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PROCEEDI NGS

EXECUTI VE DI RECTOR FERM N: Good afternoon,
| adi es and gentl enen. The neeting will cone to order,
pl ease.

This is a regular neeting of the California Horse
Raci ng Board on Thursday, June 30th, 2005, at the Al aneda
County Fai rgrounds. 4501 Pl easant on Avenue, Pl easanton.

Present at today's neeting are Chairman John
Harris, Vice Chairman WIIliam Bi anco, Conm ssi oner Marie
Moretti, Comm ssioner Ri chard Shapi ro.

Before we go on to the business part of the
neeting |I'd like to ask everyone to pl ease state your nane

and organi zation clearly for the court reporter, and to

make sure that they understand who you are. And i f you
need to spell your nane, that would be very hel pful al so.
Thank you.
M. Chair.

CHAI RPERSON HARRI S: Thank you, I ngrid.

I'"d like to wel cone everyone to our neeti ng and
t hank the Al aneda County Fair for hosting this today. And
I think it's great to have neetings at different race
neet s. And this is one of the nobst popular fairs in the
country. It's very nice to be here.

The first item on the agenda is the di scussi on

and action by the Board on the approval of the m nutes in
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the regul ar neeting of April 28th.

Does anyone have any corrections or comments on

t hi s?

Heari ng none, is anyone going to nobpve it?

VI CE CHAI RPERSON BI ANCO So nobved.

COVM SSI ONER MORETTI : Second.

CHAI RPERSON HARRI S: Been noved and seconded to
accept -- to approve those.

All in favor?

(Ayes.)

CHAI RPERSON HARRI S: Ckay. The next itemis an
application to conduct a horse raci ng neeti ng of the
California Exposition and State Fair (Harness) at Cal Expo
August 6t h through Septenber 17th.

STAFF SERVI CES MANAGER | WAGNER: Good afternoon.
Jacki e WAgner, CHRB st aff.

The application before you is fromthe California
Expositi on and State Fair. They have filed their
application to conduct the harness raci ng at Cal Expo.
They are proposing to race from July 31st, 2005 through
Sept enber 17t h. The associ ation is proposing to race 26
nights with a m ni num of 280 races. They will be
simul casting July 31st through August the 5th, with |ive
raci ng begi nning with August the 6th.

They are proposing to race one night the first
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week, three nights the second, five nights the third,

fourth and fifth week, and three nights the sixth and four

ni ghts on the final week.

Their first post -- first live post will be at
5:.35 p.m And on Septenber 5th they will have a post tine
of 2:05.

There's still a couple itens that need to be

submtted to conplete this application, and that would
i ncl ude the horsenen's agreenent and the sinmul cast cast
contract with SCOTW NC.

There is a representative fromthe associ ati on
here to answer any questi ons.

And staff would recommend that the Board approve
t he application conti ngent upon receiving the additional

i nformati on.

CHAI RPERSON HARRI S: Any coments from the Board?

COVM SSI ONER SHAPI RO I have just a couple
qgquestions with respect -- with respect just to the
detenti on barn | anguage i n here. If | understand this,

you' re going to have two races chosen at random each day,
and if | read this right, by the security guards.

MR. ELLI OTT: No.

COVIM SSI ONER SHAPI RC: Is that what you're
pr oposi ng?

It says here all horses will be chosen at random
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on particular races for enhanced surveill ance by a guard.
Wuldn't it better be done by t he stewards or --

MR. ELLI OTT: Dave Elliott, California State

Fai r.

I"m sorry, M. Shapiro. If you give ne a nonent,
I can -- essentially what that is is the security guards
woul d be -- they would be conducting the surveill ance at a
detenti on barn, and then random races will be chosen by

the lot by 9 o'clock each norning of race day by the
st ewar ds.

COVM SSI ONER SHAPI RO Ckay. That made a little
nore sense.

MR. ELLI OTT: I'"m sorry.

COVM SSI ONER SHAPI RO And al so, before you go,
you don't have any video surveill ance caneras in the
detenti on barn or at t he stable gate?

MR. ELLI OTT: No, we do not.

COW SSI ONER SHAPI RO And if horses are put into

the detention barn, let's say there's a T CO2 positive,
all of the other tracks do have video surveill ance, how
are you going to deal with that if sone horse goes into --
I see that you're going to adopt what appears to be the
rules all the other tracks are using for horses that woul d

test positive.

MR. ELLI OTT: Penal ti es. The penalty portion of
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t hat .

COWM SSI ONER SHAPI RO Ckay. But if a trainer's
going into a detention barn situation with all of his
horses that subsequently have to go there, would there not
be video surveill ance within those stall s?

MR. ELLI OTT: There woul dn't be necessarily video
surveillance in that stall

I heard you, Conmi ssioner Shapiro. And t he
ot hers don't want to hear ne.

(Laughter.)

MR. ELLI OTT: Not the case here. But our feeling

for a 26-day neet would be i nstead of installing video
surveill ance -- because you're -- essentially your're
goi ng to have to have sonebody watchi ng the surveill ance.
It would be -- and it's our opinion to go ahead and have

an additional security guard sitting on that stall,
because our detention barn will be a m ni nrum of a five and
a half hour detention to perhaps a maxi num from noon to

9:50 | think is our schedul ed | ast post.

COWM SSI ONER SHAPI RO Ri ght . I under stand t hat
part of it. But just as | believe the fairs are doi ng at
their two week neets, they have, as | understand, a video
surveill ance systemwi thin the stall. So if they're

wat ched 24 hours a day, for those horses in the event sone

trainer tests positive with a horse, then as | understand
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it -- I'"ve seen the one at Bay Meadows and they put in a
system whi ch basically is a continuous | oop or digital
system so that you could | ook at the system and know 24
hours a day if anybody went into those stalls. And that's
what we've required fromall racing associations for the T
CO2 positives.

MR. ELLI OTT: So that | understand, so nobody is
actually nonitori ng the video surveill ance systens. ls

t hat the case?

COVM SSI ONER SHAPI RO I don't know if there's a
live -- | don't think there's a live person sitting there.
But | believe that sonebody reviews the tape.

MR ELLI OTT: So the current system then
essentially is if a horse cones back with a high | evel,

then that tape is essentially gone back through and | ooked

at to see if anybody entered the stall, is that --
COVM SSI ONER SHAPI RO No . I think -- let's back
up.
I think that -- trainer Bob has a horse that
tests 39 mllinples, clearly a positive. For his first
of fense he is required to race all of his horses out of a

detenti on barn, which he pays for as part of the penalty.

Wthin those stalls | believe that there is a video
surveil l ance. And per haps we can ask ot her people -- or
i f anybody's here from Bay Mecadows, since -- their system
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They then have all of those horses race out of a detention
bar n. They have to be there | think it's 24 hours before
a race, and they're subjected to 24 hour video

surveil |l ance. If you're going to adopt the sane type of
rules that exist for the T CO2 program then that would

i ncl ude your having to put in a system which |I don't

think was all that costly based on what |'ve heard from
sone of the racing associ ati ons.

MR. ELLI OTT: Wwel |l - -

EXECUTI VE DI RECTOR FERM N: May | just interrupt
for one second.

And the tapes generally have been going into the
security office of whatever the facility is. And | think
there are couple of them that actually have the option
where they can go into the CHRB i nvesti gators al so.

MR. ELLI OTT: You nean the physical tape is
renoved and then stored or | ocked up, is that you're
referring to?

EXECUTI VE DI RECTOR FERM N: Well, actually the
feed goes into security so they can be watching, and it
can be on-off. It automatically is saved for -- | don't
remenber how | ong. I think there are varying peri ods of
ti me, nunber of days, a week at a tine, or whatever it is.

MR. ELLI OTT: Well, obviously if you would all ow

us to address that, | -- for our neets -- you know, if
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this Board wants us to provide sone type of security
surveill ance system for our detention barn, for

starters -- you nentioned the cost, nunber one. For us it
woul d be prohi bitive to run a feed to the CHRB office, if
you will, because they're obviously not there are 24-7.

We could perhaps run a feed to Gate 12, which is our

security gate that's manned 24-7, nunber one.

Nunmber two, | would hope -- | would hope that we
woul d be able to put an actual person to surveil each and
every single stall. As | mentioned in ny license
application, | believe it's there sonewhere, our detention
barn policy will al so be conplenented by a force of

security guards where we may draw anot her race at random
and ask themto take a |l awn chair, their | unch and a
newspaper and go sit in front of a stall, you know, for

the day prior to a race.

COVM SSI ONER SHAPI RO Well , again, | think there
are two i ssues here. And where | have the problemis the
i nconsi stency -- that we've required the fairs and we' ve

requi red every racing association to have vi deo
surveill ance within the detention stalls or barn f or those
horses that are racing out of the detenti on barn.

MR. ELLI OTT: That - -

COWMM SSI ONER SHAPI RO That' s one i ssue. The

ot her issue is where you're going to put randomy two
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races in. And there -- it's fine to have |live security

guards that are there to watch those horses. They' re

t here not on a 24-hour -a-day basis. I don't have a
problem with there not being video there for that. But
we' ve required this of all the fairs, and | believe that

the fairs have devel oped sonme type of a portable stall
basis with video i ncorporated into it. And | don't think
it's all that expensive. And | woul d assune that since |

woul d have the sane coments for the next racing applicant

that will cone behi nd you, that perhaps you could share
this systemwith them because |I would expect we woul d ask
them the sane -- to do the sane.

CHAI RPERSON HARRI S: We would also -- we'd

basically even stipulate that the security requirenents
can be whatever you want themto be as far as security
peopl e, stewards, guild need for things. But the fact
t hat we gi ve soneone a |license doesn't nean that they
don't have to adapt to what we want them to do.

COMM SSI ONER SHAPI RO Ri ght .

MR. ELLI OTT: Essentially so for those horses
t hat have high |l evels you' re requesting us to have
specific security surveill ance stalls in the detenti on
barn, for those horses that have cone back wi th high
tests, is that what you're --

CHAI RPERSON HARRI S: Oh, for those trainers or --
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MR. ELLI OTT: For those trainers.
COVWM SSI ONER SHAPI RO The way it works is that

if trai ner Bob has ten horses and one of them tests

positive, trainer Bob for the ensuing 30 days will be
required to race all of his ten horses out of a detenti on
bar n. Those horses have to be there -- | think the rule
is 24 hours in advance if they're racing. Duri ng t hat
period they are to be video -- there's to be video
surveill ance during -- continuously during that peri od.
Therefore, | think the track set aside for or five, six
stalls that have video in them And | woul d ask that you
do the sane at Cal Expo for all racing conducted there,

just as we've required it for every other racing
associ ati on.

MR. ELLI OTT: Done.

COW SSI ONER SHAPI RO Thank you.

ASSCCI ATE ANALYST MARTEN: M ke Marten

Cali fornia Horse Raci ng Board.

I think there's sone confusion on that. I don't
think there's been a |live surveill ance of everything in
t he detention barn. I think there's been sone. But |

think that the main thing is that it's going on to a tape.
And then if there's sonething occurs in the race that --
you know, form reversal or sonething, then they can go

back to that tape and | ook specifically at it.
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At Bay Meadows, for exanple, | don't believe that
there was a live feed to anywhere to do constant
surveill ance of these detenti on barns.

CHAI RPERSON HARRI S: Well, that's a normal use of

caneras in so nuch that soneone's |l ooking at it as with --
to reconstruct what happened.

ASSOCI ATE ANALYST MARTEN: Ri ght . So | think
what M. Elliott's saying, that if you didn't have to run

the wires to this 24-7 booth, that it would be easier for

t hem

MR. ELLI OTT: I"l'l get it done.

COVM SSI ONER SHAPI RO Fi ne.

EXECUTI VE DI RECTOR FERM N: Santa Anita, as |
know, that goes into security, | believe. Because t here

have been i nstances, for instance, where security has just
seen sonebody -- you know, a groom or whatever go in, and
t hey have al erted CHRB. And t hey go out. And just so
that they know t hat sonebody is watchi ng. So that there
certainly are i nstances where it's a live feed and
sonebody i s nonitoring. They try to certainly keep track
of what's going on in that barn.

ASSCOCI ATE ANALYST MARTEN: Yeah, | think Santa
Anita and Del Mar are way ahead of sone of the others and
have had -- and they're wired throughout the facilities,

I"m pretty sure.

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



12
CHAI RPERSON HARRI S: If that's sone security -- |
nean the dates -- because this is sort of new ground we're
dealing here with, where basically Cal Expo was getting
har ness dat es. Is that in the statutes how many dates you
can get as a fair to run harness races?

MR. ELLI OTT: W're well bel ow. W' re wel |

bel ow. In other words on interpretation this Board has
found that we could -- we could have run nobre, yes, per
st at ut e.

CHAI RPERSON HARRI S: Then you just arbitrarily
pi cked t hat nunber?

MR. ELLI OTT: According to this Board's
interpretation, that's correct.

CHAI RPERSON HARRI S: VWhat's the take-out rate --
there's one take-out rate for harness | think that's quite
a bit higher than the thoroughbred take-out rate. But
since this is a fair neet -- and this is under harness?

MR. ELLI OTT: It's harness, yes.

CHAI RPERSON HARRI S: What woul d t he take-out

rat es be?

MR. ELLI OTT: It will be the sanme as the existing
har ness neet. I can't recite them for you right off the
top of ny head. It will be the existing harness take
out --

CHAI RPERSON HARRI S: Yeah, | think it's --
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MR. ELLI OTT: -- that is currently. It's --

CHAI RPERSON HARRI S: -- about 30 percent nore
t han anybody el se, | think.

MR. ELLI OTT: No, |I'm not --

CHAI RPERSON HARRI S: Why don't you get that for
us just to illustrate.

MR. SCHI CK: I know what it is if you want it.

Thank you, Chairman Harri s.

Chris Schick, Sacranento Harness.

The current harness take out is 17.43 on the w n,
pl ace and show. It was 16. 43 under the workers' conp
pl an. We added 1 percent on the w ns. If all the exacta
take out is exactly the sane, double fecta, trifecta, any
exacta is 24.18.

CHAI RPERSON HARRI S: Ckay. Thank you.

How does it work if, say, you're running at --
one of these afternoons that you're overl appi ng Bay
Meadows, for instance. Wher e does the noney -- if
sonebody bets on Bay Meadows at Cal Expo, where does the
noney go? Does it go -- if it goes in Bay Meadows pool,
what, woul d Cal Expo just get a 2-percent --

MR. ELLI OTT: Sure, a 2-percent | ocation fee.

CHAI RPERSON HARRI S: The sane way if sonebody
woul d bet on Cal Expos - -

MR. ELLI OTT: -- at Bay Meadows? They woul d get
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a 2-percent |l ocation fee as well.
CHAI RPERSON HARRI S: Thanks.

COVM SSI ONER SHAPI RO M. Elliott, can you

descri be what the food facilities will be during your
neeting at -- in other words would the Turf Club be open
and will the food be served -- can you just descri be what

woul d be offered in the grandstands?

MR. ELLI OTT: Sur e. This year -- in fact, yes,
tonorrow we do have a neeting -- we have a neeting with
Ovati ons Fanfare, who by the way happens to be the
contracti ng concessi onaire here at Al aneda's as well as
many ot her fairs throughout the state and venues. Thi s
vear the Turf Club will be fr ee adm ssion. No | onger will
there be a charge to get into the Turf Cl ub. W will have
a full service nenu and buffet, if you will, in the Turf

Club in the evenings during the California State Fair.

Gbviously we'll have the grille. The grille is
f ood service concessi on downstairs, first floor satellite.
We will al so have concessi on stands up around the first
and second fl oor of the grandstand. And | was told today
t hat, because | saw sone hawkers out there in the Al aneda
grandstand, | was told that | could get sone too. They
were selling hot pretzels out of the pouch, and I was told

I could get sone of those as well.

CHAI RPERSON HARRI S: Any ot her issues on this?
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COVM SSI ONER MORETTI : Dave, | had just a couple
of questi ons.

Because we've got this new experi nent going this
year at the fair, have you gotten any particul ar feedback
thus far? And do you have any intentions of creating sone
netric, sone way of neasuring how t he experi ment worKks
ot her than bottomline dollars at the end of the neet?

MR. ELLI OTT: There are a few neasuri ng sticks,
Conm ssi oner Moretti. However, | think everybody in this
room woul d agree that the bottomline is doll ars. I don't
think that there's any secret to that.

I will tell you this: That we have received sone
l etters. It hasn't been an onsl aught of the peopl e that
are upset that were not doi ng thoroughbred racing in the
California State Fair. And we' ve cone to realize that
essentially what it is -- it wasn't necessarily the
raci ng, because everybody in this roomthat's famliar
with northern California raci ng knows that we had 3200
cl ai mers and made dat es. The better horses chose the stay
at Bay Meadows. I underst and t hat. Not a problem

It wasn't necessarily the racing -- a problem
with the raci ng goi ng away. It's the California State
Fair is a major social event, annual social event . And
the race track in and of itself created that social event.

Peopl e that hadn't seen each other all year, they would
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cone because they had a |license 30 years ago. And we' ve
t aken that social event away, and people were -- has | ed
to -- has enotionally charged peopl e, nunber one.

Nunmber two. On the good side, the harness peopl e

that | have tal ked to, the owners and the trainers, | have
not -- we're comng up with lots of different pronotional
types of ideas that are not listed in the application,
because | wasn't sure if | could get them done. However ,

I have not been told no” one tinme with any pronotion that
we're trying to do as it relates to the participation of

t he harness people, the owners, the drivers, the trainers,

t he groons. I haven't been told "no" once, nunber one.

Nunber two, to this date we've only sold nine
| ess season box seats for the harness neet than we did in
2004. It was about 60, 65. So hopefully -- you know, we
have another nonth to go -- hopefully we'll surpass that
box seat sal es nunber.

COVWM SSI ONER MORETTI : That' s great. "' m anxi ous
to see how it goes.

MR. ELLI OTT: So are we.

CHAI RPERSON HARRI S: Any ot her issues on this?

COW SSI ONER SHAPI RO No, other than |I'm
assum ng that your park -- your general parking is not $7.

We'd prefer it's $4? That's a typo, |'m assuni ng

MR. ELLI OTT: That is correct.
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No, no, no. It's $11. If you want to park in
the preferred ot there in California State Fair, it is
$11.

COWM SSI ONER SHAPI RO It's an upgr ade. Ckay.

MR. ELLI OTT: Yes. However, if you're a
satellite custoner you get in for free. If you're a horse
pl ayer at ny fair, you get in for free. Free parking,

free adm ssi on.

CHAI RPERSON HARRI S: Any ot her questi ons?

COVM SSI ONER SHAPI RO No. I'"d nove to accept
this application with the caveat -- with the caveat that
t he video surveill ance be i ncorporated into the program

CHAI RPERSON HARRI S: Do you have a comment ?

MR. HOROW TZ: Yes. Al an Horowitz, Capito
Raci ng.

We'd like to go on the record as objecting to
this license applicati on because of the date all ocati on
part of it, that it is beyond the traditional dates that
the fair has raced thoroughbred racing. And our feeling
is that if dates are allocated to Cal Expo, the facility,
for harness racing, it should go to the tenant, the
| essee. And in this case since there is a | essee, we
beli eve that they should be entitled to put in a l|license
application for those dates.

Thank you.
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COWM SSI ONER SHAPI RO I wanted to ask one nore
gquesti on. I'"'m very sorry.
Over the paddock there is a cover. Is that cover

going to remain with Cal Expo? Because it's going to be
sumertine, and it's very warm

Is that cover going to remain there for the
neeti ng?

