
CALIFORNIA HORSE RACING BOARD
1010 HURLEY WAY, SUITE 300
SACRAMENTO, CA 95825
(916) 263-6000
FAX (916) 263-6042

REGULAR MEETING

of the California Horse Racing Board will be held on Friday, June 27, 2008, commencing at
9:00 a.m., at the Alameda County Fairgrounds, The Pleasanton Satellite Wagering
Facility, 4501 Pleasanton Avenue, Pleasanton, California.

The audio portion only of the California Horse Racing Board regular meeting will be available
online through a link at the CHRB website (~'}'Yl~9J:!IQ:...Qa.E.Q_Y) under "Webcasts."

AGENDA

Action Items:

1. Approval of the minutes of the regular meeting of May 20, 2008.

2. Discussion and action by the Board on the request from the California Authority of
. Racing Fairs and its participating fairs, whose subsequent applications to conduct a

horse racing meeting will reflect such request, to increase the takeout an additional
one percent pursuant to Business and Professions Code section 19601.4.

3. Discussion and action by the Board on the request from the Los Angeles County Fair at
Fairplex to increase the takeout an additional one percent pursuant to Business and
Professions Code section 19601.4 for the 2008 Fairplex Park race meeting at the Los
Angeles County Fair.

4. Discussion and action by the Board on the Application to Conduct a Horse Racing
Meeting of the Humboldt County Fair (F) at Ferndale commencing August 7 through
August 17, 2008, inclusive.

5. Discussion and action by the Board on the Application to Conduct a Horse Racing
Meeting of the California Exposition and State Fair (F) at Sacramento commencing
August 20 through September 1, 2008, inclusive.

6. Discussion and action by the Board regarding mandating the use of safety reins at
California racetracks and the proposed amendment to CHRB Rule, 1689.2, Safety
Rein Required, to require the use of safety reins at California racetracks.
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7. Discussion by the Board and reports from industry representatives, stakeholders,
participants, concerning the open Advance Deposit Wagering "experiment" initiated
November 7, 2007 continuing through July 13, 2008.

8. Discussion by the Board concerning progress and planning for thoroughbred racing
alternatives in Northern and Southern California, including options; combined race
meetings, financing arrangements for track improvements and time schedule for
proposed improvements, development of plans for race dates, stabling and related
issues.

9. Discussion and action by the Board on the distribution of race day charity proceeds of
the Oak Tree Charitable Foundation in the amount of $78,213 to 21 beneficiaries.

10. Public Comment: Communications, reports, requests for future actions of the Board.
Note: Persons addressing the Board under this item will be restricted to three (3) minutes
for their presentation.

11. Closed Session: For the purpose of receiving advice from counsel, considering pending
litigation, reaching decisions on administrative licensing and disciplinary hearings, and
personnel matters, as authorized by Section 11126 of the Government Code.

A. The Board may convene a Closed Session to confer with and receive advice from its legal
counsel regarding the pending litigation described in the attachment to this agenda
captioned "Pending Litigation," as authorized by Government Code section 11126(e).

B. The Board may convene a Closed Session to confer with and receive advice from its legal
counsel regarding the pending adluinistrative licensing or disciplinary matters described
in the attachment to this agenda captioned "Pending Administrative Adjudications," as
authorized by Government Code section Ill26(e).

Additional infonnation regarding this meeting may be obtained from the CHRB Administrative
Office, 1010 Hurley Way, Suite 300, Sacramento, CA 95825; telephone (916) 263-6000; fax (916)
263-6042. This notice is located on the CHRB website at }YW.J:y.:.£hrh:.£g~:.&2Y. *Infonnation for
requesting disability related accommodation for persons with a disability who require aid or
services in order to participate in this public meeting, should contact Jacqueline Wagner.

CALIFORNIA HORSE RACING BOARD
Richard B. Shapiro, Chairman
John C. Harris, Vice Chairman

John Andreini, Member
Jesse H. Choper, Member

Jerry Moss, Member
Kirk E. Breed, Executive Director
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PROCEEDlNGS of the Regular Meeting of the California Horse Racing Board held at the
Cal-Expo State Fair, The Clubhouse, second floor, 1600 Exposition Boulevard, Sacramento,
California, on May 20, 2008.

Present:

MINUTES

Richard B. Shapiro, Chairman
John C. Harris, Vice-Chairman
John W. Amerman, Member
John Andreini, Member
Jesse H. Choper, Member
Jerry Moss, Member
Kirk E. Breed, Executive Director
Derry L. Knight, Deputy Attorney General

Chairman Shapiro asked for approval of the minutes of the Regular J\!leeting of March 27,

2008. Vice-Chairman Harris motioned to approve the minutes. Commissioner Moss

seconded the motion, which was unanimously carried. Chairman Shapiro asked for approval

of the minutes of the Regular Meeting of April 24, 2008. Commissioner Amerman motioned

to approve the minutes. CommiSSioner Choper seconded the motion, which was unanimously

carried.

DISCUSSION AND ACTION BY THE BOARD ON THE· REQUEST BY THE
CALIFORNIA AUTHORITY OF RACING FAIRS ON BEHALF OF THE ALAMEDA,·
FRESNO, HUMBOLDT, SAN JOAQUIN, SAN MATEO, SOLANO AND SONOMA
COUNTY FAIRS TO INCREASE THE TAKEOUT AN ADDITIONAL ONE PERCENT
PURSUANT TO BUSINESS AND PROFESSIONS CODE SECTION 19601..4 FOR
DEPOSIT INTO THE INCLOSURE FACILITIES Il\1PROVEMENT FUND.

Francisco Gonzales, CHRB staff, said Assembly Bill 765, Chapter 613, Statutes of 2007,

added Business and Professions Code section 19601.4, which provided that a fair, a

combination of fairs, or an association conducting racing at a fair may, with approval of the



Page 1-2

Board, deduct an additional one percent from its handle to be used for maintenance and

improvements at a fair's racetrack inclosure. The California Authority of Racing Fairs

(CARF), on behalf of the Alameda, Fresno, Humboldt, San Joaquin, San Mateo, Solano and

Sonoma County fairs, requested an additional one percent increase in the takeout at the subject

racing fair meetings pursuant to Business and Professions Code section 19601.4, for deposit

into the Facilities I1nprovement Account Fund. Chairman Shapiro said the Board was aware of

the legislation that allowed the racing fairs to deduct an additional one percent from the handle.

The Board also supported improvements to the fairs' facilities; however, Chairman Shapiro

stated he was not sure the proposal before the Board was the best way to enact any

improvements. The staff analysis indicated that $126 million would be raised by the requested

deduction, which raised the question of whether any significant improvements could be made.

In addition, the money would go to the Department of Food and Agriculture (DOFA), and it

would be up to the Secretary of Food and Agriculture to approve any expenditures. Could

there be a more comprehensive plan to address racing fairs' needs and challenges? Vice

Chairman Harris said he was concerned because the request represented an additional tax· on

the handle, and the racing fairs currently received one percent more than the other tracks. He

stated he did not know if the fairs would be able to increase fees paid by out-of-state wagering

sites if they increased the takeout by one percent. In addition, there was a point at which a

larger takeout would result in diminishing returns. Chairman Shapiro commented California

had the second lowest takeout of the States, and clearly the industry needed to find a racing

circuit that worked, but he questioned whether increasing the takeout would work. Chris

Korby of CARP said the privately owned racetracks were falling victim to increased real estate
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values, and were being considered for purposes other than horseracing. CARF believed the

future of racing in California would rest in publicly owned facilities and fairgrounds. To

prepare for the future the racing fairs needed to invest significant resources in upgrading their

facilities. Implementation of the provisions of Business and Professions Code section 19601.4

would allow the fairs that choose to participate to increase the takeout by one percent. The

funds would be placed in a fund at the DOFA for distribution solely for projects that would

improve racing facilities at fairgrounds. The industry needed to replace the private racing

facilities that would close~ and CARF believed its request was a reasonable step to deal with

the issue. Chairman Shapiro stated the Board did not disagree, but it wanted to see a plan that

indicated where the funds would go, and which facilities would benefit. In the past racing fairs

received monies, but they seemed to remain in a state of disrepair. CARF was asking the

Board to authorize the deduction of additional funds from the handle, but there was no

indication of where those funds would go. Mr. Korby said the funds would initially go to

Alameda for improvements in its racing facility. Specific improvements to the Alameda

facility would be a synthetic racing surface and repairs to the backstretch area. Once

additional funding was secured, the grandstand facilities and other public areas would be

improved. Mr. Korby said CARP's request would begin a funding source that would allow the

fairs to begin the improvements. Chairman Shapiro stated he agreed the industry needed a

replacement for Bay Meadows, and it needed to upgrade the racing fair facilities, but as he

looked at the applications for license before the Board, he did not see much effort to upgrade

the racing in some cases. Additionally, what CARP described as improvements did not seem

to be things that would improve the business. Chairman Shapiro asked what was the plan for
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the use of the additional funds? Vice-Chairman Harris stated there needed to be a more

comprehensive plan. The money was coming from racing fans in the form of wagers.

However, if racing was not selling well, raising prices was usually counterproductive. Vice

Chainnan Harris said there should be a comprehensive plan that provided some funding from

horsemen, some from the track and some from the fans. Commissioner Amerman stated

CARF's description of the needed improvements was substantial, yet the .monies that would

result from the increase were only a part of the overall progran1. It was important to look at

the big picture,besides the one percent that would come from the fans, which was inadequate

for the task. Chairman Shapiro said if CARF had presented a list of improvements, with the

dollar amounts needed; the Board would be in full support. Instead, the Board heard a request

for money that would go to the DOFA, which would mean that racing. would be subject to

another agency deciding how it would be spent. There was no guarantee the money would be

used for purposes the industry agreed upon. CARF needed to come back to the Board with a

comprehensive plan for 2009 through 2011, which demonstrated how the one percent increase

in the takeout would fit into the entire picture. Commissioner Choper said he agreed with

Vice-Chairman Harris that the fans were going to carry the full burden of the costs. If CARF

was concerned that it was losing income over a delay, perhaps the monies could be taken out,

but held until a comprehensive plan was agreed upon. Chairman Shapiro said he understood

the racing fairs could not self fund the needed improvements. The racing public would fund

any projects, and the Board had an obligation to ensure the money would benefit that public.

Mr. Korby said the monies would go into a designated fund at the DOFA, and would be

earmarked solely for improvement of racing facilities and fairs. The Secretary, acting with an
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advisory. cOlnmittee that CARP believed would come from the industry, would disburse the

funds. Rod Blonien, representing Alameda, stated the racing fairs voted to make Alameda the

sole recipient, for a significant amount of time, of any funds generated from the one percent

increase. The monies would be used to iInprove the backstretch area and to install an artificial

racing surface on the track. That would allow Alameda to serve as the primary auxiliary

stabling facility for Northern California and it would lead to additional weeks of racing. Mr.

Blonien said he favored Commissioner Choper's suggestion that the Board authorize the

additional one percent takeout, and escrow the money until a plan to spend it in an appropriate

manner was in place. Chainnan Shapiro said he appreciated the law that allowed the one

percent increase in the takeout, and he was in favor of improving Alameda, but once' the

money was in escrow, the Board would not have any say in how it was spent. He asked if

there was any other way to keep the funds within the racing industry so the Board could make

sure it was spent on rebuilding the racing circuit. Mr. Blonien said under the law the money

would be paid to the DOPA. Mr. Blonien asked if it was possible to pay the money into an

escrow account, which would delay payment to the DOPA until a plan that satisfied the Board

was in place. Commissioner Choper said the statute appeared to allow that approval could be

conditioned on when the money would be spent. Mr. Blonien stated he was suggesting the

Board authorize the additional one percent takeout on the condition. that the funds be held in

escrow and not paid to the DOFA until CARP came forward with a comprehensive spending

plan that was approved by the Board. Commissioner Moss asked if the purpose was solely to

renovate the Alameda facility to accommodate the loss of Bay Meadows. He stated he

understood it could take $40 million to accomplish such a transformation. Mr. Blonien said
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"yes" regarding auxiliary stabling, and with regards to racing weeks, some would go to

Golden Gate Fields, and some would go to Alan1eda. There was a proposal for $40 million

worth of renovations, but the Alameda County Fair directors did not embrace the concept.

Instead, there would probably be $20 n1i11ion or less available. Commissioner Moss asked

how the $1.2 million fronl the one percent increase in the takeout would help towards that

goal. Mr. Korby said the funds would be dedicated to Alameda for some time. If the monies

went towards debt, it would be for the period of time required to retire the debt. Chairman

Shapiro said he did not know if the Board could secure an agreement with the DOFA to

dedicate the funds to the purpose of fixing the fairs with the priorities and in the order decided

on by the industry. The law stated the funds would be deposited into the Inclosure Facilities

Improvement Fund, which was a special fund in the State Treasury, and the monies would be

available upon appropriation by the Legislature- in the annual budget act. Commissioner Moss

asked if there was a budget for the· refurbishment and conversion of Alameda. Mr. Bionien

said he believed there was a budget for the first phase, but he did not have any details.

Chairman Shapiro stated the Board needed a comprehensive business plan. The industry knew

profound change was coming for many years, and unfortunately there did not seem to be a plan

for Northern California. Mr. Bionien suggested the item be carried over to a future Regular

Meeting where a plan of development and answers to the Board's questions could be discussed.

Commissioner Choper stated under the statute it seemed the decision-making authority rested

with the Secretary of Food and Agriculture, with an advisory comrnittee appointed by the

Secretary. That was not an ideal structure for taking money from racing fans and distributing

it at the discretion of the Secretary, and the Legislature, which had to appropriate it every
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time. COlnmissioner Choper said there did notseelTI to be any reason to believe the statute

protected CARF's interests. Chairman Shapiro said the item would be carried over.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO CONDUCT
A HORSE RACING MEETING OF TIlE SOLANO COUNTY FAIR (F) AT VALLEJO,
COMMENCING FROM JULY 9 THROUGH JULY 21 INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Solano County Fair (SCF) proposed to run'from July

9, 2008, through July 21, 2008, or 11 days, the same number of days as in 2006. In 2007

SCF and the Sonoma County Fair, ran a combined horse race meeting, which meant SCF ran

five days, and then the racing continued at Sonoma County Fair. Ms. Wagner noted SCF

requested an additional day of racing on July 21, 2008, which would coincide with racing at

Del Mar Thoroughbred Club. The application contained a request to deduct an additional one

percent from the handle per Business and Professions Code section 19601.4. Ms. Wagner

stated there· were no outstanding issues with the application. Chairman Shapiro said, with

respect to the additional one percent deduction from the handle, any Board decision regarding

the issue would be considered retroactive to the SCF application. Commissioner Amerman

asked if there was information regarding the promotion program the fair was planning. Ms.

Wagner said the advertising information was located under item 14 of the application. The

information on the Board copy of the application was exactly what the applicant provided staff.

Chairman Shapiro stated the application .. compared the 2006 race meeting with the 2008

projections. The 2007 combined Sonoma/Solano Wine Country race meeting was missing.

Ms. Wagner said staff compared like to like when preparing the analysis. Chairman Shapiro

said the Board understood the comparison, but 2007 was different, and there needed to be an
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analysis of what happened at that meeting. Commissioner Amerman stated California racing

needed to appeal to n10re fans. An association's plans to reach out to fans should be outlined

in the application with a comparison to the previous meeting. Chairman Shapiro stated the

2007 Sonoma/Solano experiment must not have worked because the fairs were not asking to

repeat the joint race meeting. However, it seemed that SCF was not doing anything for its

2008 race meeting, except going through the motions. There was nothing in the application

that stated what SCF was doing to improve attendance. Joe Barkett of SCF said the 2007

Sonoma/Solano Wine Country race meet was an experiment on the part of the fairs, and was

an event the fairs enthusiastically promoted. The joint race meeting was a disappointment, as

it only did as well as the fairs' 2006 race meetings, which were separate events. Mr. Barkett

stated the joint fair Ineeting could have been repeated for another couple years, but the Sonoma

County Fair Board did not agree. The financial outcome of the 2007 joint meeting was

positive for Sonoma, but the fair board was concerned about the effect of adding an additional

week of racing. Mr. Barkett spoke about the possibility of combined fair meetings in 2009 and

beyond, and about where and how the additional one percent takeout from the handle would be

used. Vice-Chairman I-larris said it would be helpful if SCF could provide the Board with an

analysis of the 2007 Sonoma/Solano Wine Country race meeting versus the separate

Sonoma/Solano race meetings, as well as the 2008 meetings. That would provide an idea of

what worked. Mr. Barkett said the two fairs found there was not a lot of success with regards

to increases in handle and attendance; however, that did not mean the joint meeting was ill

conceived. Chairman Shapiro said although SCF had indicated its willingness to revisit the

concept of a joint Sonoma/Solano race meeting, the current application contained no reason for



2008 Page 1-9

running a meeting other than to make money. Vice-Chainnan Harris commented the summer

of 2007 was hot, and there were several days with low attendance. Mr. Barkett said 2007 was

a hot year, and SFC did not see the improved attendance it was expecting. Chairman Shapiro

stated SFC indicated it Inight not continue racing if it could not revitalize its meeting, yet in

2008 SFC would run 11 days. said he questioned the wisdom of running those days when

their only benefit was to create some revenue for the fair. Vice-Chairman Harris stated a lot

of the fair's revenue occurred because it acted as the host, which created profit regardless of

the on-track attendance. Mr. Barkett said that was correct. He added the on-track attendance

was down at all tracks, and SCFwas impacted by other opportunities for fans in the immediate

area, such as Golden Gate Fields and other fairs. Chairman Shapiro asked if that was the case,

why was SCF not advocating moving the dates to another venue where there might be more

and better racing opportunities? Mr. Barkett said SCF wished to preserve its two weeks of fair

racing with the intent of working with the broader fair industry to make a better racing product

in the future. The Northern California racing fairs did not know what the future would look

like, but SCF wanted to be open to all the possibilities, and it was willing to try consolidated

meetings if they were on the table once more. Chairman Shapiro asked where SCF would

move its race dates if they could be moved. Mr. Barkett stated the SCF fair board felt strongly

that the dates should be run at Vallejo. He added he was working with the SCF fair board to

convince it to work with the other racing fairs for the good of the entire industry, but it was a

process with no simple answers. Vice-Chairman Harris asked if the horsemen had any say in

the debate. Mr. Barkett said the horsemen and other industry entities were involved.

Commissioner Amerman asked what SCF was going to do to make its 2008 meeting better than
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the 2007 meeting. Mr. Barkett stated in 2008 SCF would put on as good a program of racing

as it could, and with a lilnited budget, it would promote the meeting. Mr. Barkett said the

SCF advertising and promotional program included advertising, special amenities for box seat

and season ticket holders, and mostly cosmetic improvements to the fairgrounds. Chairman

Shapiro stated the Board comments were not directed at anyone person; instead, they were an

expression of the Board's frustration. The Board recognized the limited budget and the

constraints Mr. Barkett worked under. Commissioner Choper motioned to approve the

application for license of SCF. COlnmissioner Amennan seconded the motion, which was

unanimously carried. Commissioner Choper said he had been a Board member for one year.

During that year he concluded the problem facing the industry was revenue sources. The

industry needed to find new revenue, or it would continue its decline. In addition, the closure

of Bay Meadows left horseracing in Northern California in question. The Bagley-Keene Open

Meeting Act made any intelligent discussion among the Commissioners, and outside the Board

meetings, burdensome and difficult Commissioner Choper said the only alternative was the

special meetings, which were informative, long discussions of issues facing the industry. He

stated the Board needed to talk about horseracing issues in a series of forums to find out what

ought to be done, and to do it in the most informed way possible. Chairman Shapiro said he

and many people in the industry shared Commissioner Choper's frustration. The industry

needed to improve its product and attract new sources of revenue. The problem was the result

of past arrogance, when some in the industry believed it was not vulnerable and allowed the

industry's gaming monopoly to be taken away. Now, the industry was looking towards slot

machines, instant racing, or other ways to create more revenue. Unfortunately, more states
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were coming online with slot 111achines and life would be more difficult for California. That

was why the state waS losing racetracks, and why a comprehen.sive plan for the future was

needed. Commissioner Choper said improving the product alone lnight not provide major

assistance in making horseracing a successful business. If the Board was to hold special

meetings, it would need to collect data, determine what it wanted to accomplish at the

meetings, who it wanted to hear from and how it would handle the issues. Commissioner

Amerman stated the Board discussed issues on its monthly agenda, but that did not present the

big picture. If a Commissioner submitted an idea there was no way to hold a give-and-take

discussion. The Board had to change how it operated. Vice-Chairman Harris said the revenue

sources were key. Horseracing was an expensive sport, as opposed to other forms of

gambling. It would be helpful if the Board had a decision tree where it decided which way it

wanted to go, or what issues it wished to pursue. There were a lot of creative things that the

industry could do, but the unfortunate problem was that every participant's first question was

what is in it for me? Michael Power, a breeder and horse owner, spoke about horseracing

related issues.

DISCUSSION AND ACTION BY THE BOARD ON THE APPLICATION TO CONDUCT
A HORSE RACING MEETING OF THE SONOMA COUNTY FAIR (F)AT SANTA
........ 'l.J0J'......... COMMENCING JULY THROUGH AUGUST 2008 INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Sonoma County Fair (SCF) proposed to run 12 days,

the same number of days as in 2006, for a total of 130 races. Ms. Wagner stated in 2007 SCF

ran a combined Sonoma/Solano race meeting. The application contained a request for

permission to deduct an additional one percent from the total amount handled, pursuant to
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Business and Professions Code section 19601.4. The first post time would be 12:45 p.m. Ms.

Wagner added the application was complete. Vice-Chairman Harris asked what SCF thought

about the 2007-combined Sonoma/Solano race meeting. Tawny Tesconi of SCF said compared

to past meetings that were not· combined, her organization's attendance was considerably

lower, as was the handle. SCF was concerned with the dilution of its market. The same

number of dollars was being spread over more weeks. Other variables included management

turmoil, and fair dates that were different from the traditional dates. Upon review of the

combined meeting, SCF looked at the wear and tear on its facility, its inability to rent its

facility for interim events, and the challenge with its turf course. The fair board decided it was

better to stabilize the fair management and develop its race product, so it would be in a better

position to look at another possible cOlubined meeting in 2009. Vice-Chairman Harris said he

was not clear regarding the third week of the 2007 combined Sonoma/Solano race meeting.

Who made the money on that week? Ms. Tesconi said the fairs had a 60/40 split with regards

to revenues and expenses. At the end of the combined meeting, SCF made approximately

$25,000 profit. Chaitman Shapiro said the combined race meeting was tried for one year for

the good of horse racing, rather than the overall fair. _ There were some management

problems, some internal problems and some problems with the turf course, which SCF had a

year to solve. Now, SCF was not willing to allow another year to grow the idea of the

combined meeting.. Instead, the fair went back to the same old pattern for 2008, but it might

take additional dates for 2009. Chainnan Shapiro said he looked at that and thought when the

industry needed SCF to take more dates to help another fair it did not want them, yet when

more dates might be more lucrative in 2009, SCF would accept them. Meanwhile, the owners
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and trainers were treated as if they did not matter. Vice-Chairman Harris said SCF had

somewhat of a finite market, but its w-orst day of attendance was probably better than one of

the better days at Solano. However, the Board needed to see the numbers to determine what

was going to work going forward. Chairman Shapiro stated SCF went to the expense of

installing a turf course, and did a wonderful job of marketing its fair, but it only tried the

combined meeting for one year. Vice-Chairman Harris said the turf course was a big deal

because there was no turf racing in Northern California during the summer. Ed Halpern of

California Thoroughbred Trainers stated the horsemen did care if there was turf racing during

the summer. Commissioner Amerman stated if that vvas the case, why was there racing at

Vallejo when Golden Gate Fields could have an extra five days, or SCF could run longer.

Those were two good alternatives, and the worst thing to do was to race at Vallejo. Vice

Chairman Harris said the horsemen should be more vocal regarding the demise of the

combined Sonoma/Solano race meeting. Mr. Halpern said the horsemen wanted better racing,

and turf racing, but he did not have any other answers. Chairman Shapiro said there were real

challenges coming to the Northern California circuit, but he was not confident a viable

Northern California circuit would remain in the State. The application before the Board was

not going to encourage many people. Mr. Halpern said the problem was that the horsemen

were focused on what they would do with the loss of Bay Meadows, and where horses would

be stabled. The issue of racing a few days here or there was not a high priority. Chairman

Shapiro stated perhaps it was time to cut back on race days. He stated he did not think he

would vote in favor of the application. Vice-Chairman Harris said the issue was a combination

of Sonoma and Solano working together. The four weeks in question were a continuation of a
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decades-long pattern that did not work well, but the industry kept doing the same thing over

and over. He said he would like to see the data for the different scenarios. Racing more at

SCF might be good for all concerned, depending on how revenue was shared. Jack Liebau of

Bay Meadows said the race dates in question were assigned in 2007 and the law prevented

them from being changed unless there was a catastrophe that prevented them from being run as

assigned. Race dates did not belong to any racing association, they belonged to the State of

California, and the Board allocated them on the basis of what was good for the industry. The

SCF dates were in place since August 2007, and it did not make sense to switch dates around

after the Solano County Fair application was approved with an extra day. Commissioner

Choper said the Board ought to do all it could to improve the Northern California summer

racing schedule. It should try to get data to make sensible goals for the summer of 2009.

Vice-Chairman Harris stated the current racing schedule was not working, and the Board was

disappointed that the industry was not thinking in an innovative way. The fairs seemed to like

the current schedule because they got to be the host and make money, but in the mean time,

racing Was deteriorating. Richard Lewis of SCF said it was too late in the year to be asking

SCF for a combined meeting, 'or to change its dates. SCF had started advertising for its fair

meeting, and had signed contracts with vendors. Chairman Shapiro asked if SCF would be

willing to look again at combining a week with Solano in 2008. Would SCF consider the

proposition and return to the Board at its next Regular Meeting? The Board wanted SCF to

race, but it was trying to do what was best for the industry in a time of crisis. Ms. Tesconi

said changing the SCF race meeting would cause a lot of confusion with its patrons. The box

seats were sold, and the marketing campaign had begun. If SCF were to come back and
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change the schedule the third week would not necessarily gain community support. Chairman

Shapiro said the Board thought SCF did such a good job of marketing that it was hying to get

it to take another week. Commissioner Moss asked how luany of SCF's raceswould be on the

turf course. Mr. Lewis said the turf course was currently scheduled for two races per day, and

three races on weekends. If the horse inventory was good, there could be additional turf races

written. Commissioner Moss motioned to approve the application for license to conduct a

horse racing meeting of SCF. Commissioner Choper seconded the motion, which was

unanimously carried.

DISCUSSION AND ACTON BY THE BOARD ON THE APPLICATION TO CONDUCT
A HORSE RACING MEETING OF THE DEL MAR THOROUGHBRED CLUB (T) AT
DEL COMMENCING JULY 16 THROUGH SEPTEMBER 3 2008 INCLUSIVE.

Jacqueline Wagner, CHRB staff, said the Del Mar Thoroughbred Club (DMTC) proposed to

run 43 days, the same number of days as in 2007, for a total of 372 races. The first post time

would be 2:00 p.m. Ms Wagner stated the application was complete.ChainnanShapiro

asked if patrons would be able to use all of the advance deposit wagering (ADW) providers to

wager on DMTC races. Craig Fravel of DMTC said the issue was still under negotiation, but

he felt the ADW providers would be willing to continue the ADW experiment for the balance

of the year with Golden Gate Fields. He added the DMTC simulcast and accounting

departments would do some analysis through the California Racing Information Management

System. Mr. Fravel stated it appeared that purses and commissions had done well in 2008;

however, he did not know if that was from the normal growth of ADW or if it was due to the

ADW experiment. Commissioner Amerman said the industry and the Board needed to
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evaluate the ongoing ADW experilnent. He stated the industry did not conduct such

experiments long enough to really see how they worked. It seemed logical to conduct the

current ADW experiment through the end of 2008. Chairman Shapiro said the ADW

experiment was something that had been productive, and the wagering fans seemed to

appreciate it. Mr. Fravel said he was not a party to the original agreement, but he understood

the ADW experiment was to run only for a certain amount of time. He stated he could not

speak for the other racing associations, but he would like to see it continue. Mr. Fravel added

he was told there was no written agreement, or an agreed upon method of evaluating the ADW

agreement. Chairman Shapiro said the ADW experiment was to run for eight months, and all

parties recognized there was an exclusive agreement with DMTC, Fairplex and Oak Tree, but

the Board and the industry were hopeful the experiment would continue. In the meantime, the

parties did agree there would be a review of the data. Commissioner Amerman said there did

not seem to be any information regarding advertising and promotions in the application. He

asked if DMTC was doing anything different from 2007. Mr. Fravel said the advertising

budget was increased to deal with competition from the Olympics and the election cycle. In

2007 DMTC installed a synthetic racing surface, a positional tracking system that provided

more information about the actual position of horses in a race, and DMTC installed a new

admission and ticketing system that provided for direct online ticketing. The focus in 2008

was to take the new systems and improve on them as much as possible. Mr. Fravel added

DMTC would also update its website to include enhanced content. DMTC was working

closely with Surfside Race Place to provide a year-round Diamond Club membership.

Chairman Shapiro asked about the synthetic racing surface. Mr. Fravel said there were no
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problems with drainage. DMTC was working 'Alith consultants to analyze different additives to

the racetrack, and it· settled on an additive that would close the gap between morning and

afternoon from a performance standpoint. DMTC was also developing watering protocols to

use water on the track, depending on weather conditions. Commissioner Moss motioned to

approve the application for license to conduct a horse racing meeting of DMTC.

Commissioner Choper seconded the motion, which was unanimously carried. Michael

Power, a breeder and horse owner spoke regarding issues related to the DMTC turf course,

and the DMTC fan forum. Ron Charles of Santa Anita spoke about the ADW experiment.

DISCUSSION BY THE BOARD REGARDING EXISTING PROCEDURES~

PRECAUTIONS, AND ADDITIONAL OPTIONS TO PROTECT THE SAFETY OF
HORSES AND RIDERS AT CALIFORNIA RACE TRACKS AND STABLlNG
FACILITIES.

Chairman Shapiro said the item was placed on the agenda to discuss what the industry could do

to prevent breakdowns and to recognize additional steps that could be taken to protect the horse

and rider in California. Commissioner Shapiro stated California was active in trying to

address safety issues. The Board was successful in requiring safer racing surfaces; it adopted

rules prohibiting high toe grabs; extensive pre-race veterinarian examinations were in place;

the Maddy Laboratory was using instrument testing that was the most precise available; and

California conducted a necropsy program as well as a host of other things. Dr. Rick Arthur,

Equine Medical Director, said California was a national leader in equine safety. The state had

an extensive safety program, and it was continually trying to improve how it protected the

horse and rider. Dr. Arthur discussed how each horse was examined before it raced. He

added the stewards and the jockeys were also encouraged to report any anomalies in the horse
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they might notice. In addition, the Encolnpass system was bringing online an exam module,

which would have extensive information regarding the horse's previous examinations and

identification information. Dr. Arthur stated the Board was involved in a national injury

monitoring program that would record all injuries to a national database and would provide

additional information that would be helpful in the future. Dr. Arthur stated California was

well ahead of other states on the issue of steroids. With the penalty guidelines in place the

issue of excessive use of nonsteroidal anti-inflammatories would be a thing of the past.

California's ambulance coverage at race meetings and training facilities was better than any

other racing jurisdiction. In 2007 there was a drop in total fatalities, which could be attributed

to the installation of synthetic racing surfaces. Finally, Dr. Arthur stated there were a number

of other initiatives that were designed to protect the welfare of the horse, but the Board and the

industry would not be satisfied until it did· everything it could. Vice-Chairman Harris asked

what could be done to promulgate information about the Board's safety initiatives. He stated it

was important for the industry and the public to understand how California differentiates itself

from other states. A lot of California's initiatives simply were not done in other racing

jurisdictions. California provided a level playing field, and it had a great deal of concern for

the welfare of the horse and rider. Chairman Shapiro said advisories about the Board's

initiatives could be put out periodically. Califoll1ia was looked at nationally, and although

some might think the Board rushed to judgment, or others thought it moved too slowly,

California did push the envelope and it had the best laboratory. Vice-Chainnan Harris said the

Board spent a lot of time and money on public records requests for necropsy information. He

stated the Board ought to work on making necropsies as transparent as possible.
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Comnlissioner Moss commented that before the safety and sanctity of synthetic racing surfaces

was pronounced, the industry ought to see how the Del Mar and Oak Tree meetings worked.

He stated he thought that in both cases the tracks let horsemen down. Chainnan Shapiro said

the Commissioners might have different opinions on particular issues, but they all recognized

the Board was working to protect the safety of horse and rider. Michael Power, a horse

owner, spoke about issues related to equine health and safety.

PUBLIC HEARING AND ACTION BY THE BOARD ON THE ADOPTION OF THE
PROPOSED AMENDMENT TO CHRB RULE 1420, DEFINITIONS, TO REVISE THE
DEFINITION OF A CLAIMING RACE, AND THE PROPOSED ADDITION OF ClIRB
RULE 1634, CLAIMING OPTION ENTRY, TO PROVIDE THAT HORSES ENTERED
IN A CLAIMING RACE MAYBE DECLARED INELIGIBLE TO BE CLAIMED UNDER
SPECIFIED CONDITIONS.

Chainnan Shapiro said the proposed amendment of Rule 1420, Definitions, and the proposed

addition of Rule 1634, Claiming Option Entry, would provide that a horse that had been laid

off for at least 180 days could be entered in a claiming race and declared ineligible for

claiming. He stated the horse must be entered in a race that was at the same level or higher

than the race at which it last entered, and failure to declare the horse ineligible for claiming

could not be remedied. Chairman Shapiro said the proposal was the same as that submitted by

Thoroughbred Owners of California. Vice-Chairman Harris motioned to approve the

proposed amendment to Rule 1420 and the addition of Rule 1634. Commissioner Choper

seconded the motion, which was unanimously carried.
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A full and complete transcript of the aforesaid proceedings are on file at the office of the

California Horse Racing Board, 1010 Hurley Way, suite 300, Sacramento, California, and

therefore made a part hereof.

Chairman Executive Director
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STAFF ANALYSIS
REQUEST BY THE CALIFORNIA AUTHORITY OF RACING FAIRS (CARF)

TO INCREASE THE TAKEOUT AN ADDITIONAL ONE PERCENT

Regular Board Meeting
June 27, 2008

BACKGROUND

AB 765, (Evans), Chapter 613 Statutes of 2007 added Business and Professions Code
(B&P) section 19601.4, which provides that a fair, combination of fairs, or an
association conducting racing at a fair, may, with California Horse Racing Board
(CHRB) approval, deduct an additional 1% from its handle to be used for maintenance
and improvements at a fair's racetrack inclosure. Specifically, B&P code section,
19601.4, provides that:

1. The additional deduction on its conventional and exotic wagers shall be
,deposited in the Inclosure Facilities Improvement Account created for this
purpose at the Department of Food and Agriculture.

2. Funds derived pursuant to this section shall be used solely for the purpose of
facilities maintenance and improvements at a fair's racetrack inclosure.

3. The Secretary of the California Department Food and Agriculture (CDFA) shall
appoint a committee of 3-to-5 individuals with expertise in financing,
constructing, and managing horse racing facilities to advise in the
administration of the funds. The Secretary shall have oversight over the
committee.

4. The Secretary shall include in the annual expenditure plan any allocations made
pursuant to B&P Section 19601.4.

This item was presented at the May 20,2008 Board meeting, at that time the Board
directed CARF to present a detail plan of the planned improvements at the Alameda
County Fair.

ANALYSIS

According to its author, the purpose of AB 765 was to allow racing fairs in California,
which choose to participate, contribute one percent of the total amount handled daily. in
conventional and exotic pools to the Inclosure Facilities Improvement Account. The
revenue generated from this action will be held by CDFA and will be strategically
distributed to fairs that conduct live racing in California for capital improvements.

CARF on behalf of its fairs, Alameda, Fresno, Humboldt, San Joaquin, San Mateo,
Solano, and Sonoma County Fairs, has requested an additional one percent increase in
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the takeout at its live racing fair race meetings, pursuant to B&P Code 19601.4, for
deposit into the Inclosure Facilities Improvement Account fund.

The CARF Board has formally adopted a funding plan that directs the new funding to
improvement at the Alameda County Fair; however, the final decision remains with the
CDFA Secretary. CARF requests that the additional one percent takeout increase be
effective indefinitely so the proceeds can be used to pay bond debt service.

Handle at the participating California racing fairs for calendar year 2007 including
ADW was $137,229,647. An additional one percent of takeout would generate an
additional $1,372,296.47, if handle remains consistent. The average takeout rate for
that year was 20.13 percent of handle, see table below for additional details.

Participating California Fairs = 2007 Race Year

Humboldt County
Fair 4,138,140.50 442,928.30 4,581,068.80 855,534.78 18.68% 45,810.69

1,372,296.47126.453,252.23 10,776,395.00 137,229,647.23 28,011.488.76 20.13%----..,.;.,.,..-..;...--Total

CARF has stated: "Due to the current economic climate facing the racing industry, we
believe the future of racing in California will increasingly move to publicly-owned
facilities at Fairgrounds. In order to prepare for this future, Fairs need to invest
significant resources to upgrade current facilities. Unfortunately, no one 'Fair can
accomplish this task on its own. Implementation of B&P Code section 19601.4 will
allow those Fairs that choose to participate to increase the take out from horse racing by
one percent. This money will be placed in a fund at the Department of Food and
Agriculture. A committee of experts appointed by the Secretary will review
applications for the funds and make recommendations to the Secretary in order to
maximize the benefit of the funds to improve fair racing facilities in California."
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The fairs have suggested that the announced closure of Bay Meadows at the end of
2008 accelerates the need to improve California's fair racetracks. Fair racing facilities
are in need of maintenance and improvement to their facilities in order to provide a
high quality product for its racing fans and participants.

Implementation of B&P Code section 19601.4 will improve racing at California's fairs
and improve California racing by providing additional necessary funds needed to
upgrade fair tracks in California so that they can host prominent races and entertain
today's horseracing enthusiasts.

CARF has submitted the attached documents, illustrating its plans for utilizing available
moneys at the Alameda County fair, in the event the Board approves its request for the
deduction of the additional one percent increase from its handle.

RECOMMENDATION

Staff recommends that the Board hear from CARF representatives and other interested
parties.
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INDEX OF CARF DOCUMENTS RELATED TO

RACING AND TRAINING

FACILITIES' IMPROVEMENTS AT PLEASANTON

Proposed Implementation

~ Summary
~ Pleasanton Phasing and Cost Estimates
~ AB 765 10/0 Letter

Phases/costs of development and Design Development Planning
.pdf's

~ Pton Racing Improvements-Phasing and Costs-$47-0803l8
~ DRAFT II-Pleasanton Design Development Presentation-CHRB-June 2008-CK

CARF

Overview and Planning for Financing Pleasanton Improvements
Power Point

~ Fieldman Rolapp Overview Ila to CARF-Training & Racing Facility
Improvements-Pleasanton-080606

Projections for Revenue from AB 765
Excel- Prepared by Rick English

~ AB 765 Revenue Projections-lola-Fairs inc LACF-R English-MarOS (Includes
Fairplex)

Longer Tenn Planning Issues
Testilnony-Prepared by Christopher Korby

~ California Fairs! Horse Racing and Agriculture: Planning for the Future

Korby

June 8/2008
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PRESENTATION TO CALIFORNIA HORSE RACING BOARD

IMPLEMENTATION OF AB 765

Due to the CUlTent economic climate facing the racing industry, particularly the increasing value
of real estate under existing privately-owned tracks, we believe that the future of racing in
Califo111ia will increasingly move to publicly-owned facilities at Fairgrounds. In order for us to
prepare for this future, Fairs need to invest significant resources to upgrade CUlTent facilities.
Unfortunately, no one Fair can accomplish this task on its own. Implementation of AB 765 will
allow those Fairs that choose to participate to increase the take out from horse racing by one '
percent. This money will be placed in a fund at the Department of Food and Agriculture and will
be distributed fot projects that will improve racing in California.

