factor because of being not a good tine to go to the
races or go to anyplace. But also short fields because
of the weather was a big factor, also.

COW SSI ONER SHAPI RO: 315, 000 | ess fans because
of this period.

CHAI RPERSON HARRI'S:  Well, it's definitely a
concern. And it's one reason | requested staff to do

this every nonth. | hate to bring out the bad news.
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One good thing is sonebody is -- get a bad year. Next
year you can see these big -- May of next year |ooking
at sone ups. We really need to get this industry
showi ng sone pl uses.

MR, LAMOTHE: W appreciate the work that's going
into this sport. A suggestion that we m ght add sone
value to this is to add sone purses and track
comm ssions. So we also see the trend on that.

O course, what you don't see here is the
shift in the mx of where the handle is comng from
whi ch might have different yields. Thank you.

CHAI RPERSON HARRI S: That's particularly --
that's a good point. Were we're |osing sone or nore of
profitability areas, we are actually down, rather sone
of the ones that are not really -- and as far as
revenue.

SENI OR PARI MUTUEL EXAM NER REAGAN: Ri ght.

CHAI RPERSON HARRI' S:  Any nore questions on this
report? Let's go to this.

MR, KORBY: Chris Korby.

Is there a reason that the fairs were not
included in this?

MR, KORBY: There are no fairs running in this.

CHAI RPERSON HARRI S: But you'll be on next tineg,

for a couple of days anyway.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

78
When does Stockton start?

MR, KORBY: June 15th, and you are invited. W
have used ADWfor three years and continue to use it.

CHAI RPERSON HARRI'S:  You fol ks are the |eaders,
and I think that's comrendabl e.

MR, KORBY: Thank you.

CHAI RPERSON HARRI'S: Next is a report for Los
Angel es Turf Club at Santa Anita from Decenber 26, 2004,
t hrough April 18, 2005.

MR. GONZALEZ: Dick Gonzal ez, CHRB Staff.

Reports for the Los Angeles Turf Club from
the peri od Decenber 26, 2004, through April 18, 2005,
conprised of 85 race dates. The average daily statistic
i ncl uded an average daily handl e m nus 4.24 percent;
average on-track, mnus 9.51 percent; average off-track
m nus 8.22 percent; average interstate-exported nnus
3.4 percent -- 3.14 percent; average ADW an increase of
22.54 percent; average daily attendance for Santa Anita
m nus 10.58 percent; average on-track m nus 10. 49
percent; average off-track m nus 10.65 percent.

CHAI RPERSON HARRI'S: One thing | didn't quite
understand was how -- as | recall, Santa Anita didn't
have to do a purse reduction during their nmeet, which
was good. But | don't understand how they were able to

pull that off with those declines.
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COW SSI ONER SHAPI RO | think Charles just |ent
them t he noney.

MR. CHARLES: Ron Charles. One of the reasons
with the weather was a drastic anounts of races being
taken off the turf, which we substituted by races that
weren't on the turf, which basically had a | ower purse,
and it's pretty nmuch that sinple. When you start taking
races with a 50, 55 -- and having replaced those with
purses 20- to $25,000 to have 5, 6, 7, 10 horses, that's
pretty nmuch what we have to work with.

CHAI RPERSON HARRI'S: A good itemto have on this
woul d be an average daily.

MR. CHARLES: W have that information if you
| ook.

CHAI RPERSON HARRI'S: It |ooks like it must be
goi ng down.

MR, CHARLES: And it definitely went up | ast
month. We carted five races once the handl e show, the
attendance show, and we had a very good | ast nonth.

CHAI RPERSON HARRI S: That has got to be the worst
possi bl e year anybody could have. And | think that
probably the new person that came in nust have been
responsible for it. But |I told you at the neeting you
coul d see an energy devel oping, but that rain was really

devast ati ng.
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MR, CHARLES: It was, and it was depressing. And
I made a comment a nunber of tines on Sunday or
Wednesday we had 2400 -- or | mean, those are real
racing fans to cone out during the running of the
races -- they could barely see the horses -- for people
to stay there wagering. Gve the racing fans a | ot of
credit.

COWM SSI ONER SHAPI RO:  And participants.

MR. CHARLES: And --

CHAI RPERSON HARRI S: Okay. We'Ill wish you a nuch
i mproved year.

MR. CHARLES: Thank you.

EXECUTI VE DI RECTOR FERM N: On the end of the
year note, the Commi ssion said they |iked having
coments from staff about the neet, and the ones that
came in really were too late to include in the packet, |
did give themto M. Charles.

However, | think it would be better to put
them on the agenda next time. And a ot of themdidn't
concern the facility so nuch. It's kind of a good
review So we'll do it next nonth.

CHAI RPERSON HARRI S:  Okay. Next report is
coupl ed trenmendous anobunt of work last nmonth Ad Hoc
Committee on Harness and Quarter, Rich and John.

COW SSI ONER SHAPI RO Commi ssi oner Sperry and |
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met with all interested parties related to Harness
Raci ng and Quarter Horse Racing and all of the pending
i ssues that everyone has heard ad nauseam We net from
1: 00 to about 9:00. And the Santa Anita lent us their
conference room and we appreciate that. Everybody cane
in, and | think there was a heck of a try nade. W cane
wi thin a whisker of being able to resolve all of the
i ssues, but unfortunately, we didn't get past the
goal post.