MR. HOROW TZ: We have not entered i nto any
arrangenments with either Cal Expo or the new SHA group
with regard to the di sposition of the cover. They haven't
approached us and asked us what we would be doing with it.
And in the absence of sone kind of an agreenent, we wll
probably take it with us.

COWM SSI ONER SHAPI RO You're going to take it
with you?

MR. HOROW TZ: Yes. It just disassenbl es. It's
just a tent.

COWM SSI ONER SHAPI RO Ckay. M. Bartosi k.

MR. BARTOSI K: Nor bert Bartosi k, General Manager
of Cal Expo.

We di sagree with M. Horowi tz' position. We

believe it's a fixture, a part to the parcel of property.

It's a capital inprovenent that they nade. We approved
it. If they wish to take it with them they have to
restore everything that was there before. And we have
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sent them a |l etter requesting
consi der ati on. We're waiting

CHAI RPERSON HARRI S:
it's sonething we're actually
can fight it out.

MR. BARTOSI K: Wel |,
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that they give it sone

to hear back fromthem
Well, anyway, | don't think
i nvol ved i n. " m sure they

we' re happy to discuss it

and work it out with them But that's where we're at.

CHAI RPERSON HARRI S:

Ckay. We' ve got a notion --

VI CE CHAI RPERSON Bl ANCO Second.

CHAI RPERSON HARRI S:
this application.

Al in favor?

(Ayes.)

CHAI RPERSON HARRI S:

The next itemis the

-- and a second to approve

It passes.

application to conduct a

horse racing neeting at the San Mateo County Fair, San

Mat eo, August 10 t hrough 25.

STAFF SERVI CES MANAGER | WAGNER: Jacki e Wagner ,

CHRB st af f.
The San Mat eo County
application to conduct a race

are proposing to race August

Fair has filed this
neeti ng at San Mt eo. They

10t h t hrough the 25th, or 12

days, which is the sane nunber of days they raced in 2004.

The fair is proposing to race a total of 142

races, which is 41 races nobre

t han they raced in 2004.
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They will be raci ng Wednesday t hrough Sunday,
with 11 or 12 races per day Wdnesday, Thurs day and
Fri day, and 13 races on Saturday and Sunday. There wil |
be no racing at the fair on August 15th, 16th, the 22nd
and the 23rd.

First post tine will be 12: 30 p.m on Saturday
and Sunday and 1 o' clock post time on weekdays.

We have received all the informati on necessary
for this application, and staff would recommend that the
Board approve the application as presented.

There is a representative fromthe fair if you
have any questi ons on the application.

CHAI RPERSON HARRI S: VWhen does the Bay Meadows
neet start? Does this really take sone of the -- by
spreadi ng the days out effectively, they're keepi ng that
list going to the Cal Expo neet in Sacranento. But does

Bay Meadows' actual neet start on the 26th?
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STAFF SERVI CES MANAGER | WAGNER: I'"m not exactly
sure when the Bay Meadows -- | believe it is the 26th.
CHAI RPERSON HARRI S: I noticed on the application

t hat t hey have a mandate on quarter horses and nul es and

Arabs, which a lot of those normally al so run at Ferndal e,

whi ch this overl aps. But do you think there will be
sufficient of the other breeds to fill those races?

MS. THURMAN: Berni e Thurnman from t he San Mateo
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County Fair. We' ve been working with the -- and they
beli eve that they'll be able to supply sufficient horses
to both Ferndal e and San Mateo County Fair. We' re goi ng
to schedule the mule races on the | ast two days after
Fer ndal e’ s over. And we have stakes on the Wednesday and
Thur sday.

COVWM SSI ONER SHAPI RO I have only one quest i on
al ong the sane lines, which is ny concern that you have on
Sundays 13 races and 11 -- Sunday and Saturday you have 13
races and 11 or 12 on ot her days. I had -- again, | don't
know i f there's going to be sufficient horses to fill
t hose races with full fields. And | wonder if there
shoul dn't be a m ni rum nunber of starters to determnm ne
whet her or not you actually race those nunber of races. |
nean it's great to see here they've got, you know, so far
full fields and great racing, and at Stockton the sane.
And if there's sufficient horses for both Ferndal e and the
San Mateo County Fair, great. But | just wonder if we
shoul dn't have sone standard of the mi ni nrum nunber of
starters.

MS. THURMAN: Well, W had represented to the
ener gi ng breeds that we would offer the sanmne anmount of
races as were offered during San Mateo Fair and Cal Expo
| ast year. A realistic forecast woul d probably be nore

li ke 120 races. We' re hoping for 142. But we'll | ook at
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the stall apps and the avail abl e popul ati on. And | don't
beli eve we'll be carding 13 races.

CHAI RPERSON HARRI S: Yeah, and | think I'd rather

let the racing secretary and the horsenen at the track

work -- you know, obviously everyone would |i ke to have as
big a field as they can get. But still they need the
flexibility, that | don't think the Board should really

i ntervene, you know, in to say how many races it should
have or how big a field size should be. I nean it's their

busi ness, which is to have as good a field as they can.

MS. THURMAN: And al ong those lines, if we don't
get to fill the maxi mum races, we'll probably ask to anend
the post tinme to 1 or 1:15. It makes npbre sense than a
12: 45 on Pacific C assic Day.

CHAI RPERSON HARRI S: You' re overl appi ng Del Mar.
And it's seens that, you know, if you start t oo early,
you're going to get over quite a bit earlier than Del Mar.

M5, THURMAN: Ri ght .

CHAI RPERSON HARRI S: Okay. Any questi ons on
t hi s?

Any notion on this?

COVM SSI ONER MORETTI : "1l nbpve to approve it.

VI CE CHAI RPERSON BI ANCO Second.

CHAI RPERSON HARRI S: Any ot her di scussi on. Al |

in favor?
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(Ayes.)

CHAI RPERSON HARRI S: Ckay. The next itemis the
Hunbol dt County Fair at Ferndal e on August 11 through 21.

STAFF SERVI CES MANAGER | WAGNER: Jacki e Wagner ,
CHRB st aff.

Hunmbol dt County Fair has filed this application

to race from August 11th through August the 21st, or ten

days, the sane as 2004. The fair is proposing to race a
total of 75 races, just two nore than they ran in 2004.
They will be raci ng Thursday through Monday the first
week, and Wednesday t hrough Sunday the second week. Si x
races will be run on Wednesday, seven races on Monday and

Thur sday, eight races on Friday, and eight or nine races
on Saturday and Sunday. This i s dependent on the
avai lability of horses.

Their first post tine is 1:55 p.m on Saturday
and Sunday, a 2:25 p.m post on Mdndays, Wdnesdays and
Thur sdays, and a 2:55 p.m post on Fri day.

They will be utilizing the CHRB rules for their
wageri ng program

We have received everything for this application.
And staff would recommend that the Board adopt the
applicati on as present ed.

And there is a representative fromthe fair

shoul d you have any questions on this application.
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CHAI RPERSON HARRI S: Any comments on this
applicati on?
Any Mbdti on?
COVM SSI ONER SHAPI RO "1l nove to approve the

applicati on of the Hunbol dt County Fair.

VI CE CHAI RPERSON Bl ANCO: 1'"l'l second.
CHAI RPERSON HARRI S: Al in favor?
(Ayes.)

CHAI RPERSON HARRI S: Passed.

Movi ng ri ght al ong.

Item 5 is application for approval to conduct
advance deposit wageri ng of Xpressbet from July 1, 2005,
t hr ough Decenber 31, 2006.

SENI OR PARI MUTUEL EXAM NER REAGAN:
Conmi ssi oners, John Reagan, CHRB st aff. The whol e of this
application of course is that Xpressbet, which is to nopve
fromone tote provider to another tote provider and from
California to Oregon -- and what | nean is they are
currently operating their ADW hub here in California at
Bay Meadows usi ng Aut ot ot e. This application i f approved
woul d all ow them to nove t o Oregon and use Anilot e.

As | al ways say, of course 90 percent of the
pr obl ens occur when you nmake a change. But once t hat
change, that transition is mde, we woul d hope that such a

change woul d be pretty much transparent to your California
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cust oner s.

However, like | say, it does involve that kind of
a change, from California to Oregon. So we're here to
answer any questions that you m ght have.

I al so know that there's sone Xpressbet peopl e
here, Magna peopl e that would answer ot her que stions you
may have.

COWM SSI ONER SHAPI RO Are there any jobs that
are being lost to Oregon as a result of this?

SENI OR PARI MUTUEL EXAM NER REAGAN: I woul d
expect. At this point | haven't done any analysis as to
what that m ght anpunt to at this point.

CHAI RPERSON HARRI S: So we' ve got to be neutral

t hough because it's between Pennsyl vania and Oregon. It's
not -- it wouldn't be a loss to California.

COVM SSI ONER MOSS: -- job inpact in California,
as | understand it.

SENI OR PARI MUTUEL EXAM NER REAGAN: Li ke I say, |
honestly couldn't speak to that today as we sit here.

MR. DARUTY: Scott Daruty on behalf Xpressbet.

1“1, if I can, just say a brief words about this
application and then answer any questions that the Board
may have.

As John Reagan points out, this is really not a

new appli cati on. This is not a new |license. As you all
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know, Xpressbet is presently |licensed by the State of
California to take wager s from California residents. Al |
we're asking to do is change the tote system that supports
our account wageri ng.

In real non-technical terns, the way I like to
t hi nk about it is you have Xpressbet as a conpany, it's
got its enployees, it's got its custoners, it's got a
website you can | og on. Because it relates to the horse
raci ng i ndustry, obviously it has to tie into the tote
system So Xpressbet over here as a conpany has a wire
t hat cones out of it. And that wire today plugs into a
conput er operated by Aut ot ote. And t hat conputer happens
to be located in northern California.

All we are asking to do is to unplug that wire
froman Autotote hub and plug it in instead to Amlote up
in Oregon.

CHAI RPERSON HARRI S: I thought -- you said
northern California -- Autotote was in Pennsyl vani a.

MR. DARUTY: No, the hub that we're operating are

-- the hub we're operating Xpressbet out of is located in

northern Cali fornia. But, again, that has nothing to do
with Xpressbet as a conpany. We're not tal ki ng about
Xpressbet | obs. All we are doing is unplugging from

Aut otote and plugging in to Anmilote up in Oregon.

Two key points: First of all, the Anmlote hub
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which we're going to plug into is already a hub where TBG
and YOUBET operate out of. So we're not asking today to
bring in anything new or different or unusual. Thi s Board
has al ready approved two account wageri ng providers to
operate out of that hub. And we're just asking to be the
t hird.

The second key point is: There are no jobs in
Cali fornia that are nobving to Oregon. Agai n, you have
Xpr essbet . Xpressbet has a conpany. It's not changi ng.
Its operations are not changi ng. Its enpl oyees are not
changi ng. All we're doing is unplugging from one tote
system and plugging i nto the ot her.

So | recognize -- | nean we approached the uni on.

Obvi ously we al ways want to be open and talk with our

partners in the industry. And | understand they may have
sSone concer ns. But when we really pushed it -- and
they're here today, and they'll say it in their own words.

But their concerns appear to be more directed towards
account wagi ng as a whole, and that nmaybe they're not
happy with the way that has all turned out.

That's really a separate issue. That has not hi ng
to do with what we're asking today. This application, if
you approve it, is not going to | eave one loss of a job --
one job in California.

And as | said, |I'd be happy to answer any further
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gquestions if | can.

CHAI RPERSON HARRI S: Thank you.

Any questi ons of Scott?

M. Castro.

MR. CASTRO Ri chard Castro, Pari-nutue
Enpl oyees Guild Local 280, California.

Yes, we do not want you to allow themto nobve
their hub from California i nto Oregon. We feel that
you' ve made a m stake, as Scott pointed out, in |icensing
t he ADW conpanies, allowing themto have their hubs in
Or egon. Their hubs shoul d be here.

VWhat we woul d suggest you do, is this would be an
excellent tinme for you to force the other two conpanies to
cone back into California and have their hub here.

In fairness to this conpany -- that's one issue.
In fairness to this conpany, at | east this conpany has net
with us as you ordered. The ot her two conpani es have not.
Thi s conmpany has done npbre to try to resolve the issue
t han t he ot her two. And yet here | am protesti ng what
t hey' re doi ng, and yet these peopl e have actually been our
best friends trying to work this out.

I feel really frustrated doing this. I feel
sorry that they feel that they have to get out of the
Aut ot ote and get on to Amlote to get a better worKking

system I'"m not going to bel abor the i ssue of how we al
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feel about the way the tote conpany
But | don't represent | BEW 3.
t hat possibly they may | ose an oper at or

have t he busi ness goi ng through the hub

But, again, | don't represent them

That's pretty nmuch what | have

i ssue.

CHAI RPERSON HARRI S: Any ot her

audi ence on this?

MR. CASTRO That's fair.

CHAI RPERSON HARRI S: I have to

this is a business decision on the part

if they want to just change their hub,

if they feel that Amlote's better

don't really have a problem w th doi ng

Do any of the other

on it?

COWM SSI ONER MORETTI : If this

is to unplug, | don't

probl em woul d be to back -- what

we tal k about this.

MR. CASTRO It's hard to hear

COVM SSI ONER MORETTI : Sorry,

i ssue is dealing nore

I say ny

rai sed, which would be when
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capabl e to do

have a problem wi th that.

we need to do next
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runs soneti nes.

But | woul d think
because they won't

at Bay Meadows.

to say on this

comments fromthe

di sagr ee. I think
of Xpressbet. And
t he oper ator,

it, |

it.

conmi ssi oners have thoughts

parti cul ar i ssue

My

ti ne

you back here.

Ri char d.

wi th what you

it's tinme to relicense agai n.
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They are currently |licensed. If they want to plug and
unplug, | don't have a problemw th that.

MR. CASTRO Well, can | assune that that's what
the Board feels, that you -- |I'mgoing to ask the Board.
Can | assune that the Board is taking the position that
you' ve |icensed conpani es and you're not willing to
revisit licensed conpanies -- to revisit these |icensed

conpani es, these ADW conpani es? And the reason that
bot hers nme i s because |'ve been to enough st ewards
meetings where it's alnost like | feel that if ny nenber

vi ol ates sonet hi ng, you autonmatically have a heari ng

before the case is even heard. And this is kind of the
sane thing for here. The hubs were supposed to be here in
Cal i fornia. You granted |licenses and they | eft the state.

You peopl e were appoi nted by a Governor that

| ooks out for jobs in the State of California. I know I
have all of your synpathy on thi s issue. We're trying to
work with you on this issue. But if you're telling ne

today the position is that you're not going to review the
li cense, then we need to nbve on to anot her venue, and we
will do that.

CHAI RPERSON HARRI S: Wwell --

COVM SSI ONER MORETTI : Not in the m ddle of the
dur ati on. They are licensed currently. They are
currently |icensed. Their license is not up for review
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t oday.
CHAI RPERSON HARRI S: Yeah, all we have --
MR. CASTRO I understand that.
CHAI RPERSON HARRI S: We don't -- | nmean the
br oader i ssue, which |I don't necessarily agree with you on

anyway, but --

MR. CASTRO Have you ever agreed on other than a
chi cken fried steak?

(Laughter.)

CHAI RPERSON HARRI S: I would be afraid |I'd be on
the wrong side of it.

But the bother issue, the whole jobs issue and
all -- issue are a whole set of issues not really on the
agenda. All we're | ooking at here is can they nobve their
provi der from Autotote to Anilote.

COW SSI ONER SHAPI RO I personally am very
synpathetic to the i dea that when ADWcane to California
the i ntent was for those hubs and those jobs to be here.

I think that it's sonething that we as a Board should
review at the appropriate tine and | ook to bring those
j obs back to California.

In this particular instance, with the issue

that's before us today however, what |'m hearing is that
there is no job | oss. They are switching from one tote
provi der to anot her. And so | personally would be in
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favor of granting Xpressbet the ability to switch from
Aut otote to Anilot e. But | remain synpathetic, as |
beli eve this entire Board has been synpathetic, it's

spoken to, that we feel that you were snookered and we

wer e snookered with respect to the | ocation of the hubs.

CHAI RPERSON HARRI S: I don't know if | would
up - -

MR. CASTRO We won't go that far.

CHAI RPERSON HARRI S: Well, no, there' s been a | ot
of rhetoric on this whol e thing. But | nean we're in an
age of automati on. There aren't hordes of jobs out there
avail able is the problemthat's out there. Aut omat ed
system

COMM SSI ONER SHAPI RO Well, I'"mnot talking
about the quantity of jobs. The notion was originally
t hough, from what | understood, that those hubs and

what ever jobs there were would be |l ocated in California.
And |'ve spoken to M. Castro personally and s aid, you
know, this is going the way of a tel ephone operator.

Aut omati on and technol ogy is going to change hopefully the
way t hat people bet at the race track. I am a strong
proponent of upgradi ng our systens and noderni zi ng our
syst ens. But that's an i ssue for you to create jobs that
adapt to today's technol ogy.

But in this case, again, | think that we're
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dealing with a specific issue, and I would recomend -- |
would be willing to support the change.

CHAI RPERSON HARRI S: Do you nove that?
COW SSI ONER SHAPI RO Therefore, I will make a
noti on that we grant Xpressbet's request to relocate the

hub from Autotote to Anilot e.

VI CE CHAI RPERSON Bl ANCO: I have one questi on.

VWhen | first got on this Board -- and | think
have a year and a half to go. When does this |license
expire?

SENI OR PARI MUTUEL EXAM NER REAGAN: At the End of
2006.

CHAI RPERSON HARRI S: I think we did a two-year
license back in early part of this year sonetine or --

SENI OR PARI MUTUEL EXAM NER REAGAN: It was | ate
| ast year.

COVM SSI ONER SHAPI RO Decenber .

CHAI RPERSON HARRI S: To this extent, the current
license is just --

VI CE CHAI RPERSON BI ANCO: So we will have an

opportunity next year to revisit this job situation.

Because | was told -- and | think Al an Landsburg was the
head comm ssi oner at that tine. He was i nsi stent that
t hese jobs stay in California. I1'"l'l be very honest wth

you. That's why you got ny vote initially. But t he j obs
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didn't stay in California. And | feel | was snookered
or -- | think everybody that was on this Board was

snooker ed.

CHAI RPERSON HARRI S: I don't know if it was
snooker ed. It was -- at the tine we did it we knew it
wasn't in California. I think the jobs we were tal Kking

about were nore tel ephone operator jobs versus autonmated
bets, | nean -- so | think the issue would be if we woul d
mandate that there were X nunber of actual |ive operators
that a certain ADW provider had. But t hat woul d be what
we could do for -- | don't --

VI CE CHAI RPERSON Bl ANCO: I agree with you, John.
I agree with the decision that we're nmaking ri ght now what
we have to do. But |I've seen the sem conductor i ndustry
get snookered by Oregon, cone down and just pick every
sem conduct or plant up and noved it up there. I see the
sane t hi ng happeni ng here. I think California has to stop
bei ng a pushover. You know, you get the technol ogy here
and then all of a sudden you npbve sonepl ace el se, and |
think it stinks personally.

CHAI RPERSON HARRI S: Yeah.

MR. CASTRO Well, et me make this real easy. |
don't -- we don't want to hurt their busi ness. We wer e
extrenely fortunate in negotiati ons. In negoti ati ons we
got a new coll ective bargai ni ng agreenent. And better
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than the coll ective bargai ni ng agreenent, or just equal,

we all wal ked away with a good feeling. We all feel that
we can wor k together. I don't want to | ose any of that.