The announced closure of Bay Meadows at the end of2008, accelerates the need to improve
California's fair racetracks. Fair racing facilities are in need of maintenance and improvement to
their facilities in order to provide a high quality product for its racing fans and participants.

Fairs which conduct racing in California have invested in the improvement of its facilities.
However, time has proven that no one fair can adequately raise the money necessary to replace,
build, or maintain the facilities needed for a state of the art race meet. Implementation of AB 765
will improve racing at California's fairs and improve California racing by upgrading fair tracks in
California so that they can host prominent races and entertain today's horseracing enthusiasts.

AB 765, sponsored by Assembly Member Noreen Evans and signed by Governor
Schwarzenegger in 2007, provides that a fair, combination of fairs, or an association conducting
racing at a fair, may, with California Horse Racing Board (CHRB) approval, deduct an additional
1% from its handle to be used for maintenance and improvements at a fair's racetrack inclosure.
Specifically, this bill, as chaptered in Business and Professions Code Section, 1960 lA, provides
that:

1. The additional deduction on its conventional and exotic wagers shall be deposited in the
Inclosure Facilities Improvement Account created for this purpose at the Department of
Food and Agriculture.

2. Funds derived pursuant to this section shall be used solely for the purpose of facilities
maintenance and improvements at a fair's racetrack inclosure.

3. The Secretary of the California Department Food and Agriculture (CDFA) shall appoint
a committee of3-to-5 individuals with expertise in financing, constructing, and
managing horse racing facilities to advise in the administration of the funds. The
Secretary shall have oversight over the committee.

4. The Secretary shall include in the annual expenditure plan any allocations made pursuant
to B&P Section 19601.4.

According to its author, the purpose of AB 765 was to allow racing fairs in California, which
choose to participate, to increase the takeout on live wagers by 1%. The revenue generated from
this action will be held by CDFA and will be strategically distributed to fairs who conduct live
racing in California for capital improvements.

We urge the Board to authorize its implementation.

Christopher Korby-May 20, 2008



ALAMEDA COUNTY FAIR

PLEASANTON

RACING FACILITY IMPROVEMENTS

PHASING AND COST ESTIMATES

PHASE I
G Engineered surface installed on race track ..
e Storm water management and Barn Expansion .

PHASEH
G Turf Course .

e Grandstand Improvements .
o Paddock Upgrade
o Enclosed, weatherized Grandstand
o Upscale seating and enclosed boxes
o Food Service and preparation upgrades

TOTAL

Christopher Korby
March 2008
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$8,000,000
$5,000,000

$4,000,000

$30,000,000
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aCaCifontia joint po'wers agency

1776 Tribute Road, Suite 205
Sacramento, CA 95815

Office: 916.927.7223 Fax: 916.263.3341
www.calfairs.com

May 5, 2008

The Honorable Richard Shapiro, Chairman
California Horse Racing Board
1010 Hurley Way, Suite 300
Sacramento, CA 95825

Dear Chairman Shapiro:

AB 765, introduced by Assembly Member Noreen Evans in the 2007 legislative session and
signed by Governor Schwarzenegger, authorized Fairs to contribute 1% of the total amount
handled daily in conventional and exotic pools into the Inclosure Facilities Improvement Fund,
held at the California Department of Food and Agriculture. The purpose of the fund is to pool
money from racing Fairs for the improvement of Fair racing facilities. The bill (now B&P Code
19601.4) requires that a Fair notify the California Horse Racing Board of its decision to utilize
this program.

The Fairs listed on the attached page indicate their Fairs' participation in this program and will
include this letter in their respective license applications.

Thank you for your consideration. Please contact me if you have any questions.

Christopher Korby
Executive Director

Cc: Kirk Breed, California Horse Racing Board
Assembly Member Noreen Evans
Cynthia Bryant, Office of Governor Schwarzenegger
Michael Treacy, California Department of Food and Agriculture

CALIFORNIA AUTHORITY OF RACING FAIRS
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IMPLEMENTING AB 765 (EVANS)

x-=:S::~~~~~:b~~::::::::
SAN JOAQUIN FAIR
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ALAMEDA COUNTY FAIR

PLEASANTON

RACING FACILITY IMPROVEMENTS

PHASING AND COST ESTIMATES

PHASE I

(\) Engineered surface installed on race track .
(\) Storm water management and Barn Expansion ..

PHASE II
(\) Turf Course .
(\) Grandstand Improvelnents .

o Paddock Upgrade

o Enclosed, weatherized Grandstand

o Upscale seating and enclosed boxes
o Food Service and preparation upgrades

TOTAL

Christopher Korby
March 2008
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$8/000/000

$5/000/000

$13/000/000

$4/000/000

$30/000/000

$34/000/000

$47/000/000
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PLANNING FOR HORSERACING IMPROVEMENTS TO

ALAMEDA COUNTY FAIRGROUNDS

CONSULTANTS AND SUPPORTING AGENCIES

County of Alameda official property owners of the Fairgrounds.

City of Pleasanton represents the community that surrounds the Fairgrounds.

California Authority ofRacing Fairs -CARF obtained unanimous industry support identifying
the Fairgrounds as the location of choice as the primary auxiliary training facility in Northern
California when Bay Meadows closes. CARP is a Joint Powers Authority that provides
management support for racing operations at Alameda County Fair. CARF is managing design
development and initial financial planning for iInprovements to racing facilities.

Froehlich, Kow & Gong - architects for racetracks around the world. FKG designed the existing
Racing Grandstand in Pleasanton. Has provided preliminary design detail & artist renderings for
future training & racing at the Fairgrounds.

Fieldnlan & Rolapp - Financial Advisor. Prepared & processed the financing of Del Mar's new

engineered track surface.

Holland & Knight - handled legal & environmental permitting issues for the installation of the

new-engineered track surface at Golden Gate Fields.

Michael Sellens - water, hydrology & environmental consultant. Mr. Sellens is experienced in
processing potable water & wastewater projects for the Fairgrounds.

Michael Dickenson - TAPETA Track inventor. Installs engineered racing surfaces.

Richard English, CPA - knowledgeable in racing finances & business plans. My. English is

preparing a draft business plan for expanded training & racing at the Fairgrounds.

a.c. Jones master contractor. Installed the new-engineered track surface at Golden Gate Fields.
Previously installed a 13-acre parking lot at the Fairgrounds.

California Construction Authority -CCA is responsible for design/ construction, project
management at California Fairs. CCA Inanaged bidding and contracts for installation of the new

engineered track surface (PolyTrack) in Del Mar.

California State Board of Food & Agriculture advisory body to the Secretary of Food &

Agriculture.

CDFA/ Division of Fairs & Expositions - responsible for the oversight of all California Fairs &

the distribution of State funds to fairgrounds.
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Training and Racing Facility Improvements

Training Facility IIT1provements

Engineered Track Surface (i.e., Tapeta, Polytrack, Cushion Track)

Additional Stabling Capacity, Stormwater Run-off lv1itigation and Backstretch hnprovements

Requires $13+ Million in Initial Construction Funds

o Racing Facility Improvements

Turf Course

Grandstand/Paddock/Racing Facility Upgrades

.. Requires $34+ Million in Initial Construction Funds

*Additional funds will also be needed for

issuance costs and bond reserve fund.
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Financing the Costs of Improvements
Use of Tax-Exempt Municipal Bonds

Provides a financing method - "\vith legal complications - to publicly issue bonds and repay the

loan over the long term, e.g. 30 years

Bonds issued by or on behalf of governments, if for public capital facilities, are typically tax

advantaged to investors

~ Interest is not included in gross income under federal (and state) income tax

• Results in substantially lower interest rates to municipal entities-often as nmch as 2%.

Tax-Exempt Bonds Require a Valid Issuer / Entity

California Authority of Racing Fairs

Authority can access California Fairs Financing Authority or

Authority could have separate entity created through legislation (like Del Mar or Cal Expo-SB282)

2
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ecurity for e Bonds

Revenue Bonds require "coverage"

Anticipated revenues exceed debt service

Del }VIar (22nd Dist. Ag. i\ssn.) Revenue Bonds had minimum 2x coverage

California Fairs Financing Authority Bonds had minimum 2x coverage

Debt Service Reserve Fund

Equal to the maximmn a.-nnual debt service

Funded from proceeds of the bonds

3
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$1,334,944

$860,870

2x Revenue
Requirement

$667,472
$430,435

$8,000,000
$5,000,000

Estimated
Facilities Cost

Summal)T of Financing Estimates
Annual Debt

Service
Requirement

Phase 1- Training Improvements
As Stand-Alone Bond Issues:

Engineered Surface Installed on Track
Storm Water Management / Barn Expansion

Phase I Improvements (Combined Issue) $13,000,000 $1,063,297 $2,126,594

Phase II - Racing Improvements
AJ Stand-Alone Bond Issues:

Turf Course
Grandstand Improvements

-Paddock upgrade, enclosed weatherized
grandstand, upscale seating & boxes, food
service upgrade

$4,000,000

$30,000,000

$350,840

$2,410,052
$701,680

$4,820,104

Phase II Improvements (Combined Issue) $34,000,000 $2,725,960 $5,451,920

Estimates based on conservative market conditions as of 6/5/2008; borrowing cost related to interest rates is approx.
5.75%, all inclusive borro\\!1.ng costs range from 5.89% 6.62% based on amount borrowed.

Both Phases - as one Bond Issuance $47,000,000 $3,755,735 $7,511,470
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Funds Available To Repay ebt

Existing Revenue Streams

DStabling and Vanning Fund

DDepartment of Food and Agriculture

Incremental Revenue Streams

DAdditional. take-out (e.g., AB2103-proposed)

ORacing Revenues (selected facilities)

OSpecified Parimutuel Distributions (e.g., AB765)

Other

-
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The Financing Process
o Assemble a finance team

o Create a definitive finance plan

Financial analysis, review of potential sources and ability to pledge

.~ Legal Structure, including Issuing Entity and Operating Entity

• Marketing analysis, identify potential investors and requirements for them to purchase

Develop and adopt necessary legislation

o Assemble a finance team

o Develop documentation

.. Ensure that bonds are valid, binding, tax-exempt (to the extent possible)

Provide for efficient operation of the facility

D Evaluate the Credit

Rating Agency/Bond Insurer/Private Placement

o Marketing the Debt

• Pricing verification-accountability to the market

o Closing

Receive the funds and apply to project

-- FIELDMAN \ROLAPP
&ASSOCJf\TES

Ihc-"f i.e 1)" .ml)rr;tm~for i':,:pfri,·j!u.
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The Finance Team
Issuer (California Authority of Racing Fairs-Sponsor)

.. Hires the team

--
FIELDMAN 'i ROLAPP

& ASSOCIATES

1170 ,<, ;,('111'; mli::thnttfiJJ' fxptrtr'Jlrz.

.. Approves financing and participates in preparation of legal and bond offering documents

o Financial Advisor-.Represents the Issuer (Fieldrnan, Rolapp & Associates)

Advises on bond pricing, terms and structure suitability, manages financing process

o Bond Counsel-la-wyer/law Grm

<~ Prepares bond legal documents

.. Issues opinion as to validity and exemption

o Disclosure Counsel- represents issuer

Develops bond offering document

o Underwriter

Places the bonds 'With investors at negotiated pricing levels

o Underwriter's Counsel- represents undet\Vriters

o Trustee

Acts on behalf of hondholders, holds funds, receives debt payments and sends to bondholders

o Rating Agency

Determines credit quality - issues opinions

Bond Insurance Company

• Provides enhancement of credit - backs the bond payments with their credit for a one-time premlUm
7
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Pre-Financing Process - N ext Steps

DDevelop Plan of Finance - Financial Advisor and Bond Counsel

FIELDMAN \ROLAPP
& ASSOCIATES
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• Formulate legal structure for issuance of bonds and operation of facility

'. Ensure tax-exemption for debt

11, Determine security level for future bondholders - sources of revenues & pledged coverage level

1W' Develop proposed legislation needed for transaction

• More precise determination of cash flow needs for bonds

~ Put in context of overall revenues

Define limit to ability to pledge revenues to bondholders

Prepare contingency plan for periods of pledged revenues shortfall

4jt" Develop Term Sheet for Bonds

,~ Proposed Security for bonds

Cash flow of various revenue sources

~, Determine limits on additional related financings paid from pledged revenue sources

Assembly of entire financial team

8
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Process Timing

DColl1plete Financing Process -120 to 150 days

Complete Pre-Financing Process

Develop legal structure consistent with legislation, particularly if legislation is needed

Evaluate credit quality and need/availability of enhancement

Develop and review legal documentation

Develop and review disclosure to investors

Infot1n rating agencies/credit enhancers

:tv1arketing of bonds to investors

Pricing of bonds

Closing and transfer of funds

9
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AB 765 FUNDS
2007 LICENSE FEES

(pro forma)

Page 2-31

Fair Northern Calif. Southern Calif. Out-of-State ADWHubs Total

San Joaquin $ 47,157.37 $ 50,874.63 $ 68,426.48 $ 12,482.98 $ 178,941.46

Alameda $ 78,301.24 $ 56,959.06 $ 102,668.72 $ 21,049.37 $ 258,978.39

Sonoma/Solano $ 135,934.24 $ 156,730.88 $ 226,639.89 $ 41,161.29 $ 560,466.30

San Mateo $ 40,723.31 $ 56,952.45 $ 83,539.97 $ 17,684.95 $ 198,9~0.68

Humboldt $ 18,480.35 $ 19,191.91 $ 3,709.14 $ 4,429.28 $ 45,810.68

Cal Exp()* $ 47,843.58 '$ 10,956.08 $ 178,321.38

Fresno $ 10,956.08 $ 114,610.53

Sub Totals $ 434,071.63 $ 430,913.80 $ 552,323.96 $ 118,720.03 $ 1,536,029.42

Fairplex $ 63,262.95 $ 250,839.37 $ 401,338.63 $ 95,673.59

TOTAL $ 2,347,143.96

*Note 2004 used for traditional handle and Fresno 2007 used for ADW

Prepared by Rick English, CPA

March 2008
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CALIFORNIA HORSE RACING BOARD

CALIFORNIA FAIRSf HORSE RACING AND AGRICULTUnE:

PLANNING FOR THE FuTURE

JUNE 27f 2008

TESTIMONY BY CHRISTOPHER KORBY f EXECUTIVE DIRECTOR

CALIFORNIA AUTHORITY OF RACING FAIRS

Thank you very much for this opportunity to offer some background on the

historical, political and economic connections between horse racing, Fairs and

agriculture. These long-standing relationships are important as we plan for the

future of California horse racing. I'd also like to describe the forces that are pushing

the horse racing industry into a period of uncertainty, possibly thereby endangering

the future of an important sector of California's agricultural economy. Finally, I will

offer a realistic vision for the long-term viability of our industry based on sound

public policy and on a strong partnership between the private and public sectors.

Fairs have a grand old tradition of horse racing in California going back over 150

years to the days of the Gold Rush. So when pari-mutuel wagering came along in the

early '30s, the Fairs embraced it like an old friend.

Fairs and horse racing share a long political heritage, reflecting a balance of interests

that has served the racing industry well since 1933, when support from Fairs helped

assure passage of the referendum approving pari-mutuel wagering. That

referendum laid the foundation for modern racing in California.

California agriculture and California Fairs also share a long-standing interest in the

economic vitality of California racing The Legislature has recognized the common

agricultural connection that links the breeding of horses, Fairs and horse racing. The

very first section in Horse Racing Law, B&P Code Section 19401, cites "encouraging

agriculture and the breeding of horses in this state" and /I supporting the network of

California fairs" as important reasons in the legislative intent for allowing pari

nlutuel wagering on horse racing. Statute already asserts an affirmative

2
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interconnection between agriculture, horse racing, Fairs and the public interest.

Eight now, we are lacking an articulated public policy and a coherent, realistic

vision for our future that will carry that statutory affinnation forward.

Eounding out the connections to agriculture, the law recognizes Fairs as a vehicle

through which the Legislature has chosen to distribute the economic benefits of

horse racing to local communities and to the agricultural sector. Revenues derived

from horse racing help sustain overall Fair activities, an important part of the fabric

of California life. It's lTIOre important than ever that this long-standing alliance

continue to work for the long-term, best interests of the racing industry in California.

Eacing and parimutuel wagering are the economic engines that drive, support and

sustain the agricultural components of the industry. These agricultural components

are significant. Horse racing represents a multi-billion dollar sector of the state's

agricultural economy, employing tens of thousands of Californians on breeding

farms, in animal husbandry and related professions, equine medical care, and as

suppliers of animal feed. The prosperity of these agricultural enterprises depends

on a robust horse racing industry. See DC Davis Economic Analysis of the

California Thoroughbred Racing Industry, Dr Harold Carter, et al.

There are major changes on the horizon for California horse racing. Planning for

these changes will be critically important to its future. We urgently need a vision

and a sound public policy that keeps this industry and its agricultural sector

economically viable. 1'd like to offer some thoughts on this matter from the

perspective of the California Fairs.

Background and Perspective

The economic model that underpins ownership of most Thoroughbred tracks in

California is under strain. Real estate on which privately-owned, commercial race

tracks sit has appreciated to valuations that no longer justify horse racing as the

highest and best use of the asset. Corporate owners, with responsibiE ties to their

shareholders, are compelled to consider development of their property for uses

other than racing.

3
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The ITIOVe to develop race track real estate is already underway at Bay Meadows in

San Mateo. The San Mateo Fair meeting in August 2008 wil1 be the final horse racing

meeting held at this historic track The same land developn1ent company that owns

BayMeadows also owns Hollywood Park and has expressed similar plans for that

Southern California track! perhaps as soon as the summer of 2009. These tracks have

been pillars of the racing industry in California. Unless we have a plan that provides

for replacements, the racing industry in California! and all the attendant economic

beneficiaries, will find themselves in a severe crisis.

It's time for industry leaders in racing, breeding, Fairs and in agriculture, leaders

who have a major stake in the future vitality of this iITIportant sector of California!s

economy! to step up with a cOlnmitmentto our industry for the long term. Fairs are

making such a comInitment.

Fairs! C01nmitm.ent to Racing-- Historical Antecedents

The significant capital investment and the long history of racing at California Fairs is

evidence of the comrnitment that Fairs have to the sport. Racing has been conducted

at Fairs in this state since the 1850's. Fairs were instrumental in securing passage of

the initiative that created modern pari-Inutuel wagering. In fact! the first racing of

the modern pari-mutuel era was conducted at Fairs in 1933 because Fairs had the

facilities already in place to accommodate it. Fairs went on to build and re-build

grandstands and stable facilities at nine venues around the state! from Humboldt

County in the north to Del Mar in the south. Fairs are part of the DNA of California

racing.

With the advent of simulcasting in the mid-1980's, Fairs stepped up again, investing

in a network of twenty-three simulcast facilities around the state. These satellite

facilities annually contribute over $600 million in pari-n1utuel handle to California's

racing industry. Through Fairs! which are publicly owned! the public sector already

has a significant investment in California horse racing.

4
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A Vision for the Future

So how do we pull all these elements together with an eye to the future? We are

offering a vision for the future of California racing that is at once practicat realistic,

sustainable and familiar. We propose that publicly-owned racing facilities at Fairs

expand and improve to fill the industry's needs as privately-owned, commercial race

tracks are developed for purposes other than racing. There are examples and

precedents of this public/private partnership model throughout major league

professional sports; there is an especially successful example in the racing industry

right here in California.

1'd like to describe some of the stars that line up in this vision.

* Fairs are California-based and publicly owned by Californians, with a

mission to use their profits right here in our state.

* Fairs already have an investment in the racing industry.

* Fairs can issue bonds, secured by future revenues from pari-mutuel

wagering, in order to finance facility expansion and ilTIprOVements.

* As publicly-owned facilities, Fairs are less susceptible to the impact of

changing real estate valuations.

* Fairs are already diversified entertainment and commercial enterprises,

landmarks in their communities, with year-round attendance measured in

the millions.

* Profits from racing at Fairs are re-invested at California Fairs.

• Fairs can be a gO,od political ally with deep roots in the state's agricultural

community and a major presence in the Legislature.

Let's take a quick look at the example of major league professional sports.

Partnership between publicly owned venues and privately-owned franchises is a

model long evident in major league professional sports. Such arrangements, though

they may vary in form and nature in each instance, generally relieve franchises of

5
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the financial burden of venue ownership while allowing D1unicipalities to secure and

maintain Inajor league sport franchises. Both benefit: the franchise is more

economically viable and the municipality can realize the sense of civic pride and

economic benefits attendant to a major league sports franchise. There are examples

from baseball! basketball! football and hockey up and down the state in California.

There is a successfuL existing example of this model that already works fOT

California racing: the operating partnership between Del Mar Thoroughbred Club

(DMTC) and the 22nd District Agriculhual Association (Del Mar Fair). Del Mar

Thoroughbred Club! a private entity! operates one of the finest racing meetings in

North America at a public venue financed! built and owned by the Del Mar Fair.

The current facility was built 1990-1992 through state revenue bonds secured by

revenue from pari-mutuel wagering. Profits are re-invested in the facility. The

upshot is a tremendously successful operation that benefits DMTC! the Del Mar Fair!

the state and California horsemen. We don't think that the California racing

industry could find a better model on which to build a strong! stable future.

So let's recap briefly. We have an industry, horse racing, based in agriculture that

generates billions of dollars in economic impact and tens of thousands of California

jobs. This ag-based industry is on the brink of crisis due to macro-economic forces

outside its control. We have a statutory framework that recognizes the affirmative

connections between horse racing! agriculture, Fairs and the public interest. We

have a vision of a new economic model for conducting horse racing, a model based

on existing, publicly-owned venues! structured to underpin a sustainable future!

operating for the benefit of agriculture, horse racing! Fairs and ultimately the state of

California. So what are we lacking? We need a sound public policy that recognizes

the interconnections of all these elements and creates a strong foundation on which

to build a prosperous future for our industry. That's where we need this Board's

help.

6
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We would like to ask this Board to engage a group of interested parbes to develop a

public policy recommendation regarding agriculture! horse racing and Fairs. We!re

here to offer some thoughts on what that would encompass.

The state of California recognizes horse racing as a competitive sport! distinguished

from other sports in that its existence depends entirely on the successful breeding!

ownership and training of race horses. Breeding! owning! caring for and training

horses are elements of the agricultural economy. Therefore! the state of California

recognizes horse racing and its attendant equine husbandry as an agricultural

activity.

State of California has the sovereign right to permit parimutuel wagering on horse

racing. The LegiE?lature exercised this right! in statute! creating the California Horse

Racing Board to license and to regulate racing's conduct. Acting through the Board!

the state grants annual licenses for the conduct of racing to racing associations!

which are either private, for-profit entities! not-for-profit entities} and Fairs. The

state also requires that racing associations have a valid contract with horse owners

(prIvate entrepreneurs) for the payment of purses. This nexus of state's regulatory

Inission! private enterprise! and the public interest represents a successful

partnership between the public and private sectors.

California statute asserts an affinnative connection between agriculture! horse

racing! Fairs and the public interest. The Legislature has recognized that allowing

parimutuel wagering serves the public interest when it 1) assures protection of the

public; 2) encourages agriculture and the breeding of horses; 3) supports 'the

network of California Fairs; 4) provides for maximum expansion of horse racing

opportunities in the public interest; and 5) provides for uniformity of regulation for

each type of horse racing (B&P Code §19401).

State government has a revenue interest in the economic vitality of horse racing!

beyond meeting the costs of regulation! because horse breeding and racing generate

both direct and indirect revenues to the public sector and provide economic

7
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opportunities for its citizens. Revenues are distributed to horselnen as purse

payments; to racing associations as commissions; and to the state as license fees.

License fees are distributed by the Deparbnent of Food and Agriculture for the

support of Fairs. Other distributions include wildlife restoration; local charities; and

an equine veterinary research and teaching facility at the University of Cahfornia

Davis.

Fairs play an important role in the social fabric of their cOInmunities. California

Fairs and horse racing have a century-long; Inutually beneficial relationship. All

Fairs and all Californians who attend Fairs; those employed by Fairs; or who

participate in Fairs benefit froln this econOluically interdependent connection. In

order to support and encourage this activity it is the policy of the State of California

to reinvest revenues generated by horse racing in: 1) California Fairs generally; 2)

the improveluent of racing venues, equipment and facilities on Fairgrounds; 3) horse

racing at California Fairs; 4) a competitive California satellite simulcast program;

and 5) the interstate and international export of California-produced equines;

products and services.

Horse racing represents a multi-billion dollar component of the state's agricultural

economy; employing tens of thousands of Californians on breeding farms; in animal

husbandry and related professions, equine medical care, and as suppliers of animal

feed. The prosperity of these agricultural enterprises depends on a robust horse

racing industry. Thus, the policy of the State of California's Department of Food and

Agriculture shall be to support and encourage 1) improvements in breeding stock;

supported by the well-regulated conduct of horse racing; and 2) increased interstate

and international export of California-bred horses.

In conclusion, racing is a Iuajestic sport with a long and cherished tradition in

CaJifornia. We believe that a realistic vision for its future, along with a sound public

policy that governs its structure and conduct; \l\rill ensure benefits to Fairs, to

agriculture and to the people of California for a long time to corne.
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ITEM 3
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STAFF ANALYSIS
REQUEST BY THE LOS ANGELES COUNTY FAIR AT FAIRPLEX
TO INCREASE THE TAKEOUT AN ADDITIONAL ONE PERCENT

Regular Board Meeting
June 27, 2008

BACKGROUND

AB 765, (Evans), Chapter 613 Statutes of 2007 added Business and Professions Code
(B&P) section 19601.4, which provides that a fair, combination of fairs, or an
association conducting racing at a fair, may, with California Horse Racing Board
(CHRB) approval, deduct an additional 1% from its handle to be used for maintenance
and improvements at a fair's racetrack inclosure. Specifically, B&P code section,
19601.4, provides that:

1. The additional deduction on its conventional and exotic wagers shall be
deposited in the Inclosure Facilities Improvement Account created for this
purpose at the Department of Food and Agriculture.

2. Funds derived pursuant to this section shall be used solely for the purpose of
facilities maintenance and improvements at a fair's racetrack inclosure.

3. The Secretary of the California Department Food and Agriculture (CDFA) shall
appoint a committee of 3-to-5 individuals with expertise in financing,
constructing, and managing horse racing facilities to advise in the
administration of the funds. The Secretary shall have oversight over the
committee.

4. The Secretary shall include in the annual expenditure plan any allocations made
pursuant to B&P Section 19601.4.

ANALYSIS

According to its author, the purpose of AB 765 was to allow racing fairs in California,
which choose to participate,. to contribute one percent of the total amount handled daily
in conventional and exotic pools to the Inclosure Facilities Improvement Account. The
revenue generated from this action will be held by CDFA and will be strategically
distributed to fairs that conduct live racing in California for capital improvements.

The Los Angeles County Fair at Fairplex (LACF) supports the request made by CARF
on behalf of its fairs, Alameda, Fresno, Humboldt, San Joaquin, San Mateo, Solano
and Sonoma County Fairs, for an additional one percent increase in the takeout at its
live racing fair race meetings, pursuant to B&P Code 19601.4, for deposit into the
Inclosure Facilities Improvement Account fund.
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The LACF is also requesting an additional one percent increase in the takeout at its
2008 live racing fair race meeting at Fairplex, pursuant to B&P Code 19601.4, for
deposit into the Inclosure Facilities Improvement Account fund. LACF submits that the
additional one percent of take out will be used to temporarily offset design, planning,
and pre-construction costs paid for by Fairplex Park for the enhancement of and
improvements to the race track and stable area the (Fairplex Expansion Project) which
is currently underway. This is a collaborative project with the Southern California
Thoroughbred Industry to create a centrally located permanent year-round training
center serving Southern California. The total project cost is estimated at $75 million
with pre-construction cost estimated at $2.4 million.

As represented in the attached request from Fairplex, the soft cost expenditures from
now until financing can be secured that have the·greatest impact on the timeline of the
project all relate to the construction of the racing surface. The preparation of necessary
documents will require two to three months (though work will be performed
concurrently) for preparation, submittal, and review followed by another two to three
weeks for corrections and edits. Upon approval of the additional one percent increase,
Fairplex will petition the Los Angeles County Fair Association Board to loan the
project up to $1 million dollars in order to kept the project moving on a timely
schedule.

The Los Angeles County Fair at Fairplex Park plans to repay the $1 million dollar loan
with proceeds from the one percent takeout increase and from funds in the CARF fund,
which according to Fairplex has a balance of $250,000 which can be used for
improvement to live racing facilities for projects relating to safety and welfare.

Staff notes that handle at the Los Angeles County Fair at Fairplex Park for calendar
year 2007 including ADW was $81, III ,453. An additional one percent of takeout
would generate an additional $811,114.53 if handle remains consistent. The average
takeout rate for that year was 20.82 see table below for additional details.

Participating California Fairs a 2007 Race Year

In addition, Fairplex proposes to enter into an agreement with the Secretary of the
Department of Food and Agriculture regarding the reimbursement of funds to the
LACF.

Attached for your reference are documents detailing LACF's proposal, including the
letter to the Secretary of CDFA addressing their agreement.
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RECOMMENDATION

Staff recommends that the Board hear from Los Angeles County Fair at Fairplex
representatives and other interested parties.
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racetrack ;Lnd srable iLrea

{eference tIle docurHcnts outllJllnr~

the 'I
B,VJ:eetm:'nt in with
funds at:(~ tetlJrned til I,u",.-""l",','

'J'hank 'Y1JH for COJJsideratlcll1. PleHse contact tue if )'{)u have. a:Dy (Jue:s1l10IlS,

P.O. 80x 2250. Pomona, CA 91769~2250· 1101 West McKinley Avenue, Pomona, CA 91768
Telephone (909) 623<31'11 • Fax (HOg) 865<5ti02 • \;vww.fairplsx,corn
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California Business and Professions Code

19601.4. (a) any other sion of law, a fair,
combination of fairs, or an association conducting racing at a fair,
may, after approval from the board, deduct an additional 1 percent
from the total amount handled daily in its conventional and exotic
pools. The additional 1 percent shall be deposited into the Inclosure
Facilities Improvement Fund, which is hereby created as a special
fund in the State Treasury, the moneys of which are available upon
appropriation by the Legislature in the annual Budget Act. Any moneys
deducted from the handle pursuant to this section shall be used
solely for the purpose of facilities maintenance and improvements at
a fair's racetrack inclosure for those fairs that contribute to, or
for those fairs where an as ion conducting racing at that fair
contributes to, the Inclosure Facilities Improvement Fund.

(b) The secretary shall appoint a committee of not more than five
and no fewer than three individuals with expertise in financing,
constructing, and managing horse racing facilities, to advise in the
administration of the funds. The secretary shall have oversight over
the committee. The secretary shall adhere to the same oversight
responsibilities as outlined in Section 19620 when administering the
funds contributed and disbursed pursuant to this section.

(c) The secretary shall include in the annual expenditure p~an

required pursuant to Section 19621 any allocations made pursuant to
this section.

(d) For purposes of this section, "secretary" means the Secretary
of Food and Agriculture.

(



Page 3-6

REQUEST BY FAIRPLEX FOR THE 1% INCREASE IN TAKEOUT TO FUND
THE INCLOSURE FACILITIES IMPROVEMENT FUND

For the June 27, 2008 meeting of the California Horse Racing Board, Fairplex has
requested consideration to allow for a 1% increase in takeout on all wagering pools
offered during the 2008 race meeting of the Los Angeles County Fair. Upon approval by .
the Board, the proceeds of this increase will be placed in the Inclosure Facilities
Improvement Fund per Business and Professional Code, 19601.4 under the following
direction.

Intended Use of Funds:

Fairplex is collaborating with the Southern California Thoroughbred Industry in a project
designed to create a centrally located, quality, permanent year-round training center,
serving southern California. This project is titled the California Thoroughbred Training
Center. The total project cost is $75 Million with soft costs prior to construction
remaining at an estimated at $2.4 Million.

The critical soft cost expenditures from now until financing can be put in place that have
the greatest impact on the timeline of this project all relate to the construction of the
racing surface. The preparation of documents including permitting for demolition of
existing structures, the grading plan and site utility work will each require two to three
months (though work will be performed concurrently) for preparation, submittal and
review followed by another two to three weeks for corrections before they are finalized.
Due to a gap in time where funding from permanent legislation commences, the
architects and consultants are not working on these items. Thus the project is at a
veritable stand still.

Upon approval of the 10/0, Jim Henwood will petition the Los Angeles County Fair
Association Board to loan the project up to $1 Million in order to keep critical items
moving on a timely schedule. The loan will then pay for design, development and
engineering, planning and financing costs that are a portion of the aforementioned $2.4
Million.

Estimated Funds:

It is estimated using the 2007 Fair Racing handle that up to $800,000 can be generated
from the 1% increase. In addition we have a $250,000 balance in the California
Authority of Racing Fairs (CARF) fund for improvements to live racing facilities for
projects relating to safety and welfare. Both of these funds together will be used to repay
the loan from the LACFA Board.
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Agreement in Principle with Department of Food & Agriculture:

Fairplex and the Department of Food and Agriculture will enter into an Agreement in
Principle regarding the reimbursement of funds generated during the 2008 Los Angeles
County Fair race meeting. Please reference the attached agreement.

Business & Professional Code

To protect Fairplex and the related project with regard to the funds, please refer to B&P
19601.4 (c) which states:

The secretary shall appoint a committee of not more than five
and no fewer than three individuals with expertise in financing,
constructing, and managing horse racing facilities, to advise in the
administration of the funds. The secretary shall have oversight over
the committee. The secretary shall adhere to the same oversight
responsibilities as outlined in Section 19620 when administering the
funds contributed and disbursed pursuant to this section.

This language allows for industry oversight of this fund, insuring its proper use and
dispensation.
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Jnne 1G, 2008

t\..G.Kawalnura
Secret.ary
CalifQTIlla Depa111nent ofFood HndAgdcrtltute
1220 N Stteet .
SaGta1ncnto~ CA 95814-5607

Dear Sec1:ct:uy KawalTIm:-a,
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The Los Angeles County Fair d/b/a Faixplcx i~ tequcsring to exercise its option. under B&P '19601.4 by
petitioning the Califolnia Horse Racing Board (CHR.B) to ra.ifie takeout 1% on Q.U wageJ:s for its 2008 Los
/\ngclc::; County Fair tace meeting. The plU:pose of the request and fiubsequent increriJse is to providE a
funding "nechaoisrn far. soft costs rdated to our $75 :Million :r.aceb.-adc and stable area expan~ion ptoject
known. ~s the Californj~ Tholoughbred 'fraining Ccntel:, CU1Tently uncle-tway.

l1JC proceeds ft:oln this increase will go towards a $1 JVlillion bridge loan from the Los Angeles County
Fair .Association (l..ACPA) Bonrd used to pay for soft cos·ts related to the project's design, dev·eJ.oplncnt,
engincelingj le~l and financial (J,spcct,q. This bridge loan. is imper.fltivc to continue the pto.ject on tl:ack and
bring it in on titne. Majority financing is anticipated thl:ough tJ,e Califotnia f-lol:$e Racing Industty's intent
to pa5s legisb.ti.an this year provicling fot a pCl1nancnt funding $Qutce fOt this pl-o)ect.

Tn ordcl: to offer an a~sutancc t.o the C~lRB andLACFA t11at all proceeds generated £rain exerci!'ing this
t.akeout lncrease for tbe2008 tace Inceting at F::J.irplcx will revcrt back to LACFA t it is out intent to cntc!
into an agrecm.ent in principle with you and the California Departtnent of Food and Agriculture to
stipulate just that. TIl.us:

13f? it' barr;~)' declamd thaI IJ./Jr}n rJppm1m! ofCal!fomid /-:fm:rc Raci?{g .Boardfir LAC7~ tv dechtcl an additiona!1o/n qfthe
Int(J! ammmf handled dailY in co11tJrm!iona! and cxotir: p(J(}/" and tbat thi.r ?7l(NlfY i.r tn !JC depo.rited in the Inclosure .Faciliti(!J
fmprv'M11tf?nt' Fund held at tbe (:a~fOmia .Dc:parttJ1~"f. ~f Food and ~griClllt7ffe mid that all J7lch ftmdr gel1ffmtcd ~)J

.L,1.c-reA. will be the!l uliliifd by .MO::fA. and (m!y WCM to jJqyfor cmd/inant'c co.rtJ incurred in the Ca4fornia
Trcrinil~!!, Cefiferp,?;"ecl anrcnt!y I.I'!'ldcrJJ/C!) at tbe LJ.r.Arlgc/e.r COf.mfY FttiWV'tndr.

Datc;__-""'C- ~ _

.A..G.I(awa1nura., Secretary, CDFA

Datc;, ~_~_

P.O. Box 2250. Pomona. CA 91769·2250" 1101 West McKinley Avenue. Pomona. CA 91766
Telephone (909) 623-3111 co Fax: (909) 865-3602· www.fairplex.com



A.G. KalNtlmura
JUlle 16, 2008
Pflge 2

Please all lny office at 909-865-4201 ifyou have any quc5ti.ons.

ichard Shapiro~ nan, C~['()tnia I-Iotse R4cing Board
,(irk Breed, ExecutiVE: Director, Califo.t.nia ,Hotse Racing Board
i\1icb:.ud Treacy, Director of Fairs ::l,nd Expositions, CDFA
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June 16,2008

A.G. K.awamura
Secretary
California Department of Food and Agriculture
1220 N Street
Sacramento, CA 95814-5607

Dear Secretary I<Cawatnura,

The Los Angeles County Fair d/b/a Fairplex is requesting to exercise its option under B&P 19601.4 by
petitioning the California Horse Racing Board (CHRB) to raise takeout 1DID on all wagers for its 2008 Los
Angeles County Fair race meeting. The pmpose of the request and subsequent increase is to provide a
funding mechanism for soft costs related to our $75 Million racetrack and stable area expansion project
known as the California Thoroughbred Training Center, currently underway.

The proceeds from this increase will go towards a $1 Million bridge loan from the Los Angeles County
Fair Association (LACFA) Board used to pay for soft costs related to the project's design, development,
engineering, legal and financial aspects. This bridge loan is imperative to continue the project on track and
bring it in on time. Majotity financing is anticipated thtough the California Hotse Racing Industry's intent
to pass legislation this year ptoviding for a petmanent funding source for this ptoject.

In order to offet an assurance to the CHRB and LACFA that all proceeds generated fron1 exetcising this
takeout inctease fot the 2008 tace meeting at Failplex will revert back to LACFA, it is our intent to entet
into an agreement in principle with you and the California Department of Food and Agriculture to
stipulate just that. Thus:

Be it hen;ry declared that upon approval ifCalifOrnia Horse Racing BoardfOr LACFA to deduct an additional 1% ifthe
total amount handled daijy in conventional and exoticpools and that this monry is to be deposited in the Inclosure radlities
Improvement Fund hefd at the CalifOrnia Department qfFood and Agriculture and that all suth JUnds generated ry
LACr"""A wiff be then utzjized ry LACl-'A and onjy LACFA to pqy fOr andJinance costs incurred in the CalifOrnia
Training Centerproject currentjy underwqy at the Los Angeles Coun!y Fait;grounds.

By: _

James Henwood, CEO, Failplex

Date: _

A.G. I<Cawamma, Secretary, CDFA



A.G. Kawamura
June 16, 2008
Page 2

Please call my office at 909-865-4201 if you have any questions.