Having said that, we are continuing a
di al ogue with sone of the individuals involved, and
while we remain hopeful to bring closure to all of it,
we sinply don't know. There's a neeting next week
between Capitol. | expect to be neeting Capitol Racing
and the CHHA Harness Horsemen. | think it's in
everybody's best interest to do it. Hopefully by the
next neeting we'll be able to report back. Commi ssioner
Sperry had a ot of help to this and the industry. |
appreciated it.

CHAI RPERSON HARRI'S: | commend you on all the
wor k, and hopefully we'll get it. It sounded |ike you
got as close as we've ever been.

Any conmment, John?

COW SSI ONER SPERRY:  No.

COW SSI ONER HARRI'S: I n the general business and
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the other conmunication, it's request for a future
action of the Board. W've got a couple ideas that |
was thinking about. W're going to be bring up at sone
future meeting. Just to keep in mnd, | have got sone
concerns, sone discussions on how invol ved the stewards
shoul d be in resolving financial disputes and sort of
acting as a collection agency for different financia
things, and | wanted to put that on a future agenda to
get sone feedback fromthe industry.

On ol d business, anybody got anything?

COW SSI ONER SHAPIRO: | did that. | also have
asked that at our July neeting that we invite the
different Tote conpanies to cone in and nmake
presentations to us on what new technology is out there
and avail able to us.

I think our Tote technol ogy has aged, and
think we should | ook at what we can do, and | think
there should be a presentation at the July neeting.

CHAI RPERSON HARRI S: Del Mar neeting?

COW SSI ONER SHAPI RO Isn't that July?

CHAI RPERSON HARRI S:  Yeah. Anything else in the
general business?

Under ol d business, we would like to raise
for discussion -- only that been brought before the

Board. One item | wanted to bring up, there m ght be
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someone here that could comment on it, with the
j ockey-wi ng i ssues. You recall we agreed to allow the
Raci ng Associ ations and the Horsemen and the Jockey's
@Qui |l d and anyone el se who has worked together to try to
get a conprehensive plan on how best to inprove jockey
heal th, which will include racing weights, but to really
get to be a health issue rather than just | ooking at one
segnment of it.

As | understand, sone progress as been made
on that. But Craig Fravel couldn't be here today, but
they have held a neet and are working on it.

COWM SSI ONER SHAPI RO | continued to be in touch
with the Guild and Barry Broad, and we've nmaintained a
di al ogue. | also have forwarded the report to five
ot her racing conm ssioners and other jurisdictions in
Kentucky, New York, Chio, Illinois, as well as to the
RClI and requested they distribute that report throughout
the country. | amtrying to see if we can't get sone
nati onal support for what we're trying to do.

It's also ny understanding that we've been
given a prelinmnary estimte as to what this study would
cost. It's not a hard estimate. And | have al so asked
the Guild and suggested to themthat they participate in
it because we are going through -- right now there's a

series of neetings that have been taking place and
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conversations between the CHRB, TOC, and the Jockeys
Quild to resolve some of the m sunderstandi ngs and
confusions related to the California Health and Welfare
pl an.

We have cleared up a number of those. But
in connection with the jockey-weight issue, there's
still a dialogue going forward, and we're pushing it to
hopefully bring that study to fruition

CHAI RPERSON HARRIS: | think it's inportant
because we have given everybody an assurance that we're
going to get some closure on the issue, and we're not
just going to sweep it under the table and forget about
it.

COW SSI ONER SHAPI RO.  Tom Robbi ns just gave ne
sonme information, which I'Il be providing to M. Broad
to illustrate what California has done in ternms of
raising its weights over the years. Sonme additiona
i nformati on.

CHAI RPERSON HARRI' S:  Any ot her ol d busi ness
anyone have?

VI CE PRESI DENT MOLNAR: Steve Ml nar,
Mo-I-n-a-r, fromexecutive vice president.

The question that | have for you is that in
that July neeting, what are the time constraints for

doing the presentation? It would help to us franme it
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properly.

CHAI RPERSON HARRI'S: How much tine do you think
you need? Del Mar we start a little bit earlier. The
attention span sonmetimes -- not the comm ssioner's
attenti on span, but the audience starts to drift. But
do you think you could cover it pretty well in 20
m nutes or so?

I think we ought to -- hopefully not have to
many -- slightly early Del Mar 2:00 post m ght be
hel pful. If you could send us out any materi al
sonmet hing that we could have before hand to review

Any ot her ol d business? Thanks for being
here. Los Alanmitos hosting anything after this? Anyone
here from Los Al amitos?

ASSI STANT EXECUTI VE DI RECTOR MANOM : Roy Manomi .
| believe that everyone has been invited up to the club

CHAI RPERSON HARRI S:  What tine does it open? |Is
it open now? Okay. Maght be interesting to get a tour
of the facilities. |If there's nothing else, 1'Il
adj ourn the neeting.

( THEREUPON THE CHRB HORSE RACI NG BOARD

MEETI NG ADJOURNED AT 5:27 P.M)

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

86

CERTI FI CATE OF REPORTER

I, CAROL MATHER, a Hearing reporter of the
State of California, do hereby certify:

That | am a disinterested person herein;
that the foregoing California Horse Racing Board neeting
was reported in shorthand by ne, Carol Mather, a hearing
reporter, and thereafter transcribed into typewiting.

| further certify that I am not of counsel
or attorney for any of the parties to said neeting nor

in any way interested in the outcone of said neeting.

IN WTNESS WHEREOF, | have hereunto set ny

hand this day of , 2005.

CAROL MATHER, HEARI NG REPORTER
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