So what | suggest is go ahead and do what you're
goi ng to do. I1"1l accept that.

But you and |, M. Harris, will have a neeting at
Harri s Farns. And you and | are going to go to the
transcripts and |I'm going to show you where you're in
error back in those years. And I'll save it for Harris
Far ns.

CHAI RPERSON HARRI S: I spoke up now. I didn't

want to cloud it again.

But actually | do congratulate M. Castro for
doi ng a great job on that collective bargai ni ng agreenent.
That was a nmmj or i ssue.

( Appl ause.)

CHAI RPERSON HARRI S: We' ve got a notion on the
fl oor.

Do we have a second?

VI CE CHAI RPERSON BI ANCO Second.

CHAI RPERSON HARRI S: All in favor?

(Ayes.)

CHAI RPERSON HARRI S: Passed.

The next itemis Item 6. Sonething to do with

i ssues related to Capitol Racing.
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SENI OR PARI MUTUEL EXAM NER REAGAN:
Conmmi ssi oner s, yeah, you're correct. We' ve di scussed this
a nunber of tines.

Two itens on the agenda today, the first one
bei ng of course the situation with the pronotional nopney:
Should it have been split? Should it have not been split?
I understand -- we all know that this is in litigation at
this tine.

And the second issue has to do with the purse
account, the status of the over or under paynents.

So | know that there are people fromcapital here
today, and |'m sure you have sone questi ons.

CHAI RPERSON HARRI S: Ri chard, do you --

COVMM SSI ONER SHAPI RO WAy you | ooki ng ny way?

Ckay. As we all know, this is a conplicated and
| ongst andi ng i ssue. And so let's deal with the pronotion
fund.

The position -- and for the rest of the Board
is -- the position that as | understand it is that the --

there nmust be a written agreenent to provide that if the
pronotion fund i s going to be handled in any way ot her
than is split equally, there would have to be a witten
agr eenent . The horsenen’'s agreenent does not provide and
have | anguage which states that there is anythi ng ot her

t han an equal split.
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In the neetings that we've had, there was
contention that there was i nformal and verbal agreenents

to the contrary.

Havi ng di scussed the issue with all parties,
however, | personally believe -- that | have not seen
anything to evidence that agreenent, and | woul d be

recommendi ng that Capitol Racing have to return the noney
that is due to the Horsenen's Associ ati on, as the
pronoti on fund shoul d have been equally split. I have yet
to see anything to convince ne otherwi se with that.

So | would be recommending to the Board that the
Board i nsist that the pronotion fund be -- it needs to be
recal cul ated and that Capitol pay to the Horsenen's
Associ ation their 50 percent share of the pronotion fund.

SENI OR PARI MUTUEL EXAM NER REAGAN: For the
benefit of purses, M. Shapiro?

COVM SSI ONER SHAPI RO Yes.

SENI OR PARI MUTUEL EXAM NER REAGAN: Thank you.

COVM SSI ONER SHAPI RO If there's -- anybody have
a comment? O herwise |I'll make a notion

MR. BENBROOCK: Yes. Thank you.

My nane i s Bradl ey Benbrook. I"ma litigation
counsel for Capitol Racing in the Desoner | awsuit. My | aw
firmis Stevens & O Connell in Sacranento.

And notwi thstanding ny role as |litigation
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counsel, ny nessage and request here today, | adies and
gentlenen, is to -- for the Board to take no acti on today
that will add to the existing litigation and create

potentially new litigation.
VWhet her or not the Board takes a position today
as to what should or should not have taken place with

respect to the .5 percent pronotional fund npbney, that

issue will be decided by the court in litigation. And
with respect -- if the Board does weigh in to take a
position, it will add to the litigation in Sacranento
Superi or Court. And it would be very unfortunate for that

to happen, particularly considering that the plaintiffs in
t he Desoner | awsuit have said that the Board does not have
the authority to cone in to this di spute and choose si des
bet ween horsenen and the operator on this issue.

We'd |li ke you to agree with us. But the law is
that the Board can't cone in and choose sides on the
contractual dispute issue.

COVM SSI ONER SHAPI RO Well, | need to --
because, M. -- Is it Benbrook?

MR. BENBROCK: Yes.

COMM SSI CNER SHAPI RO M. Benbr ook, W' re not
choosi ng si des here. What we're doing is we're the
regul atory body that is required to enforce the rul es and

the regul ati ons of the State of California as it pertains
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to horse racing. I don't see how our action is going to
contribute to any further litigati on what soever.
What is before us is an issue. The i ssue is:

Have t he purses been distributed pursuant to | aw? As we
look at it, the rules are very clear with respect to how
t hese nonies were to be distri buted. As we have | ooked at

it, we have not been presented with anything to conpel us

to go contrary to the existing | aw. And, frankly, I'm --
I don't want to say |'m of fended. But, you know, if it
means nore litigation or it has an effect on litigation,
you can al ways bring | awsuit. Okay? | don't think that

our deci sion should be swayed by what you're doing legally
in litigation. We still have an obligation to the state
and to the horsenen and to every participant to enforce
the rules evenly and pursuant to racing | aw.

So all |I'm suggesting is that we | ook at racing
law and interpret that -- as it's witten. And in this
case those pronotion nonies should have been split between
t he horsenen and the raci ng associ ati on. If you choose to
bring a lawsuit claimng otherwi se, then that's up to you
to do between you and you're clients.

MR. BENBROOK: Well, if I may respond
Commi ssi oner .

I heard you say earlier that the Board's position

or the Board's understanding of the law is that the npney
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has to be split 50/50 in a witten agreenent. The law is
that the pronotional fund npbney shal |l be split pursuant to
the parties' witten agreenent. It doesn't say 50/ 50.

It's however they shall agree. You're right, there is
testi nony -- there has been testi nony by David Neunei ster

and ot her past presidents agreed that there was an oral

agreenent that the pronotional fund noney shall be

split -- or shall be used for pronotion and not put in to
t he purse pool. Everybody refers to it as the pronoti onal
fund noney. So it's not a novel concept that the npbney

woul d be used for pronotion i nstead of going into the
purse pool and i nto peopl e's pockets.

So the fact of the matter is there was an
agreenent that it would be used for pronotion and it was
used for pronotion and the horsenen benefited fromthat.

COVM SSI ONER SHAPI RO Yes. But the difference
is that the racing association in this case took all of
t he nbpney without a witten agreenent otherw se pernmtting
them -- that permtted themto do that. Ther ef ore, what |
am advocating is that absent a witten agreenent, the
noney shoul d be distri buted pursuant to what the | aw
st at es. And it's nmy understandi ng that that would nean
t he horsenen would get 50 percent and the racing
associ ati on would get 50 percent.

I have yet to see anything that conpels ne to
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beli eve that there was an agreenent -- a witten agreenent
bet ween the parties to allow Capitol Racing to take that
noney and use it w thout the horsenen's consent.

Therefore, all 1'm suggesting is that this Board enforce
the rules that are before us. If you want to contend

ot herwi se, then you should do that.

MR. BENBROOK: Well, yes, sir, we wll. And
just would reiterate the | aw doesn't say it shall be split
50/ 50. The | aw says shall be split as the parties wll
agr ee.

COVM SSI ONER SHAPI RO And | believe the
written -- and | believe if you go back to the horsenen's
agreenent -- and | do not have it in front of ne. But |

think that there is verbiage in the agreenent that woul d

then dictate t hat these nonies were split 50/50.

MR. BENBROOCK: Well, if you'll indulge ne, that's
right, there -- that's not right. Actually it says that
t he gross i ncone derived from sinul casting shall be split
equal ly as conm ssi ons and purses. But pronoti on fund

noney i s one of the statutorily required deducti ons from
gross i ncone. It's not incone. It's pronotion fund
noney. It's supposed to be used for pronotion, and it was
used for pronotion.

And as far as evidence about how it was supposed

to be used, as | say, we've got the forner presidents of

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



42
CHHA saying that there was an agreenent to use it in this
way . And the current executive director of CHHA has
witten a letter to the Board on April 13 confirm ng that

t he | anguage that you're just referring to did not cover

t he use of pronotion fund money. He says -- and I1'11
quote fromthe letter -- "After having this matter brought
to our attention last fall during contract negoti ati ons

for the current 2005 spring neet, CHHA requested that
Capitol agree in the horsenen's contract to split the
proceeds equally and add those prono funds to the 2005
spring neet purse account.” They did agree to do that.

So CHHA said, "Hey, let's change the agreenent,
because we haven't ever dealt with this before in the
agreenents. " They requested a change. They got a change.
But nmake no m stake about it, there was a change in the
pri or agreenent, that the | anguage in the prior agreenment
did not cover the pronotion fund nopney.

So you have everybody who's a party to the
agreenent in the past saying this | anguage in the
agreenent doesn't cover pronotion fund noney. And now you

have soneone conming in, M. Bardis, candidly, who's not a

part of the agreenent, saying, "Well, | don't care what
the parties to the agreenent sai d. I know better. And
here's what it neans. It means that half of the pronotion

fund noney should have gone into the purse account.”
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So when | said earlier about -- when | referred
to choosing sides in this matter, | think it's only fair
to address reality. There are a few horsenen, incl uding
nost prom nently M. Bardis, who' s saying, "Hey, wait a
second. There's a potential gotcha here. W don't see a
written agreenent that governs the use of the pronotion
fund noney. So let's just say" -- "let's go back through
all the past several years and retroactively say it should

have been used for the purses, notwi t hst andi ng the fact
that it was used for pronotion and that the horsenen
benefited fromit, including M. Bardis.

So given that, it would be npst unfortunate and
i nproper, frankly, to cone down on the side of M. Bardis.

And as | said, that is the el enent of choosi ng si des,

whi ch the horsenen's benevol ent case says that the Board

can't do in a contract dispute. And we've cited that.
M. Bieri cited that in his April letter. I refer to M.
Berry's April letter on the pronotion fund npbney -- the

pronoti on fund i ssue.

And we'll | eave the -- 1'll | eave ny coments at
t hat unl ess you have any ot her questions on the pronotion
fund i ssue.

Do you want to -- shall | address the Item B?

COWM SSI ONER SHAPI RO No, not at this tine.

MR. BENBROOCK: Ckay.
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COWM SSI ONER SHAPI RO Thank you
MR. KENNEY: Ben Kenney, President of CHHA. Let
nme say a few things.

We' ve al ways split basically everythi ng 50/ 50.

This is not anything that is a surprise. This isn't, you
know, to be determ ned. Everyt hi ng has been spli t sort of
50/ 50. And as far as was there a change -- | can tell you
I'"ve been on the board al nost five years. And until the

Decenber of this past year, none of us knew what the

pronoti on fund was. None of us voted on a pronot i on fund.
Nobody even knew that we had access pronoti on fund. Thi s
was an anyt hi ng what -- that we had access to a pronotion
fund. This was a new thing that we decided to change from

our previous agreenent to now into the agreenent of,
"Well, now, let's put it in the current contract as a form
of just split in the purses.”

Thi s was sonet hi ng new. We di scovered it. And
as far as, you know, Chris Bardis is concerned -- and he's
got his suit. We feel that these npbnies do belong to the
hor senen. And the law is the | aw. We're not here to try
this case today. We're not here to wordsnmith this case.
The racing law is fairly cl ear. We're just asking you to
enforce it.

Thank you.

CHAI RPERSON HARRI S: I'"m not conpletely clear on

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



45

the actual fund, if there -- | think everyone agreed to
t he fund. But the two parties don't seemto agree if
noney was actually spent for pronotion out of this fund or
not . As | understood it, it was a pronotional fund, but
it never really got used. But did -- does Capitol know
that it was used and - -

COVM SSI ONER SHAPI RO Yes. The gentl eman
properly just clarified for you.

Capi tol has contended that they used this
noney -- they used both their half of the npbney and they
used the horsenen's half of the nbney to pronote the
neeti ng. They believe that they pronpted it with
adverti sing and the daily racing form and ot her things.
So Capitol has taken a position that they have used the
noney for pronotional purposes.

The issue is that the horsenen have taken the
position that they were not consulted, they were not
advi sed and, in fact, they did not agree for Capitol to
use its half of the nbney as Capitol deened necessary --

appropri at e.

MR. BENBROOK: If I my respond, and |I'll keep it
bri ef.

Wth respect to the statenent that the horsenen
take that position. Well, as you heard a coupl e of

neeti ngs ago the fornmer president of the CHHA has st ated
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to the Board, "This was our agreenent. The agreenent was
that the .5 percent would be used for pronotional fund
noney. " Presi dents act on behalf of their organi zati ons.

For the gentleman to say that nobody knew, nobody
had any idea about this, it's really hard to accept given
t he accounti ng that was provided on a weekly basis to the
horsenen about the use of the purse pool -- of the npbney.

Thank you.

MR. KENNEY: Let ne say this: Once again, |I'm
Ben Kenney, President of CHHA. I've been on the board the
|l ast five years. Thi s gentl eman has not. We' ve never
heard of this up until the last five or six nonths ago.

There is no docunent, you know, there's no accounti ng
weekly of the purses or pronotion nonies that were spent.
We have never had that and that's just -- that's w ong.
MR. BENBROOCK: We can keep goi ng back and forth.
I will agree -- there's sonething we will agree
on. " m not a board nenber of CHHA. M. Kenney is not
di sagreeing that in fact the president of that
organi zati on has authori zed these agreenents.
And just to get again to M. Harris' question.
It's not just Capital' s contenti on. Capitol will be
able -- can show anybody who's i nterested how t hat npbney
was spent and that it was in fact spent; and show how

unfair it would be, given that it has been spent, to cone

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



47
in after the fact and say, notwi thstanding that it's been
spent and not wi thstanding that the horsenen have been
benefited fromthat, "You still have to pay this noney to
t he horsenen. ™
Thank you.

MR. KENNEY: Let ne say this one | ast thing.

Yes, | do disagree that there was an agreenent. There's

no docunents, no evidence of any agreenent from M.

Neunei ster to M. Horowitz or whatever it is -- M. Shell,
M. Horow tz. There's -- nobody that | know was t here.
Not only that, is the law is the | aw. I don't want to
cl oud this up. It's a fairly sinple issue. Your racing
law states it nust be witten. That's it.

COMM SSI ONER SHAPI RO I appreciate all the
testi nony. It would be ny recommendation to the Board
that we still require that Capitol be required to repay

this noney to CHHA pursuant to racing |l aw and al so the

hor senen’' s agr eenent. And specifically Section 13b of the
2004 contract between Capitol and CHHA states, "Gross

i ncone derived from si mul casti ng an advance deposit
wageri ng, ADW, of live racing fromthe neet shall be split
equal ly as comm ssions and purses in accordance wi th
California statutes pertaining to off -track wagering in
ADW "

I don't think that it is -- we're going to
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adj udi cate this. And |'ve certainly heard both sides.
But it would be ny recommendati on that we act accordi ngly.
And, therefore, if you're ready |I'll rmake a noti on.

CHAI RPERSON HARRI S: Yeah, just a clarification.

As | understand it, Capitol is overpaid by nore
t han this anpbunt anyway. So it's not really going to
cost --

COVM SSI ONER SHAPI RO That's not necessarily
true, no.

CHAI RPERSON HARRI S: We can - -

COVM SSI ONER SHAPI RO We're com ng up to that
i ssue and that's a --

CHAI RPERSON HARRI S: Gk ay.

COVM SSI ONER SHAPI RO Therefore, | nobve that we
require Capitol Racing to pay to CHHA 50 percent of the

ADW pronoti on fund noni es.

CHAI RPERSON HARRI S: Why don't we clear -- where
woul d nbpney go, into a past purses or future purses or --
COVWM SSI ONER SHAPI RO I believe staff has
cal cul ated what that anopunt is. At about 1.45 million, is

that right?
SENI OR PARI MUTUEL EXAM NER REAGAN: Yes, sir.
COVM SSI ONER SHAPI RGO And the nonies would
then -- | guess that's a different i ssue.

CHAI RPERSON HARRI S: I mean it would -- it would
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of fset the overpaynent first, and even though | realize
there's sonme other nobnies out there.

COW SSI ONER SHAPI RO Ri ght . In the event that
t he nobney should be used to equalize any overpaynent, if
there is an overpaynent, and it should be distri buted
pur suant to what racing | aw provi des.

CHAI RPERSON HARRI S: Ckay. Go ahead.

MR. HOROW TZ: Al an Horowi tz, Capitol Racing.

As a point of clarification in your notion. It

t al ked about Capitol Racing returni ng noney to CHHA. The

provi si on of | aw says for distribution of purses. And t he
question i s: Are we tal king about giving a | unp sum of
noney to -- or being required to provide a | unp sum of

noney to the horsenen's association? O are we talKking
about wor ki ng out sone fornula or sone way of returning it
to the purses? And then the i ssue becones, since these
funds supposedly started in 1997, are we tal ki ng about a
lunp sum for horsenen that are racing today, do they
becone the beneficiaries of this by way of sone fornul a?
O are we obligated -- and sone horsenen would cont end
that we owe it to the horsenen who raced in those years on
sonme kind of pro rata distribution retroactively to them
And in fact we've had a conversation wi th two
i ndi vi dual s who believe that if funds are to be returned

to the purse pool, that they be able to benefit because
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their horses raced in '97, '98, '99 and the like. I''m
| ooking for clarification on your notion. " m not stating
a preference or, you know. And maybe the staff can work

with the other nenbers of the staff.

CAOVM SSI ONER SHAPI RO Yeah, | would ask that
staff work with Capitol and CHHA and any ot her appli cabl e
harness entity that should be involved to advi se on how
t hose noni es should be returned, and let staff report back
to us on that.

MR. HOROW TZ: I'"d li ke to add one t hought. And,
that is, that while the itemisn't before the Board today,
there was a letter sent to M. Shapiro indicating that the
sane type of shortfall to purses accrued during the tine
that Los Al amitos ran harness raci ng. And t he sane
questions then are applicable, in particul ar, because |
certainly can attest, and | know that the other past
presi dents can attest, to the fact that not only wasn't
there a witten agreenent, there was no oral agreenent,

and that no portion of the additional npbnies, that half a

percent, went to the horsenen at all. Managenment kept
t hat noney. It wasn't spent on pronoti ons.
So | would a appreciate if -- that foll ow up

neeting if the Board would essentially address the other
portion of this issue.

COWM SSI ONER SHAPI RO M. Horowitz, | think
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that's totally in order. It is nmy understandi ng that |
think it was when the Premnm er Raci ng exi sted and at Los
Al amitos race course -- Los Alami tos race course has
advised ne in witing that they did not distribut e nponey
t hat they should have di stri but ed. They have told ne that
they're willing to do so. And | woul d al so suggest that
this be agenda'd so that we can deal with that in the sane
manner that we're dealing with this. I totally agree wth
you.

MR, HOROW TZ: Thank you.

MR. KENNEY: Conmmi ssi oner, one thing on your
noti on. This is not ADW npney. So woul d you put that
t hrough on your notion?

COWMM SSI ONER SHAPI RO Fi ne.

CHAI RPERSON HARRI S: Okay. You want to restate
your notion and we'll get a second.

COVM SSI ONER SHAPI RO You couldn't do it?

CHAI RPERSON HARRI S: No.