Sincerely,

James Henwood
CEO, Los Angeles County Fair

cc: Richard Shapiro, Chairman, California Horse Racing Board
I<irk Breed, Executive Director, California Horse Racing Board
Michael Treacy, Director of Fairs and Expositions, CDFA
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Page 4-1

STAFF ANALYSIS
June 27, 2008

Issue: APPLICATION FOR LICENSE TO CONDUCT A HORSE RACING MEETING OF
THE HUMBOLDT COUNTY FAIR AT FERNDALE AUGUST 7-17, 2008.

Humboldt County Fair filed its application for license to conduct a horse racing meeting at Ferndale:

• August 7-17, 2008, or 10 days, the same as 2007. The fair proposes to race 77 races, two more
races than in 2007.

• The proposed race dates are the approved dates allocated to the fair.

• California Authority of Racing Fairs and Sonolua County fair request permission to deduct an
additional one percent from the total amount handled daily in the conventional and exotic pools,
pursuant to Business and Professions Code 19601.4. for deposit into the Inclosure Facilities
Improvement Fund.

• Racing Thursday through Monday the first week and Wednesday through Sunday the second
week. Six races Wednesday, 7 Monday and Thursday, 8 Friday and Saturday and 7 or 9 Sunday.
• Number ofhorses available determines the nUluber of daily races programmed by breed.

• 2007 Race Meeting: Average number of runners per race (TB): 6.29
2007 Race Meeting: Average number of runners per race (Arabian): 6.27
2007 Race Meeting: Average number of runners per race (Quarterhorse): 0
2007 Race Meeting: Average number of runners per race (Mules): 6.82

• Racing concurrently with SanMateo Fair and Del Mar 8/7-17.

• First post 1:55 p.m. Saturday and Sunday, 2:25 p.m. Monday, Wednesday and Thursday and 2:55
p.m. Friday.

• Humboldt County Fair will be open for stabling at no cost, Sunday July 27 through Tuesday
August 19. Stall application will be accepted form all breeds.

• Request Darrell Sparks be appointed horse identifier pursuant to CHRB Rule 1525.



Page 4-2

e Track safety requirements have been fulfilled.

Wagering program will use CHRB rules.
• Request the option to offer a $1 wager on any exotic wager.
• Request to allow horses entered on one day to be listed on overnight sheets for races

scheduled to be run 72 hours from that day.

• The Advance Deposit Wagering (ADW) providers are TVG, Xpressbet, Twin Spires and Youbet.

e Simulcasting conducted with other out-of-state racing jurisdictions pursuant to Business and
Professions Code Section 19602; and with authorized locations throughout California.

e A copy ofthe 2007 Humboldt County Fair end ofmeet report has been included for your review.
This report was previously presented to the Board at the December 2007CHRB Board meeting.

• Inspection of backstretch worker housing completed.

RECOMMENDATION:

Staff recommends the Board approve the application.



END-OF-MEET OUTLINE SUMMARY
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Ave. Daily Handle
Ave. On-Track
Ave. Off-Track
Ave. Out-Of-State
Ave. ADW
Ave. Daily Attendance
Ave. Daily On-Track.Attendance
Ave. Daily Off-Track Attendance

PERCENTAGE CHANGE
19.47%
8.00%
4.60%

29.47%
41.60%
-0.37%
4.50%

-4.070/0



HUMBOLDT COUNTY FAIR

YEAR 2003 2004 2005 2006 2007
"1"

I

"1"
10 10 10(l.) TOTAL RACE OP>YS 10 10

~
0-;

TCTf>L rANDLe 2,369,492 '2.787,149 3,080,934 2,959,549 3,535,699

ON-TRACK 73T ,D46 699,081 775,I7D 727,308 785.. 505

O;:F-TRACK 1,163,479 1.264,637 1,200,644 1,015,848 1,062,530

OUT-Of-STATE 65,262 91,763 182.915 280,480 370,914

;..oijlj 409,705 731,669 922,205 929,913 :,316,750

LI\/E 2,369,492 2,787,149 3,080;934 2,959,549 3:535,699

OUT-Of-ZONE iM,oORTED 0 '0 0 0 0
INTERSTATE ~~v1PORTED 0 0 0 0 0
iNTERNATiONAL irvlPORTED ."\ 0 0 0 0v

AVER.AGE DA\L.Y HANDLE 236,949 278,7'15 308,093 . 295,955 353,570
AVERAGE D.~iL..Y ON-TRACK 73 .. 105 69.. 908 77.517- 72,731 78.551

AVERAGE D..c.,1lY OFF-tRACK 116,348 126,464 120:064 101,585 106,253

AVERAGE DAi,L..Y OUT-Of-STATE 6,526 9,176 18,292 28,648 37,091

A.VERlI.Gt: AO'vV' 40,971 73,167 92,220 92,991 131,675
AVERAGE LIVE 236,949 278,.715 308,093 295.955 353.. 570
f..VG. OUT-OF -ZONE ~MPORTED ° 0 0 n 0v

A.VG:NTERSTATE iP·;iPORTED 0 0 0 0 0
f:..VG. \NTERNATiON,c',L IMPORTED 0 0 0 0 0

TOTfl.L TAKEOUT 479,314 566:834 626,069 599,750 705,465
EFFECTIVE Tf'.,KEOUT 20.23% 20.34% 20.32% . 20.26% 1995%
STATE LICENSE FEES 26}69 28.,050 28,662 25.764 27:840
ST,.;TE % 1.13% 1.01% 0,93% 0.87% 0.79%

TRACK COMMlSSIONS 115,380 118,212 122,852 112,792 119.063
f..oVIJ COMMiSS10NS 20.179 34,561 43,675 48,837 62,99 7

TOTr\L COMMISSIONS '135,559 152,773 160,527, ~61:629 182.061
TRACK % 5.72% 5.48'/0 5.41% 5.46% 5.15%
HORSEMEN'S PURSES 119,005 ;22,~88 127,540 117,310 124.006

;..ow PURSES 21.083 35.780 45,104 50,66-5 65:505'

TOTAI.- PURSE S -~40,688 '157 :968 172,644- 167,977 1.89 .. 512

HORSEMEN'S 0'0 5:94'% 5.67~Jo 5.60% 568% 536<J!o



HuMBOLDT COUNTY FAIR

YEP8 2003 2004 2005 2006 2007

l(")
I

'<':j"

(j) C'::,lIFORNl,t., ,A.TTENCANCE 53,433 52,587 53,112 50,829 50.643
bOro ON-TRP,CK 22,442 21 759 22,811 21,975 22,964
~

OFF-TRA.CK 3'::; 001· 30,82"8 30,301 28,854 . 27,679'-.vv f

JAiL.Y ATTENO,D..NCE 5,843 5,259 5,311 5,083 5,064

,.;vE.RAGE DAilY ON - TRACK 2,244 2,176 2,281 2,198 2)96

,~.\jERAGEDAlLY OFF - TRACK 3 ::;qQ 3,083 3,030 2,885 2)68

TOTAL RACE EVENTS 71 73 75 77 75
TOTP.,L RUNNERS 416 421 483 484 506
AvERD..GE RUNNEF<S PER EVENT 5.9 5.8 6.4 6.3 6.7

,0,,\/SR.Cl,GE HA.NDLE= PER, START 5,696 6:620 5,379 6; 115 6,988

'.
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STATE OF CALIFORNIA
CALIFORNIA HORSE RACING BOARD

APPLICATION FOR LICENSE TO CONDUCT A HORSE RACING MEETING OF A CALIFORNIA FAIR
CHRB-18 (Rev. 12/06)

Application is hereby made to the California Horse Racing Board (CHRB) for a license to conduct a horse racing meeting of
a California fair as authorized by Article 6.5 of the California Business and Professions (B&P) Code, Chapter 4, Division 8,
Horse Racing Law, and in accordance with applicable provisions and the CalifoTIlia Code ofRegulations, Title 4, Division 4,
CHRB Rules and Regulations.

1. APPLICANT FAIR ASSOCIATION

A. Name, mailing address, telephone and fax numbers of fair:
Humboldt County Fair
1250 5th Street, Ferndale
CA 95536 (707)786-9511

B. Fair association is a: D District Fair 0 County Fair D Citrus Fruit Fair

D California Exposition and State Fair D Other qualified fair

NOTICE TO APPLICANT: Application must be filed not later than 90 days before the scheduled start date for the proposed meeting
pursuant to CHRB Rule 1433.

2. DATES OF RACE MEETING

A. Inclusive dates of race meeting: August 7-17

B. Dates racing will NOT be held: August 12

C. Total number of racing days: 10

3. RACING PROGRAM

A. Total number of races: 77

B. Number of races by breed:

0 Th9roughbreds D Quarter Horses D Appaloosas

0 Arabians D Paints 0 Mules

C. Number of races daily:

Hearing date:re!Z '1/tJ f'
Approved date:

License number:

Sunday Monday Tuesday Wednesday
Thoroughbred 5 4 0 3

Other Breeds 4 3 0 3

Total 9 7 0 6

CHRB CERTIFICATION

Thursday
4

3

7

Friday
5

3

8

Saturday
4

4

8



CHRB-18 (Rev 12/06)

D. Total number of stakes races by breed:
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Thoroughbreds

Arabians

D
D

Quarter Horses

Paints

Appaloosas

Mules

E. Attach a listing of all stakes races and indicate the date to be run and the added money or guaranteed
purse for each. Attached

F. Will provisions be Inade for owners and trainers to use their own registered colors?
Q Yes D No Ifno, what racing colors are to be used:

G. List all post times for the daily racing program: Please see attached list.

NOTICE TO APPLICANT: Every licensee conducting a horse racing meeting shall each racing day provide for the running ofat least one
race limited to California-bred horses, to "be known as the "California-bred race" pursuant to CHRB Rule 1813.

4. FAIR ASSOCIATION

A. Names ofthefair directors: Don Becker, Bill Branstetter, Clarence Bugenig, John Burger, Ken
Christen, Al Cooper, Valerie Davis, Jeff Farley, Don Giacomini, Sandy Hanks, Jay Hight,
Travis Low, Gene Lucas, Jack Macdonald, Cindy Olsen, Irv Parlato, Herb Peterson, Robert
Prior, Tim Renner, Johanna Rodoni and Wayne Wilson.

B. Names ofthe directors serving on the Racing Committee or otherwise responsible for the conduct of
the racing program: Don Becker, Clarence Bugenig, John Burger, Jeff Farley, Jack
Macdonald, Cindy Olsen, Irv Parlato, Wayne Wilson, Valerie Davis

C. Name and title of the fair manager or executive officer and the names and titles of all department
managers and fair staff, other than those listed in 9B, who will be listed in the official program:

Stuart Titus, General Manager and Director of Racing
5. PURSE PROGRAM

A. Purse distribution:

1. All races other than stakes:
Current meet estinlate: $308,000
Prior meet actual: $308,007

Average Daily Purse (5A1 -7 number of days):
Current meet estimate: $30,800/day
Prior meet actual: $30,800/day

2. Overnight stakes:
Current meet estimate: $67,500
Prior meet actual: $64,000

Average Daily Purse (5A2 -7 number of days):
Current meet estimate: $6,750
Prior meet actual: $6,400
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3E Stakes Races

Friday, August 8
The Ferndale Dash - For 3yo mules, 220 yards, $4,500 added

Saturday, August 9
Charlie Palmer Starter Handicap-Fillies and Mares, 3yo and upward, Six and one
half furlong, $6,500 guarantee

Sunday, August 10
Victorian Village Arabian Distaff-Fillies and Mares, 3yo and upward, Five furlong, $6,500
guaranteed

Paul Cacci Eel River Sprint, Starter Stakes-3yo and upward, Seven Furlong, $6,500
guaranteed

Friday, August 15
Land of Jazz Starter Stakes- 3yo and upward, Seven Furlong, $6,500 guaranteed

Saturday, August 16
Les Madamoiselle Stakes-Fillies and Mares, 3yo and upward, One and one-sixteenth mile,
$10,000 added

Sunday, August 17
Ferndale Arabian Stakes-3yo and upward, 660 yards, $6,500 added.

Cream City Mule Handicap-3yo and upward, 660 yards, $5,500 added

Humboldt County Marathon-3yo and upward, One mile and five furlongs, $15,000 added

3G Post Times

Race Number
Race #1
Race #2
Race #3
Race #4
Race #5
Race #6
Race #7
Race #8
Race #9

Monday, Wednesday, Thursdays

2:25
2:55
3:25
3:55
4:25
4:55
5:25

Fridays
2:55
3:25
3:55
4:25
4:55
5:25
5:55
6:25

Saturdays, Sundays
1:55
2:25
2:55
3:25
3:55
4:25
4:55
5:55
6:25
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3. Non-overnight stakes:
Current meet estimate: 0
Prior meet actual: 0

Average Daily Purse (5A3 -;- nUlnber of days):
Current nleet estimate: 0
Prior meet actual: 0

B. Funds" to be generated for all California-bred incentive awards:
Current meet estimate: $13,000
Prior meet actual: $13,847

C. Payment to each recognized horsemen's organization contracting with the fair:

Current Ineet estimate:
CTT
TOC
NTRA
PCQHRA
CWAR
ARAC
AMRA
CHHPAPEN
CTHF
Total

$ 750
$ 1,500
$ 895
$ 30

$ 5,900
$10,300
$ 2,250
$ 2,250
$23,875

Prior meet actual:
$ 752.93
$ 1,505.85
$ 895.53

$ 30.94

$ 5,928.92
$10,374.75
$ 2,258.78
$ 2,258.78

Total $24,006.48

D. Amount from all sources to be distributed at the meeting in the form ofpurses or other benefits to
horsemen (5A+5B+5C):
Current meet estinlate: $412,375
Prior"meet actual: $409,860

Average Daily Purse (5D -;- number of days):
Current meet estimate: $41,237/day
Prior meet actual: $40,986/day

E. Purse funds to be generated from on-track handle and intrastate off-track handle:
Current meet estilnate: $124,000.00
Prior meet actual: $124,006.37

Average Daily Purse (5E -;- number of days):
Current meet estimate: $12,400/race day
Prior meet actual: $12,401/race day

F. Purse funds to be generated from interstate handle:
Current meet estimate: 0
Prior meet actual: 0
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Average Daily Purse (SF -;- number of days):
Current meet estimate: 0
Prior 111eet actual: 0

G. Bank and account nun1ber for the Paymaster of Purses' purse account:
West America Bank, (CARF) Account # On file

H. Name, address and telephone number ofthe pari-n1utuel audit finn engaged for the Ineeting: l)isher
Accountancy Corp. 1816 Maryal Drive, Sacramento, CA 95864 (.916)482-4224

NOTICE TO APPLICANT: All funds generated and retained from on-track pari-mutuel handle which are obligated by law for distribution in the
form ofpurses, breeders' awards or other benefits to horsemen, shall not be deemed as income to the fair and shall, within 3 calendar days
following receipt, be deposited in a segregated and separate liability account in a depository approved by the CHRB and shall be at the
disposition of the Paymaster of Purses, who shall payor distribute such funds to the persons entitled thereto. All funds generated from off
track simulcast wagering, interstate wagering, and out-of-state wagering which are obligated by law for distribution in the form ofpurses and
breeders' awards, shall also be deposited within 3 calendar days following receipt into such liability account. In the event the fair is obligated
to the payment of purses prior to those obligated amounts being retained from pari-mutuel wagering for such purpose, or as a result of
overpayment of earned purses at the conclusion ofthe meeting, the fair shall transfer from its own funds such amounts as are necessary for the
Paymaster ofPurses to distribute to the horse owners' statutorily or contractually entitled thereto. The fair is entitled thereafter to recover such
transfelTed funds from the Paymaster ofPurses' account; and if insufficient funds remain in the account at the conclusion of the meeting, the
fair is entitled to carry forward the deficit to its next succeeding meeting as provided by B&P Code Section 19615(c) or (d). In the event of
underpayment of purses which results in a balance remaining in the Paymaster of Purses' account at the conclusion of the meeting after
distribution of amounts due to horsemen and breeders and horsemen's organizations, the fair may carry forward the surplus amount to its next
succeeding meeting; provided,however, that the amount so retained does not exceed an amount equivalent to the average daily distribution of
purses and breeders' awards during the meeting. All amounts in excess shall be distributed retroactively and proportionally in the form of
purses and breeders' awards to the horse owners and breeders 'having earned purses or awards during the conduct of the meeting.

6. STABLE ACCOMMODATIONS

A. Number of usable stalls available for racehorses at the track where the meeting is held:
250 permanent 200-220 portables

B. Minimum nUlnber of stalls believed necessary for the meeting:
450-470

C. Total number of usable stalls to be made available off-site at approved auxiliary stabling areas or
approved training centers: none

D. Name and location ofeach off-site auxiliary stabling area and the number of stalls to be Inaintained
at each site: nla

E. Attach each contract or agreement between the fair and the person(s) furnishing off-site stabling
accommodations for eligible racehorses that cannot be provided stabling on-site. nla

COlnplete subsections F through H if the fair will request reimbursement for off-site stabling as provided by B&P
Code Sections 19607, 19607.1, 19607.2, and 19607.3; otherwise, skip to Section 7.

F. Total number of usable stalls made available on-site for the 1986 meeting:

N/A
G. Estimated cost to provide off-site stalls for this meeting. Show cost per-day per stall:

N/A
H. Estimated cost to provide vanning from off-site stalls for this meeting. Show fees to be paid for

vanning per-horse: N/A
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A. Pursuant to B&P Code Section 19599, and with the approval of the CHRB, fairs Inay elect to offer
wagering programs using CHRB Pari-nlutuel Rules, the Association of Racing COlninissioners
International (RCI) Uniform Rules ofRacing, Chapter 9, Pari-Inutuel Wagering, or a combination of
both. Please complete the following schedule for the types of wagering other than \\lPS and the
minimunl wager anl0unt for each:

Use DD for daily double, E for exacta (special quinella), PK3 for pick three, PK4 for select four, PNP
for pick (n)pool, PPN for place pick (n), Q for quinella, SF for superfecta, TRI for trifecta, and US
for unlimited sweepstakes (pick 9).

TYPE OF WAGERS
Example Race $1 E; $1 Double

Race #1 $lE,$lPK3,$lTRI,$2Q,$2DD,lSF
Race #2 $lE,$lPK3,$1TRI,$2Q,$2DD,lSF
Race #3 $lE,$lPK3,$1TRI,$2Q,$2DD,lSF
Race #4 $lE,$lPK3,$1TRI,$2Q,$2DD,lSF
Race #5 $lE,$lPK3,$1TRI,$2Q,$2DD,lSF
Race #6 $lE,$lPK3,$1TRI,$2Q,$2DD,lSF
Race #7 $lE,$lPK3,$lTRI,$2Q,$2DD,lSF
Race #8 $lE,$lPK3,$1TRI,$2Q,$2DD,lSF
Race #9 $lE,$lPK3,$1TRI,$2Q,$2DD,lSF
Race #10
Race #11
Race #12
Race #13

APPLICABLE RULES
CHRB #1959; RCI #VE

CHRB#1959,1977,1979,1958,1957,1979.1
.CHRB#1959,1977,1979,1958,1957,1979.1
CHRB#1959,1977,1979,1958,1957,1979.1
CHRB#1959,1977,1979,19,,58,1957,1979.1
CHRB#1959,1977,1979,1958,1957,1979.1
CHRB#1959,1977,1979,1958,1957,1979.1
CHRB#1959,1977,1979,1958,1957,1979.1
CHRB#1959,1977,1979,1958,1957,1979.1
CHRB#1959,1977,1979,1958,1957,1979.1

B. Maximum carryover pool to be allowed to accumulate before its distribution OR the date(s)
designated for distribution of the carryover pool: N/A

C. List any options requested with regard to exotic wagering: :Request option of $1 wager on any
exotic 'wager. Request to all horses entered on one day to also be listed in overnight sheets for
races sc.heduled to be run 72 hours from that day.

D. Will "advance" or "early bird" wagering be offered? 0 Yes 0 No
If yes, when will such wagering begin:

E. Type(s) of pari-mutuel or totalizator equipment to be used by the fair and the simulcast
organization, the nalne of the person(s) supplying equipment, and expiration date of the service
contract: Scientific Games Racing (David Payton). Expires 2011·

Equipment description on file with Board

8. ADVANCE DEPOIST WAGERING (ADW)
A. Identify the ADW provider(s) to be used by the fair for this race Ineeting: TV~, Xpressbet,

TwinSpires and youbet.
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A. Sin1ulcast organization engaged by the fair to conduct simulcast wagering: California Authority of
Racing Fairs (Northern California Off-Track Wagering, Inc.)

B. Attach the agreement between the fair and simulcast organization pelmitting the organization to use
the fair's live audiovisual signal for wagering purposes and providing access to its totalizator for the
purpose of combining on-track and off-track pari-n1utuel pools. On File.

C. California simulcast facilities the fair proposes to offer its live audiovisual signal: All California
facilities authorized to accept the signal, including:

NORTHERN CALIFORNIA SOUTHERN CALIFORNIA
Alameda County Fair, Pleasanton Barona Valley Ranch Resort & Casino, Lakeside

Bay Meadows, San Mateo Cabazon Fantasy Springs Casino, Indio
Big Fresno Fair, Fresno Del Mar Thorouohbred Club, Del Mar*
California State Fair &Exposition, Sacramento .Earl's Place at Earl Warren Showgrounds, Santa Barbara
Fresno Club One, Fresno Fairplex Park, Pomona
Golden Gate Fields, Albany Hollywood Park, InQlewood
Humboldt County Fair, Ferndale* Los Alamitos Racecourse, Los Alamitos
Kern County Fair, Bakersfield Santa Anita Park, Arcadia
Monterey County Fair, Monterey Shalimar Sports Center, Riverside Fair, Indio
Redwood Acres Fair, Eureka** Sports Center at National Orange Show, San Bernardino
San Joaquin County Fair, Stockton Sports Pavilion, San Bernardino Cty. Fair, Victorville
San Mateo County Fair, San Mateo Sports Pavilion at The Farmer's Fair, Perris
Santa Clara County Fair, San Jose Surfside Race Place at Del Mar, Del Mar**
Shasta District Fair, Anderson Sycuan Gaming Center, EI Cajon***
Solano County Fair, Valleio The Derby Club, Seaside Park, Ventura Cty. Fair, Ventura
Sonoma County Fair, Santa Rosa The Horsemen's Club, Santa BarbaraCty. Fair, Santa Maria
Stanislaus County Fair, Turlock Vieias Casino & Turf Club, Alpine
Tulare County Fair, Tulare Watch & Wager, Antelope Valley Fairgrounds, Lancaster

* Open during Ferndale Fair Meet *July 16 - September 3,2008
**Closed during Ferndale Fair Meet **Closed July 16 - September 3,2008

***Closed for renovation

D. Out-of-state wagering systems the fair proposes to offer its live audiovisual signal: Attached

E. Out-of-state wagering systems that will combine their pari-mutuel pools with those of the fair:
Attached.

F. List the host tracks from which the fair proposes to import out-of-state and/or out-of-country
thoroughbred races. Include the dates imported races will be held and whether or not a full card will
be accepted. lfthe full card will not be imported, state "selected feature and/or stakes races":
Attached, by CARF.

NOTICE TO APPLICANT: B&P Code Section 19596.2(a) stipulates that on days when live thoroughbred or fair racing is being conducted
in the state, the number of thoroughbred races which may be imported by an association or fair during the calendar period the
association or fair is conducting its racing meeting cannot exceed a combined daily total of23 imported thoroughbred races statewide.
The limitation of 23 imported thoroughbred races per day statewide does not apply to those races specified in B&P Code Section
19596.2(a)(l), (2), (3) and (4).
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ICommon Pool Locations
AmWest Entertainment

Cypress Bayou Casino (LA)
. Rider's Up OTB (SD)

Time Out Lounge (SD)
Triple Crown OTB (SD)

Arapahoe Park
Arima Race Club
Arlington Park
Atlantic City Race Course
Atokad Downs
Balmoral Park/Maywood Park
Bangor Historic Track/Millers OTB
BetPad
Beulah Park
Birmingham Race Course
Blue Ribbon Downs
Bluffs Run Greyhound
Buffalo Raceway
Calder Race Course
Canadian Associations
Canterbury Park
Capital District OTB

Capital District OTB ADW (NY only)
Catskill Regional OTB

Catskill Regional OTB ADW (NY only)
Charles Town Race Course
Churchill Downs
Churchill Downs ADW
Coeur d'Alene Casino & AceL Wagering
Colonial Downs

Colonial Downs ADW (VA only)
Columbus Races
Connecticut OTB

Divi Carina Bay Casino
Ho-Chunk Casino

John Martin's Manor
Mohegan Sun Casino

Oneida Bingo
Pony Bar Simulcast Center

Randall James Racetrack
Royal Beach Casino

Shoreline Star Greyhound
Tote Investment Racing Service

CTOTB
Corpus Christi Greyhound
Dairyland Greyhound Park
Delaware Park
Delta Downs
Dover Downs
Downs @ Albuquerque
Ellis Park
Emerald Downs
Evangeline Downs
Fair Grounds
Fair Meadows
Finger Lakes
Fonner Park
Freehold Raceway
Gillespie County Fair
Global Wagering Solutions (MEC IntI.)

MagnaBet

Greenetrack
Gulf Greyhound Park
Harrah's Chester Downs
Harrington Raceway
Hawthorne Race Course
Hazel Park
Hinsdale Greyhound Park

Ferndale-Humboldt County Fair

ICommon Pool Locations
Hoosier Park @ Anderson
Horsemen's Park .
Indiana Downs

Evansville OTB
Clarskville OTB

Jackson Harness Raceway
Keeneland
Kentucky Downs
Lebanon Raceway
Les Bois Park
Lewiston Raceway
Lien Games

Chips Lounge and Casino
EI Rancho Motor Hotel OTB

Idaho Falls Racing OTB
North Dakota Horse Park

Rumors OTB
Aberdeen Racing OTB

Mitch's Grandstand OTB
Clubhouse Lounge @ ND Horse Park

Skydancer Casino OTB
BetAmerica ADW (non-CA wagers)

Lincoln Greyhound Park
Lone Star Park
Louisiana Downs
LVDC

Atlantis Paradise Island Casino
Cities of Gold/Pojoaque

Elite Turf Club
Elite Turf Club #2
Elite Turf Club #3

Foxwoods Resort and Casino
Meskwaki Bingo & Casino

Stables, The
MagnaBet
Manor Downs
Maryland Jockey Club
Meadowlands/Monmouth

Meadowlands/Monmouth ADW (NJ only)
Mobile Greyhound
Montana Simulcast Partners
Monticello Raceway
Mountaineer Park
Mount Pleasant Meadows
Nassau Regional OTB

Nassau Regional OTB ADW (NY only)
Nebraska State Fair Park
Nevada Pari-Mutuel Association
New Jersey Casinos
Newport Jai-Alai
New York City OTB

New York City OTB ADW (NY only)
New York Racing Association

NYRA ADW (NY only)
Northfield Park

Cedar Downs OTB
Northville Downs
Oaklawn Park
Ocean Downs
Penn National

Penn National ADW (PA only)
Philadelphia Park

Philadelphia Park ADW (PA only)
Plainridge Race Course

Plainridge Race Course ADW (MA only)
Pocono Downs

Pocono Downs ADW (PA only)
Portland Meadows
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ICommon Pool Locations
Prairie Meadows
Presque Isle Downs
Raceway Park
Racing World

Racing US
Victor Chandler

Raynham Taunton Greyhound
Raynham Taunton Greyhound ADW (MA only)

Remington Park
Retama Park
RGS
River Downs
Rockingham Park

Rockingham Park ADW (NH only)
Seabrook Greyhound

Rosecroft Raceway
Royal River Racing
Ruidoso Downs
Sam Houston Race Park

Valley Greyhound Park
Saratoga Raceway
Scarborough Downs
Scioto Downs
Southland Greyhound
Sports Creek Raceway
Suffolk Downs

Pat's Pizza OTB (ME)
Suffolk Regional OTB

Suffolk Regional OTB ADW (NY only)
Sunland Park
SunRay Park
Sol Mutuel Ltd.
The Greyhound Park @ Post Falls
The Lodge @ Belmont

The Lodge @ Belmont ADW (NH only)
The Meadows
The Racing Channel
TRNI
Thistledown
Tioga Downs
Tri-State Greyhound
Turf Paradise
Tunway Park
TVG
Vernon Downs
Western Region OTB

Western Region OTB ADW (NY only)
Wheeling Downs
Will Rogers Downs
Wonderland Greyhound
Woodlands
Wyoming OTB
Xpressbet
Yavapai Downs
Yonkers Raceway
Youbet
Zia Park

ISeparate Pool Locations
Hipodromo Presidente Remon
NV Disseminator
MIR/Caliente
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THOROUGHBRED SIMULCAST RACES TO BE IMPORTED
Nan1e of Host Track Race Dates Full Card or Selected Feature and/or Stakes Races

Arlington Park
Assiniboia Downs
Calder
Canterbury
Charles Town
Colonial Downs
Delaware Park
Ellis Park
EmeraId Downs
Evangeline Downs
Fort Erie
Grand Prairie
Hastings Park
Lone Star
Louisiana Downs
Monmouth
Mountaineer Park
NYRA (Saratoga)
Northlands Park
Penn National
Philadelphia Park
Prairie Meadows
Presque Isle Downs
River Downs
South America

. Suffolk Downs
Thistledown
Woodbine
Yavapai Downs

8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
817/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
817/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
817/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7/08·8/17/08
8/7108·8/17/08
8/7/08·8/17/08
8/7108·8/17/08

Full or Partial Cards
Full or Partial Cards (International)
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards (International)
Full or Partial Cards
Full or Partial Cards (International)
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards (International)
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards (International)
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards (International)
Full or Partial Cards

G. List imported simulcast races the fair plans to receive during the racing meeting which use breeds
other than the breed of the majority of horses racing at its live horse racing meeting. Include the
name ofthe host track, the dates itnported races will be held, and how many races will be in1ported:

N/A

OTHER BREED SIMULCAST RACES TO BE IMPORTED
Natne of Host Track Breed of Horse Race Dates Number of Races to be Imported

H. If any out-of-state or out-of-country races will commence outside ofthe time constraints set forth in
B&P Code Sections 19596.2 and 19596.3, attach a copy showing agreement by the appropriate
racing association(s). N/A

NOTICE TO APPLICANT: All interstate wagering to be conducted by a fair is subject to the provisions ofTitle 15, United States Codes,
which require specific written approval of the CHRB and of the racing commission having jurisdiction in the out-of-state venue. All
international wagering to be conducted by a fair is subject to the provisions ofB&P Code Sections 19596, 19596.1, 19596.2, 19596.3,
19601, 19602, and 19616.1, and will require specific written approval of the CHRB.
Every fair shall pay to the simulcast organization within 3 calendar days following the closing ofwagering for each racing program, or
upon receipt ofthe proceeds, such amounts that are retained from off-track simulcast wagering, interstate and out-of-state wagering and



CHRB-18 (Rev 12/06) Page 4-16

which are obligated by statute for guest commissions, simulcast operator's expenses and promotions, equine research, local government
in-lieu taxes, and stabling and vanning deductions. Every fair shall pay to its Paymaster of Purses' account within 3 calendar days
fo llowing the closing of wagering for each racing program, or upon receipt of the proceeds, such amounts that are retained or obligated
from off-track simulcast wagering, interstate and out-of-state wagering for purses, breeders' awards or other benefits to horsemen. (See
Notice to Applicant, Section 5.)

10. RACING OFFICIALS, OFFICIALS, AND OFFICIATING EQUIPMENT

A. Racing officials nOlninated:
Association Veterinarian(s)
Clerk of Scales
Clerk of the Course
Film Specialist
Horse Identifier
Horseshoe Inspector
Paddock Judge
Patrol Judges
Placing Judges
Starter
Timer

Cheryl White
Dolores Collins
Matt Nichols
Darrel Sparks
Maurice Fitzpatrick
Darrel Sparks
Lisa Jones, Matt Nichols
Stewards
Bob Mooneyhan
Melody Truitt

B. Management officials in the racing department:
Director of Racing Stuart Titus
Racing Secretary Ella Robinson
Assistant Racing Secretary Lisa Jones
Paymaster of Purses Vicky Layne
Mutual Manager Dominick DePrenzio

C. Narne, address and telephone number of the reporter employed to record and prepare transcripts of
hearings conducted by the stewards: Sheryl Brown, 591 Arlingt()n Avenue, Ferndale, CA 95536
Phone: 707/786-9497

D. Photographic device to be used for photographing the finish of all races, name of the person
supplying the service, and expiration date of the service contract: Plusmic Corp., USA, Bill
O'Brien (Expires 2012 )

E. Photopatrol video equipn1ent to be used to record all races, name of the person supplying the
service, and expiration date ofthe service contract. Specify the nun1ber and location of cameras for
dirt and turf tracks Pegasus Communication, Inc. (Jim Porep) (Expires April 30, 2013) Cameras
at top of each turn, at finish line, top of grandstands and hand held at Winner's Circle.
3 Camera in to'wer, 1 hand held camera, 1 pan canlcra in announcer1s booth and a CalDera at 3/16
pole which is renlotely mounted on pole.
Equipluent to be used - Exhibit A

F. Type ofelectronic timing device to be used for the timing of all races, name of the person supplying
the service, and expiration date ofthe service contract: Pegasus Communication, Inc. (Jim Porep)
(Expires April 30, 2013)
Equiplnent to be used - Exhibit A
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EXHIBIT A

EQUIPMENT

A. 2 Sony SP870 Video Tape Recorders; 2 Panasonic MIl Digital Video Tape Recorders
B. Yamaha 1604 Audio Mixer
C. Sierra Video systems Routing Switcher
D. 6 DXC M-7 Cameras with lenses, viewfinders, pan heads, support equipment
E. Window NT Running Liglitware
F. FORE-A Video Typewriter
G. FORE-A Frame Sync
H. AUX Frame Syuc
I. VIDEO FLYER
J. 4 Sony 9800 Video Tape Recorders
K. Microtime IMPACT DVE
L. GVG 200 with Chroma Key, Silhouette Key, Borderline Option
M. Remote Production Vehicle
N. Onboard Isolation Transformer & Voltage Regulator
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11. SECURITY CONTROLS
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A. Natne and title of the person responsible for security controls on the pretnises. Include an
organizational chart of the security department and a list of the names of security personnel and
contact telephone numbers. Pacific Coast Security, Gene Bass, Owner (707)786-9511

B. Estimated number of security guards, gatemen, patrolmen or others to be engaged in security tasks
on a regular full-time basis:' 1-2 guards in grandstands

2-3 rovers
3 licensed gatemen on 8-hour shifts

1. Attach a written plan for enhanced security for graded~stakes races, and races of $100,000 or
more, to include the number of security guards in the restricted areas during a 24-hour period
and a plan for detention barns. nla

2. Detention Barns: The fair is not running graded stakes

A. Attach a plan for use of graded stakes or overnight races.

B. Number of security guards in the detention barn area during a 24-hour period.

C. Describe number and location of surveillance cameras in detention barn area.

3. TC02 Testing:

A. Number of races to be tested, and nun1ber of horses entered in each race to be tested.
All thoroughbred races and all horses

B. Plan for enhanced surveillance for trainers with high-test results.
Trainer with high test results will be moved to the detention area.

C. Plan for detention barns for repeat offenders.
Ten stalls adjacent to test barn, which are under 24-hour surveillance.

D. Number of security personnel assigned to the TC02 program.
One 24-hour guard when detention stalls are occupied.

C. Describe the electronic security system.
Monitored electric surveillance.

1. Location and number of video surveillance cameras for the detention barn and stable gate.
One surveillance camera at or near detention stalls.

12. EMERGENCY SERVICES

A. Name, address and emergency telephone number of the ambulance service to be used during
workouts and the running of the races: City Ambulance of Eureka, 135 7 th Street, Eureka, CA
95501 (707)445-4907

B. Name, address and etnergency telephone number of the ambulance service to be used during
workouts at auxiliary sites: nla

C. Describe the on-track first aid facility, including equipn1ent and medical staffing: See attached

D. Natne and etnergency telephone nutnber of the licensed physician on duty during the race Ineeting:
Licensed physician on duty at Redwood Menlorial I-Iospital
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11. Organizational Chart - Security

STAFF MEMBERS, PACIFIC COAST SECURITYj
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12C First aid and Medical Staffing

The Humboldt County Fair provides emergency care which supports
comprehensive care for jockeys, track staff and aHied personnel. Emergency care
focuses on immediate stabilizing, comfort and evacuation of injured racetrack
personnel to appropriate hospital care facilities.

Two Emergency Medical Technicians from City Ambulance of Eureka staff are
located in an on-track ambulance, which is located at a location with ease of access
to the track during each day of training and racing. This ambulance and crew are
present whenever horses are on the track (during both racing and training hours,
and are responsible for initiating basic life support measures, including immediate
medical stabilization, care and evacuation to medical care facilities.

Licensed Physicians are on-duty at Redwood Memorial Hospital and are
responsible for ongoing care for jockeys, track staff and aHied personnel requiring
emergency medical care.

The Humboldt County Fair provides the services of a Kimzey Horse Ambulance, as
well as a senior experienced driver who is responsible for the evacuation and
disposition of injured horses.

Redundant communication services are provided to ensure constant contact
between aH emergency care personnel. Two-way radio networks are established
within the racing operations, as well as fair emergency operations. All key
emergency card personnel also carry ceH phones and each is provided a lamented
card containing all contact numbers. The fair also has an emergency response cell
which responds to all emergencies, both medical as weH as non-medical.
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E. Nmne, address and enlergency telephone nunlber of the hospital to be used for adl11ittance and
treatment of emergency injuries in the event of an on-track injury to a jockey:

Redwood Memorial Hospital, 3300 Renner Drive, Fortuna (707)725-7328

F. Attach, in English and Spanish, the emergency medical plan procedures that will be posted in each
jockey's room to be used in the event of an on-track injury to a jockey: Attached

G. Name ofhealth and safety manager and assistant manager responsible for compliance ofhealth and
safety provisions pursuant to B& P Code 19481.3(d): Stuart Titus and Susan Combes

H. Attach a fire clearance frol11 the fire authority having jurisdiction over the prelnises.
Inspection scheduled for July 30, 2008

I. Attach a Certificate of Insurance for workers' compensation coverage. The CHRB is to be nm11ed
as a certificate holder and given not less than 10 days' nC?tice of any cancellation or ternlination of
insurance that secures the liability of the fair for payment of workers' compensation.

NOTICE TO APPLICANT: Every licensee conducting a horse racing meeting shall pursuant to B&P Code 19481.3 maintain,
staff, and supply an on-track first aid facility, that may be either permanent or mobile, and which shall be staffed and equipped as
directed by the board. A qualified and licensed physician shall be on duty at all times during live racing, except that this provision
shall not apply to any quarter horse racing at the racetrack ifthere is a hospital situated no more than 1.5 miles from the racetrack
and the racetrack has an agreement with the hospital to provide emergency medical services tojockeys and riders. An ambulance
licensed to operate on public highways provided by the track shall be available at all times during live racing and shall be staffed
by two emergency medical technicians licensed in accordance with Division 2.5 (commencing with Section 1797) ofthe Health
and Safety Code, one of whom may be an Emergency Medical Technician Paramedic, as defined in Section 1797.84 of the
Health and Safety Code. (b) Each racing association and racing fair shall adopt and maintain an emergency medical plan detailing
the procedures that shall be used in the event of an on-track injury. The plan shall be posted in each jockey room in English and
Spanish. (c) Prior to every race meeting, the racing association or racing fair shall contact area hospitals to coordinate
procedures for the rapid admittance and treatment ofemergency injuries. (d) Each racing association or racing fair shall designate
a health and safety manager and assistant manager, who shall be responsible for compliance with the provisions of this section
and one ofwhom shall be on duty at all times when live racing is conducted. The health and safety manager may, at the discretion
of the racing association, be the person designated to perform risk management duties on behalf of the association.