COVWM SSI ONER SHAPI RO Ckay. I woul d nove t hat
t he pronoti onal nonies that have been used by Capit ol
Raci ng be reall ocated such that 50 percent of those nonies
are credited or paid to the purse pool of the harness
hor senmen, that staff be directed to advise us on how t hose
noni es should ultimtely be returned and what the best

formis and the -- oh, pursuant to Code Section --
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brilliant here -- Section 19605. 7c of the Raci ng Code.

CHAI RPERSON HARRI S:

VI CE CHAI RPERSON Bl ANCO ' ve seconded t hat.

CHAI RPERSON HARRI S: Any nore di scussi on?

All in favor?

(Ayes.)

CHAI RPERSON HARRI S: Passed.

M . Benbr ook.

MR. BENBROOCK: Yes. I"msorry. I'"ma | awer. |
can't help nysel f. I just want to nake note for the
record that M. Horowi tz' request for clarification wasn't
an agreenent or a consent that this was the right thing to
do here.

Thank you.

CHAI RPERSON HARRI S: We under st and t hat.

SENI OR PARI MUTUEL EXAM NER REAGAN: Staff will
t ake care of this.

COMM SSI ONER SHAPI RO Thank you.

CHAI RPERSON HARRI S: Ckay. If you want -- can we
take just a quick break. Is it a good tine for you?

Let's take about a 10-m nute break and then we'l|l

go.
( Ther eupon a recess was taken.)
CHAI RPERSON HARRI S: M. Chillingworth wanted to
nove us up to the itemon the charities at OGak Tree. Can
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COWM SSI ONER SHAPI RO It depends if M.

Chillingworth is going to - -
CHAI RPERSON HARRI S: We' ve got
we'll take out of order.

Wul d you report on that.

ltem 12, which

SENI OR PARI MUTUEL EXAM NER REAGAN: John Reagan,

CHRB st aff.

Conmmi ssioners, this is a request from Gak Tree to

di stri bute $64, 000 in charity nopney. They're giving a

hundred percent of it to horse-racing-related charities.

They are doing it at the correct percent
recommend approval .

COWM SSI ONER MORETTI : I's that

age per | aw. We

a first?

SENI OR PARI MUTUEL EXAM NER REAGAN: No.

CHAI RPERSON HARRI S: I think it
it to the horse-rel ated-chariti es.
Do | have a notion?

No, go ahead.

is good to give

MR. GHI DELLA: Ji m Ghidell a, Thoroughbred Owners

of Cali fornia. I'"m al so a board nenber

of the Norther n

Cal i forni a Equi ne Foundati on. And | just wanted to

publicly thank OGak Tree for donati ng $25, 000, enabling us

to buy a digital radi ography unit for our hospital. That
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in conbination with a very generous gift from owner Shel
Kivolly allowed us to go through with the purchase. And
we t hank them both very, very mnmuch.

CHAI RPERSON HARRI S: Yeah, that is an excell ent
hospi tal .

Any ot her questi ons here?

I"d li ke to get this passed before Chilly gets
back i n here.

(Laughter.)

COVM SSI ONER SHAPI RO John, | have about 50
questions for chilly.

(Laughter.)

MR. CHI LLI NGWORTH: Car ef ul . I'"min a crouched
position, ready to go.

(Laughter.)

CHAI RPERSON HARRI S: W'd |like to see the | ast
year's tax returns for each of these charities.

(Laught er.)

CHAI RPERSON HARRI S: Ckay. Is there a noption on
t hi s?

COVM SSI ONER SHAPI RO So nopved.

VI CE CHAI RPERSON BI ANCO Second.

CHAI RPERSON HARRI S: All in favor?

(Ayes.)

CHAI RPERSON HARRI S: Thank you very nuch.
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COVWM SSI ONER SHAPI RO Have a nice flight.
MR. CHI LLI NGWORTH: Sout hwest will | ove ne.
VI CE CHAI RPERSON BI ANCO Take the bus.
CHAI RPERSON HARRI S: Ckay. Next itemis lItem 7.
That is the -- we going to do -- we're hal fway t hrough.
SENI OR PARI MUTUEL EXAM NER REAGAN:

Conmi ssioners, this is the other half of the item

regardi ng the purse account at Capitol. The question is
of course how many peopl e are under pai d, over pai d. And
the way Capitol calculates it right now, it is overpaid.

And we were aware of these other anpbunts of npbney that can
be di scussed. And if they're so applied in various ways,
t he account nmay actually be under pai d. And that's the
whol e i ssue before us today.

COVWM SSI ONER SHAPI RO M. Chairman | would
ask -- | asked our Attorney General to |look at this matter
for us. And | woul d ask that he advi se us before we hear

any nore discussion on this what his feelings were on this

i ssue.

DEPUTY ATTORNEY GENERAL KNI GHT: I don't have an
opi nion fromthe Attorney General's office. But |
viewed -- | have reviewed the issue. And it seens to ne

that there's been contentions that there were overpaynents
made. And it's a rather conplex issue, but the bottom - -

if we cut to the chase, the issue is that there were

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



56
certain funds that were due -- that were purse desi gnat ed
funds that were due to Capitol from Los Al am tos. And
because of sone ot her disputes between Los Al am tos and
Capitol, those funds were being withheld by Los Al am tos,
pursuant to ultimtely a nutual agreenent of the parti es.

Nonet hel ess those npbni es were due and payable to
Capi tol . They were just being used to pay sone ot her debt

or to protect agai nst nonpaynent of sone debt that was

oW Nng. So the way | see it -- and | think it's very
sinple -- is this: That those npbnies -- those purse --
well -- and while this was going on, Capitol, as |

understand it, continued to pay purses at the | evel that
assuned they were receiving these purse-desi gnated funds
that were being withheld to pay this other debt or to
protect for paynent of this other debt.

So, when you |look at it that way, which |I think
is the only way to |l ook at it, you have a situati on where
there is really no overpaynent of purses because the
purses were being paid in accordance with the noni es that
wer e due and payable, admittedly -- everybody can see
t hese were Capital's nonies. They were purse-desi gnated
noni es. And, therefore, to the extent that they cl ai man
over paynent based on these nobnies that are being -- had
been agreed to be held to pay sone other debt, that's not

an over paynent. So it's -- at least it's not an informal
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advice or a view that that's -- that is not an
over paynent .

COWM SSI ONER SHAPI RO So to restate it a
different way, the purses t hat were gener ated generated at
a certain | evel of handl e. As a result of other disputes
regardi ng i npacts, payable or not payable, to Los Al am tos
race course, this Board allowed Los Alanm tos to hold what
is called 612 nobney. And Capitol continued to pay the
purses at the |l evel that the purses were bei ng gener at ed,
and yet the npbney that was being -- as if the 612 npbney
was not being held; is that correct?

DEPUTY ATTORNEY GENERAL KNI GHT: That's correct.

COVM SSI ONER SHAPI RO Therefore, the nobney that
is currently 612 npney, if the inpact issue was neutral,
what ever happened regardl ess of that, would the 612 npbney
t hen be Capital's npbney since they had paid purses as if
that noney had been received?

DEPUTY ATTORNEY GENERAL KNI GHT: It's ny
under st andi ng t hat nobody di sputes that the 612 nonies are
in fact capital's nonies. It's sinmply --

COMM SSI ONER SHAPI RO But can you just answer
t he questi on pl ease.

DEPUTY ATTORNEY GENERAL KNI GHT: They were
Capital's nobney in the sense that they were first

desi gnated funds that were to be distributed to Capitol.
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But pursuant to agreenent by Capitol, they were being held
as security for this other dispute.

That's nmy under st andi ng.

COMM SSI ONER SHAPI RO Ckay .

DEPUTY ATTORNEY GENERAL KNI GHT: So they were
Capital's nonies, but -- and the fact that they were
conputi ng purses based on the assunption that those noni es
were theirs was proper. They shoul d have done that. They
had no other alternative but to do that.

COVM SSI ONER SHAPI RO Ckay.

CHAI RPERSON HARRI S: Well, |I'"mnot clear what the
| aw st at es.

COVM SSI ONER SHAPI RO Do you di sagree with what
he says?

MR. ENGLI SH: In the first place -- by Capitol
Racing -- Rick English -- for the CPA.

The | aw specifically says that noney is the
har ness horsenen's npbney, it's the purse nopney. It's not
Capital's under any interpretation of the | aw

CHAI RPERSON HARRI S: I"m not clear if necessarily
t he anbunt of over -- the purses paid really correl ated
with this pool of npbney or was just sort of arbitrary.

SENI OR PARI MUTUEL EXAM NER REAGAN: The actual --
the staff |l ooked into this a couple years ago as this

over paynent suddenly becane |large and it stayed that way.
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And there was -- for sone tine there there was a fairly
cl ose correlati on between those funds and what was bei ng
pai d, vyes. Now, in the | ast several nopbnths, as Capitol

has had ot her i ssues and has seen the end of their tine,

ot her thi ngs have been done. And right now the purse
over paynent they cal culate m ght be, say, a mllion and a
hal f and the 612 npbnies currently about a mllion nine.

So if suddenly the, you know, 612 npney was taken and j ust
dropped i nto the purses, obviously there would be a
situati on where the purses would be no | onger overpai d but
in fact underpaid by a few hundred t housand.

CHAI RPERSON HARRI S: A lot of ways to refer to

this, but | assune there is, you know, probabl y hundreds
of different -- recipients of a matter that was
probably --

SENI OR PARI MUTUEL EXAM NER REAGAN: There's a | ot
of scenari os on how that could be cal cul ated, right, as we
cone to the end of the Capitol tinme, yes.

COVM SSI ONER SHAPI RO Let ne ask, because maybe

' m not cl ear: If there had been no hol di ng of any nobney
at Los Alanmitos race course and, let's say, that there was
a purse -- a purse generation of a hundred thousand

dol | ars. Okay?
SENI OR PARI MUTUEL EXAM NER REAGAN: Of 612 noney?

COVM SSI ONER SHAPI RO Qut OF all nonies.
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SENI OR PARI MUTUEL EXAM NER REAGAN: Okay.

COVM SSI ONER SHAPI RO And a hundred thousand had
been paid out and there woul dn't be an i ssue here.

Now, because, let's say, 50,000 of it was held by
Los Al, but Capitol chipped in that 50, 000 bei ng hel d by
Los Al amitos and conti nued to pay the horsenen a hundred
t housand doll ars, then wouldn't the npney that was bei ng
held by Los Al if it becane avail able, wouldn't it then be
first due back to Capitol for their advanci ng npney t hat
they did not recei ve and was bei ng hel d?

SENI OR PARI MUTUEL EXAM NER REAGAN: M. Shapiro,
when Capitol advanced the nobney in their purse
cal cul ati on, they did show the over paynent. So in a sense
t hey are extendi ng the | oaning noney to the horsenen, wth
an expectation of getting it back. So, you're correct,
when that noney would cone north, it would be in a sense
used to settle the purse account and then anything else
woul d be --

COVM SSI ONER SHAPI RO Ckay. So now when we go
to M. English and say, M. English, regardl ess of whose
noney it is, do you agree with the concept that if the
purse generation was this fictitious hundred thousand
dol |l ars and 50, 000 of it was being held sonewhere, and
Capitol continued to pay a hundred thousand dollars to

keep the purses paid in full, so to speak, wouldn't the
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50, 000 first go back to repay those advances? Wuld you
not agree with that?

MR. ENGLI SH: Yes, | would, Conmi ssioner. But |
woul d go on to say that the purses would not be overpaid
had Capitol initially credited the purses for that
pronoti on noney that was due them Additionally --

(Laughter.)

MR. ENGLI SH: Excuse ne. Anot her i ssue -- yes,
it would go to the purses if the purses were over pai d.

But that raises the question, purses -- | don't see that
pur ses were over pai d, because they didn't give the purses
credit for this pronoti on noney and they never accounted
for the stopping the surplus in a tinely basis.

COVM SSI ONER SHAPI RO I understand what --

MR. ENGLI SH: So theoretically you were right.

COVM SSI ONER SHAPI RO We're dealing with that
and that all has to get conputed in to this, okay, so that
we can account for it. But with respect to this
particular half of the issue, there may in fact not be an
over paynent because of 612 nbney that may or may not cone
back into the pool, dependi ng on what happens in sone
future litigation between other parties. Do you agree?

MR. ENGLI SH: Correct.

COVM SSI ONER SHAPI RO Ckay.

MR. ENGLI SH: I also think the purses are
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under pai d regardl ess of the 612 noney.

COVM SSI ONER SHAPI RO Ckay.

CHAI RPERSON HARRI S: Well, it | ooks |like the
recommendati on on this is that the Board direct staff to
prepare a conplete accounti ng, which, you know -- | nean
really to get our arm across --

COVWM SSI ONER SHAPI RO That's right. And it
woul d be ny further recommendati on that staff do a full
accounti ng and report back to us, given the action that we
had taken earlier today, inputing in to it what would
occur with the pronoti on noni es based on our acti on. And
t hen the nonies that are being held by Los Al am tos,
there's noney | believe being held at the California Horse
Raci ng Board and all other funds, SCOTW NC and ever yt hi ng
el se, that what we need to see is a full accounting of
pr oceeds.

SENI OR PARI MUTUEL EXAM NER REAGAN: And it's so
much easier to do that at a postnort em situati on where the
nunbers aren't changi ng further.

COWM SSI ONER SHAPI RO Well, nmy only caution
there would be that | don't want to see that we do it at
the I ast m nute and now we have a |licensee that is no
|l onger an active licensee, | don't want find that, oops,
we goofed at the end. So | would suggest that we do it at

gi ven points in tine. Their license is up | think July
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31st. And so | would recommend that we do a full
accounting as of July 1st and then perhaps anot her one on
July 15th so that we have the tine to intercede if we need
to.

SENI OR PARI MUTUEL EXAM NER REAGAN: Yes, sir.

CHAI RPERSON HARRI S: Go ahead.

MR. BENBROOK: Br ad Benbr ook agai n.

I think what | hear is that the extent of the
action to be taken is for Capitol to work with the staff.

And if that's the extent, we're happy to work with staff.

You have our -- you understand our position on the
pronoti on fund. 1" m happy to hear the Board's agreenent
about the characterization of the 1.9 million in 612 npney

from Los Al am tos.

Thank you.

SENI OR PARI MUTUEL EXAM NER REAGAN: You know,
staff actually has been working with Capitol for a few

nont hs now, trying to hone in on a nunber of these itens.

And we have a little bit nore to work with today, but we
certainly will continue to do that as we cone to the end
of July.

COW SSI ONER SHAPI RO Wel |, again, |I'm asking

t hat everybody basically close the books as of July 1st
and for staff to report back to us with a report, as that

woul d neet the close on July 1st. And this will nean that
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Capitol nust dedicate the resources to cooperate with us.

SENI OR PARI MUTUEL EXAM NER REAGAN: Okay.

MR. KENNEY: Ben Kenney, CHHA

Conmmi ssi oner Shapiro, let ne say that those
nonies -- the 612 npbnies that you referred to at Los
Al anmi tos were al ways noni es that had been set aside |
guess in the past for ongoi ng di spute over the inpact
f ees.

Those nonies were not in any way related to the
over paynent . That was the horsenen's part of the nonies
t hat they had gener at ed. They were being held for a doc.
And the nonies that we owed were approxi mately 2. what ever
it was our half was. And the nponi es were supposed to be
paid out of that.

It has nothing to do with an over paynent . So I'm

not sure where you're bringing the two together.

COVM SSI ONER SHAPI RO Wel |, again, you just
heard what our attorney's position was on it. And | think
that all of these i ssues are sonewhat conmm ngl ed toget her.

And what we're trying to do is ferret through them and get

a full understanding of what's in what pocket and who's

entitled to who. All we're trying to do is make sure that

t he appropriate parties get the proper anobunt of nopney.
MR. HOROW TZ: Al an Horowi tz, Capitol Racing.

I"'ma little bit perturbed on two points:
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One, Capitol Raci ng has been part of this
i ndustry for ten years. Aside fromthis particul ar
fi nanci al di spute, there hasn't been any other party in
this roomor in the past ten years who sat in this room

and ot her board neetings that ever cane forward i ndicating

that there was any shortfall, that there was any activity
t hat was i nappropriate, that the -- that they didn't get
settlenents with the out -of -state satellites. I nmean
we're being treated -- it's fine -- if the Board wants to

acknow edge the fact that our | ease runs out at the end of
July, that's fine.

The reality is, and John Reagan knows this and
t he people who run the associ ati ons know this, is that the
di stri bution of the SCOTW NC, for exanple, whether we're
closing or not, will continue in the normal course of
t hi ngs and the | ast paynent to be divi ded between horsenen
and the racing association will be in January. So we're
not goi ng anywhere even though our r aci ng operati ons
ceases at the end of July.

The other thing is this characterizati on sonehow
t hat these nobni es are not over paynent. And this is not
t he Board's position. This is President Ben Kenney's.
This is the sane i ndividual who did not sit on any of the
boards in the past when we entered i nto agreenents with

t he horsenen. And he sat in on every neeting when the
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di stri buti on of purses was di scussed, when the openi ng
purse schedul e was di scussed, when there was any
di scussi on of a possible need for a pay cut -- a purse
cut . And the reality is that Capitol continued to fund
t he purse pool to nobre than a hundred percent at all
ti nmes.

When that nobney was accruing in 612 in the years
past, there wasn't an i nstant where if we would have sai d,
you know, that npbney is horsenen's nobney, as opposed to
noney owed the purse pool, and we're going leave it with
Los Alamtos and it's the horsenen's, okay, that -- and
t hen said we're overpayi ng purses and purses need to be
cut, we would have had a litany -- an uproar. We woul d
have had | ynchi ngs, because the horsenen's purse account
couldn't live with the purse cut. So t he agreenent was
made all along by all parties of the need to continue to
subsi di ze those purses and keep them constant, know ng
full well that it was in excess of what was bei ng
gener at ed.

Your staff knows from a weekly distributi on paper
that we give to the Purse Conmittee and we provided the
Raci ng Board with, your staff, that where the purse pool
has been every week for the | ast year and a hal f, okay,

t hey' ve seen every trend, they've seen nobnies in, they've

seen noney out, and they haven't seen any irregul arities.
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Ckay. So we
second-cl ass citi zens,
there are people in th
Capi tol and whet her we

paid our bills conpl et

don't want to be treated as
because when the Board hi nts at
is room who get worri ed about

re going to pay our bills. We' v

ely in ten years and we w |

conti nue to do so. We're going to go out honorably and

wi th our head held high and having run a good operati on

Thank you.
CAOVIM SSI ONER

i ntenti on, way, shape

the contrary. All | am sayi ng

conpl ex i ssues here.

in the afternoon to 9

SHAPI RO M. Horowitz, in no

67

it,

e

or formam | espousi ng anything to

Conmi ssi oner Sperry and | sat fro

o' clock at night trying to addres

each and every issue and bring peace to the harness

i ndustry, trying to resolve all these issues.

Unfortunately we fail ed.

All we're trying to do is -- this is conpl ex.

We're part tinme. We' r

close to it as you or

e vol unt eers. And we are not as

John Reagan or anybody el se. We'

is there are a vari ety of

m 1

S

re

sinmply trying to do the right thing here. And all we're

saying is that we want

to make sure that we don't have

sonet hi ng after the fact that cones up and that we didn't

know about . There's no aspersi ons what soever on Capito

MR, HOROW TZ:

Thank you

CHAI RPERSON HARRI S: I think we do need to nobve
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on here. We' ve heard from everybody, and | know nore
about harness than | ever really wanted to know. But - -

(Laughter.)