13. CONCESSIONAIRES AND SERVICE CONTRACTORS

Names and addresses of all persons to whom a concession or service contract has been given, other than
those already identified, and the goods and/or services to be provided by each: See Attached

14. ON- TRACK ATTENDANCEIFAN DEVELOPMENT

A. Describe any promotional plans: Promotional plans will be directed towards goal of attracting
once again greater on track attendance than the Bay Meadows Fair. Free admission on
Monday and Wednesday and other promotional programs throughout program.

B Number of hosts and hostesses employed for meeting: All volunteer force, including 1,437
citizens and 200 business owners of the City of Ferndale.

C. Describe facilities set aside for new fans: Comfortable seating and friendly atmosphere in any
area they choose, with every seat providing ~ breathtaking view of the Victorian Village of
Ferndale, its surrounding dairy properties and the Wildcat mountains south of the City of
Ferndale, California.
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C a for n

April 4, 2008

a F a S e r v

tel 916.921.2213

c e s Aut h 0 t y

To: California Horse Racing Board (CHRB)
Attn: Andrea Ogden
1010 Hurley Way, Suite 300
Sacramento, CA 95825

Re: Humboldt County Fair
1250 - 5th Street
Ferndale, CA 95536

Please be advised that the Humboldt County Fair is a member of the California Fair Services Authority
(CFSA), and participates in the following self-insurance and loss pooling programs which are administered by
CFSA:

I. COMPREHENSIVE GENERAL LIABILITY PROGRAM

A.

B.

Prilnary Coverage

Excess Coverage

$750,000 self-insured retention Califonlia Fair Services Authority
Coverage continuous until cancelled

$9,250,000 in excess of $750,000
Coverage provided by Insurance Company of the State of Pennsylvania
Tenn: 01/0112008 to 01/0112009

II. WORKERS' COMPENSATION AND EMPLOYERS' LIABILITY

A.

B.

Primary Coverage

Excess Coverage

$500,000 self-insured retention California Fair Services Authority
Coverage continuous until cancelled

(a) Workers' Compensation: $299,500,000 in excess of $500,000
(b) Employers'Liability: $4,500,000 in excess of $500,000
Coverage provided by CSAC Excess Insurance Authority
Tenn: 07/01/2007 to 07/01/2008

CFSA represents to CHRB that within the above liInits, tern1S and provisions of the coverage stated, to the
extent provided by law, CFSA will provide defense, payment, and indemnification on loss funding in
accordance with the tenus of the contractual assumption.ofthe Hmnboldt County Fair as set forth in CHRB's
"Insurance Requirements",

You will be given at least thirty (30) days notice of any change in the foregoing infOlmation. We trust that
this commitment will satisfy your insurance requirements.

Please feel free to contact this office on all matters including possible claims.

(g./lf\v(
lann Lewellen

Risk Analyst

A Joint Powers Authority comprised of the State of California, Department of Food & Agriculture, the counties of Humboldt, Lassen, Madera,

Mendocino, Monterey, Placer, Plumas, San Benito, San Joaquin, San Mateo, Santa Clara and Trinity, and the California Exposition and State Fair.
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12F Medical Protocols and Procedures: English

In case of an accident on the racetrack, the following procedures shall be
implemented:

Track Ambulance

The track ambulance will travel immediately to the scene of an accident and assume
triage and patient care responsibilities and evacuated.

Security

1. As soon as possible, a member of the track security staff shall report to the scene
of the accident and thereafter take direction from the EMT responsible for
management of the accident scene. The track security representative shall be
responsible for keeping bystanders away from the accident scene.

2. A member of the track security staff shall proceed to the Jockey's Room to
secure the ambulance transfer area, as well as prevent visitation from
bystanders from entering the accident area.

3. A member of the track security staff shall be responsible for escorting
emergency vehicles.

4. The security staff shall be responsible for all crowd control activities.

Racing Staff/Track Veterinarian

1. Upon arrival at the scene, the Outrider should hold the injured horse in order to
prevent further harm to people, horses or property.

2. Horses with severe injuries should be transported off the track via the horse
ambulance, whenever it is practical to do so.

3. The track veterinarian shall make the decision as to the necessity of euthanasia
on the track.

4. A screen blocking the public's view of the injured horse shall be set up prior to
the euthanasia procedure.

5. Outriders are responsible for the removal of any debris from the racetrack
following the removal of the injured person or horse from the track.

Plant Staff

1. The Horse Ambulance shall travel immediately to the scene of an accident
whenever it appears that a horse will require transport.

2. Members of the plant department who are near the accident site shall assist in
screening the accident scene from the public view and shall take direction from
the EMT that is responsible that is responsible for the management of the
accident scene.
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Announcer

1. The announcer shall make riders aware of the details of the situation (such as
the location of a loose horse, the necessity to pull up, etc.), enabling them to take
the necessary steps to mitigate additional problems.

Senior Management

1. A senior management representative should quickly proceed to the location on
the racetrack where the accident has occurred. The manager should report to
other members of the management team as to the accident status.

2. An additional member of the management team s'hould report to the video
department in order to monitor the scene and access the extent of video
coverage to be transmitted to the public.

3. A member' of the management team should provide input as to announcements
to be made by the track announcer.

4. A member of the senior management team should be responsible for seeing that
information regarding the accident is communicated to the family member of
the injurec. Efforts need to be made to escort family members to the hospital, if
necessary. In this regard, a current compilation as to who should be notified in
the case of an injured jockey is kept on file.

5. All public address announcements and responses to press inquiries are within
the sole purview ofthe senior members of the management team then available.

All Department Heads

All department heads shall communicate to their employees that, although
intentions are good, the treatment of the injured rider must be left up to trained
personnel, and all other employees must stay away from the scene of an accident.
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12F Medical Protocols and Procedures: Spanish

Procedimiento en caso de Accidente en Humboldt County Fair

De ocurir un accidente en el hopodromo, se debe hacer 10 siguiente:

EI personal de la Ambulancia

EI personal de la ambulancia trasladarse inmediatamente al Iugar del accidente
siumpre que 10 necesario para tartar a la(s) victim(s).

Seguridad

1. Tan pronto como sea possible, unmiembro de seguridad delhipodromo debera
reportarse al lugar del accidente y desde ahi recibir las instrucciones del
Paramedico responsible del lugar del accidente. EI miembro desguridad sera
responsible de mantener a los transeuntes fuera dellugar del accidente.

2. U miembro del departamento de seguridad del hipodromo se acercara al cuart
del jockey para asquarar el area donde la amulancia estara y prevenir que
transeuntes y personas ajenas se acerquen.

3. Un miembrwo de sequridad del hipodrmomo sera responsible de escoltar a los
vehiclulos de emergencia.

4. Los miembros de sequridad seran responsible de controlar a la multitude.

Personal de CarreraslVetennano del hipodromo

1. Ena vez en el lugar del accidente, el Outrider/escolta debera sejetar al caballo
herido para evitar que lastime a la gente, a otros caballos 0 a la propiedad.

2. Los caballos muy mal heridoa deberan ser sacados de la pista con la ambulancia
para caballos, siempre que sea possible hacerlo de esa manera.

3. EI veterinano del hipodromo debera decider si se sacrifice al aaballo en Ia pista.
4. Sea possible hacerlo, se debe colocar la pantalla/screen para tapa la vista al

publica, antes de iniciar el procedimiento de sacrificial del animal.
5. Los Outriders son responsables de remover cualquier desecho en la pista

deputes de que la persona a caballo accidentado haya sido trasladado dellugar.

Personal de Planta/Plant Staff

1. La Ambulancia de Caballos debera trasladarse inmediatamente al lugar del
addidente siempre que un caballo este severamente lesionado y necesite
transporte.

2. Los miembros del departamento de planta que esten cerca del accidente deberan
ayudar a fapar ellugar para que el pulico no pueda ver 10 que sucede, ademas
debran recibir intrucciones del Paramedico responsible dellugar del accidente.

Locutor
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EI locator debera informar a los jinetes accerca de los detalles de la situcion )como
la ubicacion del caballo suelto, la necesidad de adelantar, etc.) para que puedan
hacer 10 necessario y mitigar otros problemas.
Gerencia

1. Un representatante de la gerencia se apersonara rapidamente al lugar del
accidente en el hoipodromo. EI genente informara a los otros gerents sobre las
lesions sufridas.

2. Otro respesentante de la gerencia degera informar al departamento de videio
para monitorear la escena y ver la cobertura de video que sera transmitida al
publico.

3. Un miembro de la gerencia debera aportar con informacion sobre los anuncios
que debera hacer ellocator.

4. Un miembro de la gerencia sera responsible de ver que la informacion con
respecto al 'accidente sea dada a los familars de los heridos. Se debe hacer 10
necesario para acompanar a los familiars a los hospitals, de ser el caso. AI
respecto, es necesario tenter un registro de la persona a quin se debe comunicar
en caso de que un jockey sufra un accidente.

5. Todo los anuncios publicos y respuestas a Is prensa las realize uncamente el
funcionario de gerencia de alto nivel que se encuentre disponible en ese
momento.

Todos los Jefes de Departamento

Todos los Jefesde Departamento deb en comunicar a sus empleados que, a pesar de
que las intenciones sean buenas, el tratamiento de un jinete/jockey herido debe ser
realizado por el personal calificado para elIo, y todos los demas empleados deben
permanecer lejos dellugar del accidente.



13. CONCESSIONAIRES AND SERVICE CONTRACTORS

Food & Non-Alcoholic Beverages
Seamus T-Bones, 1175 Palmer Blvd. Fortuna, CA 95540

Winner's Circle Photo
Vassar Photography, 5075 Double Point Way, Discovery Bay, CA 94514

Racing Grandstand Sound System
Universal Balance, 2163 Park Avenue, McKinleyville, CA 95519

Armored Car Services
NOTWINC, 11875 Dublin Blvd. Dublin, CA 94568

Portable Stalls
Silver Bar Leasing, 3445 S. Fruit, Fresno, CA 93706
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D. Describe any in1provements to the physical facility in advance ofthe Ineeting that directly benefits:

1. Horsemen: Improved infrastructure in portable stall areas.
2. Fans: New party-oriented, more festive tent area for wagering and seminars
3. Facilities in the restricted areas: New offices for State and Track Vets, CHRB Investigators
and Paymaster, along with new ADA compliant restrooms in Racing Office area.

15. SCHEDULE OF CHARGES
A. Proposed charges, note any changes from previous year:

Admission (general) $7.00
Admission (racing) $3.00
Reserved seating (general)
Reserved seating (clubhouse)
Parking (general) $2.00 per day
Parking (preferred) $10.00 per day
Parking (valet)
Programs (on-track) $2.00

(off-track)

B. Describe any "Season Boxes" or other special accommodation fees: $200.00 for box seats

C. Describe any "package" plans such as combined parking, admission and program: Pre-fair
discounts for all ages, for parking, carnival and for racing admission.

16. JOCKEYS' QUARTERS

A. Check the applicable amenities available in the jockeys' quarters:
[J Corners (lockers and cubicles) How many~

Q Showers Q Steam rOOIn, sauna or steam cabinets Q Lounge area

D Masseur 0 Food/beverage service [J Certified platform scale

B. Describe the quarters to be used for female jockeys: Separate but equal to the boys, including
separate corners, showers and sauna.

17. BACKSTRETCH EMPLOYEE HOUSING

A. Inspection of backstretch housing was completed by Anne Glasgcock on May 30, 2008 .

C. Number of rooms used for housing on the backstretch of the racetrack: Trailer unit with 10 bunks.

D. Number of restrooms available on the backstretch of the racetrack: Six (6)

E. Estimated ratio of restrooms to the number of backstretch personnel: Unknown
18. TRACK SAFETY

A. Total distance of the racecourse - measured from the finish line counterclockwise (3' from the im1er
railing) back to the finish line: I 2640 Ifeet.

B. Describe the type(s) of materials used for the inner and outer railings ofthe race course, the type of
inner railing supports (i.e., metal gooseneck, wood 4" x 4" uprights, offset wood 4 '1 x 4" supports,
etc.), the coverings, if any, on the top of the inner railing, and the approximate height of the top of
the inner railing from the level of the race course. Outer rail comprised of 3" aluminum railing
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on top of posts, 40" in height. Fontana inner rail, made of offset galvanized posts, with
extended aluminum railing on top of gooseneck posts, 42" in height, with average overhang of
24".

C. NaIne ofthe person responsible for supervision of the Inaintenance of the racetrack safety standards
pursuant to CHRB Rule 1474: Alphonso Collins, Track Master

D. Attach a Track Safety Maintenance Program pursuant to CHRB Rule 1474. Attached.

E. If the fair is requesting approval to implement alternate methodologies to the provisions of Aliicle
3.5, Track Safety Standards, pursuant to CHRB Rule 1471, attach a Certificate of Insurance for
liability insurance which will be in force for the duration ofthe meeting specified in Section 2. The
CHRB is to be named as a certificate holder and given not less than 10 days' notice of any
cancellation or termination of liability insurance. Additionally, the CI-IRB must be listed as
additionally insured on the liability policy at a minin1um amount of $3 million per incident. The
liability insurance certificate must be on file in the CHRB headquarters office prior to the conduct of
any racing. nla

19. DECLARATIONS

A. All labor agreements, concession and service contracts, and other agreements necessary to conduct
the entire meeting have been finalized except as follows (ifno exceptions, so state): No exceptions.

B. Attach each horsemen's agreement pursuant to CHRB Rule 2044. On file

C. All service contractors and concessionaires have valid state, county or city licenses authorizing each
to engage in the type of service to be provided and have valid labor agreements, when applicable,
which relnain in effect for the entire term of the meeting except as follows (if no exceptions, so
state): No exceptions

D. Absent natural disasters or causes beyond the control of the fair, its service contractors,
concessionaires or horsemen participating at the meeting, no reasons are believed to"exist that may
result in a stoppage to racing at the meeting or the withholding ofany vital service to the fair except
as follows (ifno exceptions, so state): No exceptions

NOTICE TO APPLICANT: Pursuant to CHRB Rules 1870 and 1871, the CHRB shall be given 15 days' notice in writing of any intention
to terminate a horse racing meeting or the engagements or services of any licensee, approved concessionaire, or approved service
contractor.

20. CERTIFICATION BY APPLICANT

I hereby certify under penalty of perjury that I have examined this application, that all of the foregoing
statements in this application are true and correct, and that I am authorized by the fair to attest to this

application on its behalf.

i

Print Name

l /
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STAFF ANALYSIS
June 27,2008

Issue: APPLICATION FOR LICENSE TO CONDUCT A HORSE RACING MEETING OF THE
CALIFORNIA EXPOSITION AND STATE FAIR AT SACRAMENTO AUGUST 20,
2008 THROUGH SEPTEMBER 1,2008.

@ California Exposition and State Fair filed its application to conduct a horse racing meeting at Cal
Expo in Sacramento:

@ August 20 through September 1,2008, or 11 days the san1e as 2004, which was the last time Cal
Expo conducted a mixed breed race n1eeting. In 2004 the California Exposition and State Fair ran
an II-day race meeting from August 25through Septelnber 6, 2004.

@ The California Exposition and State Fair have not run a state fair (n1ixed breed) race meeting
since 2004. In 2005 they conducted a harness race meeting from July 13 through September 1ih.
In 2006 and 2007 harness racing was conduced during the time period of the state fair.

@ The current meet estin1ate frOln all sources to be distributed in the form of purses or other benefits
to horsemen during the 2008 fair timeframe is $1,062,500. In 2004, the total current meet estimate
from all sources to be distributed in the form of purses or other benefits to horsemen during the
2004 race meeting was 1,521,200.

@ California Exposition and State Fair was allocated 12 race days in 2008 and request permission to
reduce live racing by one day eliminating Monday, August 25,2008 providing for a double-header
Friday, August 22 with 16 races. They ran a double header in 2004 running an experiment that
reduced live racing by one day, Monday August 30, 2004 allowing them to run a double header
August 27 with 17 races.

@ The fair proposes to race a total of 126 races.

August - 2008
Sun Moo Tue Wed Thu Fri Sat

1 2

3 4 5 6 7 8 9

10 11 12 13 14 15 16

17 18 19
25 26

September - 2008
Sun _;ue Wed Thu Fri Sat

3 H 4 5 6
7 8 9 10 11 12 13
14 15 16 17

i 18 19 20
21 22 23 24 25 26 27

28 29 30

• Racing Wednesday through Sunday the first week and Wednesday through Monday the second
week. 10 races August 20,21,27,28 and 29, with 12 races August 23,24,30,31 and September 1.

f) Number of horses available determines the number of daily races programmed by breed.

@ 2004 Race Meeting: Average number of runners per race (TB): 7.57
@ 2004 Race Meeting: Average number of runners per race (Arabian): 7.47
f) 2004 Race Meeting: Average number of runners per race (Quarterhorse): 8.33
@ 2004 Race Meeting: Average number of runners per race (Mules): 7.17
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@ Racing concurrently with Del Mar Racing Association.

@ First post 1: 15 p.m. daily and 2:45 p.nl. Friday, August 29
@ 1:00 p.m. first post on double-header Friday, August 22 through 4:45 p.m. for the eighth race.

Tenth race 5:45 p.m. post time and the 16th and final race 8:55 p.m. post tilne.
@ Request to adjust post time when needed to best serve fans wagering on Cal Expo, Del Mar

Thoroughbred Club and Los Alamitos.

@ Request Darrell Sparks be appointed horse identifier pursuant to CI-IRB Rule 1525.

@ Track Safety Requirements:

@ Cal Expo has submitted the attached letter addressing its racetrack turnover program from
harness to mixed breed racing. It is anticipated the racetrack will be ready for training no later
than August 13, 2008. If renovations are completed before the August 13, 2008 date, the track
will open earlier. The racetrack has been inspected. It will be re-inspected upon completion of
the racetrack turnover renovation program.

@ Cal Expo will be open for stabling at no cost Sunday August 10 through Wednesday September
3 for all breeds.

@ Wagering program will use CHRB rules.
@ Early wagering will begin at 10:00 a.m.

@ Specific changes from the 2004 license application:
@ General Parking increased $1 from $7 to $8.
* Off-track programs increased $ .25 from $2 to $2.25.
* Season Box seats increased $155 from $495 to $650.

@ The Advance Deposit Wagering (ADW) providers are YouBet, TVG, Xpressbet and Twin Spires.

@ Simulcasting conducted with other out-of-state racing jurisdictions pursuant to Business and
Professions Code Section 19602; and with authorized locations throughout California.

@ A copy ofthe 2004 California Exposition and State Fair and 2007 Sacramento Harness Association
end of meet report has been included for your review. These reports were previously presented to
the Board at the October 2004 and April 2008 CHRB Board meeting.

@ Inspection of backstretch worker housing completed.

RECOMMENDATION:

Staff recommends the Board approve the application.
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June 20, 2008

Ms. Jacqueline Wagner
California Horse Racing Board
1010 Hurley Way, Suite 300
Sacramento, CA 95825

Dear Ms. Wagner,

At your request, I offer the following information related to our racetrack turnover from
the harness racing meet to our thoroughbred race meet.

We will be assisted in our track turnover by the California Authority of Racing Fairs and
TrackMaster, Steve vVood. We may also be utilizing the services of COillluand Labor
to assist in the installation of our inside Fontana safety raiL

The last day for the current harness racing meet is Saturday, August 2,2008.

@ On Saturday night, August 2, the inside safety rail will begin to be installed. This
process will take 2 days. The inside safety rail has been stored in two tractor
trailers at Cal Expo. The entire rail was removed from the trailers and laid out
and inspected to ensure that it was in good condition. It is in good condition and
we have ordered and received new Hsplices" which are the pieces used for joining
the raiL

@ On Tuesday, August 5 we will "shoot the grade" of the racetrack to be in
compliance with existing track safety regulations.

® On Wednesday, August 6, an asphalt grinder will be rented with an operator to
dig up our track to a depth of 6" to 10". The asphalt grinder essentially grinds all
of the dirt and rocks that may have floated to the surface of the racetrack.

@ On Thursday, August 7, we ~rin be adding all of the necessary amendments to the
racetrack including sand and organic material to certain specifications. We will
be adding the amendments with a rented earth mover or paddlewheel.

® On Friday, August 8, we will begin the process of working the track with a roto
tiller to mix the amendments, a cutting harrow and grader, and then will begin the
process of watering and harrowing the track. Weare hopeful the racetrack will be
ready for training no later than Wednesday, August 13 and if it is deemed ready
earlier, we will open it earlier.

POST Oo:-r:-ICE Box 1 5649 • SACRAMENTO v CA 95852

91 6/Z63-te"ADR 0 FAX 9) 1 6/263-3304' WWW.BIGFUN.ORG
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Ms. Jacqueline
June 20, 2008
Page 2

The racetrack equipment that Cal Expo owns that will be utilized for the thoroughbred
racetrack are:

3- Water Trucks ranging from 4,000 to 5,000 gallons each
2- Flat Track tractors
1- 8870 Ford Tractor
1- Thoroughbred racetrack cutting harrow
1- Thoroughbred racetrack California harrow
1- Grader

CARF will be assisting Cal Expo with other racetrack equipment needs including but not
limited to:

1- Water Truck
2- Flat Track tractors
1- Rototiller

Cal Expo will be renting the earth mover or paddlewheel for the installation of all the
racetrack soil amendments.

We estimate that the expense of turning the racetrack over this year will be approximately
$75,000 to $100,000.

We understand the sensitivity ofthis issue and you can be assured that Cal Expo will do
everything to comply with all racetrack safety standards and our racetrack will be safe for
all racing participants.

Respectfully,

CAfll;:l'iT~q:(}

David Elliott,
Assistant General Manager, Racing Events

cc: Mr. Kirk Breed
Mr. Norb Bartosik



END~OF=MEET OUTLINE SUMMARY

California State Fair at Sacramento
August 25 - September 6, 2004
Race days: 12

AVERAGE DAILY STATISTICS
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Ave. daily handle
Ave. On-track
Ave. Off-track
Ave. Interstate-exported
Ave. ADW
Ave. daily attendance-Calif.
Ave. On-track
Ave. Off-track

PERCENTAGE CHANGE
-1.41%
-6.26%
-5.16%
-3.31%
38.84%

-15.38%
-14.66%
-16.46%



CALIFORNIA EXPOSITION & STATE FAIR

YEAR 2000 2001 2002 2003 2004

TOTAL RACE DAYS 12 12 12 11 12

TOTAL HANDLE 22,027,636 22,977,408 23,311,794 22,443,696 22,128,357
ON-TRACK 3,462,383 3,953,458 3,578,627 3,461,701 3,245,022
OFF-TRACK 12,944,674 13,737,470 13,515,160 12,240,426 11,608,886
INTERSTATE 5,620,579 5,286,480 4,796,266 4,948,061 4,784,358
AOW 0 0 1,421,741 1,793,508 2,490,091
LIVE 13,053,984 13,256,788 13,482,232 13,101,841 13,367,483
INTRASTATE IMPORTED 5,343,275 5,694,268 5,483,105 4,775,143 4,590,345
INTERSTATE IMPORTED 3,594,213 4,026,352 4,346,457 4,566,712 4,170,530
INTERNATIONAL IMPORTED 36,163 ° ° ° °
AVERAGE DAILY HANDLE 1,835,636 1,914,784 1,942,649 2,040,336 1,844,030
ON-TRACK 288,532 329,455 298,219 314,700 270,419
OFF-TRACK 1,078,723 1,144,789 1,126,263 1,112,766 967,407
INTERSTATE 468,382 440,540 399,689 449,824 398,697
AVERAGEADW 0 0 118,478 163,046 207,508

AVERAGE LIVE 1,087,832 1,104,732 1,123,519 1,191,076 1,113,957
INTRASTATE IMPORTED 445,273 474,522 456,925 434,104 382,529
INTERSTATE IMPORTED 299,518 335,529 362,205 415,156 347,544

INTERNATIONAL IMPORTED 3,014 0 ° ° °
COMMINGLED TAKEOUT 4,448,810 4,627,217 4,409,780 4,177,602 4,511,821

EFFECTIVE TAKEOUT 20.20% 20.14% 18,92% 18.61% 2039%

STATE LICENSE FEES 252,622 270,607 256,867 234,780 223,971

STATE % 1.15% 1.18% 1.10% 1.05% 1.01%

TRACK COMMISSIONS 852,165 903,094 865,032 790,764 755,072

ADW COMMISSIONS ° ° 64,405 81,947 114,066

TOTAL COMMISSIONS 852,165 903,094 929,437 872,711 869,138

TRACK % 3.87% 3.93% 3.99% 3.89% 3.93%

HORSEMEN'S PURSES 859,102 911,566 872,477 798,522 762,043

ADW PURSES 0 ° 66,822 81,258 115,199

TOTAL PURSES 859,102 911,566 939,299 879,780 877,242 r-o
HORSEMEN'S % 3.90% 3.97% 4.03% 3.92% 396% p.:>
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CAUFORNIA EXPOSITION & STATE FAiR

YEAR 2000 2001 2002 2003 2004

CAlIFORNIA ATIENDANCE 108,294 122,005 119,930 117,101 108,100
ON-TRACK 54,991 69,322 69,701 70,263 65,414
OFF-TRACK 53,303 52,683 50,229 46,838 42,686
DAilY ATIENDANCE 9,025 10,167 9,994 10,646 9,008
AVERAGE DAilY ON - TRACK 4,583 5,777 5,808 6,388 5,451
AVERAGE DAilY OFF - TRACI 4,442 4,390 4,186 4,258 3,557

TOTAL RACE EVENTS 132 131 132 122 127
STARTS 965 1,042 999 943 960
AVERAGE STARTS PER EVEI 7,3 8.0 7.6 7.7 7.6
AVERAGE HANDLE PER STAF 13,527 12,722 ,13,496 13,894 13,924
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END MEET OUTLINE SUMMARY

Sacramento Harness Association
December 28, 2006 - December 22, 2007
Race Days: 193

AVERAGE DAILY STATISTICS

Percent Total
Change Value

Avg. Daily Handle 1 93% 17,782

Avg. Daily On-Track Handle -1.39% (796)

Avg.Daily ITW Network Handle -8.02% (43,434)

Avg. Daily ADWln Network Handle 30.50% 34,492

Avg. Daily Out-Of-State Handle 1312% 27,520
Avg. Daily Attendance -2.81 % (106)
Avg. Daily On-Track Attendance 7.47% 31
Avg. Daily ITW Attendance -4.09% (137)
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Sacramento Harness Association Previous Year $ and %

TOTAL RACE DAYS 196 193 (3)

TOTAL HANDLE 180,692,184 181,358,462 666,278

BY ORIGIN OF WAGER:

ON-TRACK 11,210,469 10,885,156 (325,313)

ITW NETWORK 106,196,720 96,188,526 (10,008,194)

ADW IN NETWORK 22,165,855 28,483,576 6,317,722

OUT-OF-STATE 41,119,140 45,801,203 4,682,063

BY ORIGIN OF RACE

LIVE 130,057,575 128,423,697 (1,633,878)

OUT- OF- ZONE 0

INTERSTATE-IMPORT 48,147,518 50,093,893 1,946,375

INTERNATIONAL-IMPORT 2,487,091 2,840,872 353,781

AVG DAILY HANDLE 921,899 939,681 17,782

AVG BY ORIGIN OF WAGER

AVG DAILY ON~TRACK 57,196 56,400 (796)

AVG DAILY ITW NETWORK 541,820 498,386 (43,434)

AVG DAILY ADW It~ NETWORK 113,091 147,583 34,492

AVG DAILY OUT OF STATE 209,792 237,312 27,520

AVG BY ORIGIN OF RACE

AVG LIVE 663,559 665,408 1,849 0.28°A

AVG OUT-OF-ZONE

AVG INTERSTATE-IMPORT 245,651 259,554 13,903 5.66%

AVG INTERNATIONAL-IMPORT 12,689 14,720 2,030 1600°11

0

TOTAL TAKEOUT 40,613,672 40,521,881 (91,791 ) -0.23°11

EFFECTIVE TAKEOUT % 2248% 22.34% (0) -0.59o/t

STATE LICENSE FEES 561,380 530,226 (31,154) -5.55°11

STATE % 0.31% 0.29% (0) -5.90°11

TRACK COMMISSION 8,875,169 8,568,930 (306,239) -3.45%

TRACK % 4.91% 4.72% (0) -381%

PURSE COMMISSION 8,875,533 8,569,353 (306,180) -3.45%

PURSE % 4.91% 473% (0) -3.80%

CALIFORNIA NETWORK ATIENDANCE 736,287 704,625 (31,662) -4.30%

ON-TRACK 81,642 86,396 4,754 5.82%

ITW NETWORK 654,645 618,229 (36,416) -5.56%

AVG DAILY ATTENDANCE 3,757 3,651 (106) -2.81%

AVG DAILY ON-TRACK 417 448 31 7.47%

AVG DAILY ITW NETWORK 3,340 3,203 (137) -4.09%

TOTAL RACE EVENTS

STARTERS

AVG STARTERS PER EVENT

AVG HANDLE PER START



Page 5-11

Sacramento Harness Association

900,000

800,000

700,000,
600,000

l/)
"-

~. 500,000
a

400,000

300,000

100,000

2006 2007

OAVG DAllY ON-TRACK aAVG DAilY ITW NETWORK rIIIAVG DAilY ADW IN NETWORK ~AVG DAILY OUT



STATE OF CALIFORNIA
HORSE Ri\CING BOARD

APPLICATION FOR LICENSE TO CONDlJCT A HORSE RACING MEETING OF A CALIFORNIA FAIR
CHRB-18 (Rev. 12106)
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Application is hereby made to the California Horse Racing Board (CHRB) for a license to conduct a horse racing meeting of
a California fair as authorized by Article 6.5 of the California Business and Professions (B&P) Code, Chapter 4, Division 8,
Horse Racing Law, and in accordance with applicable provisions and the California Code ofRegulations, Title 4, Division 4,

. CHRB Rules and Regulations;

1. APPLICANT FAIR ASSOCIATION

A. Name, mailing address, telephone and fax numbers of fair:

California Exposition & State Fair
1600 Exposition Blvd.,
Sacramento, CA 95815
916-263-3000/ Fax - 916-263-3304

B. Fair association is a: D District Fair D County Fair D Citrus Fruit Fair

o California Exposition and State FairD Other qualified fair

NOTICE TO APPLICANT: Application must be filed not later than 90 days before the scheduled start date for the proposed meeting
pursuant to CHRB Rule 1433.

2. DATES OF RACE MEETING

A. Inclusive dates of race meeting: August 20 through September 1, 2008

B. Dates racing will NOT be held: August 25, August 26

C. Total number of racing days: 11

3. RACING PROGRAM

A. Total number of races: 126

B. Number of races by breed:

~ Thoroughbredso Arabians

Q Quarter Horses

D Paints

CHRB CERTIFICATION

D Appaloosas

~ Mules

Hearing date:
Approved date: .

License number:



C. Number of races daily:
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Thoroughbred

Other Breeds

Total

Sunday
9/9

3/3

12112

Monday
9

3

12

Tuesday Wednesday
8/8

2/2

10/10

Thursday
8/8

2/2

10110

!
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Friday Saturday
14/8 9/9

2/2 3/3

16110 12/12

Respectfully request to alter the number of races per breed dependent upon availability of inventory of
race horses. As requested by the TOC, we will not exceed the average amount ofTB races per day/racing
program of 8.6.

D. Total number of stakes races by breed:

Q Thoroughbreds

~ Arabians

Quarter Horses

Paints

Appaloosas

Mules

E. Attach a listing ofall stakes races and indicate the date to be run and the added money or guaranteed
purse for each. Attached.

F. Will provisions be made for owners and trainers to use their own registered colors?o Yes D No If no, what racing colors are tobe used:

G. List all post times for the daily racing program:

Post Time Schedule- 2008 California State Fair

Daily Friday 8/22 Friday 8/29

Race 1 1:15 PM 1:15 PM 2:45 PM
Race 2 1:45 PM 1:45 PM 3:15 PM
Race 3 2:17 PM 2:15 PM 3:45PM
Race 4 2:48 PM 2:45 PM 4:15 PM
Race 5 3:18 PM 3:15 PM 4:45 PM
Race 6 3:48 PM 3:45 PM 5:15 PM
Race 7 4:18 PM 4:15 PM 5:45 PM
Race 8 4:38 PM 4:45 PM 6:15 PM

Break
Race 9 5:18 PM 5:45 PM 6:45 PM
Race 10 5:48 PM 6:15 PM 7:15 PM
Race 11 6:18 PM 6:45 PM
Race 12 6:48 PM 7:15 PM
Race 13 7:40 PM
Race 14 8:05 PM
Race 15 8:30 PM
Race 16 8:55 PM

Respectfully request to alter above post time schedule when needed to best serve fans wagering on Cal
Expo, DelMar Thoroughbred Club and Los Alamitos.
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Saturday, August 23, 2008
GovernorS's HandicapS? 58th Runmding

3 year aIds and upward, One Mile and One Eighth
$75,000 Gu.aranteed

Satuurday, August 309 2008
California State Fair Sprint, 1st Running

3 year aids and upward, Cal Brf;ds, Six Furlongs
$75$1000 Guaranteed, Includes $10,000 from the CTBA fund

Emerging Breeds

Saturday» August 30, 2008
CalHifornia State Fair Open. Mule Challenge, 9th Running

3 year olds and upward, 440 Yards
$1051000 Added

Sunday, August 31, 2008
Stmight From. The Gate Futurity, 8 th Running

Mules, 3 year oIds, 350 Yards
$9,000 Added

Saturday, August 232 2008
The State Fair Distaff

Arabians, Fillies and Mares, 3 Year Oids and Up, 6 Furlongs
$10,000 Added

Saturday, August 23, 2008
The Jack Clifford, 8th Running

Quarter Horses, 3 year aIds and upward, 350 Yards
$15 9000 GuaranteedSl Includes $2,500 from PCQHRA

Monday? September 1, 2008
The Hazel Lucas Stakes, 11 th Running

Arabians, 3 year olds and upward, One Mile
$10,000 Added



CHRB-] 8 (Rev] 2106) Page 5 15

NOTICE TO APPLICANT: Every licensee conducting a horse racing meeting shall each racing day provide for the running of at least one
race limited to California-bred horses, to be known as the "California-bred race" pursuant to CHRB Rule 1813.

41, FAIR ASSOCIATION

A. Names of the fair directors:
Marko Mlikotin, Chair
Amparo Perez-Cook, Vice Chair
Gil Albiani, Director
Steve Beneto, Director
Cornelius Gallagher, Director
Marilyn Hendrickson, Director
Rex Hime, Director
Bert Johnson, Director
Kathy Nakase, Director
Senator Darrell Steinberg, Ex-OffIcio Member
Assembly Member Dave Jones, Ex-Officio Member

B. Names ofthe directors serving on the Racing COlllinittee or otherwise responsible for the conduct of
the racing program:
Racing Committee, California Exposition & State Fair
Steve Beneto, Chair
Gil Albiani
Bert Johnson

C. Name and title of the fair manager or executive officer and the names and titles of all department
managers and fair staff, other than those listed in 9B, who will be listed in the official program:

Norbert Bartosik,
Trackmaster, Steve Wood
Anita Ortega
Vic Stauffer

5. PURSE PROGRAM

General Manager
Track Foreman
Stable Superintendent
Track Announcer

A. Purse distribution: ALL PRIOR MEET ACTUALS ARE FROM 2004

1. All races other than stakes:
Current meet estimate: 1,085,000
Prior meet actual: 1,048,920

Average Daily Purse (5A1 -7 number of days):
Current meet estimate: 98,636
Prior meet actual: 95,356

2. Overnight stakes:
Current meet estimate: 165,000
Prior meet actual: 140,875
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Average Daily Purse (5A2 -7- number of days):
Current meet estimate: 15,000
Prior meet actual: 12,806

3. Non-overnight stakes:
Current meet estimate: 0
Prior meet actual: 0

Average Daily Purse (5A3 -7- number ofdays):
Current meet estimate: 0
Prior n1eet actual: 0

B. Funds to be generated for all California-bred incentive awards:
Current meet estimate: 90,000
Prior meet actual: 87,120

Page 5-16
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C. ESTIMATED payment to each recognized horsemen's organization contracting with the fair:

Current meet estimate:
CTT 3,280
TOC 6,560
NTRA 8,040
PCQIlRA 1,875
CWAR 0
ARAC 9,175
AMRA 7,176
CHBPAPEN 9,520
CTHF 9,520
Total- 55,146

Prior meet actual: 2004
3,280
6,560
8,040
1,875
2,008
9,175
7,176
9,520
9,520
Total- 57,154

D. Amount from all sources to be distributed at the meeting in the form of purses or other benefits to
horsemen (5A+5B+5C):
Current meet estimate: 1,395,146
Prior meet actual: 1,334,069

Average Daily Purse (5D -7- number of days):
Current meet estimate: 126,831
Prior meet actual: 121,279

E. Purse funds to be generated from on-track handle and intrastate off-track handle:
Current meet estimate: 1,062,500
Prior meet actual: 1,035,000

Average Daily Purse (5E -7- number of days):
Currentmeet estimate: 96,600
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Prior meet actual: 94,090
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F. Purse funds to be generated from interstate handle:
Current meet estimate: 187,500
Prior lueet actual: 187,500

Average Daily Purse (SF -;- nUluber of days):
Current meet estimate: 17,045
Prior meet actual: 17,045

G. Bank and account nUluber for the Paymaster of Purses' purse account:
CARF Paymaster of purses account on file with the CHRB

H. Name, address and telephone number of the pari-mutuel audit firm engaged for the meeting:
Disher Accountancy Corporation, 1816 Maryal Drive, Sacramento, CA 95864
916-482-4224

NOTICE TO APPLICANT: All nmds generated and retained from on-track pari-mutuel handle which are obligated by law for distribution in the
form ofpurses, breeders' awards or other benefits to horsemen, shall not be deemed as income to the fair and shaH, within 3 calendar days
following receipt, be deposited in a segregated and separate liability account in a depository approved by the CHRB and shall be at the
dispositjon of the Paymaster of Purses, who shall payor distribute such funds to the persons entitled thereto. All funds generated from off
track simulcast wagering, interstate wagering, and out-of-state wagering which are obligated by law for distribution in the fonn ofpurses and
breeders' awards, shall also be deposited within 3 calendar days following receipt into such liability account. In the event the fair is obligated
to the payment of purses prior to those obligated amounts being retained from pari-mutuel wagering for such purpose, or as a result of
overpayment ofearned purses at the conclusion ofthe meeting, the fair shall transfer from its own funds such amounts as are necessary for the
Paymaster ofPurses to distribute to the horse owners statutorily or contractually entitled thereto. The fair is entitled thereafter to recover such
transferred funds from the Paymaster ofPurses' account; and if insufficient funds remain in the account at the conclusion of the meeting, the
fair is entitled to carry forward the deficit to its next succeeding meeting as provided by B&P Code Section 19615(c) or (d). In the event of
underpay ment of purses which results in a balance remaining in the Paymaster of Purses' account at the conclusion of the meeting after
distribution of amounts due to horsemen and breeders and horsemen's organizations, the fair may carry forward the surplus amount to its next
succeeding meeting; provided, however, that the amount so retained does not exceed an amount equivalent to the average daily distribution of
purses and breeders' awards during the meeting. All amounts in excess shall be distributed retroactively and proportionally in the form of
purses and breeders' awards to the horse owners and breeders having earned purses or awards during the conduct of the meeting.

6. STABLE ACCOMMODATIONS

A. Number of usable stalls available for racehorses at the track where the meeting is held: 1,024
B. Minimum number of stalls believed necessary for the meeting: 1,024
C. Total number of usable stalls to be made available off-site at approved auxiliary stabling areas or

approved training centers: 3,024
D. Name and location ofeach off-site auxiliary stabling area and the nunlber of stalls to be lnaintained

at each site: Bay Meadows, San Mateo, CA - 900 Stalls
Golden Gate Fields, Albany, CA- 1440 Stalls
Alameda County Fair, Pleasanton, CA 684 Stalls

E. Attach each contract or agreement between the fair and the person(s) furnishing off-site stabling
acconlmodations for eligible racehorses that cannot be provided stabling on-site.
Northern California Stabling and Vanning Fund agreement to be provided

Complete subsections F through H if the fair will request reimbursement for off-site stabling as provided by B&P
Code Sections 19607, 19607.1, 19607.2, and 19607.3; otherwise, skip to Section 7.

F. Total number of usable stalls made available on-site for the 1986 meeting:
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G. Estimated cost to provide off-site stalls for this meeting. Show cost per-day per stall:
H. Estimated cost to provide vanning from off-site stalls for this meeting. Show fees to be paid for

vanning per-horse:

7. PARI-MUTUEL WAGERING PROGRAM
A. Pursuant to B&P Code Section 19599, and with the approval of the CHRB, fairs may elect to ofIeI'

wagering programs using CHRB Pari-mutuel Rules, the Association of Racing Commissioners
International (RCI) Uniform Rules ofRacing, Chapter 9, Pari-mutuel Wagering, or a c0111bination of
both. Please complete the following schedule for the types of wagering other than WPS and the
Ininimum wager amount for each:

Use DD for daily double, E for exacta (special quinella), PK3 for pick three, PK4 for select four, PNP
for pick (n) pool, PPN for place pick (n), Q for quinella, SF for superfecta, TRI for trifecta, and US
for unlimited sweepstakes (pick 9).

Example Race
TYPE OF WAGERS
$1 E; $1 Double

Type
Exacta
Quinella
Trifecta
Daily Double
Superfecta
PK3
PK4
PK6
PPN

(lE)
(2Q)
(1 TRI)
(lDD)
(.10SF)
(IPK3)
(lPK4)
(lPK6)
(lPPN)

APPLICABLE RULES
CHRB #1959; RCI #VE

Rule Nurnber
1959
1958
1979
1957
1979.1
1977
1976.9
1976.
1976.8

Wagering Format for August 20, 21, 23, 24, 27, 28, 29, 30, 31, Sept 1

Race #1 IDD, IE, 1TRI, .10SF, 2Q, IPK3
Race #2 1DD, IE, 1TRI, .10SF, 2Q, IPK3, IPPN
Race #3 IDD, IE, 1TRI, .10SF, 2Q, IPK3
Race #4 IDD, IE, 1TRI, .10SF, 2Q, 1PK6
Race #5 IDD, IE, 1TRI, .10SF, 2Q, IPK3
Race#6 IDD, IE, ITRI, .10SF, 2Q, IPK4
Race#7 IDD, IE, ITRI, .10SF, 2Q, IPK3
Race #8 IDD, IE, 1TRI, .10SF, 2Q, IPK3 on 10 race card
Race #9 IDD, IE, 1TRI, .1 OSF, 2Q, IPK3 on 11 race card
Race #10 1DD, IE, ITRI, .10SF, 2Q, IPK3 on 12 race card
Race #11 IDD, IE, 1TRI, .10SF, 2Q,
Race #12 IDD, IE, 1TRI, .1 OSF, 2Q

Wagering Format for August 22 -16 race card

Race #1 1DD, IE, ITRI, .10SF, 2Q, IPK3
Race#2 IDD, IE, ITRI, .10SF, 2Q, IPK3, IPPN
Race #3 1DD, IE, 1TRl, .10SF, 2Q, IPK3
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Race #4 1DD, IE, ITRI, .IOSF, 2Q, IPK6
Race #5 IDD, IE, ITRI, .IOSF, 2Q, IPK3
Race#6 IDD, IE, ITRI, .IOSF, 2Q, IPK4
Race #7 IDD, IE, ITRI, .IOSF, 2Q, IPK3
Race#8 IDD, IE, ITRI, .10SF, 2Q, IPK3
Race#9 IDD, IE, ITRI, .IOSF, 2Q, IPK3
Race #10 IDD, IE, ITRI, .IOSF, 2Q, IPK3
Race #11 1DD, IE, 1TRI, .10SF, 2Q, IPK3
Race #12 IDD, IE, ITRI, .IOSF, 2Q, IPK3
Race #13 IDD, IE, ITRl, .10SF, 2Q, IPK6
Race #14 IDD, IE, ITRl, .IOSF, 2Q, IPK3
Race #15 IDD, IE, 1TRl, .1 OSF, 2Q,
Race #16IDD, IE, ITRl, .10SF, 2Q,
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B. Maximum carryover pool to be allowed to accumulate before its distribution OR the date(s)
designated for distribution of the carryover pool: September 1~ 2008

C. List any options requested with regard to exotic wagering: Option request attached in separate letter

D. Will "advance" or "early bird" wagering be offered? 0 Yes D No
If yes, when will such wagering begin: 10:00 AM

E. Type(s) of pari-mutuel or totalizator equipment to be used by the fair and the simulcast
organization, the name of the person(s) supplying equipment, and expiration date of the service
contract: Quantum System Data Center, Scientific Games Racing, Terry McWilliams,
Statewide Contract Expires: September 2012

8. ADVANCE DEPOSIT WAGERING (ADW)

A. Identify the ADW provider(s) to be used by the fair for this race meeting:
YouBet
TVG
XpressBet
Twin Spires

9. SIMULCAST WAGERING PROGRAM

A. Simulcast organization engaged by the fair to conduct simulcast wagering:
CARF, Northern California Off Track Wagering Inc.

B. Attach the agreement between the fair and simulcast organization permitting the organization to use
the fair's live audiovisual signal for wagering purposes and providing access to its totalizator for the
purpose of combining on-track and off-track pari-mutuel pools. On file

C. California simulcast facilities the fair proposes to offer its live audiovisual signal:
All California facilities authorized to accept the signal, including:
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NORTHERN CALIFORNIA SOUTHERN CALIFORNIA
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Alameda County Fair, Pleasanton Sarona Valley Ranch Resort & Casino, Lakeside

Bay Meadows, San Mateo Cabazon Fantasy Springs Casino, Indio
Big Fresno Fair, Fresno Del Mar Thorouqhbred Club, Del Mar*
California State Fair & Exposition, Sacramento Earl's Place at Earl Warren Showgrounds, Santa Barbara
Fresno Club One, Fresno Fairplex Park, Pomona
Golden Gate Fields, Albany Hollywood Park, Inglewood
Humboldt County Fair, Ferndale* Los Alamitos Racecourse, Los Alamitos
Kern County Fair, Bakersfield Santa Anita Park, Arcadia
Monterey County Fair, Monterey Shalimar Sports Center, Riverside Fair, Indio
Redwood Acres Fair, Eureka** Sports Center at National Orange Show, San Bernardino
San Joaquin County Fair, Stockton Sports Pavilion, San Bernardino Cty. Fair, Victorville
San Mateo County Fair, San Mateo Sports Pavilion at The Farmer's Fair, Perris
Santa Clara County Fair, San Jose Surfside Race Place at Del Mar, Del Mar**
Shasta District Fair, Anderson Sycuan GaminQ Center, EI Cajon***
Solano County Fair, Vallejo The Derby Club, Seaside Park, Ventura Cty. Fair, Ventura
Sonoma County Fair, Santa Rosa The Horsemen's Club, Santa Barbara Cty. Fair, Santa Maria
Stanislaus County Fair, Turlock Vieias Casino & Turf Club, Alpine
Tulare County Fair, Tulare Watch &Waqer, Antelope Valley Fairgrounds, Lancaster

* Open durinQ Ferndale Fair Meet *July 16 - September 3, 2008
**Closed during Ferndale Fair Meet **Closed July 16 - September 3, 2008

***Closed for renovation

All licensed California fair simulcast facilities, associations, and Indian gaming establishments.
D. Out-of-state wagering systems the fair proposes to offer its live audiovisual signal:

Attached
E. Out-of-state wagering systems that will combine their pari-mutuel pools with those of the fair:

Attached
F. List the host tracks from which the fair proposes to import out-of-state and/or out-of-country

thoroughbred races. Include the dates imported races will be held and whether or not a full card will
be accepted. If the full card will not be imported, state "selected feature and/or stakes races":

NOTICE TO APPLICANT: B&P Code Section 19596.2(a) stipulates that on days when live thoroughbred or fair racing is being conducted
in the state, the number of thoroughbred races which may be imported by an association or fair during the calendar period the
association or fair is conducting its racing meeting cannot exceed a combined daily total of23 imported thoroughbred races statewide.
The limitation of 23 imported thoroughbred races per day statewide does not apply to those races specified in B&P Code Section
19596.2(a)(l), (2), (3) and (4).

THOROUGHBRED SIMULCAST RACES TO BE IMPORTED
Name ofI-1ost Track Race Dates Full Card or Selected Feature and/or Stakes Races

Arlington Park
Assiniboia Downs
Calder
Canterbury
Charles Town
Colonial Downs
Delaware Park
Ellis Park
Emerald Downs

8/20-9/1 /2008
8/20-9/1 /2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008

Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
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Cypress Bayou Casino (LA)
Rider's Up OTB (SD)

Time Out Lounge (SD)
Triple Crown OTB (SD)

Arapahoe Park
Arima Race Club
Arlington Park
Atlantic City Race Course
Atokad Downs
Balmoral Park/Maywood Park
Bangor Historic Track/Millers OTB
BetPad
Beulah Park
Birmingham Race Course
Blue Ri.bbon Downs
Bluffs'Run Greyhound
Buffalo Raceway
Calder Race Course
Canadian Associations
Canterbury Park
Capital District OTB

Capital District OTB ADW (NY only)
Catskill Regional OTB

Catskill Regional OTB ADW (NY only)
Charles Town Rqce Course
Churchill Downs
Churchill Downs ADW
Coeur d'Alene Casino & AccL Wagering
Colonial Downs

Colonial Downs ADW (VA only)
Columbus Races
Connecticut OTB

Divi Carina Bay Casino
Ho-Chunk Casino

John Martin's Manor
Mohegan Sun Casino

Oneida Bingo
Pony Bar Simulcast Center

Randall James Racetrack
Royal Beach Casino

Shoreline Star Greyhound
Tote Investment Racing Service

CT OTB
Corpus Christi Greyhound
Dairyland Greyhound Park
Delaware Park
Delta Downs
Dover Downs
Downs @ Albuquerque
Ellis Park
Emerald Downs
Evangeline Downs
Fair Grounds
Fair Meadows
Finger Lakes
Fonner Park
Freehold Raceway
Gillespie County Fair
Global Wagering Solutions (MEC IntI.)

MagnaBet
Greenetrack
Gulf Greyhound Park
Harrah's Chester Downs
Harrington Raceway
Hawthorne Race Course
Hazel Park
Hinsdale Greyhound Park

Sacramento-California State Fair

Evansville OTB
Clarskville OTB

Jackson Harness Raceway
Keeneland
Kentucky Downs
Lebanon Raceway
Les Bois Park
Lewiston Raceway
Lien Games

Chips Lounge and Casino
EI Rancho Motor Hotel OTB

Idaho Falls Racing OTB
North Dakota Horse Park

Rumors OTB
Aberdeen Racing OTB

Mitch's Grandstand,OTB
Clubhouse Lounge @ ND Horse Park

Skydancer Casino OTB
BetAmerica ADW (non-CA wagers)

Lincoln Greyhound Park
Lone Star Park
Louisiana Downs
LVDC

Atlantis Paradise Island Casino
Cities of Gold/Pojoaque

Elite Turf Club
Elite Turf Club #2
Elite Turf Club #3

Foxwoods Resort and Casino
Meskwaki Bingo & Casino

Stables, The
MagnaBet
Manor Downs
Maryland Jockey Club
Meadowlands/Monmouth

Meadowlands/Monmouth ADW (NJ only)
Mobile Greyhound
Montana Simulcast Partners
Monticello Raceway
Mountaineer Park
Mount Pleasant Meadows·
Nassau Regional OTB

Nassau Regional OTB ADW (NY only)
Nebraska State Fair Park
Nevada Pari-Mutuel Association
New Jersey Casinos
Newport Jai-Alai
New York City OTB

New York City OTB ADW (NY only)
New York Racing Association

NYRA ADW (NY only)
Northfield Park

Cedar Downs OTB
Northville Downs
Oaklawn Park
Ocean Downs
Penn National

Penn National ADW (PA only)
Philadelphia Park

Philadelphia Park ADW (PA only)
Plainridge Race Course

Plainridge Race Course ADW (MA only)
Pocono Downs

Pocono Downs ADW (PA only)
Portland Meadows
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Presque Isle Downs
Raceway Park
Racing World

Racing US
Victor Chandler

Raynham Taunton Greyhound
Raynham Taunton Greyhound ADW (MA only)

Remington Park
Retama Park
RGS
River Downs
Rockingham Park

Rockingham Park ADW (NH only)
Seabrook Greyhound

Rosecroft Raceway
Royal River Racing
Ruidoso Downs
Sam Houston Race Park

Valley Greyl10und Park
Saratoga Raceway
Scarborough Downs
Scioto Downs
Southland Greyhound
Sports Creek Raceway
Suffolk Downs

Pat's Pizza OTB (ME)
Suffolk Regional OTB

Suffolk Regional OTB ADW (NY only)
Sunland Park
SunRay Park
Sol Mutuel Ltd.
The Greyhound Park @ Post Falls
The Lodge @ Belmont

The Lodge @ Belmont ADW (NH only)
The Meadows
The Racing Channel
TRNI
Thistledown
Tioga Downs
Tri-State Greyhound
Turf Paradise
Turfway Park
TVG
Vernon Downs
Western Region OTB

Western Region OTB ADW (NY only)
Wheeling Downs
Will Rogers Downs
Wonderland Greyhound
Woodlands
Wyoming OTB
Xpressbet
Yavapai Downs
Yonkers Raceway
Youbet
Zia Park

ISeparate Pool Locations
Hipodromo Presidente Remon
NV Disseminator
MIR/Caliente
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Evangeline Downs
Fort Erie
Grand Prairie
Hastings Park
Louisiana Downs

Monmouth Park
Mountaineer Park
NYRA (Saratoga)
Northlands Park
Penn National
Philadelphia Park
Prairie Meadows
Presque Isle Downs
River Downs
South America
Suffolk Downs
Thistledown
Woodbine
Yavapai Downs

8/20-9/1 /2008
8/20-9/1 /2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1 /2008

8/20-9/1/2008
8/20-9/1 /2008
8/20-9/1 /2008
8/20-9/1 /2008
8/20-9/1 /2008
8/20-9/1 /2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1 /2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008
8/20-9/1/2008

Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards

Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Patiial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or Partial Cards
Full or-Partial Cards
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G. List impolied siluulcast races the fair plans to receive during the racing meeting which use breeds
other than the breed of the majority of horses racing at its live horse racing meeting. Include the
name ofthe host track, the dates imported races will be held, and how many races will be impolied:
n/a

OTHER BREED SIMULCAST RACES TO BE IMPORTED
Name of Host Track Breed of Horse Race Dates Number of Races to be Imported

H. If any out-of-state or out-of-country races will commence outside of the time constraints set forth in
B&P Code Sections 19596.2 and 19596.3, attach a copy showing agreement by the appropriate
racing association(s). n/a

NOTICE TO APPLICANT: All interstate wagering to be conducted by a fair is subject to the provisions of Title 15, United States Codes,
which require specific written approval ofthe CHRB and ofthe racing comnlission having jurisdiction in the out-of-state venue. All
international wagering to be conducted by a fair is subject to the provisions ofB&P Code Sections 19596, 19596.1, 19596.2, 19596.3,
19601, 19602, and 19616.1, and will require specific written approval of the CHRB.

Every fair shall pay to the simulcast organization within 3 calendar days following the closing ofwagering for each racing program, or
upon receipt ofthe proceeds, such amounts that are retained from off-track simulcast wagering, interstate and out-of-state wagering and
which are obligated by statute for guest commissions, simulcast operator's expenses and promotions, equine research, local government
in-lieu taxes, and stabling and vamling deductions. Every fair shall pay to its Paymaster of Purses' account within 3 calendar days
following the closing ofwagering for each racing program, or upon receipt of the proceeds, such amounts that are retained or obligated
from off-track simulcast wagering, interstate and out-of-state wagering for purses, breeders' awards or other benefits to horsemen. (See
Notice to Applicant, Section 5.)

10. ' RACING OFFICIALS, OFFICIALS, AND OFFICIATING EQUIPMENT

A. Racing officials nominated:
Association Veterinarian(s)
Clerk of Scales

Dr. Audrey Clifton
Cheryl White



CHRB-] 8 (Rev] 2/06)

Assistant Clerk of Scales
Clerk of the Course- TB
Clerk of the Course- EB
Filn1 Specialist-
Horse Identifier
Horseshoe Inspector
Paddock Judge
Patrol Judges
Placing Judges
Starter
Timer

B. Management officials in the racing department:
Director of Racing
Director of Operations
Racing Secretary
Assistant Racing Secretary
Assistant Racing Secretary
Payluaster of Purses
Others (identify by name and title)
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Matt Nichols
Tina Walker
Dee Collins
Dan Winick
Danel Sparks
Troy Tholuas
Joe Gibson
Joe Gibson, I(en Sjordal
Steve Martinelli, Myra Truitt
Robert Mooneyhan
Melody Truitt

David Elliott
Kate Phariss
Tom Doutrich
Linda Anderson
Greg Brent
Victoria Layne

]0

C. Name, address and telephone number of the reporter employed to record and prepare transcripts of
hearings conducted by the stewards: Esther Schwartz~Capitol Reporters, 1300 Ethan Way~Suite
225, Sacramento~ Ca 95825, 916-923-5447

D. Photographic device to be used for photographing the finish of all races, name of the person
supplying the service, and expiration date of the service contract: Plusmic Corporation, Bill
O'Brien, Expires December 20,2008

F. Photopatrol video equipment to be used to record all races, name of the petson supplying the
service, and expiration date of the service contract. Specify the number and location of cameras for
dirt and turf tracks.
Pegasus Communications, Inc., Jim Porep, President, Expires December 20, 2008
1- Upper Pan Camera, 1- Lower Pan Camera, 1- Infield Camera, 1- Ground CameralWinners
Circle, 1- Paddock Camera, 3- Tower Cameras.

G. Type ofelectronic timing device to be used for the timing ofall races, name of the person supplying
the service, and expiration date of the service contract:
Pegasus DL Track System maintained by Pegasus communications. Expires December 20, 2008

11. SECURITY CONTROLS

A. Name and title of the person responsible for security controls on the premises. Include an
organizational chart of the security department and a list of the names of security personnel and
contact telephone numbers.
Chief of Police Robert Craft, 916-263-3000

B. Estimated nUlnber of security guards, gatemen, patrolmen or others to be engaged in security tasks
on a regular full-time basis: Gate Persons-9, Police Officers 5 supported by 30-110 member Cal
Expo police department.
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1. Attach a written plan for enhanced security for graded~stakes races, and races of $1 00,000 or
more, to include the number of security guards in the restricted areas during a 24-hour period
and a plan for detention barns. No graded stakes.

2. Detention Barns:
The fair is not running graded stakes.
A. Attach a plan for use of graded stakes or overnight races.

·N/A

B. Number of security guards in the detention barn area during a 24-hour period.
N/A
C. Describe number and location of surveillance cameras in detention barn area.
N/A

3. TC02 Testing:
A. Number of races to be tested and nUlnber of horses entered in each race to be tested.
All horses in thoroughbred races
B. Plan for enhanced surveillance for trainers with high-test results.
Trainers with high TC02 results will be moved to the 20 stall detention barn on race days.
C. Plan for detention barns for repeat offenders.
Detention barn is located next to Test Barn.
D. Number of security persolmel assigned to the TC02 program.
As needed for 24 hour security in eight hour shifts.

C. Describe the electronic security system.

1. Location and number of video surveillance cameras for the detention barn and stable gate.
Cameras and monitors will be installed at Detention Barn and Stable Gate.

12. EMERGENCY SEllVICES

A. Name, address and emergency telephone number of the ambulance service to be used during
workouts and the running of the races:
American Medical Response, 1779 Tribute Rd.,
Sacramento, CA 95815 916-563-0600

B. Name, address and emergency telephone number of the ambulance service to be used during
workouts at auxiliary sites:
Alameda County Fair Golden Gate Fields Bay Meadows
AMR Turf Rescue LLC Bay Shore Ambulance
640 143r~ Street 19615 Barclay Rd. PO Box 4622
San Leandro, CA 94577 Castro Valley, CA 94546 Foster City, CA 94404
(510) 895-7600 (510) 581-8470 (650) 525-9700

C. Describe the on-track first aid facility, including equipment and medical staffing: The on site first
aid facility contains all equipment and supplies necessary for advanced life support treatment
of any emergency. The facility is staffed by Paramedics and EMT's.

D. Name and emergency telephone number of the licensed physician on duty during the race Ineeting:
Dr. James Sokolove, 916-927-1114

E. Name, address and emergency telephone number of the hospital to be used for admittance and
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treatment of en1ergencyinjuries in the event of an on-track injury to a jockey:
Each emergency injury win be treated at the local hospital determined by the on site IViD or
Paramedics. The local hospitals and their address and phone numbers are:

lJC Davis Medical Trauma Center
Specializing as a Levell Trauma Center
2315 Stockton Blvd., Sacramento, CA 95817
916-734-2011

Sutter Memorial Hospital
Specializing in cardiac treatment
5151 F. St., Sacramento, CA 95819
916-454-3333

Kaiser Permanente Hospital
Specializing in orthopedic and cardiac treatment
2016 Morse Ave.
Sacramento, CA 95825
916-817-5660

Mercy General Hospital
Specializing in cardiac treatment
4001 J. St., Sacramento, CA 95819
916-453-4553

F. Attach, in English and Spanish, the emergency medical plan procedures that will be posted in
each jockey's room to be used in the event of an on-track injury to a jockey. Attached

G. Name ofhealth and safety manager and assistant manager responsible for compliance ofhealth and
safety provisions pursuant to B& P Code 19481.3(d):
David Elliott
Kate Phariss

H. Attach a fire clearance from the fire authority having jurisdiction over the premises.
ATTACHED

1. Attach a Certificate of Insurance for workers' compensation coverage. The CHRB is to be named as a
certificate holder and given not less than 10 days' notice of any cancellation or termination of insurance that
secures the liability of the fair for payment of workers' compensation.

Attached
NOTICE TO APPLICANT: Every licensee conducting a horse racing meeting shall pursuant to B&P Code 19481.3 maintain,
staff, and supply an on-track first aid facility, that may be either permanent or mobile, and which shall be staffed and equipped as
directed by the board. A qualified and licensed physician shall be on duty at all times during live racing, except that this provision
shall not apply to any quarter horse racing at the racetrack if there is a hospital situated no more than 1.5 miles from the racetrack
and the racetrack has an agreement with the hospital to provide emergency medical services to jockeys and riders. An ambulance
licensed to operate on public highways provided by the track shall be available at all times during live racing and shall be staffed
by two emergency medical technicians licensed in accordance with Division 2.5 (commencing with Section 1797) ofthe Health
and Safety Code, one of whom may be an Emergency Medical Technician Paramedic, as defined in Section 1797.84 of the
Health and Safety Code. (b) Each racing association and racing fair shall adopt and maintain an emergency medical plan detailing
the procedures that shall be used in the event of an on-track injury. The plan shall be posted in eachjockey room in English and
Spanish. (c) Prior to every race meeting, the racing association or racing fair shall contact area hospitals to coordinate
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Emergency Medical Plan Procedures for On Track Injuries

1. Upon arrival of all jockeys and exercise riders who are not employed by Cal
Expo, each person will be offered a notification of next ofkin form that they can
fill out voluntarily that Cal Expo shall secure and use only in the case of an
emergency to notify a family member or friend in the case of an emergency.

2. If there is an accident on the racetrack, the following procedures shall be
implemented:

a. The on track ambulance with staff and the medical doctor on duty will
travel immediately to the scene of the accident and assume triage and
patient care responsiblities. The outriders shall also travel immediately to
the accident scene to assist along with appropriate staff and security.

b. The on track ambulance EMT's and/or Paramedics and medical doctor
after assessing the patient(s), shall make the determination along with the
medical doctor on duty to transport the patient(s) to one of four local
hospitals or to transport the patient(s) back to the jocks room.

c. If the ambulance is transporting, they will dispatch another ambulance to
the racetrack.
If on site treatment is deemed sufficient, the EMT'SlParamedics and/or
the medical doctor on duty shall administer treatment to the injured
jockey.
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JPRECU][JiIOS DE EMERGENCIA

@ En caso de un accidente, respondera 121 ambulancia, el poniador, 0, el
carrode comensaro

@) La Ambulancia respondera par aver 10 necesarioo
~ La Ambulancia tiene el equipo necesano para acsidenteso
@ Se hara una evaluacion deacuerdo 211 21ccidente.

66EVALUACIO AL INSTANTE"~

~ Basandose 211 (EMT) Emergenci21 Medica Responsible. Que es 121
21mbul21ncia. E110s Aran Una evaluacion 211 instante. Para ver si se
puede tartar 211 momento 0 ser transportado, 211 hospital.

'6ATENCION AL ACSIDENTADO"

@ El acidentado sera tratado de imediato por (EMT)o
Sies demaciado grabe el acsidente sera transportado por ambulancia
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procedures for the rapid admittance and treatment of emergency injuries. (d) Each racing association or racing fair shall designate
a health and safety manager and assistant manager, who shall be responsible for compliance with the provisions of this section
and one ofwhom shall be on duty at all times when live racing is conducted. The health and safety manager may, at the discretion
of the racing association, be the person designated to perform risk management duties on behalf of the association.

13. CONCESSIONAIRES AND SERVICE CONTRACTORS

Names and addresses of all persons to whom a concession or service contract has been given, other than
those already identified, and the goods and/or services to be provided by each:

14. ON- TRACK ATTENDANCEIFAN DEVELOPMENT

A. Describe any promotional plans: Attached

B Number of hosts and hostesses employed for meeting: 4

C. Describe facilities set aside for new fans: Informational kiosk at the main entrance to the
Grandstand, "Rookies Only" pari-mutuel window, Free program sheet available daily for new
fans

D. Describe any improvements to the physical facility in advance ofthe meeting that directly benefits:

1. Horsemen- Restroom remodel, rubberized track ingress/egress ramps for safety, full time
tack shop,
2. Fans- $1 million facility remodel with windows overlooking track, Self service machines in
box seat area, Roving mutuel derks, $100,000 Turf Club remodel
3. Facilities in the restricted areas- Jockeys lounge area, gift shop

15. SCHEDULE OF CHARGES

A. Proposed charges, note any changes from previous year:
Admission (general)- $10.00 Includes Fair Admission
Admission (dubhouse)- $3.00
Reserved seating (genera1)- N/A
Reserved seating (clubhouse)- N/A
Parking (general)- $8.00
Parking (preferred)- $4.00
Parking (valet)- N/A
Programs (on-track)- $2.00

(off-track)- $2.25
On Track Free Program Sheet- Free

B. Describe any "Season Boxesl1 or other special accommodation fees:
$650.00- Season Box Seat includes 6 tickets per racing day with 6 seats, 6 racing programs
per day, 1 Preferred Lot pass for season, 1 General Lot pass for season.

C. Describe any "package" plans such as combined parking, admission and program:
Frequent Player Program- For our satellite wagering and harness racing customers. If they are
present at the Cal Expo satellite wagering facility for 21 of 42 CARF racing days during the
period of June 25 through August 14, they receive a free season parking pass and a season
admission discount pass which requires them to pay an admission fee of $2.00 per day versus
the fair admission of $10.00 per day and versus the daily satellite wagering admission fee of
$4.00 per day.
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Promotional/Advertising/Marketing Concepts for the
2008 California State Fair Race Meet

Thoroughbred racing has not occurred at the California State Fair
since 2004 ¢ We believe:! from various types of correspondence,
newspaper articles, printed comments and emails that there is a
pent up demand for Thoroughbred and Mixed Breed racing at Cal
Expo during the fair. It is our goal to tum the Grandstand area into
an entertainment destination for our fair guests.

~ Advertising for the race meet will be part of and featured
prominently in the overall $1.1 million media buy which
includes electronic, viral, print, billboard, and radio.

~ Currently, we have an aggressive goal to double the box seat
sales for the meet and our sales are on track to meet the. goaL

@ Weare updating and remodeling the Turf Club at an expense
of$1005000 and will be aggressively marketing the group
sales program.

o We win have a 5,400 square foot VIP tent installed on the
north end grassy area that win be used for special group
events.

(j) On Friday, August 22, the VIP tent win be the site of our
annual State Fair Brew Fest and we are expecting a minimum
of 30 breweries to be represented and 2,000 attendees.

• The clubhouse will be used primarily for VIP events during
the fair and we will make every effort to expose those
attending these events to the racing program

• We will drive attendance from the public admission gates to
the grandstand by offering coupons for free racing programs~

free wagering information, announcements every thirty
minutes at each gate, and coupons for discounts on food and
beverages.
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@ We plan on having some type of G'Giveaway at Day" during
the race meet which may include wagering vouchers, hats, t=
shirts, cash, promotional items, etc.

@) The grounds entertainment for the fair will be working in the
grandstand area daily 0

~ The Towe Auto Museum win be exhibiting classic, vintage,
and celebrity owned or famous Hollywood vehicles during
the run of the fair in the Grandstand daily.

~ The 9th annual California State Fair Dachshund Derby will
be held on the infield lawn on Saturday, August 30. This
event is an enormous crowd pleaser as 64 Dachshunds go to
the post in 8 races plus a championship race.

• We plan to advertise the Pacific Classic, The Travers Stakes,
and the Governor's Handicap in the Daily Racing Form. An
three stakes are on the weekend ofAugust 23-24.

• Our year round satellite wagering and harness racing guests
will once again have the opportunity to sign up for our
frequent player program which after they have accumulated a
specific number of visits during the summer fair racing
season, they qualifY to receive a FREE every day parking
pass to the fair and a 80% every day discount admission pass
to the fair. '

• We are planning to co-host with the AMRA a "Name the
baby Mule" contest each day at the entrance of the
grandstand.

• We will host a qualifYing round and send 4 people to the
"Coast Casinos Horseplayer World Series" to be held in Las
Vegas in February, 2009.

• With the concurrence of the Pari Mutuel Guild, we are
planning to have a minimum of 2 roving pari mutuel clerks
working the box seat and grandstand apron areas.
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16. JOCKEYS~ QUARTERS

A. Check the applicable mnenities available in the jockeys' quarters:
[] Corners (lockers and cubicles) How many~

[] Showers []. Steam room, sauna or steam cabinets [] Lounge area

[] Masseur [] Food/beverage service [] Certified platform scale

B. Describe the quarters to be used for female jockeys: Same Type, different space.

17. BACKSTRETCH EMPLOYEE HOUSING

A. Inspection of backstretch housing was cOlnpleted by Martin Snezek on May 24~ 2008.

C. Number of rooIns used for housing on the backstretch of the racetrack: 104

D. Number of restrooms available on the backstretch of the racetrack: 6 restrooms

E. Estimated ratio of restrooms to the number of backstretch personnel: 50/1

18. TRACK SAFETY

A. Total distance of the racecourse - measured from the finish line counterclockwise (3' froln the inner
railing) back to the finish line: I 5,280 I feet.

B. Describe the type(s) of materials used for the inner and outer railings of the race course, the,type of
inner railing supports (i.e., Iuetal gooseneck, wood 4" x 4" uprights, offset wood 4" x 4" supports,
etc.), the coverings, if any, on the top of the inner railing, and the approximate height of the top of
the inner railing from the level of the race course. Inside Rail: Fontana Safety Rail
Outside Rail: Steriline Aluminum Racing rail, Racetrack Surface to Rail Height: 38" to 42"

C. Name of the person responsible for supervision ofthe maintenance ofthe racetrack safety standards
pursuant to CHRB Rule 1474: David Elliott

D. Attach a Track Safety Maintenance Program pursuant to CHRB Rule 1474. On file

E. If the fair is requesting approval to implement alternate methodologies to the provisions of Article
3.5, Track Safety Standards, pursuant to CHRB Rule 1471, attach a Certificate of Insurance for
liability insurance which will be in force for the duration ofthe meeting specified in Section 2. The
CHRB is to be named as a certificate holder and given not less than 10 days' notice of any
cancellation or termination of liability insurance. Additionally, the CHRB must be listed as
additionally insured on the liability policy at a minimum amount of $3 million per incident. The
liability insurance certificate must be on file in the CHRB headquarters office prior to the conduct of
any raCIng.
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A. All labor agreements, concession and service contracts, and other agreelnents necessary to conduct
the entire meeting have been finalized except as follows (if no exceptions, so state): No exceptions

B. Attach each horsemen's agreement pursuant to CHRB Rule 2044. On file

C. All service contractors and concessionaires have valid state, county or city licenses authorizing each
to engage in the type of service to be provided and have valid labor agreeluents, when applicable,
which remain in effect for the entire term of the n1eeting except as follows (if no exceptions, so
state): No ex"'ceptions

D. Absent natural disasters or causes beyond the control of the fair, its service contractors,
concessionaires or horsemen participating at the meeting, no reasons are believed to exist that may
result in a stoppage to racing at the 111eeting or the withholding of any vital service to the fair except
as follows (ifl1o exceptions, so state): No exceptions

NOTICE TO APPLICANT: Pursuant to CHRB Rules 1870 and 1871, the CHRB shall be given 15 days' notice in writing of any intention
to tem1inate a horse racing meeting or the engagements or services of any licensee, approved concessionaire, or approved service
contractor.

20. CERTIFICATION BY APPLICANT

I hereby certify under penalty of perjury that I have examined this application, that all of the foregoing
statements in this application are true and correct, and that I am authorized by the fair to attest to this

application on its behalf. ./ ',' -a'
David Elliott &~?i(v t::1.

-Ttf-+":-~--.....-..\----=-----\---+-------

:::::7~eneral Manager, Racing Events _~_l~_j+-':4?_tur_,~_(....:::;)"-t};,------~_)-,=-t<",--) _

Print Title Datf ./
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STAFF ANALYSIS
DISCUSSION AND ACTION REGARDING MANDATING THE USE

OF
SAFETY REINS AT CALIFORNIA RACETRACKS

Regular Board Meeting
June 27,2008

BACKGROUND

Business and Professions Code section 19504 provides that the Board shall determine whether
the use of safety reins would provide jockeys and exercise riders greater protection from
accidents and injuries than conventional reins. If the Board determines safety reins provide
greater protection, it shall adopt a regulation mandating the use of approved safety reins
whenever a racehorse is ridden at a racetrack. The Board shall approve any model of
mandatory safety rein, if required, in use at a racetrack. Under Business and Professions Code
section 19504(d), safety reins are defined as: " ...a type of rein that is reinforced with a wire
cable, nylon strap, or other safety device or material that is attached to the bit and designed to
maintain control of the horse should the rein break. "

Safety reins are essentially a rein within a rein. Typical reins are made of leather or nylon and
attach to the bit. Reins provide jockeys and drivers with control of the horse; when reins
break, control is lost. With safety reins, a nylon cord is stitched into the traditional leather or
nylon reins during the manufacturing process, and the safety cord attaches to the bit
independently of the conventional reins. Should the outer leather or nylon reins break, the
safety reins allow the jockey or rider to maintain control; however, the safety feature is
intended to break if a horse or rider should become entangled in the dangling ends. This is the
reason nylon is used instead of wire. Additionally, the nylon only goes as far back as the end
of the grip for the same reason. Arthur Gray designed the Sure Lines safety reins. Sure Line
reins have a nylon cord that emerges from the outer reins and attaches to the bit using a metal
clasp. Brian and Lisa Peck designed a second (loop) type of safety rein (BP Safer Rein). The
"Peck" safety reins have a nylon cord that remains inside of the outer reins throughout and can
be seen. Both the nylon and outer reins are looped around the bit. It should be noted that
while the safety rein designers can provide supporting materials, including laboratory reports
on the testing of their reins, there are currently no safety standards established for safety reins.

Mandating the use of safety reins was last discussed in late 2007. At that time the Board was
informed that the California Horsemen's Safety Alliance (CHSA), which oversees the worker's
compensation program at California thoroughbred racetracks, had ordered Sure Line and Peck
safety reins to distribute to horsemen to use voluntarily as an experiment to determine their
effectiveness and to identify any problems. The Jockey's Guild endorsed a CHSA request that
the Board delay mandating safety reins until after the experiment was completed and evaluated.
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The CHSA distributed 209 safety reins to 105 CHSA thoroughbred trainer participants.
During the experiment the CHSA received feedback from trainers, which resulted in the
modification of the grip and the overall length of the reins. The CHSA has reported the
response to the reins has been positive. In addition, Chris McCarron, retired jockey, endorses
the use of safety reins. The CHSA also reported it was working to establish ASTM
International (ASTM) standards for safety reins. This goes a step beyond the Business and
Profession Code Section 19504 definition of safety reins, and will provide a standard by which
all manufacturers of safety reins may be judged.

Subsequent to the last discussion on safety reins, the Jockeys Guild has submitted a request that
the Board adopt regulations mandating the use of safety reins at California race tracks. In
response to this request, the proposed text for Rule 1689.2, Safety Reins Required, was
developed. This rule would require jockeys, apprentice jockeys, and any person exercising,
galloping, breezing, working out or riding a horse at a California racetrack to use safety reins,
as defined in Business and Professions Code section 19504 (d). Should the Board determine
that the use of safety reins be mandated for jockeys, apprentice jockeys, and any person
exercising, galloping, breezing, working out or riding a horse at a California racetrack, it is
recommended that the Board instruct staff to initiate the 45-day public notice. The following
documents are attached for your reference:

• Draft of proposed CHRB Rule 1689.2
• Business and Professions Code section 19504
• Letter of endorsement from the Jockeys Guild
• Letter from CHSA reporting on the safety reins pilot study program
• Letter of endorsement from Chris McCarron, retired jockey
• Informational packet provided by Art Gray, maker of Sure Lines safety reins
• Informational packet provided by Brian and Lisa Peck, makers of BP Safer Reins

RECOMMENDATION

This item is presented for discussion and action by the Board. The Board may wish to hear
from the Jockeys Guild, CHSA, and the manufacturers of the safety reins.
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CALIFORNIA HORSE RACING BOARD
TITLE 4. CALIFORNIA CODE OF REGULATIONS

ARTICLE 8. RUNNING THE RACE
PROPOSED ADDITION OF

RULE 1689.2. SAFETY REINS REQUIRED

Regular Board Meeting
June 27, 2008

1689.2. Safety Reins Required.

(a) No jockey or apprentice jockey shall ride in a race, nor shall any person exercise,

gallop, breeze, work out or ride a horse on the grounds of a facility under the jurisdiction of

the Board unles,s the horse is equipped with safety reins as defined under Business and

Professions Code Section 19504(d).

(b) Conventional reins, as defined under Business and Professions Code Section

19504(e), may be used at facilities under the jurisdiction of the Board for a period of 18

months after the effective date of this regulation.

Authority: Sections 19440 and 19504,
Business and Professions Code.

Reference: Section 19505,
Business and Professions Code.
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CALIFORNIA HORSE RACING BOARD
DIVISION 8, CHAPTER 4, BUSINESS AND PROFESSIONS CODE

SECTION 19504

19504.
(a) No racehorse shall be ridden at a racetrack unless the rider is equipped with a safety helmet
and safety vest.
(b) No later than July 1, 2006, the board shall conduct an investigation, including at least one
public hearing, to determine whether the use of safety reins would provide jockeys and
exercise riders greater protection from accidents and injuries than conventional reins. Should
the board determine that the use of safety reins would provide greater protection for jockeys
and exercise riders than conventional reins, it shall adopt a regulation no later than July 1,
2007,mandating the use of approved safety reins whenever a racehorse is ridden at a
racetrack. The regulation adopted by the board may phase in the use of safety reins, but in the
event safety reins are mandated, the board shall not permit the use of conventional reins in a
parimutuel race for longer than 18 months following the adoption of the regulation.
(c) The board shall approve any model of safety helmet, safety vest, and mandatory safety
rein, if required, in use at a racetrack.
(d) For the purposes of this section, a "safety rein" is a type of rein that is reinforced with a
wire cable, nylon strap, or other safety device or material that is attached to the bit and
designed to maintain control of the horse should the rein break.
(e) For the purposes of this section, a "conventional rein" is any rein other than a safety rein.