CHAI RPERSON HARRI S: But let's nobve on. And this
is going to have to cone back to us when we get all these
nunbers anyway.

One thing I'd li ke to suggest now t hough is we

have Dan Fick here, who is the Executive Director of the

Jockey Club and do a resource to racing. And he has a | ot
of background in the whole animal idea, the horse use of

m cr ochi ps. And | think I'"ll nmobve himup on the agenda,
because | don't want to | ose sone of the people that
shoul d hear this. Because | think m crochi ps are going to
be a very inportant part of both |ivestock health and a
lot of -- security and a | ot of good reasons that we need

to pursue it and need to understand how best to do it.
Dr. Jensen.
DR. JENSEN: Dr. Ron Jensen, Equi ne Medi ca

Director for the California Horse Raci ng Board.

And while Dan sets up his presentation, | would
just review that -- rem nd the Board that this has been an
ongoi ng di scussi on at the Board. At the | ast Board

neeting it was determ ned that the California Horse Raci ng
Board and the California horse racing i ndustry woul d

i ndeed |li ke to have -- inmlenment a system of el ectronic
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identification for horses. And to that end we've been
working with the Jockey Club, with Dan Fick; with the In
Conpass Sol uti ons, which has a bookkeepi ng system for al
racing offices in California; and with the California
Depart nent of Agri cul ture.

And Dan is going to tell you a little bit about
the mcrochip and electronic identification from a
nati onal perspective and fromthe Jockey Club's
per specti ve.

He sai d keep tal king.

An additional itemthat you should be aware of is

that the United States Departnent of Agriculture, who has

mandated that all |ivestock be able to be identified
within 48 hours, is nmaking pilot projects funds avail abl e
t hrough i ndi vi dual state departnents of agricul ture. And

we' ve been busy visiting with the veterinarians and with a
fell ow naned Victor Vel ez, who's in charge of the
California electronic I D program and trying to see if we
can't becone -- get sone of those funds to initiate a
pi |l ot project. They have indicated to us that -- the

Cali fornia Departnent of Food & Ag has indicated that they
are willing to |l ook at it. They have encouraged us to
devel op a plan, which we're in the process of doing, that
m ght be incorporated in the pilot project for the whole

State of California. And that would i nvol ve equi nes.
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Looks li ke the Power Point's up and runni ng.

So, Dan, it's all yours.

( Ther eupon an over head presentati on was

Presented as follows.)

MR. FI CK: Thanks, Ron.

In order to save tinme, | had sone slides here
that | was going to use to explain the different Jockey
Cl ub conpani es as they would becone i nvolved with
m cr ochi ppi ng. And then later on in your agenda you've
got a di scussi on on the gel di ngs. But |I'm going to skip

t hrough that and just get to the mcrochip part.

- -00o0- -
MR. FI CK: The nati onal program sponsored -- by
USDA is called the National Aninmal Identification System
And they've actually been working on aninmal identification
systens for 20 plus years. But in 2001, the severe hoof

and nmouth outbreak in the United Ki ngdomreally pushed

this to the forefront. I was shocked when | heard the
nunbers. But it was 10 mllion aninmals were destroyed,
and the i npact on their livestock industry was $13
billion.

In Oct ober of 2003 a cooperative of animal health
officials and RFID animal I D vendors cane together and
i ssued the United States Aninmal Identification Pl an. Thi s

was taken up by USDA and becane in 2004 kind of the
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bl ueprint for the National Aninmal ldentification System

At the sane point in time we had, as you'l

renenber, the discovery of a mad cow i n WAshi ngt on. And
that pronpted six bills in Congress and the Senate passed
a sense of the Senate supporting animal identification.

So there's a |lot of strong i npetus behind this issue,
al t hough this hasn't really been recognized in the public
t hat nuch. Over the course of the | ast 18 nobnt hs USDA has
conducted |isteni ng sessions at 16 | ocati ons around the
country where they've listened to producers and
i ndi vi dual s. And t hey've found strong support for a
nati onal aninmal identification system

- -00o0- -

MR. FI CK: What it is is the mssion is to assign

a 7-digit code to identify all premnm ses where ani nal s,
li vestock are |l ocated -- this includes horses -- by the
end of 2006. That woul d nean every race track, every

fai rground, every breeding farm every backyard that has a
horse would need to be identified in the USDA dat abase
with a 7-digit code. It would also -- and this is the
responsi bility of the states. They're the ones that

are -- state departnent of ags are the ones out assigni ng
t hose codes now to | ocati ons. And 43 states have their
prograns up and goi ng, and they've already identified

80, 000 | ocati ons. And it's currently -- all of these
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systens are currently voluntary. But that would becone
mandatory at the end of 2006.

They al so want to attach a 15-character ani mal
identification nunber, which is called the AIN, to al
li vestock by the end of 2007. Starting January 1st, 2008,
the tineline for that is to becone mandatory.

And then they want to be able to track al
novenents -- and this is the tough one -- of livestock
t hrough the reporting of the prem ses I D, the animl
identificati on nunber, and the date of the novenent to the
USDA. And in this way they would be able to establish a
48- hour trace-back capability in case there's a seri ous
out break of a deadly di sease |i ke hoof and nouth or sone
of the other ones that not only affect cattle but it can
al so affect horses. And many of these di seases are al so
zool ogical, |like we've seen with the West Nile Virus where
t hey affect both humans and ani nal s.

- -00o0- -

MR. FI CK: Representi ng the horse industry in
this has been the Anerican Horse Council Horse | D Task
For ce. Ri ght after the USAIP cane out we forned this
group because basically the animal health officials and
t he vendors had told us if the horse i ndustry doesn't take
the ball and devel op a program for horse identification,

then the animal | D people will. So at that point in tine
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we got 35 organi zati ons together, Anerican quarter horse,
United States Equestrian, the U S. Trotting Associ ati on,

t he Jockey Club -- pretty nmuch anyone i nvolved in the
equi ne industry is represented.

Shortly after we started to neet we were
desi gnated by the USDA as the official equine species
wor ki ng group to develop the plan to identify horses and
to be able to track their novenents. And here you can see
sone of the topics that we' ve worked through the | ast 18
nont hs com ng up with the ideal horse identification
technologies at this point in tinme, recomendi ng what
premnm ses should be identified, working on pilot projects,
as Dr. Jensen has tal ked about here in California.
There's two that are bei ng conducted, one in Florida and
one in Colorado, at this point in tine. And there's one
endi ng i n Kentucky.

If you want nore information on this you can go
to the Horse Council's website. And they maintain the
Equi ne I D Section that's kept up to date.

- -00o0- -
MR. FI CK: What we' ve recommended to the USDA is

t he horse i ndustry needs to be in control of our program

W need to be conpatible internationally. Internationally
they're using a 15-character nunber. It's called the
Uni que Equi ne Life Nunmber. And if we have tine, |I'd be
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happy to explain that.

We want to preserve all the existing horse
identification systens. W want it to be voluntary to
start. We t hink the process should probably start during
the registrati on process with the regi stered horses. So

we're tal king about the first six nonths of a horse's
life. And in sone focus groups that we've had with farm
managers and veterinarians, they think the best tine to
chip these horses is probably within 24 to 48 hours of
birth.

Al so, if a horse hadn't been chi pped, when you
nove that animl you're required to get a certificate of
veterinary health coggins in npst states. At t hat point
in tinmne the horses would be identified with the m crochips
and recorded in the dat abase.

W want to keep this affordable for all owners
and st akehol der s. And the cost of the chi ps and the
i npl ant ook like it's going to be sonewhere around 40 to
50 doll ars. And the cost of the readers is what's
expensi ve. But we think with nore utilization with a
program this | arge, nationwi de and also internationally --
a lot of countries have gone this direction -- that the
cost of the readers, which is now sonewhere between two
and four hundred dollars will start to cone down

significantly.
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It's our -- been our recommendati on after | ooking
at all different nethods, the best way to affix a
15-character nunber to a horse so that you can read it
with a scanner or you can read off of the horse is with a
m cr ochi p. And the USDA's al so said that one of the
events they want to record is transfer of ownership. So
all of the breeds that don't currently track ownership are
goi ng to have to consi der whet her they want to npbve into
t hat area of the busi ness.

- -000- -
MR. FI CK: Just briefly, as | said, the mcrochip

that's being recommended is the international standard

11784 RFI D, radio frequency | D device. It's a
15-character m crochip. And |'ve got a sanple of one
her e. And it's totally conpatible with the ani ma

identificati on nunber.

The animal identification nunmber for the USDA is:
The first three characters are 840, which is the
internati onal country code for the United States, and then
the next 12 characters are random

The Uni que Equi ne Life Nunber has the sane first
t hree characters for the country code, and then the next
three characters are the breed code; 006 for quarter
horses; | believe it's 027 for stander breeds. And so

there would be just a little bit of difference within the
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Uni que Equi ne Life Nunber as opposed to the Animal |ID
Nunber . But the Uni que Equi ne Life Nunber would neet all
the criteria for the Animal Identificati on Nunber.

There's sone controversy going on in the RFID

i ndustry over patents for readers. We' ve made t he
recommendati on that all readers should read all chips.
And then there's a unique one | think you've

t al ked about, which is the biothermal chip, which wll

al so gi ve you the horse's body tenperature at the sane

tine you scan for the nunber. And the sanple |I've got is
bi ot her mal . We see sone significant advantages here, and
sone of the farm managers and the veterinarians, in being

able from a health standpoint and also from a regul atory
st andpoi nt . The recent outbreak of strangles and equi ne
herpes in Kentucky and Florida, the trainers or the
veterinari ans were required to take these horses’
tenperatures three tines a day when they were quaranti ned
on the backside and they were required to have taken a
horse's tenperature within 24 hours before it cane on the
racetr ack. Bi ot hermral was negati ve, extrenely sensitive

to do this.

And as | said before, we maintain that we need to
keep all of the existing identification systens, because
chips are not fail -safe, chips can be cl oned. And you

need to be able to nmake sure that you' ve got the right
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horse with all of these different aspects.
--00o0- -

MR. FI CK: What the Jockey Club is doing right
now i s we've been working at this for about the | ast six
nont hs on how we shoul d be i nvol ved. Obvi ously we're
going to need to require that the m crochi p nunbers be
reported to the Jockey Club so we can dat abase them We
are going to recommend | believe that we use the sane chip
t hat the equi ne species ease wor ki ng group has
recommended. We're considering to being the dat abase of
record for thoroughbred ID information, which would not
only include the microchi p nunbers, possibly the
novenents, but we would be the point of access for the
nati onal aninmal identification for thoroughbreds.

The question right nowis -- we've already gone
to the focus groups and while we are | ooking at it
i n-house -- is should we actually be the all ocator of the
horse identificati on nunber and the m crochips for
t hor oughbred? Should the Jockey Cl ub designate the sets
of nunbers that the vendors woul d produce and, therefore,
di stri bute out to the thoroughbred popul ati on to be
i npl ant ed?

And in conjunction with what's bei ng consi der ed
in California are I n Conpass Solutions, which is our

conpany, a subsidiary of the Jockey Club, that has
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devel oped and manages the race -- central database race
of fice software systens that all the California
t hor oughbred tracks are currently on. We are in the

process of devel opi ng what the costs would be in order to

record m crochi p nunbers and provide reports.

- -000- -
MR. FI CK: And these are all conceptual screens.
They're currently not functional. But this is kind of

where our thinking is going after tal king to sone of the
tracks in California and also with Dr. Jensen. But we'd
obvi ously have a screen where you could record the
m crochi p nunber. We'd have an entry screen where you
could naintain the mcrochip nunbers.
- -00o0- -

MR. FI CK: Here, if you had nodify the nunbers.
We think it's inevitable that a horse is going to end up
with two chips in it. They' ve been doing this in the
Uni ted Ki ngdom for about three years now. They' ve got
over a hundred -- excuse ne, five years. They' ve got over
a hundred thousand horses done. And about 1 percent of
t he chi ps have probl ens. They t hi nk about half of that
is -- they think that the person who inplanted chip m sses
t he horse and doesn't get the chip in properly.

But you do have situati ons where the chi ps have

failed or chips have been -- npbst of them have been doubl e
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chi pped. So you'd have to have sonewhere to maintain or
change or have two chi p nunmbers for a horse.

- -00o0- -

MR. FI CK: And this is the | ast part. Sone sort
of report that would cone out that show the horses com ng
in and out of the race track.

So we're very willing and stand by to work with
California if you should decide to inplenent a pil ot
pr oj ect . We can be up and running by the tine the chips
are obtai ned to go ahead and dat abase this inf ormati on for
the race tracks and the race office and al so for the CHRB.

I'd be happy to answer any questi ons.

CHAI RPERSON HARRI S: Any questi ons of Dan?

I think it's an exciting program

Is anybody actually doing it on a very broad

basi s now?

MR. FI CK: Internationally a nunber of
countries -- we're in process of doing a survey of all the
i nternati onal thoroughbred stud books. And we' ve al ready

identified 16 countries that are currently m crochi ppi ng
horses, including nost of the maj or raci ng nati ons. The

only one that's really sitting on the fence | ooki ng

t owards 2007 i s Japan. But Australia, France, lItaly, the
UK | sl and, New Zeal and, South Africa all m crochip.
And then in the United States there's -- really
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has required that the horse be either microchi pped,
tattooed or freeze brand with a uni que nunber for a nunber
of years. They' ve al ready mi crochi pped 200, 000 hor ses.

And Puerto Rico started three years ago with m crochi ppi ng
horses as they cone to the racetrack.
COVM SSI ONER MORETTI : What does take to

i npl enent? When you say California i nmpl enents, what does

it take?

MR. FI CK: Well, basically I think you'd have to
go ahead and order the chips. And that takes a little
whil e, especially if you'd |like to use biothermal chips,
because they're going -- there's already denmands starting
to build for those. And | think the price difference is
about a dollar and a half, two doll ars. So it would make
sense to go with the biothernmal chip. I hate to say that

because obviously it's patented by one vendor, and we

don't want to pronote any particul ar vendor. But | woul d
sure strongly look at that if | was a horseman or an
i ndustry.

W can be up and going with the database system
to manage t hese nunbers for you at the racetrack within 30

or 60 days once our clients, which are at the race tracks,

say, "This is sonething we want to have,” and that they
were willing to pay for it. And we're not tal king about a
| ot of noDney. Sonewher e bet ween four and ei ght thousand
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dollars we think in programi ng to go ahead set up these
screens in the system And that's not per track. That's
for all the tracks. So we could be up and goi ng probably,

when you said go, once you had your plan in mnd, within

90 days.

CHAI RPERSON HARRI S: Because it's clear that it
is going to be a requirenment at sone point. VWhat is it,
2007? So it's going to happen. So it seens to ne |li ke we

ought to go ahead and get it started.

MR. FI CK: That's the way the Jockey Club's
| ooking at it. It's probably inevitable it's going to
happen and that it's going to include horses. And we
ought to be in the front end of it naking sure it's done
properly.

CHAI RPERSON HARRI S: Ron.

MR. CHARLES: Ron Charl es, MEC

Dan, a just quick questi on. First of all, how
long would it take to basically have these inserted into
an entire facility, roughly 1500 to 2, 000 horses?

MR. FI CK: The process itself is normally done by
a veterinarian. It takes about three to five mnutes.
You have to treat it |ike any other injection. You have
to clean the area, disinfect it, and then properly inject
it. So it would be a | ot easier than tattooi ng. Al t hough

if you want to maintain both tattoos and chips, well, |
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woul d think you could do a whol e popul ation of a race
track in a matter of a week or two.

MR. CHARLES: And woul d you be able to use this
scanni ng device to nonitor horses in workouts al so that
can -- | don't know how cl ose this has to be in order to

scan the microchip.

MR. FI CK: Well, with a microchip you'd have to
be right on top -- and | can show you with m crochi ps that
we have here -- you have to be right on top of it, within
an inch to read it. So it doesn't set up to do aut onmted
tracki ng. That has to be sonewhat of a | arger onboard
package. But we're actually working with a couple of --

actually three different conpanies right now in devel opi ng
t hat .

VWhere this would help you is identifying the
horses as they go on and off the racetrack for workouts;
or to the test barn or to the paddock or on and off the
racetrack. It gives you a nore easily avail able way to
read it. Al so, the readers will database this
i nformati on, can store anywhere from 1500 to 10, 000
nunbers, dependi ng on the reader you purchase. And you
can downl oad that into a conputer system and automatically
have your stabl e popul ati on adj usted everyday for the
chi ps that are on the gr ounds.

MR. CHARLES: Okay. And just the | ast questi on.
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I may have m ssed it. The cost on the procedure?
MR. FI CK: The chips we're thinking are going to
probably retail sonmewhere around 20 to 25 doll ars. The

cost in bulk to the people that are putting it out is

sonewher e around $10. In talking to the AAAP, they're

thinking this it's -- it's simlar to sone other inplants
t hat they do overset. So it would be sonmewhere around 25
to 30 doll ars. So you're | ooking at, as | said, sonewhere

bet ween 40 and 50 doll ars for the whol e procedure.

MR. CHARLES: Gr eat . Thank you

CHAI RPERSON HARRI S: Anynor e questi ons?

Yeah, | think it's sonethi ng we ought to do.

Ot her countries have done it successfully and it woul d
have advant ages both from health and from just overall
noni tori ng, com ng and goi ng of horses.

COVM SSI ONER MORETTI : Dan, do you see a tine
when the chi ps would repl ace the tattoos?

MR. FI CK: I don't. I"ve been in horse
identifying -- | used to run the tattoo program at the
Aneri can Quarter Horse Associ ati on. I think you need both
checks. There's going to be ti nes when you' ve got a horse
t hat you don't have a reader. And, conversely, there's a
|l ot of horses that don't get tattood that end up in the
br eedi ng st ock. And one of the inportant aspects of this

is a horse gets dropped off at a breeding farm and the van
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dri ver doesn't know who it is, you know. So you | ook for
the tattoo. If there's no tattoo, you | ook for the
m cr ochi p. So | think it gives you a doubl e check

And we also like the fact that the identifiers

and the tattooers re-exam ne these horses when they
finally get to the race track two years | ater.
COVWM SSI ONER MORETTI : Physically where do they

pl ant t henf

MR. FI CK: It grows in the -- l|liganent, which is
the |liganent that goes down the back of the neck, hal fway
bet ween the wi thers and the poll. It doesn't migrate like

you here about in the pets because it's actually in the
i ganent .

COVM SSI ONER SHAPI RO Well, Chairman Harri s,
when do we have to nbpve this forward? | nean we' ve heard
about this. This is terrific. And t hank you very much,
Dan. It's -- | nean | think that it's a great program and
we shoul d enbark upon it. What is the next step in our

doi ng that?

CHAI RPERSON HARRI S: Yeah, |'m not sure. WwWho - -
I nmean |'m not sure -- | can see where CHRB woul d be
sayi ng, okay, everyone's got to be chipped. But we coul d

do it either, you know, voluntarily or at the breeding
farm |l evel or how -- well, we need to cone up with sone

gane pl an, assum ng everyone's wants to do it, which I
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t hi nk they do, how we physically get it done. You have a
coment on that?

DR. JENSEN: There's a couple of ways you do it.
I would strongly suggest that we do a small pil ot project
to begin with to nmake sure we get the | ogistics worked
out, make sure that the system operates as we think it
shoul d operate and nmake sure the dat abase works.