LAW OFFICES OF BARRY BROAD

June 5,2008

Richard Shapiro
Chairperson ,
California Horse Racing Board
1010 Hurley Way, Suite 300
Sacramento, California 95825

Rc: Proposed Saf~ty Rein Regulation

Dear Chairperson Shapiro and Me.mbers of the Board;

I am writing on behalfof the Jockeys~ Guild to infonn the CI-IRB ofout position \\lith.
regard to the adoption of a regulation .mandating the use of safety reins in accordance
mth the provisions ofBusiness and Professions CQd~ section 19504 (ABl180, Stats.
2005, Chap. 329).

The Guild supports the adoption of the following language:

"No jockey~ apprent.icejockey~ exercise rider or any other person shall
gallop~ breeze, exercise, workout., or otherwise ride a horse on the ground5
of a facility under the jurisdlction of the commission unless the horse is
equipped with safety reins. A safety rein is a rein \.vith a nylon safety cord
stitched into a leather~ nylon, or other synthetic rein during the
manufacturing process and the nylon safety cord is securely attached to
the bit. ~~ .
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·We believe that this language adequately defines a safety rein 'With sufficient specificity .
to insure that the desired result~-preventingreins fro.m breaking-is achieved without
favoring a particular brand or manufacturer.. The language also, assures that safety reins
are used whenever horses are ridden at tbe track, ,including non-racing periods as well as
during races.

We urge the CHRB to adopt this language as soon as possible.

1127 11th Street, SlJite 501

Sacramento,OA 95B14
(91&) 442-5999

F3X(9)6)44Z~3209
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April 9, 2008

In reference to the Sure Lines safetyreins;

To Whom It May Concern:

I believe that the Sure Lines safety rein is an invaluable tool that will help prevent serious racing
or training accidents. The concept and design of the Sure Lines safety rein is a good sound one
and the product itself is good quality. I 'acquired 15 sets of the safety reins from Art Gray in
September, 2006 and have been using them in my school, the North American Racing Academy,
ever since. I do not allow my students to go out on as horse without them.

During the Santa Anita meet in 2002, I escorted Art around the stable area at Santa Anita and
introduced him to many trainers offering my endorsement of safety reins. I persuaded Paco
Gonzalez to use them and I rode Came Horne with the safety reins in both the SA Derby and
Kentucky Derby.

I personally have had a rein break or come apart during a race or a workout on three separate
occasions during my career. I was fortunate that I was able to get my mount pulled up without
incident all three times. However, these incidents are pretty scary, as you could imagine, and
don't always end the way they did for me. The first time occurred on the grass course at Del Mar
going a mile and a six1:eenth for Chay Knight. My left rein broke where the rubber grip begins
nearest the bit. It happened three strides out of the gate so I had a minute and 42 seconds
travelling at 40 mph to consider the consequences. The good news; we finished second. The
second time, for Mike Harrington, the rein came apart at the bit because the buckle was not
fastened properly. On the third occasion, I was working a three million dollar Seattle Slew two
year old for Eoin Harty (Darley) at Del Mar right after the break. I broke the colt off in company
at the five-eighth pole and again the rein came apart at the buckle. So picture this; I'm breezing
on the outside fence with horses jogging the wrong way. We had to get by two gaps and thread
our way through that traffic. The outrider was able to pick me up at the sixteenth pole. A real eye
opener, I must say. Since that day, I ALWAYS check my tack to make sure it is assembled
properly and placed on the horse correctly. The reason I mentioned the trainers names is because
they are all fantastic horseman with top-class outfits. If it can happen to them, it can happen to
anyone.

I believe mandating a product that is designed and constructed to improve the safety of riders and
horses is the prudent thing to do. Anytime measures are taken to reduce the chances ofaccident or
injury, it simply is common sense.

I personally like the Sure Lines product because I have been using the reins for 20 months now
and they have held up well despite the drastic changes in weather here in Kentucky. I have sent
two pairs of reins to Darrell Haire for you to examine.

I'd be happy to speak in further detail if anyone wishes to contact me. 859.797.3843

Yours truly,

Chris McCarron, retired jockey
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CALIFORNIA HORSEMEN'S SAFETY ALLIANCE

Date:
To:
From:
Subject:

November 9,2007
Ed Halpern, CBSA President, CTT General Counsel
Sonia Flores Pishehvar, CHSA Administrator
Safety Reins Pilot Study Program

A 90 day pilot study program was conducted in Del Mar, Santa Anita, Hollywood Park, Pomona,
Golden Gate Fields, and Bay Meadows. Two manufacturers participated in this project. They were
willing and able to make adjustments to specs given by a sample pool of trainers and jockeys, .
requesting to increase the grip length by 2 inches and the over all rein length by 3 inches.

Art Grays' Sure Lines provided 109 leather thoroughbred attached clasp nylon strip reinforced
safety reins. It should be noted that these reins have not been tested at an ASTM approved testing
facility. This Administrator made the recommendations to Mr. Gray to do.

The second manufacturer, Brian Pecks' Safer Reins, provided 100 units of leather loop reins with
reinforced nylon parachute cord. This product has been tested at an ASTM approved laboratory in
Kentucky by Mr. Matthew A. Dettman, P.E. On his report dated June 15,2007, page one notes that
the purpose of the testing was to perform quality control of the products as well as to compare results
between reinforced and un-reinforced reins. The test results showed failure modes for the reinforced
rein at two distinct failure points, first being the leather portion of the rein, second being the
reinforcement. Failure modes for the un-reinforced rein was one, is at the leatber portion of the rein.
The reinforced rein leather failed at 1145lbs of pull pressure, with the exposed reinforcement (nylon
cord) failing at 873 Ibs. The un-reinforced rein failed at 493 Ibs of puU pressure.

The results were positive as it confirmed that the purpose of the reinforced "safety" rein is to provide
a backup for the jockey or exercise rider in the event that the leather rein breaks or fails, the
reinforced rein will provide the rider something to hold on to in order to continue to control the
horse coming to a safe and controlled stop for the safety of both the horse and the rider.

209 safety reins were distributed to 105 CHSA Trainer participants. Release of liability was secured
from all the participants. Only two trainers refused to participate in the pilot study; one citing that
he only utilizes custom Engli~h leather reins an did not want to try any new products, the other
trainer stating that he did not want to be bothered "ith any safety project.

105 trainers in Northern and Southern California were open to the practice and use of safety
reinforced reins given the option to select the style and comfort of their choice. Positive feedback was
received from aU trainer participants and some have placed additional orders on their own. It should
be noted that no written national or international standard exist on safety/reinforced reins, thus how
to regulate the "safety" reins without a governing approved standard will be difficult to regulate.

Santa Anita Park: 285 West Hlmtington Drive *Arcadia, CA 91007* PO box 660039 * Arcadia, CA 91066-0039
Office: (626) 447-2146 * Fax: (626) 447-2006

www.officialchsa.com
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INFORMATION UBMITT D
BY

A THURGRAY
(SURE LI E )
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Gray & Associates Consulting, Inco
19 Naples Drive West Seneca, NY 14224
Office (716) 675-5572 Fax (716) 675-5736

Art(il)Gray-Consultingonet

California Horse Racing Board
1010 Hurley Way
Sacramento, CA 95825

April 9, 2008
Subject: Safety reins

Honorable Chairman Shapiro & Board Members:

The California Horse Racing Boards proactive approach to maximizing the level of safety
on the racetrack for our human and equine athletes is greatly appreciated.

Safety reins have been a debated issue for many years. In an effort to assist in
determining the type of safety rein best suited to ensur.e safety on the track we have
researched and prepared the following report for your consideration. The factors
pertaining to this equipment that have been agreed upon and accepted include:

• This equipment innovation is designed to address one of the most dangerous
situations on the racetrack, a failed rein.

• The weakest points of thoroughbred, quarter horse reins and harness lines are at the
bit and underneath the grip.

• The safety innovation is applicable to reins made of leather, nylon and beta
(biothane coated nylon) material in both the buckle and loop style.

• The additional reinforcement in the rein will increase the life span ofthe equipment.
• Horsemen initiated.the movement to mandate the safety reins.
• In order to ensure complete protection on the training and racetrack this equipment

needs to be implemented universally.
• The right to manufacture the safety reins is available to all businesses serving the

industry in accordance with regulatory and RCI guidelines.
• Quality control systems are in place for the manufacturers.

Attached test report #08-65-0125-1 documents eight individual tests of safety reins
from various manufacturers. Samples one through six failed to meet the required
break loads. Samples seven and eight Inet the requirements. The instrument used
for the testing is also pictured.

1.
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ll) This improvement is cost effective and the patent fees are minimal. With
appropriate time allowed for full compliance and financial programs available to
assist the horsemen in the transition from conventional reins to the safety equipment
the financial hardship is minimized.

ll) Premium increases for liability, health and equine mortality insurance in the future
will be reduced as accidents due to failed reins are eliminated.

ll) In the last eight years numerous letters supporting the safety reins have been
submitted to RCI by industry leading Associations, Racetrack Executives and Hall
ofFame horsemen. Additionally, many articles have been published praising this
innovation as a potentially life saving improvement whose time has come.

ll) The public will be protected as their wagers will not be compromised by failed reins
altering the outcome of the race.

ll) Most importantly the level of safety for our jockeys, exercise riders,drivers,
trainers, grooms and horses will be enhanced:

The factors still under consideration include:
ll) The type and style best suited to safely prevent accidents from failed or

improperly fastened reins.
ll) The establishment of standards by an accredited engineering firm or association.
ll) A maximum break load requirement that will allow the reins to give in exigent

circumstances in order to prevent further injury.

Type & Style

The general concensus is that the safety reins with the reserve rein and snap hook
providing a secondary backup attachment to the bit provides the best protection. This
reserve rein is an integral component. The safety principle is the same for the
thoroughbred, quarter horse reins and harness lines. The safety reins have a second nylon
rein manufactured inside the original rein with a snap hook attached. The nylon strap
extends back through to the far end of the grip away from the bit. The snap hook extends
one-half inch beyond the loop and is attached to the bit along with the loop from the rein.
There is no pressure on the snap hook. If the original material fails either at the buckle or
under the grip; this second attachment to the bit will enable a jockey or exercise rider to
maintain control of his/her horse.

It is important to note that other reins submitted to various jurisdictions and the CHRB
for approval as safety reins do not have this key component. If the original material fails
on these other reins the jockey, exercise rider, the horse and any others nearby are in
danger. Without the second attachment to the bit they become passengers without
control. These reins have been thoroughly tested and used by trainers in all facets of
horse racing since 2003. Ohio, New Mexico and Canada after performing due diligence
on the products available mandated the reins and lines with the integral second backup
attachment to the bit. '

2.
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Testing & Standards

The most discussed factor regarding the safety reins is the testing and potential
establishment of standards for the equipment. Except for helmets there are no standards
available regarding the required strength of horse racing equipment. Determining a
standard break load for reins and driving lines would be difficult, very expensive and the
result would be a wide range that would take into account the variables of size, strength,
demeanor and racing style of both the horsemen and the horses. Additionally the various
levels of quality, density and strength of the material used to manufacture the reins will
result in a variety of test results. These factors have an equal effect on both conventional
and safety reins.

The ASTB and ASTM representatives recommended that we test the conventional reins
and utilize that information as a foundation for a required break load. Testing highlighted
the weak links in the equipment. Test results dated March 7, 2008 indicated an average
break load of five hundred sixty three (563) pounds for the leather reins. (Reference
report # 08-65-0125-2) Testing of other manufacturers products averaged as low as four
hundred (400) pounds. The deduction from these test results is that conventional reins
should have a minimum break load of four hundred (400) pounds.

The original design utilized weather resistant steel cable to anchor the snap hook inside
the rein but the break load ofboth the cable and snap hook were too strong. There were
concerns that the steel cable would prevent the rein from breaking in an emergency to
prevent further injury. By using a snap hook with a break load of four hundred fifty
(450) pounds, replacing the steel cable with nylon and using a square box stitch to attach
the snap hook we reduced the strength to a point close to the strength of conventional
reins. When tested the snap hook started to open up at approximately four hundred fifty
(450) pounds and the nylon material and or stitching started to fail at four hundred (400)
pounds. (Reference test # 07-65-0185-1) These improvements result in a safety rein that
has comparable strength to conventional reins enabling the equipment to give or be cut
under extreme circumstances.

It is important to note that test results for other equipment submitted to various
jurisdictions as well as the CHRB as safety reins have a break load of as much as 1100
pounds and do not have a second backup attachment to the bit. These reins do not
address industry concerns and will not break at the bit if necessary to prevent further. ..
senous InJUry.

As earlier stated this equipment improvement has been a debated issue for many years.
During this time the industry has witnessed numerous incidents due to failed reins,
fortunately with only a few serious injuries.

3.
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@ 2004 Mike Luzzi suffered a broken leg that required surgery in the first race of
the meet at Saratoga.

• 2005 Breeders Cup Juvenile John Velazquez aboard Private Vow finished last.
@ 2006 Maryland, Edgar Prado finished last in the Black Eyed Susan.
G 2007 John Velazquez finished last in a Grade 3 Stake at Aqueduct,
e 2007 Kent Desormeaux aboard Premium Tap in Dubai had a rein fail fifty yards

out of the gate.
e 2008 Arizona, Jockey Ryan Barber suffered a back injury as a result of a failed

rein during a morning workout.

These incidents due to failed reins are notable because the jockeys, trainers and horses
are prominent members of the horse racing community. There are many more
occurrences involving lesser known participants in racing that are as serious but do not
receive international attention.

These incidents and injuries could have been averted if a reserve backup rein were
available. If any of these jockeys or their horses had succumbed to serious injury this
report would not be necessary - the safety reins with the backup attachment would
already be mandated in every jurisdiction.

Safety for all participants in horse racing is paramount. Many sports and businesses take
a reactive approach to safety until there is a tragedy.

• Dale Earnhardt died in an accident on the racetrack in the Daytona 500.
G A minor league baseball coach was killed last year when he was hit in the head by

a line drive.
G Billy Haughton and Dave Dunckley were killed due to serious head trauma

suffered in harness racing accidents.
• After these tragedies NASCAR mandated head restraints for all drivers. Major

and minor league baseball mandated that all first base and third base coaches wear
batting helmets during games and harness racing mandated safety helmets.

As we are all aware we live in litigious times and liability is an ever present concern. If a
tragedy occurs due to a failed rein and there is equipment available that could have
prevented the accident there may well be legal repercussions. Basing decisions on
personal trainer preference will not bode well in court as a factor in mandating safety
equipment.

4.
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REPORT No. : 07-65-0185-1

Attn: Arthur Gray
Sure Lines, Inc.
19 Naples Dr.
West Seneca, NY 14224

lily Inspecti
Corporate Headquarters

Cathedral Park Tower
37 Franklin Street" Suite 400 " Buffalo, New York 14202

(716) 853-2611 " Fax (716) 853-2619
Visit Us At: www.qisLcom EmMail: Buffalo@qisLcom

MECHANICAL TEST REPORT

PAGE 6-13

May 2, 2007

Date Submitted:

Sample Submitted:

Objective:

Test Methods:

4/26/2007

One (1) thoroughbred horse rein with sewn-in safety clip.

Tensile load test of safety clip assembly.

Assemblies were loaded in tension on our Tinius-Olsen Universal Test Machine
SIN 88355 and ultimate load recorder.

Results: Ultimate Load:

Failure Mode:

4001bs.

Safety clip strap stitching

Sincerely,
QUALITY INSPECTION SERVICES, INC.

~
7'Y//'~~t-4~
Michael W. Timmons
Metallurgical Services Manager

Page 1 of 1

Madison, Connecticut
Tel. (203) 245-7743
Fax (203) 245-8017

Warren. Pennsylvania
Tel. (814) 726-1988
Fax (814) 726-7850

Sustaining Member

Wifta·:rmtAl.. Jacksonville, Florida
Tel. (904) 359-0747

T1Free (800) 927-3575
Fax (904) 359·0771

Garnerville. New York
Tel. (845) 429-2000

Welder Traininq & Testinq Services
Tel. (716) 831-1404
Fax (716) 831-1408

Buffalo, New York East Syracuse, New York
Tel. (716) 836-0131 Tel. (315) 431·4291
Fax (716) 836-9608 Fax (315) 431-4292

For Job Satisfaction - Think Quality

Amherst New York
Tel. (716) 568-0154
Fax (716) 636-5921
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lity Inspecti , In
Corporate Headquarters

Cathedral Park Tower
37 Franklin Street e Suite 400 .. Buffalo, New York 14202

(716) 853-2611 '" Fax (716) 853-2619
Visit Us At: \NWW.qisLcom EaMail: Buffalo@qisLcom

REPORT No. : 07-65-0185-2

Attn: Arthur Gray
Sure Lines, Inc.
19 Naples Dr.
West Seneca, NY 14224

MECHANICAL TEST REPORT

May 2,2007

Date Submitted:

Sample Submitted:

Objective:

Test Methods:

4/26/2007

One (1) thoroughbred horse rein with sewn-in safety clip.

Tensile load test of safety clip assembly.

Assemblies were loaded in tension on our Tinius-OlsenUniversal Test Machine
SIN 88355 and ultimate load recorder.

ResuJts: Ultimate Load:

Failure Mode:

3501bs.

Safety clip strap stitching

Sincerely,
QUALITY INSPECTION SERVICES, INC.

/y/~~----~
Michael W. Timmons
Metallurgical Services Manager

Page 1 of 1

Madison. Connecticut
Tel. (203) 245-7743
Fax (203) 245-8017

Warren. Pennsylvania
Tel. (814) 726":1988
Fax (814) 726-7850

Sustaining Member

Jacksonville. Florida
Tel. (904) 359-0747

Toll Free (800) 927-3575
Fax (904) 359-0771

Garnerville. New York
Tel. (845) 429-2000

Welder TraininQ & TestinQ Services
Tel. (716) 831-1404
Fax (716) 831-1408

BuffalO. New York East Syracuse. New York
Tel. (716) 836-0131 Tel. (315) 431-4291
Fax (716) 836-9608 Fax (315) 431-4292

For Job Satisfaction - Think Quality

Amherst. New York
Tel. (716) 568-0154
Fax (716) 636-5921
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ervi
Corporate Headquarters

Cathedral Park Tower
37 Franklin Street .. Suite 400 .. Buffalo, New York 14202

(716) 853-2611 .. Fax (716) 853-2619
Visit Us At: www.qisi.com EuMail: Buffalo@qisLcom

REPORT No. : 08-65-0125-1

Attn: Arthur Gray
Gray & Associates Consulting, Inc.
19 Naples Dr.
West Seneca, NY 14224

MECHANICAL TEST REPORT

March 7, 2008

Date Submitted:

Sample Submitted:

Objective:

Test Methods:

4/26/2007

Eight (8) thoroughbred horse reins with sewn-in safety clip.

Tensile load test of safety clip assembly.

Assemblies were loaded in tension on our Instron Universal Test Machine
SIN 2524 and ultimate load recorded.

Results: Rein Sample
No.
1
2
3
4
5
6
T"
8*

* SLI samples

Ultimate Load
(Ibs.)
145
150
143
155
146
132
450
478

Failure Mode

Nylon strap failure
Nylon strap failure
Nylon strap failure
Nylon strap failure
Nylon strap failure
Nylon strap failure
Stitching failure
Nylon strap failure

Note: A photograph of the test set-up is attached.

QUALITY INSPECTION SERVICES, INC.

~",/~
77-h-~~~

Michael W. Timmons
Metallurgical Services Manager

Page 1 of 2

Madison, Connecticut
Tel. (203) 245-7743
Fax (203) 245-8017

Warren, Pennsylvania
Tel. (814) 726-1988
Fax (814) 726-7850

Sustaining Member

W;:"/4,.xg;tg
•

Jacksonville, Florida
Tel. (904) 359-0747

Toll Free (800) 927-3575
Fax (904) 359-0771

Garnerville, New York
Tel. (845) 429-2000

Welder Trainino& Testino Services
Tel. (716) 831-1404
Fax (716) 831-1408

Buffalo, New York East Syracuse, New York
Tel. (716) 836-0131 Tel. (315) 431-4291
Fax (716)836-9608 Fax (315) 431-4292

For Job Satisfaction - Think Quality

Amherst. New York
Tel. (716) 568-0154
Fax (716) 636-5921
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REPORT No. : 08-65-0125-1

YAut b-16

uality Inspecti
Corporate Headquarters

Cathedral Park Tower
37 Franklin Street c Suite 400 " Buffalo, New York 14202

(716) 853-2611 " Fax (716) 853-2619
Visit Us At: www.qisLcom E-Mail: Buffalo@qisLcom

March 7, 2008

TEST SET-UP

Page 2 of 2

Madison, Connecticut
Tel. (203) 245-7743
Fax (203) 245-8017

Warren, Pennsylvania
Tel. (814) 726-1988
Fax (814) 726-7850

Sustaining Member

Jacksonville, Florida
Tel. (904) 359-0747

Toll Free (800) 927-3575
Fax (904) 359-0771

Garnerville, New York
TeL (845) 429-2000

Welder Traininq & Testinq Services
Tel. (716) 831-1404
Fax (716) 831-1408

Buffalo, New York East Syracuse, New York
Tel. (716) 836-0131 Tel. (315) 431-4291
Fax (716) 836-9608 Fax (315) 431-4292

For Job Satisfaction - Think Quality

Amherst, New York
Tel. (716) 568-0154
Fax (716) 636-5921
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Corporate Headquarters
Cathedral Park Tower

37 Franklin Street., Suite 400 ., Buffalo, New York 14202
(716) 853-2611 .. Fax (716) 853-2619

Visit Us At: www.qisi.com E-Mail: Buffalo@qisi.com
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REPORT No. : 08-65-0125-2 March 7, 2008

Attn: Arthur Gray
Gray & Associates Consulting, Inc.
19 Naples Dr.
West Seneca, NY 14224

MECHANICAL TEST REPORT

Date Submitted: 2/15/2008

Sample Submitted: Six (6) thoroughbred horse reins with sewn-in safety clip.

Objective: Tensile load test of leather loop assembly.

Test Methods: Assemblies were loaded in tension on our Instron Universal Test Machine
SIN 2524 and ultimate load recorded.

Results: Rein Sample
No.
1
2
3
4
5
6

Ultimate Load
(Ibs.)
530
685
597
537
526
498

Failure Mode

Leather strap failure
Leather strap failure
Leather strap failure
Leather strap failure
Leather strap failure
Leather strap failure

Note: A photograph of the test set-up is attached.

QUALITY INSPECTION SERVICES, INC.

4L./.-!/~
#7~rr·~~~.

Michael W. Timmons
Metallurgical Services Manager

Page 1 of 2

Madison, Connecticut
Tel. (203) 245-7743
Fax (203) 245-8017

Warren, Pennsylvania
Tel. (814) 726-1988
Fax (814) 726-7850

Sustaining Member

Jacksonville. Florida
Tel. (904) 359-0747

Toll Free (800) 927-3575
Fax (904) 359-0771

Garnerville, New York
Tel. (845) 429-2000

Welder Traininq & Testinq SeNices
Tel. (716) 831-1404
Fax (716) 831-1408

Buffalo. New York East Syracuse. New York
Tel. (716) 836-0131 Tel. (315) 431-4291
Fax (716) 836-9608 Fax (315) 431-4292

For Job Satisfaction - Think Quality

Amherst New York
TeL (716) 568-0154
Fax (716) 636-5921
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erviuality Inspect
Corporate Headquarters

Cathedral Park Tower
37 Franklin Street" Suite 400 .. Buffalo, New York 14202

(716) 853-2611 " Fax (716) 853-2619
Visit Us At: www.qisi.com E-Mail: Buffalo@qisi.com

REPORT No. : 08-65-0125-2 March 7, 2008

TEST SET-UP

Page 2 of 2

Madison, Connecticut
Tel. (203) 245-7743
Fax (203) 245-8017

Warren. Pennsylvania
Tel. (814) 726-1988
Fax (814) 726-7850

Sustaining Member

w..,ta·Xmt4.. Jacksonville, Florida
Tel. (904) 359-0747

Toll Free (800) 927-3575
Fax (904) 359-0771

Garnerville, New York
Tel. (845) 429-2000

Welder Traininq & Testinq Services
Tel. (716) 831-1404
Fax (716) 831-1408

Buffalo. New York East Syracuse, New York
Tel. (716) 836-0131 Tel. (315) 431-4291
Fax (716) 836-9608 Fax (315) 431-4292

For Job Satisfaction - l1tink Quality

Amherst. New York
Tel. (716) 568-0154
Fax (716) 636-5921



PAGE 6-19

Sllre Lines Inem Safety Rein Information
T Ie Contents

• Original safety rein rule draft and notes

• ARCI/lndiana safetyrein thoroughbred and standardbred
role drafta

• Thoroughbred Times article

., Stan Bergst~in article

• Endorsements from industry leaders

• Conventional and safety rein test results and analysis

., Safety rein picture, note the safety hook just above the loop
at the bit
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SAFETY REIN RULE DRAFT

No one will be permitted to exercise, gallop, breeze, work out or other wise
ride a horse at any time on the premises of a State racetrack unless the horse
is equipped with safety reins of a type, style and design approved by the
commission and tested to meet the necessary break load requirements.

All safety reins shall be equipped with a second nylon rein and hook
originally manufactured jnside the rein. The second rein must be anchored
inside, emerge from the rein from under the buckle and hook to the bit.

Similar wording can be applied to a harness role by replacing breeze, gallop,
workout and ride with the appropriate harness terminology; jog, train or
drive..

NOTE: It is important to note that the attorneys 'and insurance
companies I talked to recommended that the safety reins should not
be mandated for racing only. If there is an injury or fatality on the
training track due to a broken rein both the state and racetrack are
liable to be found culpable for not implementing the same safety
measures for the entire facility. The same applies if there is an injury
due to a broken rein at a track in a jurisdiction where the safety reins
not required. The fact that the safety reins are available and not
mandated also leave the state and racetrack open to liability. The
wording specifying a secure secondary attachment to the bit is also
important. Most times the rein fails at the bit. It is rare but if the rein
should happen to fail at the handholds or at any other section of the
rein this wording will protect all from culpability.
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Creating a tier, safer rein
Sure Une's patented safety rein has been hailed by rIders but has encountered resistance from horsemen
by Don Clippinger

IT WAS a death, a horse's death, that propelled Mhur A. Gray to action.
To be sure, the veteran New York harness racing judge had seen plenty of broken leather

in his time on the track. As a young man, he was training a horse at Roosevelt Raceway
when the right-hand line of the horse and driver outside him broke. Gray remembers the
sensation of the horse's head passing over his own as the horse made a sudden left-hand
tum toward the rail.

Gray also remembered an incident at Roosevelt in the early 1980$ when one of the lines
broke on a horse heading for the finish line. The driver quickly stood up on his sulky and
jumped on the horse's back so he could control it and protect his fellow drivers. He was
disqualified from the victory-the driver must be in the bike when crossing the finish line
but the driver may well have saved himself and other drivers and horses from serious
injury.

As a judge, Gray had witnessed three or four incidents a year where leather gave way.
almost always with no warning that the harness lines-the equivalent of reins-were
weakened and ready to snap. J

But the incident that really got to him occurred in 1997 in a $5 J OOO claimer at Buffalo
Raceway. Sequoia Blue Chip's line broke,.and he dumped his driver. A track employee
made a mistake and opened the gate· to the paddock; the gelding cut sharply into the
paddock, ripped open his side on a post, and bled to death. UThat night, 1went home and
started drawing pictures, making a design," Gray said.

Sure Unes Inc.
He wanted to create a harness-racing line that, in cases where the leather broke, the

driver would retain control of the horse. And he accomplished that goal. It was a short step
to Thoroughbred and Quarter Horse racing, and Gray developed a design for a safety rein.
He obtained two patents and with the backing of investors started Sure Lines Inc.

With a product that could save horses and save lives, it would appear that Gray had a
sure winner, and indeed drivers and jockeys strongly support his safety reins and lines. But
it has not been an easy road for Gray, who often becomes frustrated by the inaction of most
regulators and the opposition of horsemen and some tack manufacturers. l'It's such a
simple solution and at a minimal cost" he said. '~I knew it was going to be a bit of a
struggle, but I didn't think it would be the struggle that it has turned out to be.'>

While broken reins are not widely discussed within the sport, the sudden danger to horse
and rider was in the spoUight last October 29 in the Breeders' Cup Juvenile (G1), when
Private Vows rein broke on the backstretch. Fortunately, John Velasquez was able to use
some mane and his remaining rein to guide the colt to the outside and eased him in the
stretch.

Six months earlier, Merrill Gold's right rein broke at the start of Black Eyed Susan Stakes
(G2). Under Edgar Prado, she set the pape under no control or restraint but tired to finish
last of six.
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When he was the national manager of the Jockeys' Guild, John Giovanni took Gray into
the jockeys' room at Saratoga Race Course to discuss the concept of safety reins. "Every
jockey in the room has a story to tell" about broken reins," Gray said.

Chris McCarron, a Racing Hall of Fame jockey who is starting a national jockeys school at
the Kentucky Horse Park. said safety reins would offer significant protection to both jockeys
and exercise riders. "Given a choice between a flak jacket and safety reins, 1would take the
safety reins," he said last month at the Association of Racing Commissioners International's
annual meeting.

A simple concept
Gray's concept was as simple as could be. In essence, he wanted to put a rein inside a

rein. He started out with a thin steel cable that was stitched into the reins or harness lines.
When the cable proved too strong-hamess horses sometimes need to have their tack cut
away when they fall and become tangled-4le switched to a half-inch-wide piece of nylon
that is similar to the material used in nylon reins.

A half-inch of the nylon strip emerges from the leather reins, and it is attached to a clasp
that in turn snaps onto the bit. Until it is needed, the clasp places no pressure on the bit
The nylon membrane runs through the grip of the reins, where weakness in the leather
sometimes can go undetected.

In principle, the safety reins function much Hke safety glass1 where glas8 is fused to a
clear plastic·membrane to keep jt from shattering in case of an accident.

The day after he completed his drawings. Gray contacted his friend Robert Siegelman, a
Meadowlands trainer who helped to develop the safety lines and put them into use under
training and race conditions. The project attracted the attention of brothers Bany and Jeff
Rubenstein, prominent harness owners who became the principal investors in the project.
Gray was granted patents in 1999 and 2004.

The company did little paid marketing, and Gray took a leave of absence from state
employment to promote the product, attending conferences and speaking to industry
groups about his safety product. Although safety reins were enthusiastically endorsed by
jockeys and drivers. they were greeted with silenoo, hostility, or abuse in other corners of
the industry.

True, safety reins cost more than regular leather reins. While traditional reins might cost
$75 to $80, tack manufacturers typically would charge $100 for the safety rains, Gray said.
The additional cost of manufacturing and markup are most of the difference. Gray said Sure
Lines's royalty is $3 to $5 per rein.

GraY1 who takes no salary from Sure Lines and supports himself and his family with
industry consulting work, is frustrated by the slow acceptance of his product and stung by
insinuations that he and his investors are trying to make a financial killing at the expense of
har~-pressedhorsemen.

Profits to charity
Noting that his investors have put up hundreds of thousands of dollars that they may

never recoup" Gray said it was decided early that any profits from the safety reins would be
donated to equine charities. "This is something we said from the start," he said.
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With his regulatory background, Gray knew well how fractious and divided horse racingis l

and he believed the obvious strategy was to have racing commissions make the safety
reins mandatory. He had observed how safety helmets for harness drivers were not
adopted universally until racing commissions--most notably the New Jersey Racing
Commission-mandated their use. For the safety reins to be effective, ueverybody has to be
using them," he said.

Gray said he has spoken twice before the ARCl's model rules committee but has been
unable to persuade the panel to adopt safety reins and lines. IlThey said they wanted an
industry consensus," he said.
With backing from the current Jockeys' Guild administration, Gray and Sure Lines have

made progress toward mandating safety reins and lines in California and Indiana.
California's legislature last year passed a requirement that the Horse Racing Board
conduct an investigation and at least one hearing by July 1 into whether safety reins would
provide greater protection to jockeys and exercise riders.

If the inquiry finds that the reins would improve safety, the Horse Racing Board is required
to adopt a regulation making them mandatory by July 1 J 2007. Although the requirement·
could be phased in t that period cannot exceed 18 months from the adoption of the
regulation.

Earlier this year7 the Indiana Horse Racing Commission approved a safety-rein
requirement. Gray said he spoke at the hearing and heard no objections from horsemen
attending the meeting. However? a torrent of opposition followed the hearing, including a
statement by the Indiana standardbred Association that the rule was unnecessary and
placed an onerous additional expense on horsemen.

Gray agreed that the safety reins should be phased in over an extended period to give
horsemen the opportunity to replace existing tack with safety equipment. "You can't tell
them to change immediately. You don't want to create a financial hardship/' he said.
llWe've urged ·the commissions to set a date a year in the future.'l
Get author description

Subhead
Arthur Gmy took a leave of absence from state employment to promote the product, attending conferences
and speaking to industry groups about his safety product. Although safety reins were enthusiastically
endorsed by jookeys and drivers, they were greeted with sifenoo> hostility.. or abuse in other comers of the
industry.
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A Norlh Dakota home Uainer who struck his head in a faU jn
1999 1M Pmirie Mhdows cfairne in a lawsuit that racetrack
peroonnallet him lie on iho ground for half an hour whll.e they
debated his reselle - a delay that cost him his career.

Douglas Mina~Jawsufit names Polk Courtty and the Racing
Association ofCentrall~,which manages the tmcldn
Altoona. Attorney Tom Flynn said the track wiD fight the
allegations.

Miller feU after a rein snapped on the hOfSe he was riding. His
head slammed into ~ ~n and he suffered permanent brain
da~ ending his career,

Miller's bro.'ttter, Robert,- filed the laws.uft. saying MUleifs
condition prevents him from being sole plaintiff. Th& lawsuit
seeks compe.nsatlon for physical and mental pafn, and loss of
earning capaaw.

Millers lawsuit contends Pmlne MeadDws. should have had an
otrtrider - someone on homebaok ready to assist a stru.ggllng
rider .. OIH:h.Jty.

Prairie Meadows also failed to provide assistance when
ambulance crews were unable to reach MUler - locked entrance
gates delayed MilJets tS8GU8, the taw8utl claims.

The lawsuit also blames the Altoona Fire Department for
oancefing a M~roy Aifr Life flight. "He- could have been
UfeFlighted back to the emergency room trauma canter within
minutes." attorney Gregory Landry said.

Altoona fire omelels saJd they had not !/f3t seen the lawsuit and
could not comment on It

The lawsuit oomes sIX months after a Polk County jUry~arded
a former jockey more than $3 mDUon for her Injuries. In a Prairie
Meadows accident in 1996,

OopyrightO 2001 ~ooiated PM". AJI rlght5 reHrve<f. This. mat8l1al fm)' ootbtt
published. broodcaf/.t. rewsfttGn, orndlabilJut.d.

http;/lwww.bloodhorse.comlviewstory.asp?idet:l2756 2/16/2001



PAGE 6-26

January 16.2001

Lonny Powell
President &. CEO
Association ofRacing Commissioners £ntemational (ARCl)
Two P~()n Centle
2343 Alex:nndrU:l Drive, Suite 200
~xirtgto~ K.Y 40504

I MU\t'ed to express my support cf the SUIe Line lines/reins. ) have providro the product to
me,mbel$ of the AQHA Profe.uianal Horsemen'sAssoclation - Racing Divisioo) including P'at
Swan who is manied to Tomey Swan. President of The Jockey's Guild. 1have s.poken to these
horsam.enand wom.en regarding its potential Wiefu!neSls. The tet1Cuon I have .treC6tVW b.as been
positive as a way to ensure ronnnued safety on the racetrack and avoid potential sirourions from
ooouaing'.

Art Grayhos worked twd to explain the rn.any benefits of the S~ Lines lineslteins an(i at) a
,former horsemen and racing official is able to effectively convey the usefulness oft:he produol-

I would hope that Ref would see the value of the Sure Lines product as well.

?Z
inc

~,
• Pick

cc: Art Oray:» Suce Lines
Frank Lamb, NAPRA

P. o. Bt>x 200 ll!l Am~rlUo, TCXWi • 7q l6R
t600 Quart:erHl~ ()riv~ Gl AmMlllo, T~x~.s III 19 t01

(806) 176 A 4811
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NEW YORK 'l'HOROUGHBRED HORSEMEN"S ASSOCLATION~ JNC_

February 2" 2002

~
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ML Lonny Powell
President and CEO
Association OfR.aciu~

Commissioners InteroJa(JoJldI. h~_

2343 Alexandria Drive, Suite 200
Lexington, KY 40504-3276

~ :;aJety ofhu..rs~~" ~.Iu£IJr~lCh \!V(HKers. and jockeys I.S \f~r)·

Important to the NYTHA and all horsemen in New Yark. Some
of our members have tried the safety reins made by Sure Lines

. lnc.;; and have given U5 positive ~dback.

While die N1fTHA does not, as a rule, endOnlie products... it
wd. back any product that will increase ~ety and performance in
&he thoroughbred industry. [fyou have :aoy further questions on
lhis matl.er,,·pJease contact me at the numbeni listed below.

I J'(;;-~ - / ~
L"
Dennis J0 da
Vice President
NYTHA

r.u. Bvx 1 JOO](j ~ JA.~JLA. NbW YOAA II""} 1

"'~CUlll.' U U) 14g..)()4~ . t-A" t IlS)M~tJ4J' "'8~r (.$16) 4S8-.z331" fAA.: (5L6-) 4lttit-16~& • S-A.IVdUUA {} L.I£} ~E-f ~
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Ii! N Till" T A. I N MIEN T

October 23, 2001

Mr. Terry Stone:
Deputy Director,
Onmrio Racing Commission
91h Floor
20 Dllnda$ Street West
Toronto, Ontario
MSG2C2

1write to endorse the concept ofsafety Ji~ for Thoroughbred and Surndardbred racing in tile
province ofOntario. I have seen one product in particular.. S'~ Li.nes, and its hook,..up is
excellent at helping to prevent either a tine tOT rein nom comint loose orbreaking.

Safety ofthe race participants is ofutmost concern to Woodbine Enrertaimncnt and we would
hope the Commimon would look seriously at the meriu ofthe use oftms equipment.

Sincerely~

Hugh M. Mitchell
Sr. Vice President. Racing

HMMh:m

WOODfUHE i!NTERTAU~JWlENTGAOUP
,S$ Rex~ Sht••df/Watd. P.O. Bolt tH l'ormatf;li OOtllJ'le> Canada MfIW 5tZ
Tel: ...hHi1S-399) fit}C; 41"'2t~.2!'2G 'lMNw.Wl)OdbJn.e~m~rt.lnment.com

~
'WOODBINE..

~
MOHAWK.

"'*TOTAL PAGE.02 **



PAGE 6-29

ff N T e R TAt N M Ii: N T

JanlWy 2lv 2002

Mr. Lt>ooy Powell
President & CEO
Association ofRacing Commission~ International (ARCl)
Two Paragon Centre
2343 Alexandria Drive, Suite 200
Lexington, Kentucky
40504

DearMr. Powell

I write endorsing the use of the Sure Lines as a safety feature on equipment used for both
Thomughbred and Stanrhrdb:red race ho.res~ The product offclll a new standard ofsafety for
jockeys and drivers which should be we]coD,lOO by the racing industry.

I trust that the ARCI win see the merits ()f the Sure Lines and look favoura.bly on their use.

HUgh M. Mitchell
Sr. Vice President .. Racing

ce: A. Gray - Sure Lines

WOODBJNlfii ENTI!RTA'NMf:r,lT GROUP
ss~ bJC48N Baul~J'd lPQO' BOlt l56 TOfOllio Ontario Ciln~ 1VJ9W Su
Tel: 416-&7$.039&» Fall ""(i,~'3·2U6 www.WoodbmeEntertiillhlm~J)l.com

~
WOODS.HE.

~.
MOI-IAWK.

>\l;»: TOTRL MOE. 02 **
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DANmLCOOON
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Charles Coon Sons, Inc.-----------
1hJck Consultcmts

lonny Powell
President & CEO
Association of Racing CQromislioners International (ARC!)
Two Paragon Center
2343 Alexandria Drive. Suite 200
LeXlngtonli Kentuoky 40504

Mr. Po\Nel1:

GREGORY COON
200 ~ro.b${la"d Circle W.
Longw'OolL ttl J:277D·S608
4D7·S6'9-i'tH9/fllK 107.0899-6905

On behalfofChanes £!. Coon & SonSi (Chuck. Greg and Dan) twould like to take
this opportunity to make YOU aware of our support for a system of safety
UnesJreins being coOOidered bV inl1ustly leaders.

Our primary busineas is the design, cons.tructi.on Md maintenanot of racetracks
for thoroughbred 81\d standardbred hOra&s. Our first concern ~ for the safety of
the athletes, both humao and equine..

Tile Coon family has over 60 ye.a~ of experience starting harness races~ In that
Ome. we hiW& experienced the danger inhemntwhen a horse breaks a line
behind the $larting gak'. Personally, I can think of nothing more dangerous than
• horae With B human passenger Who cannot steer his mount.

As. lifelong proponents. af safety. YII6 at Charlea E. Coon & Sons ~upport the
implemeolaUon of a safety line/rein eystem.

Sincerely.
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Safety Rein Test Analysis

Buffalo Testing Laboratories Inc. May 1999
These test were conducted when we initially starting developing the
safety rein. Both Thoroughbred and Standardbred reins were tested..
The a) tests were to determine the break load of the safety hooks and
black fishing lin.e that we originally attempted to use.
The b) tests were to determine the weakest point of the rein" Results
indicated that the loop at the bit was the weakest point in both the types
ofrein with a break load of approximately 4251bs.

ASTBIAnalytical Services IDe.. April 2002
These tests were performed when we determined that the 6001b break
load for the safety hooks was too strong.. We changed to a safety hook
with a 5001b~ break load" These reins were manufactured with the steel
cable to anchor the safety hooks.
The Set "A" results indicated a consistent break load of approximately
506 Ibs. These were leather reins.
The Set "'B~) tests were on nylon reins.. The results indicated that the
nylon material started but did not completely fail 4401bs. The safety
hooks started to open at approximately 4901bs.

Quality Inspection Services Inc. May 2005
These tests were on the reins as they are made today.. There was concern
that using the steel cable to anchor the safety hook could be a problem..
We replaced the steel cable with a half inch piece ofnylon consistent
with the bulk and strength used in manufacturing conventional nylon
reins. Results indicate that break load for both the nylon and leather
reins is reduced to an average break load of 460Ibs., approximately 35
lbs. stronger than conventional reins..

Summary: The average break load ofthe safety rein is stronger than the
conventional reins used today~ But not too strong as to prevent the rein
[Tom breaking when required.
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CHEMISTS· METALLURG4$TS

Report No. 7241

BIOLOGISTS - ENGINEERS

Buffalo. NY 14216-1495

FAX (716) tn:{·9H14

Page 2

Sample No~ 1:Manufactured Sulky Bridle - Clear Fisbing Line.

a)

b.)

Hook:fuiled at 620 lbs.
tIM

Leather loop failed at eyelet in bucklea~ lbs.

,/

Sample NOb 2:Hand made Sulky Bridle ... Black Fishing Line

a.) Black line failed at 360 Ibs.

b.) Leather loop fuiled at eyelet in buckle at 425 Ibs.

Sample No.. 3:Thoroughbred Bridle - Black Fishing Line. Gripped On
Rubber Section.

a.) Black line failed at 380 lbs.

b.) Leather loop failed at eyelet in buckle at 415 Ibs.

TBSTIN~:ORIES' INC.

~-u1~L'
AN ENIS KENNETH G. KOLACKI

TALLURGICAL ENGINEER ~TALLURGIST
}
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RVIAILYI , I
4027 New Castle Avenue, New Castle, DE 19720 <> Phone: (302) 571-8882 "<> Fax.: (302) 571-0582

Aprfl 1R 2002

Sure LInes, Inc.
19 Naples Drive
WerlSeneca, NY 14224

Aft: Mr. Arthur A, Gray
President

Genflemen:

RE: Testing of Sure tine Produots
ASTB/AS P. #1235-722; LR. #31071

Pursuant to your recent request, A'!:fB/AS received and 'fested 'two (2) SUREL1NE safety
rein/line assemblies for Ultimate sirength determlnatjons. described as foltows:

58 uA11 li9ht Tan Laaih61IRed Rubber Reins

Black Nylon/Red Rubber Reins

These reIn assemblies were tested in triplicate, with fhe following results:

SET UA" SET IIB·'

Peck/Breaking load, Ibs 506,509,507 485,440,496

Test Observations Snap Hooks: Deform Nyloh Loop/Snap Hooks folled

The actual test sets ar$ being returned under separate cover for your review.

Respectfully SUbmitted.

ASIB!ANALYllCAL SERVICES, INC.

1:/t;/~1J~~§'
F. Wanzen~, P.E. t7 I",
AnatyttcQI DJvlslon

A,-./~~$ '.,
V. Morfor::)~ot'"Ph.D.
Technical Director

FWNM/dd
Ene.
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REPORT No. : 8$-2042

AttJl Arthur Gray
SUre Lines, Inc.
19 Naples Dr.
West Seneoa, NY 14224

MECHANICAL TEST RePORT

Dale Submitted: 513/05

Sample Submitted: Four (4) thoroughbred reins with sewn-in safety clips.

Objective: Tensile load test of safety clip assembly.

May 9,2005

Test Methods~ Assemblies were loaded in tenE;ion on our Tinlus-Olsen Universal Test Machine
SIN 86355 and ultimate load recorder.

Assembly Ultimate Load FaIlure Mode
No. Ibs.

Nylon #1 490 Bending of clip m~tal

Nylon tf2 430 Bending of clip metal

Leather #1 460 Bending of clip met~t

Leather #2 4BO Bending or clip metal

Sincereky.
QUALITY INSPECTION SERVICES, INC.

p1YA/~~~;;~~ ..._,__ :.~
Michael W. Timmons
MetaUurgical $ef\llces Manager

Madison. C<lnneclicul
Tel. (203) 245-7743
Fax (203~ 2.45-8017

warren.. Pennsylvania
Tel. <8.14) 1J6..19S6
Fax{8t4}72e-7eSO

W~lder Trainlnp & Tesbna 50MceA
Tel. (716) 831-1404
FE\){ (716) 831-1406

Buffalo. NewYotk Eafil SVl'8cuse. New YOrk
Tel (716) 836-Q131 T.e\. (315)431-4291
FaK 171tn 836>$60& Fax (315\431-4292

For Job Sotisfltdion ~ Think Qualit;J

Page 1 of 1

J41c/tsolwille. florida
Tel. /91'J4) 359-0747

roD Ftea (SOD) 921..J51!>
Fax 1004] :;'59-0771

Garnervi~. Hew"lOJk
Tel. eM5) 429-2000

A.rnhetst. Naw YOrk
T~. (n~ 56l:r01S4
Faxa1~) ~~IHi§92i
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M~wUulf.b.~

Giantll~

(amtiPr;ntD1 Alrlfnes J\.n:mI

MoWl!llJlI111rm.bce~

llClllrd\V1JJk Oatl
A1~ al'}' Gometttif,llli Cillllrel'

Th't Wlklw~eon".nClon Ot!nter

January 14, 2002

Lonny Powell
President & CEO
Association of Racing Commissioners Intern,ational (ARCI)
Two Paragon Centre
2343 Alexandria Drive, Suite 200
Lexington, KY 40504

Dear Lonny,

I wanted to express my .support ofthe Sure Line lineslreinsa I have seen the product in use at
the Meadowlands R8cetrack arid have spoken to many horsem~regarding its Potential usefulness.
The reaction I have received has been. positive as a way to ensure continued safety on the racetrack and
avoid potential dangerous situations from OCcurring9

Art Gray has worked hard to explain the many benefits ofthe Sure Lines lineslreins·and as a
fanner horsemen and racing official is able to effectively convey the usefulness ofthe product.

I would hope that ARCI would see the value ofthe Sure Lines product as well.

Copy to: A. Gray) Sure Lines
Fa Zanzuccki, NJRC
B. Plasteris, NJRC
B. Garland

Sent via faxle=-mail and regular mail
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212-972-1630 LONDON FISCHER LLP

ONDQN F:rSCHER LLP
59 MArDG:M LANe

N!;w YOl=ut, N£w YORK' C'03e

September 18,2002
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FJelCSI.Mll.,£:

l~tii:} 972 0 1030

Mr. Norman Barron
Chairman, Safety Committee
Ohio State Racing Q:l.mtUission
77 S. High Street
Columbus:, Ohio 43266

Dear Chairman Barron:

By way of introduction, 1am a .tong term insurance defense attorney specializing in
equine related liability oases, including those cases whleb. involve personal injuries and acc-idents
occurring La horse races and trainhl.g. I am therefore,. taking this opportunity t<:l endorse tbe
safety lines and reins designed by Sure Lines, Inc.

Insurmce companies -recognfize that horse racing, in general, oan be a 'Very dangerous
acti.vity. Anymeasure we~ implement to proteet OW" groom$, trRiner~ drive!'Sl' jOCkeYS1
exet"cise ridem and horses shoul~ therefo:re, be vigorously pursued. It is my considered view
that the Sure Lines l> $afety lines. and. reins will provide an increased meast11"& ofsafety for the
human and equine athletes in all f.acets ofracing and training by eliminating one ()! the more
dang~ooa situations on the ract'?traek.

As evidenced by the present wo4ker$~ compensation crisis~ insurOl'S are certainly
concerned about bor:seracmg's level offooU8 on safety, A ~oncerted effort and renewed focus on
saf'etyprocedures, policies, regulations and equipment would send a clear message to the
insurers that the sport is concerned about safety as well.. Additional safety measures such as the
mandated use ofSure Lines' safety lines an.d :reins should also have a positive long-term effect
on fulJJJ'e premium raMs as accidents under these citcumstanees will be eliminated, or at the very
lea&~ ~ficantly reduced.

The Safety Committee of the Ohio State Racing CommissiOJl, under your leadership,
Mould'be commended. for its progressive pQsitio.n on saf-ety. I sincerely hope that for the benefit
ofall in (!icing you will c.onsid~ mandating this ptQduct as part of your progressive position on
safety.



09(18/2002 13:84 212-972-1630 LONDON FJ SQ1ER LLP

PAGE 6-37

Mr. Norman Barron
O1a~ Safety CQrrmrittec
Seprember.181' 2002
Page 2

I appreciate your time and oolJ.sideration.

VJ:.rY truly yours,

LONDONFISCHER LLP

~ ()~
Harvey A. Fciutueh

1,ONDOl-f FISCHER Lt.P
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Lisa and Brian Peck

RE: Testing of Reinforced Reins
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Geotechnical Engineering
Materials Testing

Construction QA/QC

December 16th
, 2006

Lisa and Brian,

In accordance with your request, I have comple~ed the initial testing of the reinforced reins. This

letter will summarize the purpose, description of reins, process, and results of this testing.

PURPOSE

Several weeks ago, you contacted me to determine if a test method could be developed to determine

the strength of a horse rein that had been reinforced with parachute cords. It is my understanding

that the purpose ofthe parachute cords is to provide a backup for the jockey if the leather in the rein

breaks or fails, then the parachute cord will remain intact so the jockey has something to hold on to

so control of the horse can be maintained to guide both the horse and jockey to safety.

DESCRIPTION OF REINS

At the time of our initial meeting, you provided several samples of un-reinforced reins that are

currently in use, as well as samples of your new reinforced rein. The un-reinforced reins are made of

leather with rubber grips and are 1 inch wide. The new reinforced rein is also leather with rubber

grips, is 1 inch wide, and reinforced with paraphute cord. The parachute cord is embedded in the

leather and starts at the loop end of the rein and runs down the entire length of the rubber grip and it

stops at this point. The remaining part of the rein contains no reinforcing. On a subsequent visit,

you brought another group of reinforced reins which were identical to the previous samples; however

they were ~ of an inch wide. The 3 reins are shown in Figure 1, with the un-reinforced rein on the

top, the 1 inch reinforced rein in the middle, and the 3;4 inch reinforced rein on the bottom.

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu



Figure 1 - Close-up of the 3 Reins Tested

TEST PROCESS

The project started with research into whether or not a current standard test method exists for the

analysis of reins. Since no standard test method was found, it was necessary to develop a reliable and

repeatable method to determine the ultimate tensile strength of the reins. Further research was

performed into the process used to test safety straps and climbing harnesses and aspects of these

different existing methods were combined in the development of the method used to test the reins. The

difficulty in performing this test is how to "grab" the rein without tearing the material or creating stress

concentrations that would have an adverse impact on the final results. The method developed to test the

reins was to create 2 brackets that would hold a piston horizontally such that the ends of each rein could

be wrapped around the piston and clamped so that enough friction would be developed to allow the reins

to be pulled to failure. To pull the reins, one of the brackets was mounted to the floor, and the other was

mounted to an MTS actuator capable of pulling a maximum force of 50,000 pounds. The actuator is

computer controlled so that load and deflection readings can be taken during the test. Figure 2 below

shows a close up of the brackets and a view of the entire test setup.

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu



Testing ofReinforced and Un-Reinforced Reins
Matthew A. Dettman, P.E.
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December 16th
, 2005 I

Figure 2 - Brackets and Test Frame Setup

As the purpose of the rein testing was to determine if the parachute cords would remain in-tact after the

leather failed, the reins were tested entirely in the reinforced section to determine both the overall

strength of the rein and to see if the cord would remain in-tact such that the jockey could hold the cord

and guide the horse to safety. To perform this test, the loop-end of the rein was attached to piston of the

upper test bracket, which is affixed to the MTS actuator, and the lower portion of the rein was wrapped

around the piston of the lower test bracket, as shown in Figure 3 below. Once the rein was fully

secured, the MTS actuator pulled the rein to failure recording both tensile load and deflection during the

test. Figure 4 shows a close-up of a rein after the test was completed.

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu



Testing ofReinforced and Un-Reinforced Reins
Matthew A. Dettman, P.E.

Figure 3 - Rein in the Test Setup

Figure 4 - Failed Rein
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Decembe; j6tJ~ '2005 1

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu



TEST RESULTS

A series of tests was performed on each of the 3 types of reins. Several tests were run to test the

brackets and MTS actuator in order to determine the best process that was repeatable and that

provided consistent results. As stated above, each rein was tested to failure and the failure load was

recorded for each test. For the reinforced reins, the tests revealed 2 separate and distinct failure loads

recorded during the test. The first failure load recorded was the load at which the leather failed and

the second failure load was the load at which the parachute cord failed. Based on these observations,

it appears that once the leather fails, the parachute cord does in fact remain intact. When the

parachute cord does fail, it typically does not break, but it pulls loose from its sewn connection at the

base of the rubber grip. In none of the tests did the cord pull loose from the looped end of the rein.

The table below shows the average results from testing. For the reinforced reins, both the leather

failure and the cord failure results are shown.

Un-Reinforced Reinforced Rein Reinforced Rein
Rein 1 inch width % inch width

1 inch width
Leather Failure Leather Failure Cord Failure Leather Failure Cord Failure

(Ibs) (Ibs) (Ibs) (Ibs) (Ibs)
500 1130 840 1000 770

While this data represents a fairly small sampling of reins, the results were very consistent and did

not show a very wide spread of data. In other words, most of the reinforced 1 inch reins broke within

about two hundred pounds of the average value with only a couple "flyers", or reins that broke either

much higher or much lower than the average. The same can be said for the un-reinforced reins and

the % inch reinforced reins.

At this point I am very confident that the test method developed is sound and will work for all

similar reins. I would recommend another round of testing now that all of the "kinks" have been

worked out of the system and the focus can be solely on the results as the testing process is

established.

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu



Please let me know if you have any questions regarding this report. I have several more pictures as

well as video clips of the testing process., If you are interested in doing any more testing of reins, I

would recommend a sample of 10 reins for each type to be tested. I am confident that the procedure

is sound and any future testing would simply be to put the rein in the machine and test it. I don't see

any more "kinks" in the system so the testing should go very quickly. I have really enjoyed working

on this project and hope to do some more testing soon.

Sincerely,

Matthew A. Dettman,P.E.

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu
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Geotechnical EngineeJl1lJlJit;
Materials Testing

Construction QA/QC

June 15th 2007,

RE: Supplemental Report: Testing of Reinforced Reins

Lisa and Brian,

In accordance with your request, I have completed the second round oftesting of your 1 inch reinforced

reins. This letter will summarize the results ofthe testing. Please note that the reins and the process are

identical to that described in my report dated December 6th
, 2006.

PURPOSE

The purpose ofthis second round oftesting was to verify the results ofthe initial testing to determine the

consistency of the testing procedure as well as to serve as a quality control measure of your rein

manufacturing process to see ifthe reins test the same over a period oftime. In addition to the testing of

the 1 inch reinforced reins, a sample of 1 inch reins were manufactured by you in the identical fashion as

the reinforced reins except that the reinforcing was omitted. The purpose ofthis testing was to compare

your reinforced reins to un-reinforced reins. In the first round oftesting, un-reinforced reins were tested;

however they were manufactured by a separate company. The goal here was simply to compare the

results of the 2 reins with everything being identical except for the reinforcement.

TEST RESULTS

In this round oftesting, 10 reinforced reins and 4 un-reinforced reins were tested in the identical fashion

as the first series oftesting. For all intents and purposes, the results ofthe testing for the reinforced reins

were the same as the first series oftests in both failure mode and load at failure. In the failure mode, two

distinct failure points were noted with the first failure being that ofthe leather portion ofthe rein and the

second being that of the reinforcement. The failure mode of the un-reinforced reins resulted in one

failure point, which was of course expected.

The table below shows the average results from testing. For the reinforced reins, both the leather failure

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102'

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu
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and the cord failure results are shown. Results from the first round of testing are shown in parenthesis

below the current results.

Un-Reinforced Reinforced Rein
Rein 1 inch width

1 inch width
Leather Failure Leather Failure Cord Failure

(ibs) (ibs) (ibs)
493 1145 873

(500) (1130) (840)
The results of the current testing show a high correlation with the initial testing which is a good

indication that the testing method is sound and that the rein manufacturing process is consistent and

reliable.

It should be noted that in the first round of testing there were a couple of "flyers", or reins that failed

more than 20% over or under the average. This round oftesting had one reinforced rein outoften that I

considered a "flyer". This rein failed approximately 30% below average in both leather and cord, but

still well above the strength of the un-reinforced rein. It is my opinion that this type of result is to be

expected ofa product that is manufactured by hand using a natural material such as leather. In addition,

I believe the results show that these reins are very consistent in strength and quality, and even the "worst

case" failure is still capable of providing the intended safety of the jockey.

In conclusion, I believe that based on the two rounds of rein testing, that the test method I have

developed is sound, reliable, and repeatable and that the reins developed by Lisa and Brian Peck will

provide a reliable back-up system for the jockey such that in the event that the leather rein fails due to

excessive use, weathering, sudden high tensile load, or any other event that could cause the leather to

fail, the parachute cord will remain in-tact allowing the jockey an opportunity to regain control of the

horse guide it to safety. If you have any questions or comments, please don't hesitate to contact me.

Sincerely,

.
./J..........•........•.~>....•........
'~

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettnlan@wku.edu



Matthew A. Dettman, P.E.

Contact Information:
Matthew A. Dettman, P.E. PO Box 1577 Bowling Green, KY 42102

Office) 270-745-2462 Mobile) 270-991-4814 email) matthew.dettman@wku.edu
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Opposition to Mandatory Safety Reins

I am Dwayne Rhule, 1st Vice President of the ISA. Currently I hold an owner, trainer, and

qualifier license for harness horses.

FOR THE RECORD:

Thank you Madame Chair and Commissioners for the opportunity to speak on this important

matter concerning the "Safety Reins" issue. I am aware of the 20 minute time limitation. I will be

speaking on behalf of the Standardbred, Thoroughbred, and Quarter Horse associations. Nat Hill IV,

DVM will also speak within this allotted time frame regarding the "Safety Reins." We had originally

requested that four of our leading harness manufacturers and suppliers be allowed to speak as well.

Unfortunately, our time restraint will not allow everyone who has now gained knowledge on the "safety

reins proposal" the opportunity to share their opposing concerns of the mandatory rilling.

Madame Chair, your letter dated May 16, 2006 stands correct that the Thoroughbred and Quarter

Horse associations were in opposition to mandatory safety reins at the previous meetings. The ISA did

submit aletter dated November 18,2005 that we were not opposing mandatory "safety reins." However,

if you would refer back to that letter it also stated that "Although possibly erroring on the side of caution,

rather than to expose the horsemen to harm, the ISA agrees to support the safety rein requirement." .No

one at that time within the ISA Board of Directors had any real experiences with the "Sure Lines" product.

Around mid-November 2005, I placed in service two sets of "Sure Lines" purchased through Tim

Konkle's magazine, Hoosier Horse Review. My. Konkle had written and published a personal

endorsement of the product for "Sure Lines." Shortly after the November 18,2005 letter the ISA became

deeply involved with the "Integrity '06 Proposal."

At the January 24, 2006 IHRC meeting Sure-Lines and the Jockey's Guild presented the "Safety

Reins" proposal to the commission. Myself and other guests present at the meeting found it difficult to

hear all of the comments and inter personal conversations of the IHRC persons and presen~ers. To speak

or :make objections at the time woilld not have been beneficial to us due to the lack of knowledge of the

proceedings for the promotion of the "Sure Lines" product. After the meeting the 3 horse breeds
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requested a copy of the transcript from the January 24, 2006 meeting. Upon reviewing the transcript the

ISA Board of Directors voted to OPPOSE MANDATORY "SAFETY REINS." A letter was then

drafted dated February 18,2006 and forwarded to the lliRC. We realized the commission had moved to

some degree on this matter but had not yet adopted or drafted a rule mandating "safety reins." We

requested an opportunity to highlight our concerns to the commission before a decision was made to adopt

~~Safety Reins" as a mandatory rule. Thank you again for this opportunity.
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According to the transcript from January 24th
, page 55 lines 17 through 25. Mr. Gorajec stated,

"Well, my opinion is that if the Commission feels that the safety reins are a SUPERIOR PRODUCT, then

the route to go is to mandate them. Quite frankly, they are kind of optional right now. My thought and

I'm sure horsemen will have an opportunity to rebut me, but I think unless it's mandatory, I don't believe

a lot of horsemen are going to opt for it because of the additional cost." It is the ISA's conclusion after in

depth research that the "Sure Lines Product" is NOT A SUPERIOR PRODUCT! Additional cost is a

factor, but is not the major concern for opposing the mandating of "Safety Reins." Our concerns are

qualitx, necessitx, proposed endorsements, and cost of the "Sure Lines" product.

Now let's look at "'Sure Lines" after 6 months of use. (Line #1) Th~ cable is frayed; (Line #2)

nylon strapping is coming apart at the buckle area. I took these out of use after only 6 months. (Line # 3)

Here a regular set of lines with 2 years of use that appear acceptable for a race. (Line #4) Here is 2

regular sets of lines with 5 or more years of use still in acceptable condition. "Sure Lines" contends that

this product is under their close supervision and quality control. Why should the commission feel this

product is superior to present market equipment?

Big Dee's is the largest supplier of harness equipment in North America They sold or gave away

for promotion 24 sets in 5 years of the "safety reins,'" while selling 13,163 sets of other lines on the

market. Once again the concern of '''safety reins" being a SUPERIOR product is questionable.

We have consulted with our membership including drivers and trainers. I have here a signed

petition of 100 Standardbred drivers and trainers currently racing at Hoosier Park who OPPOSE

MANDATORY "SAFETY REINS." This list of names includes Indiana's top trainers and drivers.

Their names can be found on the back of the race program listed under "LEADING DRIVERS~' and

"LEADING TRAINERS." They hold first hand knowledge of our safety concerns for racing in the state

of Indiana. For horsemen this is their business, income, and life at stake when sending a horse out onto

the racetrack Therefore, safety is at their forefront. After discussing with them the Commission's idea to

mandate "safety reins" for the state of Indiana, many of them were more than eager to sign the petition to

oppose a mandatory rwe for "safety reins." This is just a small representation of the horsemen for the
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state of lndiana. Keep in mind that the petition was signed by horsemen within 2 hours on one given race

evening ending the petition· at 100 trainers and drivers. Many more signatures could be gathered if need

be. In addition to their signature many of the trainers and drivers who signed noted actually using ~e

"Safety Reins.~' However, they do not believe the "safety reins" are a proven SUPERIOR product that

warrants a mandatory ruling.

This leads us into the necessity of "Safety Reins." I asked Joe Gorajec if I could speak to the judge

about the "safety reins". He said it was okay. I have no intention of placing the Judges in an awkward

position. I did not ask them their opinion on the reins. I simply asked the following questions "Tim

Schmi~, do we have a crisis on our hands concerning broken lines?" Tim responded, "We do not have a

problem with broken lines"" I then asked, "Tim, what equipment malfunctions have you seen at Hoosier

Park and Indiana Downs during your tenure?" His reply, "One broken line 2 feet from the buckle area. It

was a dry rotted leather line. The trainer was fined $300 and placed on probation.~' I proceeded to ask,

"Tim, throughout your career as an Official Racing Steward, how many horses have you started that have

had broken equipment relating to the reins?" Tim responded with "1 broken bit, 5 reins hot buckled, and 1

rein broken in the middle of the line as mentioned previously." I then asked Tim "how many horses have

you started in your 20 plus year career where you had made these observations?" His reply, "1 have

started an estimated 1,100,000 horses," I then asked him "Would reins constructed like the 'Sure Lines'

product help this proposed safety issue?" His response was ''No, why would a person hook a second hook

when they did not buckle the line in the first place."

Please take a look at the February 2006 issue of the Hoof Beats magazine that has been provided

to you. The top 21 Standardbred horses in North America are shown here without use of the safety reins.

Is there a demonstrated need for safety reins? According to data that we have researched, this issue does

not merit the need for safety reins. The same statement can be made for the Thoroughbred Times

magazine (Handout Copies).

Furthermore~ according to the transcript from January 24th
, page 42 lines 8 through 22. Art Gray

stated "Now, on the safety rein issue, we are here today because of the need to protect the riders and the
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horse and the integrity of the betting; public in horse racing. Throughout the industry, llil you Know, times

have pfogressed, certain safety measures have increased. And for the health and safety of riders and

horses also, we are proposing from the Guild the use of safety reins. We have had an - I will just quote a

couple of incidences. In the Black-Eyed Susan this year, Edgar Prado's horse broke a rein. He could not

ride his horse out. He was one of the choices. Of course, it was detrimental to the betting public. He

couldn't finish on his horse to a placing that the horse could have gained."

I have here a picture of the photo finish from the 2006 Kentucky Derby Winner Barbaro, with

jockey Edgar Prado (who Art Gray referred to in the January Transcript). Please take notice that in

this picture Edgar Prado was not using safety reins. This leads us to question his assurance of safety lines

having the SUPERIOR QUALITY that would ensure his safety, By not using "safety reins" during

North America's largest most publicized and wagered upon horse racing event it appears that there is not

an emergency need for "Safety Reins?" Furthermore, this picture of the 2006 Preakness winner also does

not show use of safety reins.

The VSTA was approached for their endorsement of "Sure Lines," and they did NOT provide it

per Mr. Hastings, head of regulations. The V.S.T.A. is the regulatory body of our Standardbred business.

You also have a letter in your packet from an outstanding director of the V.S.T.A., Jerry Landess, not

wanting mandatory "safety reins." He has over 60 plus years in the Horse Racing Industry, in which his

opinion should hold value. You also have a letter from Doug Ackerman, with over 60 years as well in the

industry and one of the top horsemen in North America who is from Indiana. These examples should all

hold a high luerit as excellent testimony opposing the necessity of "Safety Reins."

To the best of our knowledge no Indiana horse owner, trainer, driver, except Tim Konkle has asked

for this product to be mandatory. Here in Indiana we are competing within our own jurisdiction. As noted

previously, there does not appear to be a need for mandatory "safety reins" within our jurisdiction. We

need to keep the focus on our needs here currently in the Horse Racing Industry of Indiana.

As for the cost factor, all three breeds are looking at a cost totaling well over $200,000 to owners,

trainers, and drivers. This figure is calculated as a beginning figure for a mandatory ruling.
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Safety Precautions to Consider:

Has this issue ever been brought to our trainers or Paddock Judges attention that they were not fulfilling
their duties according to the lliRC Rule Book?

6) Current IHRC Rille - Paddock Judge Responsibilities; inspection of horses for changes of
equipment, broken or faulty equipment~ and head numbers.

6) Current fiRC Rule Trainer responsibilities; ensuring that his or her horse are properly shod,
bandaged, and equipped.

If we have a perceived problem why have we not seen some kind of communication from the

IHRC before now? Mandatory safety reins is a drastic first communication with the horsemen,

I conducted a tilue and motion research study at Hoosier Park and Indiana Downs this past month

of May. In short version Jockey's never looked at or touched the reins of their horses until they are asked

to mount the horse, Jockey's have anywhere from 6 Y2 to 8 minutes of idle time. Minor variations can

occur. After observing numerous races in the paddock I could not understand how anyone could mount a

horse and not check over his or her reins. Chief Steward said, '~e had 2 broken reins in the last 2 years,

but no conclusive data as to the cause of the broken reins."

As for the Standardbred drivers at Hoosier Park they have at least 3 to 8 minutes of time to look

over a horse. Normally most drivers took about 2 minutes to look over reins and other equipment. The

majority did a good job of reviewing their horses programmed to drive prior to leaving the paddock for the

race.
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A SOLUTIONI

All accidents have a root cause. Root causes here are lack of inspection by users such as jockey's,

drivers, and trainers. I can provide you with more detail later, but briefly this is what the ISA proposes.

This simple solution would not cause additional financial burden to the owners, trainers, and drivers of

Indiana. When horses are being prepared to race in the paddock, the paddock judge makes a call over the

loud speaker to the trainers and grooms to check their reins. When the paddock judge calls for the horses

to be hooked to the race bike, he once again makes a call for fue reins to be checked. This would involve

the trainer and groom checking to make sure the reins are fastened properly and are in a ra-cable condition.

Then as drivers and jockeys are called to mount their horses fuey are reminded over the loud speaker by

the paddock judge to check their reins to ensure proper racable condition. This ~pe of safety precaution

can be conducted within 30 seconds. If more time permitted I could give you a detailed description of

how the safety check could be performed. If there is reins or any type of questionable equipment

malfunction the paddock judge already at both racetracks has stored extra equipment available for such

emergency situations. This is a repetitive process that becomes second nature. It will be low cost but

highly effective in the prevention phase.

In conclusion, the Standardbred, Thoroughbred, and Quarter Horse Associations hereby oppose a
mandatory ruling for "Safety Reins.." Please take into serious consideration this presentation before
making a crucial judgment of mandatory "Safety Reins.." Our research proves that "Safety Reins"
do not pC)ssess SUPERIOR QUALITY, that Indiana has not previously demonstrated a need for this
emergency safety precaution, nor does mandatory "Safety Reins" support the best interest of our
Indiana Horse Racing Industry leaders or the general population of horsemen. (Give out the main
points of this presentation.)

Thank you for your time, Dwayne Rhule, ISA 1st Vice President
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STAFFANALYSIS
DISCUSSION BY THE BOARD Rl;GARDING THE REPORT

FROM INDUSTRY REPRESENTATIVES CONCERNING
THE OPEN ADVANCE DEPOSIT WA.GERING "EXPERIMENT" INITIATED

NOVEMBER 7,2007 CONTINUING THROUGH JULY 13,2008

Regular Board Meeting
June 27, 2008

BACKGROUND

Business and Professions Code section 19604 provides that the Board may authorize any racing
association, racing fair, betting system, or multijurisdictional wagering hub to conduct advance
deposit wagering (ADW) in accordance with tbis section. Racing associations, racing fairs,
and their respective horsemen's organizations may form a partnership, joint venture, or any
other affiliation to further the purpose of this section. Business and Professions Code section
19604(b)(1) states no ADW provider shall accept wagers or wagering instructions on races
conducted in California fron1 a resident of California unless all of the following conditions are
met: (A) The ADW provider is licensed by the Board. (B) A written agreement allowing those
wagers exists with the racing association or fair conducting the races on which the wagers are
made. (C) The agreement referenced in subparagraph (B) shall have been approved in writing
by the horsemen' s organization responsible for negotiating purse agreements for the breed on
which the wagers are made in accordance with the Interstate I-Iorseracing Act...regardless of
the location of the ADW provider, whether in California or otherwise, including, without
limitation, any and all requirements contained therein with respect to written consents and
required written agreements of the horsemen's groups to the terms and conditions of the
acceptance of those wagers and any arrangements as to the exclusivity between the host racing
association or fair and the ADW provider. Board rules 2071, License to Conduct Advance
Deposit Wagering by a California Applicant, and 2072, Approval to Conduct Advance Deposit
Wagering by an out-of-state Applicant, provide for the licensing and approval of California and
out-of-state ADW providers.

On November 7, 2007, an eight-month experiment that opened wagering on all California
thoroughbred racing to all licensed/approved ADW providers was initiated. The experiment
was the result of negotiations that involved Thoroughbred Owners of California (TOC) ,
Hollywood Park, Bay Meadows, Golden Gate Fields, Santa Anita Park, TVG, XpressBet,
TwinSpires, and YouBet. The parties agreed to permit non-exclusive ADW wagering on the
Hollywood Park and Golden Gate fall meetings. The experiment would run through the July
13, 2008, closing of the Hollywood Park spring-summer meeting. The experiment allows fans
to use the ADW provider of their choosing; however, Hollywood Park and Bay Meadows
would have exclusive television arrangements with TVG, and Santa Anita and Golden Gate
would continue their exclusive television arrangements with HRTV. In addition, the Del Mar,
Pomona and Oak Tree n1eetings would continue conducting ADW pursuant to an exclusive
agreement with TVG that limited distribution within California to TVG. Del Mar Turf Club
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(DMTC) and Fairplex Park Pon10na have indicated they intend to seek an extension of the
experiment through the 2008 DMTC~ Fairplex Park, Hollywood Park Fall and Oak Tree
meetings.

At the Septelnber 27, 2007, Regular Meeting the Board discussed its ability to require all
ADW providers to take and accept wagering on all California products. The Board recognized
that ADW providers were entitled to, and should receive, relnuneration for broadcasting. The
Board's goal was to arrive at a point where every ADW provider could accept a wager no
matter what platform they used. Exclusivity was not producing or maximizing revenues for
the stakeholders, in commissions or purses, and it did not serve the interest of the fans. The
Board determined it would form an ad hoc committee to meet with interested parties to craft a
way to achieve its goal to provide non-exclusive ADW service to racing fans and the industry.

At the October 18, 2007, Regular Meeting the Board discussed the status of ADW and the
feasibility of opening ADW to allow ADW providers to have access to all California signals.
AB 765, which renewed the ADW provisions of the Business and Professions Code, was
discussed extensively. The Board heard that under the legislation, exclusivity was a matter to
be negotiated by the parties. The Board also heard that the industry had reached an agreement
to conduct an eight-month ADW experiment that provided exclusivity with respect to
broadcasting, and non-exclusivity with respect to wagering.

At the November 29, 2007, Regular Meeting the Board heard applications for approval to
conduct ADW for TwinSpires, TVG, YouBet.com, and XpressBet. The ADW providers were
approved for a one-year period due to the industry's eight-month ADW experiment. The
Board determined it wished to examine the results of the ADW experiment before it moved
forward to license ADW providers for longer terms. The Board stated that its desire t~
examine the data generated from the experiment would allow it to license the ADW providers
in a manner that would be the most productive for California.

At the May 20, 2008, Regular Meeting the Board heard the DMTC application for license to
conduct a horse racing meeting. DMTC representatives expressed interest in participating in
the ADW experiment and the continuation of the experiment for the balance of 2008; however,
DMTC's participation would be predicated upon the concurrence of TVG.

ANALYSIS

The ADW experiment, which allows all California ADW providers to accept wagers on the
California product, is still in process, and has received positive response from the industry and
the wagering public. Preliminary numbers indicate expanded ADW access to the California
product has increased the handle. The DMTC has indicated it wishes to participate in the
experiment, and it has requested .that the ADW providers agree to continue the experiment
through the end of 2008. This would allow Oak Tree and Fairplex Park Pomona to also
participate. Staff requested that interested industry parties submit comments and responses
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regarding the ADW experiment. In response, DMTC submitted a letter in support of the
experiment and reports detailing the ADW impact on thoroughbred handle. Magna
Entertaimnent representingCSanta Anita and Golden Gate Fields expressed support for the
ADW experiment and subluitted charts that illustrate the impact on track commissions from
handle previously generated on-track, at SCOTWINC and NOTWINC that rnay shift to ADW
platfonns. XpressBet wrote in support of the experiment and provided a comparative analysis
of Califolnia racetracks handle by ADW provider. TVG submitted charts upon which its
presentation to the Board at the June 2008 Regular Meeting will be based. In addition,
Sherwood Chillingworth of Oak Tree Racing Association submitted a letter expressing support
for the experiment. The materials provided by the parties are attached.

If the Board determines that the ADW experiment should be extended indefinitely it should be
noted that in the fall of 2007 the Board was advised that horse racing law would support
regulatory action regarding exclusivity. This advice was based on the pre-200S ADW statute.
The Board was also advised that any policy not supported by regulation to mandate that all
ADW licensees accept wagers from all venues would be vulnerable if challenged. The Board
has subsequently been advised that Assembly Bill (AB) 765 (Evans), Chapter 613, Statutes of
2007, which extended the ADW provisions of the Business and Professions Code, did not
impact the prior advice that regulatory action was appropriate. References to exclusivity in AB
765 simply require that the ADW agreements contain language addressing any exclusivity.

Staff extracted reports from CHRlMS that represent two periods of time. One report is the
Exclusive ADW time period. This report shows completed race meetings. The second report
represents the Non-Exclusive ADW time period. The Non-Exclusive ADW report shows the
Golden Gate Fields and Hollywood Park spring meetings as incomplete, as the race meetings
were still running when the reports were extracted.

Exclusive Period Non-Exclusive Period
Associations Dates Days Dates Days

HP Fall Race Dates 11/1/06-12/18/06 36 11/7/07-12/22/07 32

LATe - Santa Anita 12/26/06-4/22/07 85 12/26/07-4/20/08 77

11/7/07-12/22/07
12/26/06-2/11107 12/26/07-2/3/08

Golden Gate Fields 4/25/07-6/10/07 66 5/14/08-6/6/08** 80

Hollywood Park - Spring 4/25/07-7/15107 63 4/23/08-6/6/08 ## 33

10/18/06-12/18/06
Bay Meadows 2/14/07-4/22/07 94 2/4/08-5/11/08 70

~

**5/14/08-6/6/08 partial meet (meet actually ends 6/22/08)
## 4/23/08 - 6/6/08 partial meet (meet actually ends 7/13/08)
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The table below shows the percent change for all associations participating in the experiment.

Hollywood Park - Fall 1,441,530 1,615,336 173,806 12.06%
LATC - Santa Anita 1,163,282 1,723,436 560,154 48.15%
Golden Gate Fields 461,033 486,372 25,339 5.50%
Hollywood Park -
Spring 1,719,099 1,942,250 223,151 12.98%
Bay Meadows 483,798 535,245 51,447 10.63%

The revenue generated from the ADW experiment shows an increase for Average Daily
ADW Handle during the Non-ExcllllSive period for all race meetings included.
The percent change increased from 5.50% at Golden Gate Fields to over 48 % at Los Angeles
Turf Club.