CHAI RPERSON HARRI S: Yeah, it seens |like with the
i nternati onal experience it's pretty proven, unless --
we'll probably figure ways to ness it up sonehow. But - -

(Laughter.)

MR. FI CK: I would say if, you know, if you're
committed to do it, as Dr. Jensen said, he's al so working
t hrough the state agricultural departnent -- California
Departnent of Food & Ag on a pilot project grant fromthe
USDA. So you may end up having sone funding to do this.
And that would be available -- or at |east they'll grant
it sone tinme this summer. So I'd say start pl anning
towards a particular tine that you want it to happen and
wor k your tineline backwards and get rolling.

Everyt hing's avail able to do what you want to do.

CHAI RPERSON HARRI S: Yeah, | think if you or Dr.
Jensen would cone up with sone specifics that we, you
know, take a certain track or a certain age of horses or

sonething to try to get it going. And | think the horse
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i ndustry woul d endorse that. I haven't heard any

negati ves. I guess you have. I don't know of any i ssues
as far as actual nunbers. And i f you have a pocketful of
chi ps, which chips you put in which horse, | guess the key

is that you know that you' ve got the right horse with the
ri ght nunber.

DR. JENSEN: Yeah, you sure want to have the
horse properly identified. And 1've had sone
conversations with Ed Hal pern with the California
Thor oughbred Trai ners. And his indication is that he
doesn't foresee any objection to a microchi ppi ng program
But, you know, honestly at that tinme we did not canvass
hi s menbership, but it was his opinion that there would
not be any obj ecti on.

COVM SSI ONER MORETTI : So the cost of it would be
borne by the breeder/owner in terns of the chip and the
i npl anti ng. And the cost of the scanners woul d be borne
by the tracks?

MR. FI CK: Depends on who wants to have the

scanner .
CHAI RPERSON HARRI S: Yeah, | think --
MR. FI CK: Tracks, horse identifiers.
CHAI RPERSON HARRI S: I al ways t hought scanners
were like 11 or 12 hundred doll ars or sonething.

MR. FI CK: No, 2 to 4 hundred dependi ng on the
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chi p you want.

CHAI RPERSON HARRI S: Oh, okay. So -- | nmean |
would think a ot of farns in nmy opinion would want to
have a scanner if they got horses com ng and goi ng. But |
think in my own case, it would be interesting to do. |
don't know, either right when the foal's born or when we
regi ster the foal or sonetine, that | think a |lot of farns
woul d just do it because they know that it's going to be
necessary.

MR. FI CK: That's what we hear from the Kentucky

farns, not whether they wanted to, "Just tell us when and
how. "

CHAI RPERSON HARRI S: Yeah, | think the confusion
is just how do you physically -- where do get the chips,

where do you buy this and that and --

MR. FI CK: You mi ght want to consi der doi nhg what
we're doing at the Jockey Club when we took five or six
i ndi viduals fromthe different conpanies we've had and
it's got a working group that's wor ki ng our way through
t he process. And i f you involved, you know, Dr. Jensen,
your identifiers, Di ane Piper, sone of the people -- the
stall nmen in the tracks, and you put together a working
group and cone up with the paraneters of your program 1'd
bet you could work your way through it very quickly.

COVWM SSI ONER MORETTI : Well, is that sonethi ng
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that we can just do that?

COVM SSI ONER SHAPI RO I think we should do it as
soon -- | think that we ought to do this posthaste and we
direct staff to cone back to us with a pl an. But | really

recommend that we do this.

EXECUTI VE DI RECTOR FERM N: Yeah, why don't we --
Dr. Jensen, why don't we put together |i ke Di ane Pi per and
maybe sone of the other people that are going to be
wor king firsthand with it as far as they'll be able to
tell us al so because of the tattooi ng process, you know,
what wor ks and what doesn't work and see if we can't cone
up with a plan and cone back to the Board with it.

CHAI RPERSON HARRI S: I think the plan would be --
that it didn't necessarily have to happen at the track,

but essentially any horse that was conpeting in races

woul d by sone date certain have a chip and then -- but

probably the farns would -- "Well, we want to do it way
ahead of that"” just to get it. W may need to make sure
t hat whatever chip they get in is -- you know, could be

read by di fferent peopl e.

DR. JENSEN: I think it's -- as Dan has
i ndicated, it's very doabl e. It's just figuring out how
to get going into this. I think we can do that.

CHAI RPERSON HARRI S: Well, I'd suggest Dr. Jensen
cone back to us with a pl an. And there may al so be
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funding from USDA to do a pil ot program But r egardl ess

of the fundi ng aspect, | think we just

need to do it.

DR. JENSEN: The Cali fornia Departnent of Food U

Ag is interested working with us. They have i ndi cated

t hat . And, you know, | have to a pl an

24t h for it to be consi der ed.

into them by July

CHAI RPERSON HARRI S: Yeah, that's good tine for

COVWM SSI ONER MORETTI : Can | see a chip?

MR. FI CK: Yes.

CHAI RPERSON HARRI S: If they do it in front of

t he people, actually | think it -- that

m ght be a little

controversi al . But, you know, you could show up -- you'd

show up at a hospital energency ward and if you were

unconsci ous, | would want sonebody to scan ne to figure

out who | was, whether | was or not.

DR. JENSEN: What Dan i s show

ng them there is

that -- the microchip is about the size of a grain of

rice. And it's inplanted with a big syringe. It's not a

particularly difficult procedure.

COW SSI ONER SHAPI RO VWhy don't we start with

John? Let's put that one in John.

(Laughter.)

COVM SSI ONER SHAPI RO Dan, do you know how to

inject these things? Let's try one on John.
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MR. FI CK: There's your man.
COVWM SSI ONER SHAPI RO Hey, Doc.
CHAI RPERSON HARRI S: Okay. Thank you very nuch,
Dan. We appreci ate you bei ng here. We hope that --
richard says he wants to be the first one to go with this.
So - -

(Laughter.)

CHAI RPERSON HARRI S: -- we'll get himat the
bar becue.

Let's go next with the -- back to our regular
agenda -- No. 7, public hearing by the Board on the

adopti on of the regul atory anendnment to CHRB Rul e 1433:
Application for a license to conduct a horse racing
neeti ng.

STAFF SERVI CES MANAGER | WAGNER: Jacki e wWwagner,

CHRB st aff.

The proposal to anend Rule 1433 will revise the
application for |icensing. That's the CHRB forns 17 and
18. The rule was heard for adoption at the May neeti ng of

t he Board, and at that tinme comments were taken, and

| anguage was nodified to allow the |licensee to submt an
audi t ed consol i dated annual fi nancial statenmnent of the
parent/owner if the parent/owner was a publicly traded
corporation that guarantees the obligations of the

Il i censee.
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In addition, Section 5 | believe of the
applicati on was expanded to i nclude i nformation fromt he
pri or race neeti ng.

The anendnents were noticed, and during the
noti ce period staff did not receive any comments. And
we'd recommend that the Board adopt the proposal as
pr esent ed.

CHAI RPERSON HARRI S: Ok ay. Are there comments on
this itenf?

MR. BAEDEKER: Ri ck Baedeker, President of the
Cal i forni a Federati on of Race Tracks.

At the | ast neeting we tal ked about this issue of
the |license application and the different changes that
wer e proposed. And t he Federati on of Tracks supports all
t he changes with the exception of one; and, that is, the
requi renent to subnmt marketi ng budgets as part of the
appl i cati on process.

It is our opinion that this just goes over the

line in terns of the purview of the Board. We t hi nk
that -- obviously the Board is in place to enforce the
rul es and regul ati ons of the state. We think there's a

li ne between forcing those regul ati ons and nmanagi ng the
race tracks, and we think that this particul ar request
goes over that |ine.

So we just want to state our position on this,
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that we just think this goes a little too far. We
expressed at the |ast neeting a willingness and a desire

even to sit down with the Marketing Comrittee of the Horse

Raci ng Board and go through all of the marketi ng and
pronoti ons plans at any tinme and i n whatever detail the
Board would |li ke us to provide, to share that information
openl y.

But we don't think it's appropriate as part of
the |license application to subnmit t he narketi ng budget
informati on and nake it potentially a condition of being
licensed to operate a neet.

There's anot her practical issue there as well;
and, that is, that the |license application is submtted 90
days prior to the neet and the marketi ng and pronoti ons
plan at that tine is maybe 50 percent conpl ete. There's
so much that happens within that 90 days of the race neet
t aki ng pl ace.

CHAI RPERSON HARRI S: And | don't think the intent

was to make it a condition of the |license or have sone
threshold that was a nmagi c threshol d. I think the Board
just wanted to get a feel for how -- you know, what

magni t ude of funds that a racing associ ati on was
considering to devote to nmarketing.
COWM SSI ONER MORETTI : Jacki e, can you just

expl ain where Rick's comments were --
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COVM SSI ONER SHAPI RO Ri ght here.

Fourteen A |l think is your objection.

STAFF SERVI CES MANAGER | WAGNER: Yes. Secti on
l4a is correct.

CHAI RPERSON HARRI S: Yeah, it's just an estimte
of - -

COW SSI ONER SHAPI RO M. Baedeker, you don't
have a problem with any of the other issues, just 14a?

MR. BAEDEKER: That's correct.

COVWM SSI ONER SHAPI RO And you said that you're
here on behalf of the Federati on of Racing Associ ati ons.

WAas that -- were all -- are you speaking for all
of the racing associati ons?

MR. BAEDEKER: Yeah, | believe I am There are a
coupl e of instances, say, in the case of Del Mar, where

that i nformation is al ready, because of their --

COVM SSI ONER SHAPI RO -- their structure?
MR. BAEDEKER: -- their status, yeah, that's
al ready public informati on. But | think they support the

position from a policy standpoint.

COVWM SSI ONER SHAPI RO As you'll recall fromthe
|l ast neeting, | understood your objection and | was
sonmewhat enpathetic to it. On the ot her hand, you know, |

think we just want to see that people are continuing to

mar ket and adverti se.
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Is there sone interimor nmedium ground that you
woul d suggest? | al so do understand that you nmay not want
to di sclose exactly how nuch npbney that you're spendi ng on
adverti si ng. Is there sone other alternative just so that
we know t hat - -

MR. BAEDEKER: Sur e.

COVWM SSI ONER SHAPI RO -- they're just not
sitting on their hands?

MR. BAEDEKER: Yeah, | think there is. I woul d
suggest that, not as part of the |license application but,
say, concurrent with it, the race track submts a
mar keti ng and pronoti ons plan, separate from doll ars
budget ed. It just shows the Board what the plan is for
t he upcom ng neet.

COW SSI ONER SHAPI RO Woul d you i ncl ude where
you' re advertising, where you're going to adverti se,
wi t hout dol |l ar anopunts?

MR. BAEDEKER: Yeah, | think again if that was
separate fromthe |icense application, maybe j ust
concurrent with it, we could do it as best we're able 90
days i n advance of the neet.

COWM SSI ONER SHAPI RO Ri ght .

MR. BAEDEKER: But, you know, we've got a | ot of
hi story here from neet to neet. And we al so could pri or

to the neet openi ng, you know, give you a final plan as we

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



95
have it when we open. And, you know, we'd have no probl em
doi ng t hat. I think | speak for all the race tracks in
sayi ng t hat.

MR. LI EBAU: Jack Liebau from Bay Meadows Rac i ng
Associ ati on.
I think all the tracks submtted a marketi ng pl an

to M. Shapiro's comittee, which was the nane of --

COVWM SSI ONER SHAPI RO -- Bring Back the Fans.
MR. LI EBAU: -- Bring Back the Fans. And |
t hought t hat worked rather well. And | know t hat Bay
Meadows submitted its marketi ng pl an. We don't have any

problem in doing that, as M. Baedeker has suggested, on
an informal basis, but do not think it should be part of
the licensi ng process.

COWWM SSI ONER SHAPI RO Well, | personally would
be okay to revise the application or anmend the application
to omt Section 14a -- or | guess |I'd revise it to provide
an advertising plan or marketing plan that isn't
enconpassed in 14b. I'"d personally be okay with that.

CHAI RPERSON HARRI S: And nmy concern i s just
basically that racing is not showi ng any grow h. And, you
know, right or wong, that the marketi ng hasn't wor ked as
well as it needed to. And it would create a npbnopoly
her e. I nmean any track you basically -- the state of

California's authorizing it to have a nonopoly on for
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t hose dat es. And | don't think it's that intrusive to get

a feel for what they plan to do to try to maxim ze t hat

potenti al . I nean this doesn't really --

COVM SSI ONER MORETTI But | hear them sayi ng
that they are willing to give a marketi ng synopsi s, plan,
proj ection for where they're going to market. But |
woul d - -

CHAI RPERSON HARRI S: I guess they're afraid maybe
that -- |1 would guess maybe the conditions that's going to
be -- by putting on a license, we could deny them a

|l i cense because we t hought they weren't spendi ng enough,

whi ch wasn't really the intent. We just -- we want to
encourage -- we always had two conpeti ng associ ati ons cane
in. And | think it should be rel evant that one was goi ng
to spend nore than the other maybe, but -- | don't know.

What' s the pl easure of the Board?

I know we have four votes here anyway, soO --
COMM SSI ONER MORETTI : Well, I would --

VI CE CHAI RPERSON Bl ANCO Well, we can ask them

w t hout the --

COVM SSI ONER MORETTI : W t hout what ?
VI CE CHAI RPERSON BI ANCO: -- an application
nmodi fi ed. That's all.
CHAI RPERSON HARRI S: Well, we've got to put
back -- if we were to take the 14a out and put it back out
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for --

COVM SSI ONER SHAPI RO Well, 1"l make -- | don't
think -- Jackie, would we have to put this back out --

STAFF SERVI CES MANAGER | WAGNER: Yes.

COVM SSI ONER SHAPI RO -- if you made that one
change?

STAFF SERVI CES MANAGER | WAGNER: Yes, we woul d.

COVM SSI ONER MORETTI : Forty-five days?

STAFF SERVI CES MANAGER | WAGNER: No, not 45.

CHAI RPERSON HARRI S: Wy don't we do that and we
can put it back and debate it. I nean it's not a real big
i ssue, but it's a -- we mght think of sone other changes

to the application by then anyway.
COWWM SSI ONER SHAPI RO What are you -- you're

sayi ng defer basically for another --

CHAI RPERSON HARRI S: Well, what we're | ooking for
now. It takes up the -- we take the advertisi ng out. We
don't do anyt hi ng about it. But we don't --

COVM SSI ONER SHAPI RO No, no.
CHAI RPERSON HARRI S: But | nmean -- | know it's a

little conpl ex. They're going to tell us about what

t hey' re doi ng. They just don't want to tell us about what
they're doing for the license.

COVM SSI ONER SHAPI RO Well, ook, I would
suggest that we adopt this -- | would nbve to adopt this
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applicati on. We' ve been back and forth with this thing
now I think three tines -- two or three tines. And si nply
del ete the reference to dollars and -- but with the
under st andi ng that they are going to di sclose the
mar keti ng pl an, the adverti si ng pl an. And I'd Ili ke to see
the other issues incorporated into it. So how do we do
t hat as quickly as we can and not keep holding this up?

CHAI RPERSON HARRI S: I guess | -- | could see
t hat . Really the dollars could be mani pul ated so nuch

anyway with, you know, the all ocated overhead or this or

t hat .

COW SSI ONER SHAPI RO I think in private
conpanies that it gets a bit intrusive. That' s ne
personal |l y. So - -

STAFF SERVI CES MANAGER | WAGNER: Conmmi ssi oner ,
t he procedure is since we are nmaking nodi fications to the
application as it was presented to the public for
comments -- since we're going to nake nodifications to
that, we would have to go out for another coment peri od.
The APA requires us to do that.

COVWWM SSI ONER SHAPI RO Wel |, doesn't that nean
then that we're back to having to hear it agai n next
nont h?

STAFF SERVI CES MANAGER | WAGNER: Absol ut el y.

Unfortunately it does nean that.
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CHAI RPERSON HARRI S: That's just the way it
wor ks. This is not a big deal. We just take it out and
we hear it --

COVM SSI ONER SHAPI RO Ckay. Well, then | would
make a notion to delete 14a and put it back out for
comrent, to bring it back at the next neeting where
hopefully nobody can have any coments --

(Laughter.)

COVWM SSI ONER SHAPI RO -- and dam t hi ngs up.

MR. LI EBAU: Conmi ssi oner Shapiro, there's
| anguage al so in 14b.

CHAI RPERSON HARRI S: So just take out the budget

part.

MR. LI EBAU: Ri ght .

CHAI RPERSON HARRI S: We take out 14a conpl etely
and just strike "budget"” in -- it says you will descri be
any pronotional plans for -- yeah, maybe just descri be any

pronoti onal plans really.

MR. LI EBAU: Ri ght . Thank you very nuch.

EXECUTI VE DI RECTOR FERM N: Did you want t hat
conpletely deleted or did you want to go with the
suggestion of Rick's of the concurrent plan, sonething
sinmple? Wasn't there --

COVM SSI ONER SHAPI RO | agree with the change

that M. Liebau suggested, change the word "budget" to
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"pl ans" in B and del ete A.

EXECUTI VE DI RECTOR FERM N: Correct.

MR. BAEDEKER: Yeah, that's acceptabl e.

EXECUTI VE DI RECTOR FERM N: Is that what you --
you woul d prefer that. So we don't have a concurrent
subm ssion at all.

MR. BAEDEKER: We don't have to worry about the
concurring thing. Just change "budget"™ to "pl ans".

COVM SSI ONER SHAPI RO Gr eat .

EXECUTI VE DI RECTOR FERM N: Ckay.

COVWM SSI ONER MORETTI : Second.
CHAI RPERSON HARRI S: Al in favor?
(Ayes.)

CHAI RPERSON HARRI S: Ckay. Next is Entry of
Cl ai nred Hor se.

STAFF SERVI CES MANAGER | WAGNER: Jacki e WAgner,
CHRB st aff.

The proposed anendnent to Rule 1663 will make
cl ai med horses ineligible to race i n anot her racing
jurisdiction until 60 days after the close of the neeting
where it was cl ai ned. The proposed anendnent al so st ates
that for the purpose of this rule the California fairs
circuit is considered one neeti ng.

In addition, Rule 1663 will include standard regs

in the 60-day prohibition while maintaining the breed's
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exenption fromthe renmai ni ng provi sions of the rul e. The
anendnent has been noticed to the public. We have not
recei ved any coments. And staff would recommend that the

Board adopt the rul e as presented.

CHAI RPERSON HARRI S: Any comments on this?

COWM SSI ONER SHAPI RO I don't want to slow this
up and have it done. I just think that if you can
explain -- | think I know what it neans. But the second
sentence in Section 1663a is -- would we have to put this

back out if that sentence was rewritten so that it's a
little nore intelligible?
STAFF SERVI CES MANAGER | WAGNER: Yes, we woul d.
COWM SSI ONER SHAPI RO Never m nd.

STAFF SERVI CES MANAGER | WAGNER: Yes, we woul d.

CHAI RPERSON HARRI S: Wth these, | nean the only
one | could see mght be a -- if Los Alamtos has
essentially a neet that goes the whol e year. But then the

quarter horse people were concerned about it.

STAFF SERVI CES MANAGER | WAGNER: I received no
comments on the proposal.

CHAI RPERSON HARRI S: Well, | think it's a good
rul e. It could be argued on an interstate comerce i ssue
that we're tranpling on that. But | think that there is
sone law | think that -- it's a case |aw that says a state

can protect its assets and things |li ke that. So | think
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it's enough -- | think it's fair enough where it's not too
onerous, but it would permt the sanme action as the horses
do.

COVM SSI ONER SHAPI RO Chai rman Harris, can you
expl ain what that sentence says?

CHAI RPERSON HARRI S: What sentence?

COWM SSI ONER SHAPI RO Sent ence 1660, the
sent ence t hat says: "The horse is not eligible to start
in a claimng race for 25 days after the date of the claim
for |l ess than 25 percent nore than the anpbunt for which it

was cl ai ned. "

CHAI RPERSON HARRI S: Well, this is a current
rul e. This is if you claima horse for 10, you got to run
it back for at |l east 12-5 the first 25 days. But that's a
current. That's not a change. That's just a jail rule
of -- but this rule doesn't have anything to do with that.
It's just saying we don't -- | nean in addition to that

you also can't run it out of state.
CHAI RPERSON HARRI S: Is there a notion?
COVWM SSI ONER SHAPI RO So noved that we adopt
t his.
VI CE CHAI RPERSON BI ANCO Second.
All in favor?
(Ayes.)

CHAI RPERSON HARRI S: Okay. Now we' ve got the CO2
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testi ng.

STAFF SERVI CES MANAGER | WAGNER: Jacki e Wagner,
CHRB st aff.

As you know, in January 2005 the Board adopted
t he proposed addition of Rule 1843.6 which is our total
carbon di oxide testing rule. The proposed additi on of the
rul e was adopted in anticipation of the change in the
horse racing | aw, which was AB 52, that would exenpt TOC
testing fromthe provisions of our split sanple program

Subsequent anendnents to the | egislation now
provi des for a duplicate test sanpling. As a result we
need to anmend our Rule 1843.6 to allow for the duplicate
test sanpl e. Thi s anmendnent would all ow t he owner or
trainer to request that a duplicate test sanple be taken.
The request nust be made prior to coll ection of the
official sanpling, and the owner or trainer is responsible
for all costs associated with the duplicate test sanpl e.
The rul e has been noticed for the appropriate notice
peri od. We have received no comments on the anendnent.
And we would recommend that the Board adopt it as
present ed.

COMM SSI ONER SHAPI RO I"l'l so nobve.

COVMM SSI ONER MORETTI : Second.

CHAI RPERSON HARRI S: Any di scussi on?

Al in favor?
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We got one point.

DR. COLEMAN: Hi . I'"'m Ti m Col eman. I'"'m a
practi ci ng veteri nari an.

As far as adopting the split sanple program for
this particular rule, | was speaking with R ck Sans at
Chi o St at e. And all alternative nethod for a split that
he suggested, which would be fair to the owner and the
trainer in question if there were a positive, would be
to -- once a positive has been directed, with the
agreenent of the TOC and the trainers group in California,
woul d be to go ahead and directly ship that positive

sanple to another | ab and have it tested within 24 hours.

It would save -- there's going to be certain trainers that
are not going to plan on pulling a pre-race sanple for a
split. And all of a sudden they're going to have a

positive. And by goi ng ahead and doing it this way,
they' re not subject to a bunch a split sanple noney, that
it could be just taken out and all ocated at the tine.

And Dr. Sans felt that the fact that these bl ood
sanpl es are not being tested i nMmedi ately post - sanpl e
drawi ng, and they're bei ng shipped off anyway, if you can
get the sanple taken within the 24 hours -- run within 24
hours of the first sanple, there's not going a significant
di fference.

CHAI RPERSON HARRI S: I think the problemis the
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timng, which it doesn't lend itself very well to put a
sanple -- Dr. Jensen, can you comment on what Kkind of tine
franes we're | ooki ng at here.

DR. JENSEN: The maxi mum anpunt of tinme that you
get an accurate anal ysis on total carbon dioxide is
bet ween four and five days. So | think that the way
it's -- | think the way with rule is witten, it allows a
procedure to be devel oped that would allow for a duplicate
sanpl e. And j ust about the only way to ensure that you're
going to get those sanples tested in a tinely manner - -
and by sanples, | nean the primary and the duplicate
sanple -- is to have them coll ected and sent al npst
i medi atel vy.

You get in to shipping a sanple that's been
tested by the primary | ab, then sending it to a split
sanple | ab and getting it done in 24 hours | think is -- |
think that's problematic. And | think that, especially
when you get into situati ons where you have holi days and
weekends when Fed Ex does not deliver on Sundays -- they
do not pick up or deliver on Sunday -- | think about the

only practical way to do it is to have it coll ected and

sent to this -- to this sanple |ab at the sane tine.
CHAI RPERSON HARRI S: I guess one of the issues

with being at the primary |l ab -- you descri bed the

procedures there -- they find a positive, they don't
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just -- don't they retest it a few ti nes and everyt hi ng?
DR. JENSEN: Yes. It's retested and the -- it's
retested at | east three tines. But then to send that

sanple or a duplicate sanple fromthe primarily |l ab to the
| aboratory that's designated as the split or the duplicate
sanpl e | ab i nvol ves another two or three days. I nean if
you get that in 24 hours, you m ght be able to do it
sonetinmes but | don't know if you could do it

consi stentl y.

COWM SSI ONER SHAPI RO It was ny under st andi ng
that that concept had in fact been di scussed with CTT and
TOC and that this is what was nopre of a failsafe manner to
do it to ensure there wouldn't be any breakdown of the
sanmpl e. And that's why it was decided to go this way.
Because we -- | renenber being part of a discussion where
we originally suggested that. And that they prefer to do
it this way, even though it would nean additional cost.

CHAI RPERSON HARRI S: On the overall split sanple
i ssue, do npbst states allow basically split sanple -- have
a split sanple concept or is this unique to Californi a?

DR. JENSEN: For all drug testing?

CHAI RPERSON HARRI S: For drug testing --

DR. JENSEN: It's not universe, but the majority
of states do provide a split sanpl e.

CHAI RPERSON HARRI S: Yeah, | agree with Kim It
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is going to be not the standard of practice, | don't
think, for a trainer to request a split sanple. So this
is just sort of sonmething | guess is that -- we're going

out there, going to talk to us, why they're going to --

but | think the key would be that the primary | ab does,
you know, an outstanding job on testing that sanpl e. An d
whatever it is, it is.

DR. JENSEN: And we think so. But in order to
assure that, if sonebody has a question, that this
procedure that's outlined for duplicate sanple is in

pl ace, that is an option for the owner or the trainer.

CHAI RPERSON HARRI S: But | nean that's the
opti on.

The problemis he's got to do it before --
usually -- eventual drugs that he's -- that sonebody coul d

do, you know, if he gets a bad test back. But this,
regardl ess, he doesn't have any way to wait for the test
to cone back. He's got to do it before the race.

DR. JENSEN: Yeah, unfortunately that's just the
nature of total carbon di oxi de.

DR. COLEMAN: And the t hing that sort of concerns
nme and other veterinarians are the fact that this is a
stack of paperwork that does -- that research has been
done on T CO2 testing by veterinarians in different

ref eree journals. And they go into different ways,
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di fferent al kalinizing agents that were raised at T CO2,
|l asi x, et cetera, et cetera. My concern and ot her
veterinarian's concerns are you're going to have a high
profile trainer that everybody knows did not adm ni ster
any kind of al kalinizing agent is going to cone up with a
positive. And he's going to have no recourse what soever.
He's going to get fried in the nmedia and branded as a
cheat er. And it's unfair the way it's set up right now

CHAI RPERSON HARRI S: Well, | nmean he would still
be subject to a hearing and he could present mitigating
circunstances and all -- | nmean there have been -- the

systeni s been in place, has been with the CHRB system has

been from each associ ati on. And it is remarkabl e how t he
nunbers have dropped, | nean fromuite a few to none. So
I think it's a controll abl e thing. I woul d be concer ned
if it looked |Iike there was a | ot of this background ways
you could get it. But it doesn't appear that there are.

EXECUTI VE DI RECTOR FERM N: Dr. Jensen, you could
correct ne. But | think everything that's been naned or
suggested by trainers that they may have had for reasons,

t hey' ve tested at Davis and have to date found anyt hi ng

that has raised the T CO2 level to the degree that puts

themin violation, is that correct?
DR. JENSEN: | believe that's correct. And |
think that -- you can raise the T CO2 |evel for a horse
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wi t hout passing the stomach tube and adm ni st er
bi car bonat e. But at | evel 37 you have to do sever al
different things to get up to that | evel. Nor mal hor ses
are usually around 30 to 31.

DR. COLEMAN: There's a study that was presented
by Dr. Carlson at UC Davis in 1997. And just by the
adm ni stration of | asix he had a range of up to 37
mllinmles of bicarbs. And it's published in the Anmeri can
Jour nal of Veterinary Research.

So | can't imgine that there's not going to be
an occasional horse that's going to cone up and do that.
You know, it's going to be very rare, and | understand
t hat . But | think it's going to be unfortunate for the
trai ner and the owner that does have a posi tive, because
it's a Class 2 offense, correct?

CHAI RPERSON HARRI S: It's a Class 3. It woul d
result in a purse -- that is a purse loss so it's a very
seri ous problem

Well, | think we hear you. It's just this is
ki nd of where we are, and | think we've got to go forward.
I think we've got to have ultimate faith in the | ab
getting the test right. And they continue to do research
to see if there's sone, you know, unknown things that
could raise, bicarbs, that had nothing to do with any

pur poseful acti on.
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But is there a notion on it?

COWM SSI ONER SHAPI RO We' ve al ready made a

noti on?
CHAI RPERSON HARRI S: Okay. All in favor?
(Ayes.)
CHAI RPERSON HARRI S: Okay. Pi ck( N) Pool .
STAFF SERVI CES MANAGER | WAGNER: Jacki e, CHRB
staff.

Board Rul e 1976. 9, the Pick(N)Pool requires
sel ection of the first place finisher in each of the
nunber of races is dated by the associ ati on. The pick in
must be conpri sed of nbre than three but no greater than
ten races.

The proposed anendnent to this rule would provide
that if the conditions of the racing surface change from
turf to dirt or dirt to turf or the race included in the
pi ck-in wager and the public was not inforned of the
change prior to the closing of the wager, all wagers on
t hat race shall be considered wi nni ng wagers for the
pur poses of the pool.

In addition, the rule also pernmts the
totalizator to provide informati on regardi ng the possi bl e
pick-in and payouts for each of the runners when the | ast
race conprising the pick in is the only race renmi ni ng.

Thi s anendnent has been noticed to the public.
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We have not received any comments on these changes. And
staff would recommend the Board adopt the anendnent as
pr esent ed.

CHAI RPERSON HARRI S: Any coments on this?

WIl California be the only jurisdiction that
basi cal ly approaches this way?

STAFF SERVI CES MANAGER | WAGNER: Yeah, |' m goi ng
to have to defer that to --

COVWM SSI ONER SHAPI RO I thi nk New Yor k does,
John.

SENI OR PARI MUTUEL EXAM NER REAGAN: John Reagan
CHRB st aff. W won't be the only one. But there are a
few of them that are out there, and we'll be joining the
gr oup.

CHAI RPERSON HARRI S: Yeah, | purposely think --
I'd personally would like to rule. But the only thing, we
probably do need to publicize that is the gane that peopl e
woul d be pl ayi ng. So that people all over the country, if
there is a surface change, which happens pretty
frequently, the wi nner, that they know that that race is
out of it, that every horse in that race is a w nner.

SENI OR PARI MUTUEL EXAM NER REAGAN: Ri ght .

CHAI RPERSON HARRI S: Ckay. A notion on this?

COMM SSI ONER SHAPI RO So npbve that we adopt it.

COVMM SSI ONER MORETTI : Second.
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CHAI RPERSON HARRI S: Al in favor?

(Ayes.)

CHAI RPERSON HARRI S: Ckay. We' ve got t he
approval of stewards' contracts.

ASSI STANT CHI EF OF ADM NI STRATI ON VOSS: Wendy
Voss, CHRB staff.

At the May 26t h, 2005, regular Board neeting the
Board approved a list of stewards official vet and service
contracts, with a total doll ar anpunt i ncl uded. And si nce
then staff have created contracts for sone new stewards
whi ch are part of agenda Item No. 11 on the second page.

And as a formality the State Contracti ng Manual requires

Board approval for those new nanes. There will be no
dol | ar anpbunt i ncrease. The doll ar anount that you
approved at the May neeting is sufficient for all the
contracts. I just need Board approval for the nanes in

order to get those contracts approved.
So staff recomends that the Board approve the
nanes |isted on Agenda Item No. 11 for those new st ewards.
CHAI RPERSON HARRI S: Yeah.

VI CE CHAI RPERSON Bl ANCO: Move.

COVM SSI ONER MORETTI : Second.

CHAI RPERSON HARRI S: Yeah, | remenber the
stewards were -- endorse this. I think that our Executive
Director, Ingrid Ferm n, has done an excell ent job of
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reviewi ng the steward assi gnnents and has brought in sone
very conpetent people that will strengthen racing. And |
think this contract is very appropri ate.

All in favor?

(Ayes.)

ASSI STANT CHI EF OF ADM NI STRATI ON VCSS: Thank
you.

Okay. We did charity day at Oak Tree and

m cr ochi ps.

Ckay. The j ockey wei ght i ssue. I under st and
t hat by concurrence of both the -- well, Craig Fravel and
the Jockey's Guild we're both working on this. But |
don't know if anybody -- if they're still here. But |

think they want to defer this to the July neeti ng because
the study is still proceeding.

Darrell, do you have any comment on it?

MR. HAI RE: M. Harris, nenbers of the
Conmmi ssi on. Darrell Haire, National Menber Represent ative
of the Jockey's Cuil d.

Barry wi shes he could have been here today. And
Craig had to catch a pl ane of course. But Barry had a
medi cal energency.

But he just -- we just wanted to express that we
are working close with Craig putting together a study, a

heal t h assessnent study, and we're worKking cl ose. And we
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appreci ate what Craig's doi ng. And Barry wanted ne to
express to you that he thanks the Comm ssion for working
t oget her on resolutions to sone i ssues and al so with
wor ki ng toget her on | egi sl ati on concerni ng jockey safety.
So we appreciate that and Barry does i nmensely.

Thank you.

CHAI RPERSON HARRI S: Thank you.

I hope that we can keep this study novi ng al ong,
because it is very inportant to jockey health and safety.
And that we just -- you know, | think we're sonetines
criticized for not nobving fast enough on the jockey
wei ght . But | think the whole idea is we need to have a
right scientific data and see what the best outcone shoul d
be.

COWWM SSI ONER SHAPI RO I can tell you, M.
Chairman, that | did speak with Barry day before
yest erday, and he was pl eased. And he sent his regrets.
I'"ve al so spoken with M. Fravel. And t he plan has al so
been di ssem nated to, through the RCI, the Racing
Conmi ssioners International, to all other nmjor racing
jurisdictions to see if they are also willing and
interested in participating with us on a nati onal basis.
So that hopefully this i ssue can be addressed nationally
and not just here in California. And the Jockey's Guild I

think is behind that.
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And | al so spoke with Dr. Gerbani an, who was al so
appreci ative of this as well.

So | think it is noving al ong. And | know t hat
Craig Fravel was working very hard on it. And we' ve got
good cooperation with the Guild as well.

CHAI RPERSON HARRI S: Okay. Let' s go on to Item
15, which deals with these pool wagers.

Do you have sonebody from staff to report on
t hat ?

The issue | think is basically maybe -- they
didn't franme it, but it's really | egal issue, should
California all ow people to conm ngle in our pools that are
basically a pool of wagers? |It's not one person. It
could be 100 people that are part of a programthat all ows

them to partner with other people to buy particularly Big

6 tickets. And one of those fans in California, Roger
Newel | , had brought this to our attention, that he felt
that that was not in conmpliance with our | aw. And -- oh,

you' ve got a | egal opinion on it.

DEPUTY ATTORNEY GENERAL KAUFMAN: Pet er Kauf man,
Deputy Attorney General.

I was asked to | ook at this on an informl basis,
prelimnary views -- to give you a prelimnary view of the
of fice. It's not the -- any final and ulti mate opini on of

the Attorney General's office, but it's our prelimnary
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view that these -- there are two issues with respect to
t hese pool s.

As you know, a wager or bet that is not

aut hori zed by statute and the Board's inpl enenting
regul ations is unlawful and constitute bookmaki ng. And so
we | ooked at this as to whether the accounts from which
these -- the betting i nstructi ons were nmade were | awf ul

accounts within the neani ng of the Board's regul ati ons.

And, one, they're not. The Board's regul ati ons anti ci pate
that they be -- the accounts are individual accounts for
per sonal use. These accounts appeared to us to be

accounts that are held by entities for comerci al purpose.
And, therefore, they don't qualify as accounts from which
an ADW wager can be nmade.

The second issue is whether these -- from our
poi nt of view is whether these bets are being nade within
a racing enclosure as required by statute. And whil e the
statute, 19595, says that wagering instructions issued
from an ADW account or considered to have been made wi thin
t he encl osure, what you have here are bets bei ng made
wi t hout instructions and are going into the pool account
from which the wagering instructions are made. So the
actual bets are com ng fromthe bet. One aspect of the
bet is being made outside of that enclosure and it's not

an exception nor authorized by statute as being within the
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encl osur e. So it would be unlawful for that purpose as
wel | .

And ultimately the fact that these are occurri ng
outside of the State of California we felt didn't make a
di fference because, one, the pool hub licensee is required
to conmply with California | aw; and, nunber 2, that
California | aw provides that if you participate in any
aspect of an unlawful activity, it is still an unl awful
activity, so a track accepting an unl awful bet is
participating in the unlawful activity and couldn't do so.

So our prelimnary viewis that it's not
appropri ate and shouldn't be received by the track or
accepted by the track.

COMM SSI ONER SHAPI RO So let ne ask you a
questi on. VWhat do we do? | nean this kind of | eads into,
just li ke yesterday, there was an airplane flying around
above us pronoti ng an of fshore bookmaker here at the fair.
It goes on at Santa Anita. What do we do in a
circunstance |li ke this.

DEPUTY ATTORNEY GENERAL KAUFMAN: GCh, good.

Thank you.

(Laught er.)

DEPUTY ATTORNEY GENERAL KAUFMAN: I haven't
consi dered that. I nmean we offer opinions and then we

figure out how to go ahead and have you inplenent them
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CHAI RPERSON HARRI S: Well, | think this is
sinple -- | nean the offshore deals, you know, can get
very conpl ex. I think this would be that we woul d just
tell tracks that they cannot send their signal to people
that are all owi ng these pool -type bets because that is not
part of our | aws. 1l egal basically. And | nean it's
really is not going to inpact themtoo terribly nmuch

because they would just not take that particul ar type of

bet . It's kind of an energi ng thing anyway. But | don't
know, we'd probably need to -- | think it's one conpany
that's doing it nminly. And | think we al nost need to

hear it fromthe tracks and the conpany to see if they've

got sone good rebuttal why it really is | egal. And i f
it's not legal, it's just like anything else that's not
|l egal, they shouldn't be comm ngli ng.

DEPUTY ATTORNEY GENERAL KAUFMAN: Well, | nmean
it's a License issue. I nmean |icensees can't perform --
undertake ill egal acts. So there's disciplinary action
t hat can be taken the affects |licenses. So | nean that's

one avenue.

CHAI RPERSON HARRI S: Yeah. We do approve -- when
we approve a |license we approve everybody that will be
commi ngling in a pool. So I think we would say you can't
t ake those people -- or unless they change their ways.

CEPUTY ATTORNEY GENERAL KAUFMAN: Ri ght . Wel |,
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nean their |license is conditional. It's at ri sk
EXECUTI VE DI RECTOR FERM N: And then they need to

cease and desi st.

CHAI RPERSON HARRI S: Yeah, | think that would be
the best thing to do, just tell them that they've got to
stop and, you know, see what happens. But | don't think

t hat we need a new regul ati on or anything for it.

DEPUTY ATTORNEY GENERAL KAUFMAN: No.

EXECUTI VE DI RECTOR FERM N: So then if they
don't, then cones a di scussi on and/ or a possi bl e sancti on
or we're looking at the license or whatever cones down the
road?

DEPUTY ATTORNEY GENERAL KAUFMAN: Correct.

CHAI RPERSON HARRI S: Yeah, let's put together
sone sort of nmeno of all the different racing associ ati ons
to explain the situation.

Okay. Thank you.

Next item 16 is altering sex of a horse, minly
gel di ngs.

(Laughter.)

CHAI RPERSON HARRI S: Well, actually --

COWM SSI ONER SHAPI RO I thought you were talKking
about sex changes.

CHAI RPERSON HARRI S: Well, just -- yeah, as the

background on it, we've gotten a | ot of fan conpl ai nts of
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horses that have been gel ded unannounced. It's really
probably not that big of a problemif a horse was gel ded
before it started, where the first tine it started it was
a gel di ng. It's nore a problem where a horse start ed one
or several tines as a colt and then was gel ded, which may
or may not -- but | think the consensus is it could well
i nfluence its future performance favorably, but the fans
don't know about it.

So sort of |li ke adding blinders or a horse on
| asi x or anyt hi ng. There's no notation in the program or
formthat this has happened.

And it's two parts of the program One is
soneti nes peopl e have not reported gel di ngs through the
racing office, so it doesn't show up correctly in the
entri es. But then even if it does show up correctly, it
is a gel ding. I think there should be sonethi ng that
woul d note that it was a first-tinme gelding to show t hat
that that, you know, was a factor that a handi capper m ght
consi der.

So | think sonething we've got to work basically

wi t h Equi base, who is a database for racing, they supply

the informati on forum to have sone line -- on the past
performance |line that would note this, that would show
just li ke notes: Lasi x or Bute or blinkers or front w aps

or a | ot of things.
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MR. FI CK: Dan Fick fromthe Jockey C ub.

We saw this on the agenda and we revi ewed what
we' ve been doi ng. And this is -- it's obviously a very
seri ous concern because we don't want horses m sreported
in the progr am or horsenen |led to believe that a horse is
a stallion and he's not, and especially to the fans.

We i npl enented a program in January of 2004

t hrough our I n Conpass System which |I tal ked about

earlier, which manages the software in the office. And
when entries are taken, it is sent up agai nst the jockey
Cl ub dat abase for the past performance i nfornmati on. And

if it shows up to be a gel di ng and our database shows it
to be a stallion, we imediately e-nmail the race track to
t he desi gnee they've told us, which is usually sonebody in
the racing secretary's office with a horse identifier, and
ask themto verify that this horse is indeed a gel di ng.

If they verify it, then they i mmedi ately change it in the
programit's right.

And it's worKking. We' ve done over 25, 000
geldings in the last, whatever it is, 18 nonths. But what
happens, and | think the problemin this is, is getting it
reported at the tinme that it happens. According to the
nodel rules, and California's rules are very close to the
nodel rules, it's really the responsibility of the trainer

to notify the racing secretary and the horse identifier
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that the horse has been gel ded.

If you can ensure that that happens and enforce
that, then it shouldn't be too conplicated for us to wite
the software at the request of our clients, the tracks
again, to go ahead and conpare the date of gelding that's
reported to us, because we do report the horses date of
gel di ng and conpare it to the date of the race and see if
that's the next race since that horse has ran. And so |
don't think that would be a problem for us.

If the horse has already run, if he was gel ded on
March 1st and he runs on March 15t h, because it wasn't
reported, it wasn't changed, then he cones back and runs

on March 30th and it's finally been reported, we go back

and say, "Well, this isn't the first tinme he's run since

he's been gelded,” so we wouldn't put it in the program
CHAI RPERSON HARRI S: Yeah, | t hink just give ne a

i ne whenever he was gelded it would show -- | nean j ust

sort of like it shows for a claimor anything, | guess

you could -- | think we're getting, you know, a | ot closer

with these reporti ngs. But | think we've got to just be

stricter on what the rules are and encourage, you know,
both the -- get trainers to properly report a gel di ng.

It' not really nmuch of a problemif sone horse was gel ded
on the ranch as a yearling and it just -- but the problem

is just horses gelded once they're at the track.
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MR. FI CK: Only liability you run is you're not
goi ng to be consistent, because if it's not reported,
you're going to have two horses in the race, one that's
reported and is correctly recorded in the program one
that's not recorded and is incorrect in the program So
you're going to have sone liability there. Now, t hat
liability obviously rests with the trainer. But it's

going to take sone tine to get it reported accurately.

CHAI RPERSON HARRI S: Well, | think the horse
nornmally | think does get caught eventually by the horse
identifier. I don't think we've got too nmany that are
running as colts that really are gel di ngs. The problemis
just people don't know about it till the |l ast m nute.
nean when they bring over the receiving bar t hey | think

t hey check in there sonewhere.
ASSOCI ATE ANALYST MARTEN: M ke Marten of the

Cali fornia Horse Raci ng Board.

No, it's not many. But even a few nake bad
publicity.

And what Dan was saying -- and | can tell you
what the Racing Forum s position is -- they're going to go
to the trouble and put their own reputation on the |ine of
putti ng sonet hi ng notable in the performnces. They need

to have confidence that California' s providing themw th

accurate information at the tine of entries. They woul d

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



124

|l ove to be able to do that if they have confidence in the

informati on being provided to them at tine of entry. So
it all conmes back to getting the gelding reported at tine
of entry. And then that's up to you on how you're goi ng

to ensure that.

CHAI RPERSON HARRI S: I think it should be before
the entry. I nmean that would be the | ast tine they could
do it. But hopefully it gets done whenever the gel ding's
done.

CHAI RPERSON HARRI S: Ckay. We just wanted to
bring this up as sonething to work on. And hopefully we
can wor k Equi base to get it in. Because it's -- | think a

gel ding is probably a bigger potential perfornmnce change
than a |l ot of things we make a bigger thing about.

Anyt hi ng el se on that?

W' ve got last itemthat they -- got to order our
wi ne tasting.

Is the year-end results for 2000 -- oh, no, I'm
sorry. We' ve got the fair this goi ng good eye fair
publicly itemwhich | originally put this on because | was
concerned -- well, mainly with the Raci ng Forum s cover age
on the fairs, which |I've now tal ked to the Raci ng Forum
peopl e, and they do seem to be, you know, intent on
i nproving their cover age.

But then also the northern California | was
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concer ned what they were doing in the | ocal areas. And |
didn't even realize they were doing as much as they were.

But it's really inmportant for the fairs to reach
out to their nedia and, you know, get -- since it's a
short neeting, gives them a chance to really get the story
just about every day. And t hey' ve been havi ng them quite
a bit. I just wanted to hear a few exanpl es of sone
success stories they've had.

W' ve got one interesting note to add that
Al aneda County Fair has done.

(Ther eupon a vi deo was pl ayed.)

CHAI RPERSON HARRI S: You see why they don't |ike
to see how much we spend on nmarketi ng because --

(Laughter.)

CHAI RPERSON HARRI S: It doesn't include sound.

(Laughter.)

(Ther eupon a vi deo was pl ayed.)

CHAI RPERSON HARRI S: That' s not an actual race,
is it?

Well, why don't we stipulate it was a good ad?

(Laughter.)

CHAI RPERSON HARRI S: Chris, can you expl ain sone
of the things going on?

MR. KORBY: Chris Korby, California Authority of

Raci ng Fairs.
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Just briefly two aspects of this I'd |like to
address the Board on. Nunber one, with respect to the
raci ng nedi a, we've had several productive conversati ons
with the President of the Daily Raci ng Forum over the | ast
few weeks about the extent of coverage in the f orum on
fair races. And t hey' ve have been very cooperative and --

(Ther eupon a vi deo was pl ayed.)

COWM SSI ONER SHAPI RO Okay. VWho wants to do the
bungy junp?

CHAI RPERSON HARRI S: That' s one of the jockeys.

(Laughter.)

MR. KORBY: The forum study, been very responsive
extendi ng and i ncreasi ng the coverage of fair racing in
the forum We're continuing to neet and talk and with
t hem And | ' m happy to report the progress we' ve nade
with them

Wth respect to the other nedia coverage of fairs
and fair racing in northern California, bear in m nd that
fairs are major events in their |l ocal communities. So
they're newsworthy events in their own right, and that
generates significant nedia coverage, which includes
coverage of the racing that takes place at the fairs. And
t hat coverage is, for the npbst part, very positive. So |
think that the fairs have done a good j ob of i ncreasing

publ i ¢ awareness of racing in their individual nmarkets.
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And there are fair managers there who can talk
about specific success stories for individual fairs. And
any one of them want to cone up and tal k about that.
But t he coverage extends from newspapers, radio,
l ocal television, all the nedia in each of these markets.
Thank you.
MR. GHI DELLA: Jim Ghidella, TOC, Director,
Nor t h.
I thought, M. Harris, when you put that on the

agenda you were tal ki ng about Raci ng Forum publicity,

articles in the Raci ng Forum cover age. Because it's a
signal we want to market. We want the southern California
peopl e who did that, but -- out of state, et cetera, et
cet er a. And | think to get nobre coverage you have to
offer something that's interesting. And, you know, we've
had Bl ack Ruby in the past who's been -- you know, how

many futures articles were witten about Taz and Bl ack
Ruby and all of that?

But the best way -- or one of easiest ways is to
feature sone good racing, to put sone stakes on the
cal endar. And | had suggested Stockton this year to
revive the Sweepida, which has a rich history in
Cal i fornia racing. In fact, the Stockton Record is goi ng
to run a feature article on the Sweepida and its history.

But, you know, we've had -- we've had the stakes
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schedul ed at Pl easanton and chopped by two.

CHAI RPERSON HARRI S: I thought that TOC
negoti ated all that though.

MR. GHI DELLA: Well, we nmade suggesti ons. But we
can't -- you can't force themto run sonething they don't
want to run. I mean ny suggestion to Santa Rosa was not
to drop two stakes this year, especially in |ight of
their -- the inaugural running of their turf course. And

I would hope that the fairs would | ook at their budgets

and schedul e sone nbore stake racing, because | think it
nmakes good copy. It gives these guys sonething to wite.
CHAI RPERSON HARRI S: Yeah. Well, | think --

really, you know, TOC and the tracks should work together
it is a program But actwually M. Mnuel from Fresno is
her e. He went out and got a sponsorship from Fresno race
of like $60, 000 from sonebody. I think -- this was few
years ago, but --

MR. GHI DELLA: Well, Ron C oud - -

CHAI RPERSON HARRI S: And t hen Ron Cl oud.

I nean there is potential |like that in each of
t hese communi ti es. Maybe not that nuch, but there's
sonet hi ng. I think we need to | ook and start thinking

outside the box at sone of these races.
MR. GHI DELLA: Yeah. I just think that stake --

I nmean when you have a neet that just has all | ower
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cl ai mrers and, you know, | ower nmaiden clainers, it's --
it's a tough thing to wite about. You know, it's tough
for a writer to make a | ot of hay about that. And, you
know, | think a renewal of the Sweepida -- you know, would

have been i nportant at the Stockton neeti ng and woul d

have, you know, created sone excitenent.

CHAI RPERSON HARRI S: You know, 1'd like to see it
cone back. I thought TOC was the one that wanted to get
rid of it. But | like it personally.

But the Stockton - -
MR. GHI DELLA: That's incorrect, the Sweep --
TOC s for it.

CHAI RPERSON HARRI S: Actually the fair manager at

St ockt on had to | eave. But he did bring nme a bunch of
articles that were in those area papers. They did do a
good job of covering different aspects. I nmean soneti nes
you'll have a big horse because you've got sone owner or
trai ner or jockey or sonmething -- | nean there's a | ot of
color in racing that lends itself well to nedia. So | can

sort that out.

MR. KORBY: Well, we're happy to negotiate with
t he TOC about the stakes program and the purse schedul e
and all of that. And we're proud of the nedia coverage
that fairs get in their markets. And | want this to

becone an entree into an unrel ated di scussi on about purses
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and stakes at the fairs. But | do agree with Jimthat the
better racing we offer, the better coverage wll be. So
we're also striving for that objective.

CHAI RPERSON HARRI S: The Forum actually, since I

brought this up, did start to do the closer | ook on the --

I noticed in today's Forumin Pl easanton. So t he
Presi dent of the Forumis new | ook. The Brent Di anond
Desnond. Anyway, he's going to be out in California in

August because he's a westerner that's just newy into

that job and is conmi ng out to Del WMar. So | hope to visit
with himthere. You know, the Forum s a val uabl e thing.
It all over the country. But | think there's people --
well, even though nmaybe it's not a real big race, if

peopl e make good field sizes they're going to get

attenti on. But to really -- you're back in sone eastern
state |l ooking at a card, the npbre informati on you get on
that race, the better, even if it's just, you know,

ordi nary hor ses.

MR. Pl CKERI NG Yes, wel cone back to Pl easant on.

(Laughter.)

MR. Pl CKERI NG And at the encouragenent of our
friends in the nmedia we actually put Pl easanton on the
roof of our paddock this year. So that as we're
tel evising the signal around the world, people realize

it's Pl easanton, even though our | ocal politicians
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remenber us as Al aneda County Fair, and we're both.

Contrary -- or just in addition to sone earlier
comments, our technical difficulty is when we load it on
to these screens, it also plays in the rest of the house.
And we didn't want to play it on top of a race that was
bei ng cal |l ed. So we turned off the sound. Now, i n order
to get the tape out and get it back again, we'll have to
di srupt racing on the other side of the house.

CHAI RPERSON HARRI S: VWhy don't we see if the w ne
tasting is sonething - -

MR. Pl CKERI NG We can do that.

We had anot her tape that we wanted to show to you
as well, but we don't want to take all of your tine.

You're famliar with the Pontiac racing
commercial that aired during the Super Bow and since
t hen. That was filned here at the fair track where the
horses in the dark are snorting, et cetera, et cetera.
Lost in the Fog, being a very fanpus horse here in the Bay
Area, and we did Lost in the Fog T-shirt given away today.
And we have those for everyone who attendi ng the bar becue
t oni ght . In fact, we worked with the arti st and made
suggesti ons on how we could actually do the painting. So
we're real pleased for that.

We'll have nobre than 400, 000 peopl e cone through

the fair this year. For the Commri ssioners that we're at

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



132
the race track yesterday, we saw grandparents with
grandchil dren setting in chairs and bl anket down on the
apron cheering for the horses. Yest erday we were 19
percent up on handl e.

Through today -- | just gave the nunbers to John
for his 2005 handl e reports. But t hrough the cl ose of
busi ness today we're up 8 percent on track, we're up 6
percent overall for the first two days of the neet. And
it was rather hot today, so we're pleased with that. And
I can't renenber when any racing in northern California
has had fields of 8, 9 and 10 horses runni ng back to back.
I believe we ran seven races yesterday of superfectas, and
we' re doi hg seven races today of superfectas.

So in spite of perhaps not having as many st ake
races, we're certainly putting the product out that the
gam ng public wants to bet on across the country. So
we're very pleased with that. And we're very pleased with
our partnership with Sam Spears and what he does for our
raci ng and our interviews. The special stories that we
recei ve; the win, place, and show contest this year.

We're al so marketi ng our golf course. So the $10, 000
putti ng contest that takes place during -- between the 7th
and 8th race each day. And the wi nners of those contests
cone back | ater on.

The nunber of things that we are already do. A
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nunber of our TV stations cone out and do the weat her
br oadcast each nobrning fromthe race track or fromthe
f ai rgrounds. Eveni ng Magazi ne, which is one of the
| argest shows in the Bay Area, cones out to the races.
They were out at the fair | ast Fri day. They' |l cone back
to the races agai n.

The pronotion that we get for that very short

period of tinme, we are the happeni ng event in each of

t hese county fairs. And | know many of ny partners here,
t hese fair managers, in the newspaper everyday on
sonet hi ng new and exciting at the fair. We are big news,

we are | ocal news, and we get people to the track who
can't travel or for whatever reason can't get to the ot her
tracks.

So the fairs -- we're here. We presented you

wi th our birthday book, which we did a few years ago in

honor of our 90th birthday. This track, as you know,
started runni ng back in 1858. As California was an
infant, so was racing in California. And we were here

runni ng horses, at Dom Bernal's from Bernal Avenue.

So we believe we have that history. The hi story
is in the book there. We al so market our facilities
year - round. So we have hundreds of thousands of golfers
hitting golf balls on that beautiful golf course. They' re
al so shaggi ng them of f the track. No, we don't let them
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do that. But they know that the track's out there.

Qur track trains on a year-round basi s. On a
good year roughly anywhere from 12 to 14 percent of the
starters at Bay Meadows and Gol den Gate are trai ned here
in Pl easanton on a fair track. On a good year nore horses
trai ned at Pl easanton start at Bay Meadows and Gol den Gate
t han horses trai ned at Fairfax and San Luis Rey conbi ned.
So we're a very valuable facility in northern California,
ri ght here at a fair. But we just can't wait for people

to conme and negotiate with us about putting npre dates at

a publicly owned nonprofit facility.

And we thank all of you for your support on
handl e today and yest er day. Conmi ssioner Harris, you got
to vi ew our new paddock. Conmmi ssi oner Shapiro, the
paddock was out there. It was nice to see owners and

trai ners standing on the grass in the m ddle of the
paddock, admiring the paddock. And nobst of all, admring
t he product. So thank you for being here.

The barbecue, we had to slow the fire down just a
little bit. But | talked to them and they're slicing the
ri bs and they've had a bit to drink, so they're going to
be - -

CHAI RPERSON HARRI S: Better get over there.

( Appl ause.)

CHAI RPERSON HARRI S: I would like mention on the
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part of publicity, we've got three excellent of witers
here that have been key in northern California: Chuck
Di bdahl, who is now with the Raci hg Forum has been a real

institution in northern California racing, he's an expert

on it. And Debbi e Harri ngton fromthe Sacranento Bee, who
is an excellent, probably -- for the overall val ue covers
racing very well and cones up with a |Iot of very good

stori es. And Jack Shinard with the Thoroughbred, wote
for the Bl ood Horse, anpbng ot her things. And so we're
fortunate we' ve got sone good racing riders here. Just

need to keep devel opi ng the stories.

COWMM SSI ONER MORETTI : I have a coment, John.
Debbie and | were tal king earlier. And all those
of us that live in the Sacranento area, | m ght not be a

bad idea if we wote sone letters in to the sports editor

over there, because | guess they have a new editor and he
is not -- we need to educate hi m about the val ue of horse
raci ng over there. Let ne put it that way.

CHAI RPERSON HARRI S: Ckay. I think we'll skip
the last item It's just an update.

But appreci ate everybody bei ng here and
appreciate all the hospitality from Pl easanton and | ook
forward to seei ng everybody over at the barbecue.

( Ther eupon the California Horse Racing

Board neeti ng adjourned at 5:45 p.m
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