The graph below shows a comparison of the exclusive and non-exclusive time periods for the
meets included in the experiment.

ADW Experiment
Avg. Daily ADW Handle
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This item' is presented for discussion.
representatives.

The Board may wish to hear from industry
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ThTDEX FOR ITEMS RElLATED
TO

AGENDA ITEM #7

DISCUSSION BY THE BOARD REGARDING THE REPORT
FROM INDUSTRY REPRESENTATIVES CONCERNING

THE OPEN ADVANCE DEPOSIT WAGERING "EXPERlMENT" INITIATED
NOVEMBER 7, 2007 CONTINUING THROUGH JlJLY 13, 2008

1. Cover letter and informational charts from Del Mar Turf Club.

2. Cover memorandum and informational charts from Magna Entertainment on behalf of
Santa Anita and Golden Gate Fields.

3. Cover letter and informational charts from Magna Entertainment on behalf of
XpressBet.

4. Cover letter and charts for TVG presentation to the Board.

5. Letter from Sherwood Chillingworth regarding the ADW experiment.

6. Board Rule 2071, License to Conduct Advance Deposit Wagering by a California
Applicant.

7. Board Rule 2072, Approval to Conduct Advance Deposit Wagering by an out-of-state
Applicant.

8. Business and Professions Code section 19604.

9. Excerpt from September 27, 2007, Regular Board Meeting: Item 10. Discussion by the
Board regarding the renewal of licenses for existing Advanced Deposit Wagering
(ADW) providers.

10. Excerpt from October 18, 2007, Regular Board Meeting: Item 4. Discussion and action
regarding the status of advance deposit wagering and the feasibility of opening up ADW
wagering to allow ADW wagering providers to have access to all California Signals and
any other matters related to ADW and exclusivity.

11. ,Excerpt from November 29,2007, Regular Board Meeting: Items 14, 15, 16 and 17.
Discussion and action by the Board on the Applications for Approval to Conduct
Advanced Deposit Wagering of Twinspires.com, TVG, YouBet.com and XpressBet,
Inc.

12. November 5, 2007, CHRB News Release regarding the ADW experiment.
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June 12, 2008

Jacqueline Wagner
Manager, Policy and Regulations
California Horse Racing Board
Sent via e-mail: JackiwW@CIIRB.ca.gov

Dear Ms. Wagner,

Per your e-mail dated June 5, 2008 regarding notice of the CHRB meeting on June 27,2008, Del Mar
Thoroughbred Club (DMTC) is requesting the attached document (detailing the "Advanced Deposit
Wagering experiment from December 26th through July 2008") and this letter be included in infonnation
provided to CHRB Melnbers.

As detailed in the attached, allowing all California licensed ADW providers to accept wagers on
California product has been a tremendous success for California racing associations, purses, ADW
providers and customers. DMTC has requested that the various ADW providers agree to a continuation
of the "ADW experiment" for the '08 Del Mar season (July 16 - September 3) and the balance of2008.
Furthermore, under the tenns ofDMTC's agreement with ODS Technologies (TVG), we believe a
contractual obligation exists on the part of TVG to do so.

Feel free to contact me with any questions.

Regards,

Craig R. Fravel
Executive Vice President

P.O. Box 700 " Del Mar, CA 92014-0700 " 858-755-1141
De1marracing.com



P-:l
U
~

ADW All Zones Wager Distributions
Report By: ADW Company
Distnbuting Southern Thoroughbreds
ADW All ADW Companies
Tracks All Tracks
Zone All Zones

HP Fall 07 vs HP Fall 06
SA Winter 08 vs SA Winter 07

HP Spring 08 vs HP Spring 07 (1st 45 days)

ADW Company
07108 "Experiment"

America Tab
TVG
Twin SPIres
Xpressbet
Youbet com

Total

ADW Company
06/07 Comparative year

TVG
Xpressbet
Youbet.com

Total'

Total Handle

. 1,818,190.15
119,846,18695

23,767,079.65
39,040,243.30
64,017,89765

248,489,597.70

Total Handle

92,056,956.90
40,042,245.45
74,314,23610

206,413,438.45

Hub Fee

8,040.07
5,327,174.18

240,461.60
1,266,063.45
1,727,70910

8,569,448.41

Hub Fee

4,519,706.77
1,433,081.96
2,144,448.49

8,097,237.22

Host Fees Purses Breeders Track License Fee

138,800.86 58,969.48 3,90396 59,185.10 9,329.58
1,734,934.72 5,430,312.71 505,395.12 5,560,130.15 105,73378
1,558,510.86 832,799.66 59,994.06 839,074.95 105,665.07
1,135,956.91 1,743,551.18 153,853.37 1,778,305.85 74,471.42
2,600,493.94 2,695,651.93 227,636.56 2,742,402.85 170,80682

7,168,747.29 10,761,284.96 950,783.07 10,979,098.89 466,061.67

Host Fee Purses Breeders Track License Fee

550,244.72 4,050,834.40 391,767.01 4,164,061.67 33,981.51
865,720.30 1,885,873.97 171,346.33 1,934,099.55 53,713.49

2,508,753.90 3,108,327.38 269,329.42 3,173,073.37 169,799.42

3,924,718.92 9,045,035.75 832,942.76 9,271,234.58 257,499.41

ADW Company Total Handle Percentage Hub Fee Percentage Host Fee Percentage Purses Percentage Breeders Percentage I Track Percentage License Fee Percentage
Variance By Company (+ or-) (+ or-) {+ or-j (+ or-j {+ or-j (+ or-) (+ or-j

,l\menca Tab 1,818, 190 15 100.00% 8,04007 100.00% 138,800.86 100.00% 58,969.48 100.00% 3,903.96 100.00% 59,135.10 100.00% 9,329.58 10000%
TVG 27,739,23005 30.19% 807,467.41 17.87% 1,184,740.00 215.31%. 1,379,478.31 34,05% 113,628.11 29.00% 1,396,068.48 33.53% 71,807.27 21131%
Twin Spires 23,767,07965 100:00% 240,46160 100.00% 1,558,510.86 100.00% 832,799.66 10000% 59,994.06 100.00% 839,074.95 100.00% 105,665.07 100.00%
Xpressbel -1,002,002.15 -2.50% -167,01851 -11.65% 270,236.61 31.22% -142,32279 -7.55% -17,992.96 -10.47% -155,79370 -8.06% . 20,752.93 38.63%
Youbet.com -10,296,338.45 -13.86% -416,739.39 -19.43% 91,740.04 366% -412,675.45 -13.28% -41,692.86 -15.48% -430,670.52 -13.57% 1,007.40 0.59%

Totals 42,076,159.25 20.38% 472,211.19 5.83% 3,244,028.37 82.66% 1,716,249.21 18.97% 117,840.31 14.15% 1,707,864.31 18.42% 208,562.26 81.00%



0':)

0-:

Hollywood Park Fall
ADW All Zones Wager Distributions
Report By ADW Company
Distnbuting Host(s): Southern Thoroughbreds
ADW Companies' All AOW Companies
Tracks: All Tracks
Zone All Zones

HP Fall 07 vs HP Fall 06
SA Winter 08 vs SA Winter 07

HP Spring 08 vs HP Spring 07 (1st 45 days)

ADWCompany
07 / 08 "Experiment"

America Tab
TVG
TWin Spires
Xpressbet
Youbet,com

Total:

ADW Company
06/07 Comparative year

TVG
Xpressbet

Total:

Total Handle

1,818,190,15
28,468,443.85

2,076,68345
4,906,616.70

14,420,805,55

51,690,739.70

Total Handle

33,275,61275
2,622,11570

15,997,35470

51,895,083,15

Hub Fee Host Fees Purses Breeders Track License Fee

8,04007 138,800,86 58,969,48 3,903,96 59;185.10 9,32958
1,276,985,66 434,04461 1,295,382.81 121,697.58 1,330,346,93 30,66300

10,815,51 155,60906 68,541,01 4,612,86 68,854,91 10,47901

156,508,07 173,19012 213,145,26 18,879.99 217,935,80 10,594,93

428,43264 533,504,07 613,671,59 53,015,59 626,335,24 37,013,00

1,880,781,95 1,435,148.72 2,249,710.15 202,109.98 2,302,657.98 98,079.52

Hub Fee Host Fee Purses Breeders Track License Fee

1,611,842,28 218,756,33 1,426,883.87 139,42432 1,467,837.67 14,803.81
56,617,17 142,874.98 108,588.83 9,169.53 110,552.09 7,914.76

498,648.02 437,518.51 600,052,29 53,98147 613,55174 28,13630

2,167,107.47 799,149,82 2,135,524.99 202,575.32 2,191,941.50 50,854.87

I
ADW Company Total Handle Percentage Hub Fee Percentage Ho,' Foe Pe«eotage i Purses Percentage Breeders Percentage Track Percentage License Fee Percentage
Variance By Company (+ or·) (+ or-) (+ or·) (+ or·) (+ or·) (+ or.) (+ or·)

America Tab 1,818,19015 10000% 8,04007 100,00% 138,800,86 10000% 58,969.48 10000% 3,903.96 10000% 59,18510 100.00% 9,329,58 10000%
TVG -4,807,168,90 -1445% -334,856.62 -20,77% 215,288,28 9841% -131,501.06 -922% -17,726,74 -12.71% -137,490,74 -9,37% 15,859,19 107,13%
TWin Spires 2,076,68345 100.00% 10,815.51 100,00% 155,60906 100.00% 68,541,01 10000% 4,612,86 100,00% 68,854,91 10000% 10,479.01 100,00%
Xpressbet 2,284,501,00 87,12% 99,890.90 176.43% 30,31514 21,22% 104,55643 96,29% 9,710.46 105.90% 107,383.71 97.13% 2,680.17 33.86%
Yoube\.com -1,576,549.15 -986% -70,215,38 -14,08% 95,985.56 21,94% 13,619.30 2.27% -965,88 -179% 12,783.50 2,08% 8,876.70 31.55%

Totals in Dollars -204,343.45 ·0,39% -286,325.52 ·13.21% 635,998,90 79.58% 114,185.16 5.35% -465.34 ·0,23% 110,716.48 5.05% 47,224.65 92.86%
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HP Fall 07 vs HP Fall 06
SA Winter 08 vs SA Winter 07

HP Spring 08 vs HP Spring 07 (1 st 45 days)

Santa Anita Winter
ADW All Zones Wager Distributions
Repon By ADW Company
Distributing Host(s): Southern Thoroughbreds
ADW Companies All ADW Companies
Tracks' All Tracks
Zone All Zones

ADW Company Total Handle Hub Fee Host Fees Purses Breeders Track License Fee
07 / 08 "Experiment"

TVG 60,087,954.50 2,653,831.36 800,87932 2,821,386.93 260,274.68 2,887,231.10 41,901.99
Twin Spires 14,254,620.05 135,756.24 947,326.84 500,241.54 35,753.01 503,934.20 63,665.26
Xpressbet 23,867,458.40 764,904.92 654,477.59 1,086,885.07 95,210.89 1,108,369.30 43.489.68
YoubeLcom 34,494,571.70 892,365.63 1,406,684.45 1,473,529.56 123,12414 1,498,082.40 91,187.10

Total: 132,704,604.65 4,446,858.15 3,809,368.20 5,882,043.10 514,362.72 5,997,617.00 240,244.03

ADW Company Total Handle Hub Fee Host Fee Purses Breeders Track License Fee
06 I 07 Comparative year

TVG 27,610,90405 1,429,162.32 80,773.61 1,312,403.07 125,908.06 1,353,441.85 0.00
Xpressbet 30,714,947.40 1,133,865.55 580,36907 1,487,655.86 135,430.77 1,527,485.65 38,353.31
Youbel com 40,553,13170 1,147,991.56 1,571,894.63 1,864,125.50 158,036.52 1,903,330.40 109,433.85

Total: 98,878,983.15 3,711,019.43 2,233,037.31 4,664,184.43 419,375.35 4,784,257.90 147,787.16

I I

ompany Total Handle Percentage Hub Fee Percentage Host Fee Percentage Purses Percentage Breeders Percentage Track Percentage License Fee Percentage I
;e By Company (+ or -) (+ or -) (+ or -) (+ or -) (+ or -) (+ or -) (+ or -) I

32,477,05045 117.62% 1,224,669.04 85.69% 720,10571 891.51% 1,508,983.86 114.98% 134,366.62 106.72% 1,533,789.25 113.33% 41,901.99 100.00%
)Ires 14,254,620.05 100.00% 135,756.24 100.00% 947,326.84 100.00% 500,241.54 100.00% 35,753.01 100.00% 503,934.20 100.00% 63,665.26 100.00%
let -6,847,489.00 -22.29% -368,960.63 -32.54%

I
74,108.52 12.77% -400,770.79 -2694% -40,219.88 -29.70% -419,116.35 -2744% 5,136.37 13.39%

com -6,058,560.00 -1494% -255,625.93 -22.27% -165,210.18 -10.51% -390,595.94 -20.95% -34,912.38 -22.09% -405,248.00 -21.29% -18,246.75 -1667%

33,825,621.50 34.21% 735,838.72 19.83% 1,576,330,89 70.59% 1,217,858.67 26.11% 94,987.37 22.65% 1,213,359.10 25.36% 92,456.87 62.56%

ADWC
Varian

Totals

TVG
Twin S
Xpress
Yoube
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HP Fall 07 vs HP Fall 06
SA Winter 08 vs SA Winter 07

HP Spring 08 vs HP Spring 07 (1 st 45 days)

Hollywood Park Spring (1 st 45 days)
ADW All Zones Wager Distributions
Report By ADW Company
Distnbuting Host(s) Southern Thoroughbreds
ADW Companies All ADW Companies
Tracks: AU Tracks
Zone All Zones

Host Fees Purses Breeders Track license Fee

500,06079 1,313,542.98 123,422.86 1,342,552.06 33,223.79
455,574,96 264,017.11 19,628,18 266,285,15 31,520.80
308,28920 443,520.85 39,762.49 452,000,97 20,386,81
640,305.42 608,450,78 51,496,83 617,985,04 42,606,72

1

Host Fee Purses Breeders Track License Fee

250,714,77 1,311,547.47 126,434.64 1,342,782,16 19,177,70
142,476,25 289,62927 27,246,04 296,061,81 7,450.42
499,340,77 644,149,60 57,311.43 656,191,18 32,229.27

892,531,79 2,245,326.34 210,992,11 2,295,035.15 58,857.39

Hub Fee

Hub Fee

1,396,357,16
93,889,85

344,650.46
406,910.83

2,169,110.33

1,428,70218
242,59925
497,80890

Total Handle

Total Handle

31,289,788.60
7,435,77615

10,266.168.20
15,102,520.40

31,170.44010
6,705,182,35

17,763,749,70

55,639,372.15

TVG
TWin Spires
Xpressbet
Youbet.com

Total 64,094,253.35 2,241,808.30 •,wv~,_vv.v,

ADW Company
07 I 08 "Experiment"

ADW Company
06 I 07 Comparative year

TVG
Xpressbet
Youbet.com

Total:

)W Company Total Handle Percentage Hub Fee Percentage Host Fee Percentage Purses Percentage Breeders Percentage I Track Percentage License Fee Percentage
lriance By Company (+ or -) (+ or -) (+ or -) (+ or -) (+ or·) (+ or -) (+ or -)

IG 119,34850 0,38% -32,34502 -2.26% 249,346.02 99,45% 1,995.51 0.15% -3,011.78 -2.38% -230.10 -002% 14,046.09 73,24%
vin Spires 7,435,776.15 10000% 93,889.85 100.00% 455,574.96 100.00% 264,017.11 100.00% 19,628.18 100.00% 266,28515 100.00% 31,520.80 10000% I
Jressbet 3,560,985.85 53.11% 102,051.21 42.07% 165,812,95 116.38% 153,891.58 53.13% 12,516,45 45.94% 155,939.16 5267% 12,936.39 173.63%

cJubet.com -2,661,229.30 -14.98% -90,898,07 -18.26% 140,964,65 2823% -35,698.82 -554% -5,814.60 -10.15% -38,20614 -5.82% 10,377.45 32.20% I

otals 8,454,881.20 15.20% 72,697.97 3.35% 1,011,698.58 113.35% 384,205.38 17.11% 23,318.25 11.05% 383,788.07 16.72% 68,880.73 117.03%--

A
V

T\
T
X

T
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285 W. Huntington Drive
Arcadia, California 91007
Tel (626) 574-6307
Fax (626) 821-1514

n

DATE:

TO:

FROM:

RE:

June 13, 2008

California Horse Racing Board

Aaron Vercruysse

CHRB Charts

On behalf of both Santa Anita Park and Golden Gate Fields we are pleased with the
initial results of the incomplete experiment involving the content exchange between
ADW companies, We have attached charts based solely from a "LIVE" track operator's
standpoint to show how the handle shift from brick and mortar to ADW impacts us. The
content exchange experiment has been just that so far, an experiment. We are
reluctant to look at the current data and draw any conclusions with confidence. A full,
year-long sample of information would be beneficial to all parties involved to further
understand the exchange.

Revenue streams from wagering are almost identical in northern and southern
California. The enclosed chart is from southern California and shows the impact on
track commissions from handle previously generated on-track, at SCOTWINC and
NCOTWINC that may shift to ADW platforms.
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:.337 MagnJ Driw
Al1rors, OntJflD.
C8f1cH..hl L4G 7K1
Tp.1 (905} 726 2462
ri1X (905) 720·7448

June 12, 200X

Jacq ueline Wagner
Manager, Polley and Regulations
California HOf::it: Raclng Board
I010IIurleyWay

Suite JOn
Sacramento, CA 9SW25

Dear 'Ms. Wagner,

I am NatlolKil Director or Regulat.ory Allain:; lbr 'Magna EnlertaiJ.uncnt ern1). ('cM.EC::»,
the pment cOrpnrLtl1on of Xprcss13ctc Inc. C'XpressBcf'). 1 am writing, on hehalf of XpressRel. In
pr()v1de ils perspective whether the open ;\ DW ex.perinlCnt lU:.t8 been Sllcccs:iful an.d :>hould bG

extended lhro\lgh the end of lht 200?~08 Californ ia r<.tclll.g year.

To SUDllllal'ize: hased ~))J the overall growth. in f\lJ\V handle on Cnlifonlia tracks and the
positive customer r.esponse since the ex,perirncnt hegan, Xpressllct endOT~es continuing the AD\\!
content exchange expe6ment tluOl.igh the fest of the. yeaf. ,Xprcss.Bel and its parent; MFC,

believe that reciprocal exchange of wagering content mnong ~tl1 ADW platl\mn:> benefits the
industry:> and we believe that the data froB1 the initl<.tl period of the ADW content exchange
ex.pcrj.rn~nt validatcsthl:-> view. All one need 00 is sec 1he pO:)l \.i.vt; iIllpact that this expcdJnen l
has had in. increasing the ADW handle on CaJjJ(mlla tracks to c(mclude that the experinlent is
working and should be extended.

Hi.L'led on J.l1fonnation ohtained fran) CH RI MS, overall i\lJ\V llwJdle through Xpre0,')I3et~

Youbct ~md TV(~ on Calitornifl racdr~H:~k~ (<)T the period fn)m. NOYCLnnOr I) 2007 through rvluy

31} 200S 1 increased hy over $45 InilliolJ, or 25°/t? (sec the; aHaclled Schcd"Llk l), When one udd0

in lhe handle for TwinsriTcs.corJl.~ the bCJ)c1~ t l() the industry is even greatcr. A;\ <l1Jtielpatcc!,

I Twilispircs.coln W\L'i not included ill lht: cOlllpar;,c:.on (IS only Xrn.:\<:Ret, TV(j WH.l Ylllibet wert lhe only {\I)\V
plCllforlfls tiltH ht:l(l a Ctllifornla ADW license during, the surn~ c~)Jnp(1rnble period la.~t year.

1 XpresslJet recogllj/.~:-; I.hat while yem-over-year conlparisons Hrc useful, tl1ey C<:Hl/wt account for djflcrenccs in the
ll\llllbcl' of clap 1I1,1t it l~lYCI1 tW,CK rnay openue from year lO yc:u. An excellenl example can DC IlllJlld wit]) SOnl;,!
Alliin. As the CIIRB knows, SHilL::! I\nil,1 wa~ forced lO CUrled se.veraJ wce Jays dllt'- t() drainage isslJes re);ltt-cl to irs
synlhetic lracL>urf,lce. 1f lhusc day~ had not h(>clI ctJlle~lled, we exped thal the groyvth ill Santil AnitLl's ADW
bund Ie V((}\t1d Iw\'e been (til' !:.'YCI'lC)',
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tJage 2

Xpn:ssDefs handle numbers trended dnwnW(ln] during the tin1C \\'hcn Santa Anita W(l::; operaLing~

bUI when it has been able to offer content tlldi hisloDcally W<JS not avaibblc to its LLlst()1T1erS r

Xpres~Rel. has experienced positive handle gl'Ov\l1:h.

Ancdyzing the handle daLa li'olJl the first seven months oj the co:nlent exchange
experilnent reveals another key benefit to fhe Cali ronlja horse m.ciug industry: as the aLtaGhed
Schedule 1 Ll1S0 ~hows, broad access to California content a(TO~s multiple ADW platforms
f(',5Jultcd jn higher J\ I)W hund1c IrOlll bnl.h Cal iJlnnia residents and nOll-Cali lc.mlld n:::::>jdcn t,,).

Xpresslkt contends that the jncreasc~ in llOn-C<.\li fon,ia. r.e~ident. handle dcmoJ)siraws thal when
ADW ctlslu.mers (lre given the choice of wagering On CaldtU1Jia content or non-California
content, they ollen wlll choo::;e CaJif<>rnia content.

'Rao..;ed on the re::\ctions: of its own cu~tolncrso X :rTE~~Ret :f:'innly bdicvc::s; that broader

access 10 California racing content ha~ been positively received by all ADW cu:stolners. ADW
cllslo1J1en; have long cklnandcd access to a hroader 1l1enu of wagcring content MFC <.ind
XprcssBel have. argueu lhal. exclu:::;ive content arrahgcments afe han.nYul to the industry.
tJnfoltUl)atcly, this vic.w has nllt' heen ~ha.red by other AI)W operators and a~ a. resu1.t~ MEC, not
byil~ own desire. has beel1 forced to make MEC conl.ent. Ilnavai.lable 10 ony J\.OW provider (and
any SLlhhccnsees thereof.) that refuses to make their exc'lusive conLenl available to MEC' on
rcasonably acceptable terms. As a result, CU:)l(HTJ.ers have been forced either to do without cert<lin
content or to ()pen wagering accounts\vithrnulliple A DW providers TO access the wagering
contei'll they denl<.11Il1. The CURB':> ex.perim.ent has allowed L,llS 01' Cali IOlllia racing to be 80le
to wager on California content using the ADW provider of their choice. This is a key ;)Iep in the
TighL direGlion and the CIlRD should be commcnd~d li)l its role in lnak..ing this happcn.

In snmlnary, Xpn..;~sHci hclieves thatlhe prel.lnlinary l'C9UJtS oftlw CHRR'~ ADW content
ext,;hange experiment are prolnising. To determine whether 1.0 nJake the content l::-xchangt:
requirement permanent, XprcssBeL belieye~ that the CllKU should extend the conlent exchange
experillJ.cnt through the end of the 2007-O~ racing sea~O)l, 'Extending the cxpcrirn8nl. will provide
Cali fornia facing'=-> stakehoJdeT;-) a cOlnprchcilsive., seasonally-adjm;led collection of data froTu
which to determine whell,cr the AOW ~Ol)leDL e.xch~Ulgc [equirclncnt should be rnade pernwncnt.

Accordingly, XpressDct encourages thc CHRB to ex lelld the requirClllCnt that itll Cali /<,mla
c-lml.enl. be nmde aV<11labJe to each of tbe California-licensed ADW operators through the end of
the 2U07-UX racing SC~i.son.
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.l une '12, 2008
Page

Thank you for your aLLemi on to tbis lnaItCT, li.lHl ple(l,~e let file know i r YPU have any
q ucstiOllS regarding the conUllcnts abnve In I.he allat:hcd schedule.

Sincerely. _

(~~r/2C;;;~~--
Cregg 1\. SO()ggill~

National Director of Regulal<.>ry Afthirs- .

AttacluneDts

cc: R<'lll T,\lTllewski
Ron Charlos
Jefl FrnnkJin
Ue-ne Chabrier

Bi111lord~ l~~qcli re
Scott Dunlty. esquire



SCHEDULE 4

CA Tracks Only.,. Handle 8y ADW Provider
Compafiiltive AnalysIs

fN:";SrI':<i!1 i b::>~gr, 1M,' :;'1)

?~nl d -del c1'~ 4::?~ 3-?~ . r:O'i:

CA I=l,s.ide.ols
tfle:r,E~t T'/e: Y::..8?', T:>':O

T0h.91 19,228,891 9f>,211i,362 ~S.r47,~2 140.2A:3,~,S

F"r:Frl :/ Tolal I L[,~ 6"~ ?,-,-" IO::'!-i>
Cr->ln;oa ,I i.;S 8',~ .,;>:<.; 2:r~

CA R~Id"lnI5

fotal

XP"llS! 3;;',

<:2,254,.14

T','-:;

41,O~972

'(cuE;:!!

J."'17~,6!i()

T:,~a

r08,~67,97S

Non.':..A~

Xp';ss8cl Tv'G V,:uBEt Telal

fotal

"0 'c<;n 1,:1 -;-;z!'., 1 S.t;i ~~ c.""" 1:~<":-'r

':::~la-96 23'~ ':i::'" ':':'0 '~<~

All RQl;.id~Oll;

X:re:!i3~ PiG '(QuEm "'=1

Total .:J6,ln.S7& 117,17'::,i14 78,7!Xl.{l5~ z:32,124,l3~O

P"fce;,. 01 Tst;!1 ifj~-:- ':;Q'ri :!:,\~ 'CO~

Ch;no-; Q'/, 7S'}) ~~.~ 25;;',

Hon-CA R<:lskJ9nlg,
X=rP.9S~t -~

v Qu8et T:t.cl

fotal 13,813,344 20,M..3.25; 43, 06 l,.4S2 Il),IO,05-3

F",r~IY ofT:;':~ 18'f. 27 ;'; x'y. 1O:''L

~
AI! R~ldllnl!

10(al

Pe:;::!?-t :; Tc\:lJ1 1~\.\ ::t3% 4LS~ ~·:c'\

hQ

>
~
----J

I
.........
\0
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June 17, 2008

Ms. Jacqueline Wagner
Califolnj(i HOIse .RacIDgBoard
1010 Hurley Way, Suite 300
Sacramento, CA 95825

Dear Ms. Wagner,

Pursuant to the Board's request, please find encloseo the data upon which TVG's
presentation to the Bocrrd on June 27 win be·hased.,,·We look forward to theo.PpOrtLUlity
to share our views and analysiswitb the BoateL ThU:t1kyo\J..

c~..o.....•... r.•...d.,.i,.~..•....1..·1y.,. ' /.f:..!·•....Y,'.. .•.•(..•.. )j .. ..
/1}ll~l: ~TI:ldman
General Counsel

En~>losures

oc:Cathy Christian

6701 Center Drive West $ Suite 160 Q Los Angeles,CA 9004S
www.tvg.com <) 1-888-PLAYTVG
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..·tr4:RI,M$~.9W:ttAN[)ltP'~gGEt:lTA(;ER,Epo~t

t 212610$:".1}I~Q7

6AWAGERJNG

'%GROWTH
Ff{OMpy

o/,;GRomH
FRONLPY . 1V26JO,4." 1116(1)5

% GROWTH
FROMPY

TIlt
T0/IN. SPIRES)ATAB
XPRESSBET
YOUJ3ET

TOTAL

$ 24S;24j ,169
67.879

56;i70~9b3

113,136;475

$417.716,426

5904% 12.2% $ 221.295,795 68:7% 5:2% $210.350.493 58:4% 36.1% $ 154,576,140 55.5%

19:6% 47.067,820 125% 40,910,142 11.4-% 201% 34,051 ;689 122%
4:3% 108;501,$2:2 28;8% 108,632J336 302% 208% 89;964,229 32.3%

S 376,865.437 $ 359;893,271 $ 278.592,058

OUT OF STATEWAGER.ING·ONCAT~AC~S

TVG
TVVIN$PIRE$fATAB
XPRESSBET
YOUSET

TOTAL

$ ~.316;4B5

29.; 197;4$0
17.406::374

71'.778,264

S 161,698;583

26:8%
18, f%
10,8%

44.4%

34~1% S 32;29n~47 22.5% 12:4% $ 28.737,084 23.8% 51.4% $ 18,982,718 217%
-23'.-7% 38;261;784 26.6'>A 28.0% 29~902;O41 24:7% 1002% 14;933,244- 171%

'4.1% 16,72f5;063 11.6% 18.6% 14,106;679 11.7% 1.6% 13,878,109 15.9%

56.415;379 39;3% 17.1% . 48;216,070 39.9% 219% 39,555,080 4$:3%

$ 143;760,873 S 120.961.874 $ 87,349,151

--J



CftRll\llS,.ADWHA~OL$P.E:~GF~TA(,;E.~EF'ORT

CAWAGE~ING

AVG

DAllY HANDLE
AVG

OAILYHANOLE

%
VARIANCE VARiANCE

%
VARIANCE

AVG

DAILY HANDLE

TVG

TWIN SpH=<ES /ATAS

XPRESS8ET
YOUBET

$ 16$;{)49,422
7,353;§97

42,000;050
62:678,061

60.0%
2.6%

15.0%

2Z4%

$ 774;411
33;888

193,549
288;839

$1'38;936,370

46,148.;446
74;263,177

53..6%
0.0%

17.80;0
28,6%

$ 640,260

212,666

342;227

S 29) 113,052

7,353,597

(4,148,396)
\11,585,116)

21,0%

-9.0%

-15.6%

21,0%

-9.0%

·15:6%

TOTAL $ 280;081.,130 S 1,290;696 $ 259,347,:g93 $ 1,1'95,152 S 20.13-3,137 8,o°io

OUTOFSTATEWAGERING ON CA TRACKS
AVG

DA!LYHANDLE

AVG
DAILY HANDLE

AVG

DAllY HANDLE

TVG

nN1NSPIRES JATAB

XPRESSBET
YOUBET

TOTAL

S 33;131,.964
22,b60;~50

17;826,506
44;642;696

$ 117,661,716

28.2%

,18:7%

1tJ:2%
37.9%

$

$

152,682
101;662
82,150

205,727

542,220

$ 21.,g96,879

~6;0~1ig56
14,016,048
45;297,844

S 107,402,027

20:5%

24:3%

,13:1%

42.2%

$

$

101,308

120;230

64,590
208,746

494;940

$ 11, 135,OB5

(4,030,706)

3.,810,458

(655,148)

$ 1O;259~689

50,6%

·1,4%

9.6%

50.6%

-15,4%

-1,4%

--.J



SAN:rAANITA 2608

HP SPRIN'G 2008

'dEl MAR 2007
oAK TREE 2007
Hp·FALL 2007

TOTAL SOUTH

BAY MEADOWS 2008
GOLDEN 'GATE 2001}2008

TOTAL NORTH

CURRENT MEET

Ave %

ADVVRANbLE # DAYS DAilY"HANDLE CHG

$ '91.;845;443 77. $ l j192,7S8 37%

53;428;161 36 1;484,116 23%

56:8:44,967 43 1;321,976 19%
31;403;951 31 1,013;031 26%
39;617~522 32 1;2:38;048 19°io

$ 273,140,044 2.19 $ 1.,247,115 25%

23;481,090 70 $ \ 335;444 4%
16,336)365 61 26-7:817 "85%

-
$ 39;81.T,955 131 $ .303,954 23%

PRIORMEET

AVG

ADW HANDLE # DAYS bAllY HANDLE

$ 68,648;916 79 $. 868;974
45}81;357 38 1;204,773

47,943;008 43 1,114,954
20,919;421 26 604.593
37,609:369 36 1,044,705

$ 220,902,071 222 $) 995;054

15,499A68 48 $. 322:906

5,211,796 36 144,772

-

$ 20,711,264 84 $ 246,563

TOTAL $ 312,957,999 350 $ 894,166 $ 241,613,335 306 S 789,586



%

VARIANCE VARIANCE
%

VARIANCE

$ 996;086 22,2%

~724:945) -17.0%

478,602
(383;210) -5,5'%

--
S 366.534 2.1%

AVG AVG

CAWAGERING DA1LYHANDLE DAILY HANDLE

TVG $ 14,139,3"13 64:0% $ 441;854 $ 14)37B,164 72.7% $ 413,143

tWIN SPlREsIATAB 208~809 0:9% '6;525 0;0%

XPRESSBET 1;603,700 7.3% '5O,116 0.0%
YOUBET 6.1'51,498 21.8% ·t92;234 5i 58B,'536 27.:3% 155,237

TenAl s 22~103;320 S 690,729 $ 20,461;700 $ 584;620

AVe \ AVG
OUT OF s-rATEWAGER1NG DAILY HANDLE DAllY HANDLE

TvG $ 5';475,:536 31>3% $ 171,11 :1 $ 4:419;450 26.1% $ 124.429
TWIN·sP+RES (ATAB 3,537,249 20.2% 110,539 4,262,194 24,9% 118;394
XPRESS8ET 1,$91.953 59.124 1,4·13,351 8.2% 39:260

YOUSET 6,609;464 87.7% 206;546 6,992,674 '40;'8% 194,241

TOTAL $ 17;514..202 $ 547,319 $ 17,\47;669 S 476,324

iNG lNG
HOLLYWOOD'PARK TOTAL DAllY HANDLE DAILY HANDLE

TVG $ 19;614;849 112.0% $ 612,964 ,$ 19,352.614 112.9% $ 537.573
TWIN SPIRES JATAB 3;746,058 21.4% 117;064 4.~262;194 24.9% 118;394-

XPRESSBET 3;495,653 2'0:0% 10'9"239 1A13,351 8.2% 39,2.60

YbUBET 12,76.0,962 72;9% 398;780 12,581;210 73A% 349,478

--

TOTAL $ 39,617,522 S 1;238;048 $ 37;609,3B9 S 1,044,705

$ (733,851)

208,809

1;603,70D

562;962

'$ 1,641.620

$ 262,235
(5 its ,130)

2,082,302

179,752

S 2.003.154

-4,9%

10.1%

8.0%

1.4%
-12.1%

1473%

1.4%

5.3%

AVG

DAilY HANDLE

6.9"/0

23.8%

-
AVG

DAILY HANDLE

-66%

6.3%

AVG

DAILY HANDLE

14.0%
-1 1%

178.2%

141%



HPFALLMEET'~'2007

,11ii:io7:: 11124107 %
VARIANCE VARIANCE

%
VARIANCE

AVG AVG

.GA WAGERING ON ALL TAACKs DAllY HANDLE DAILY HANDLE

$ 36,977;293 ,64.7% $ 770,360 $ 44,748,279 69;()% $ 828,67:2
TVVIN,SPIRES IATAB 523';202 0:9% 10;900 O~O%

XPRESSBET 5;614:;,1373 9.8% 116,972' 3,459,031 5,3% 64;056

YOUBET 14;037,9D8 24;6% 292A56 16,677,053 25,7% 308,834

TOTAL $ 57,153i076 $ 1,190,689 $ 64,884,363 $ 1,201;'562

AVG \ AVG

O'UT OF$TATE WAGERING ON,cATRAtKS DAILY HANDLE DAILY HANDLE

TVG $ 7,754-,630 32,1% $ 161,555 $ 7;390,504 28,8% $ 136;86,1
TWIN SPIRES 1ATAB ,4'.404:,477 18.2% 91,760 6,044,656 23;5% 1i 1,9~8
XPRE$SBET 2;6'65;f:i>53 55,539 2,249;560 8.8% 41:659

YOUBET 9.336;879 :38,6% 194,518 10',015,737 39,0% t85.477

TOTAL $ 24,161 ;839 S '5'03.,372 $ 25,700,457 $ 475;934

$ (7,770,986)

523;202

2,155,642

(2,639; 145)

$ (7,731,287)

$ 364,126

(1,640;179)

416,293

(6.78;858)

$ {1,538,618)

-17.4%

62.3%

-15:8%

.:119(%

4,9%

-27,10
/ 0

18,5%

-6,$%

-6.0%

AVG
DAILY HANDLE

-70%

82,6%

--5.3%

AVG
DAILY HANDLE

18,0%

33.3%

4,9%



SAriffAANlTA" :200712008
.··12126io7<:L.Q4i22fOa

AVG AVG
eA WAGERING DAflY HAfilDLE DAILY HANDLE

TVG $ 25;270;467 51.6% $ 32~;188 S b.tJ% $
TWIN'SPIRES I ATAB 1;452,455 3.0% 18;863 0.0%

XPRESSBEl' 8,989,812 184% 116;751 16,165;431 50.1% 204.,626
YOUBET 13,231;989 27.0% 17L844 16,123,743 49.9% 204,098

_._'-
TOTAL $ 48,944,723 $ 635;646 $ 32,289,174 $ 406,724

AVG \ AVG
OUT OF STATE: WAGERiNG DAilY HANDLE DAllY HANDLE

TVG S 7,482;498 17.4% $ 97,175 $ 0,0% $

TWIN SPIRES I ATAB 11 ;368.797 26,5% 147;647 11 ;885,067 32]% 150A44
XPRESSBET 7,766~.o14 18~1% 100;857

< ",:: -';':",

.93',3627,375,636 20.3%

YOUBET 1.6;283;411 38.0% 211,473 '17.,O99,039 41,0% 216,444

TOTAL $ 42,900;720 $ 557;152 $ 36;359,742 $ 460.250

AVG AVG

SANTAANITA TOtA:L DAllY HANDLE DAILY HANDLE

TVG $ 32,752;965 76.3% $ 0.0% S
TVVtN SPIRES I ATAS 12;821;252 29.9% 11,885,067 327% 150,444

XFRESSBET 16;755:826 39.1% 217.608 23,541;067 64.7%

YOUBET 29;51$,400 68.8% 3&3,311 33,222,782 91.4%

TOTAL $ 91.845A43 $ 1,192,798. $ 68,648,916 $ 868.974



GA WAGERING'ON ALL TRACKS

SANTAAN1TA,;;,200VJ2008
11212$fo.t~,o4i2:21o~ ;

Ave;
DAILY HANDLE

PRioR·YEPyR:
12f26106~ 041-241.07

AVG
DAilY HANDLE

%

VAF<IANCE VARIANCE

%

VARIANCE

AVG
DAILY HANDLE

TVG
TWIN SPIRES I ArAB

XPRESSBET'
YOUBEr

$87;159";455
'3,851,106

24,424,.1B4
33,139,047

68:7%
'2.6.%

16.4%
22/3%

$ 732,432
32:362

205\245
278,479

$ 57,572,922 43:4.% $ 479,774
0.0%

33,272,017 25.1% 277,267

41 ,.783.482 31.5% 348,196

$" 29;586.,5-33
3;851,106

(8,847,823)

(8;b44,435)

51.4%

-26.6%

-20.7%

52.7%

-26.0%
-20,0%

,OTAl $ 148,573,$02 $1,248;51 9 $132,628,421 $ 1,105,237 $ 15,945,381 12:0'%

OUT OF sTA.TE WAGER(NGONCATRACKS
AVG

DAllY HANDLE
AVG

DAllY HANDLE
AVG

DAllY HANDLE

TVG
TWIN SPIRES IATAB
XPRESSBET
YOUBET

$ 15;696,279

14,347,109

'9;969,397
23,611.094

24..7%

22.5%
1.5:7.%
37.1%

$ 131,902

120,564
83,776

198,413

$ 7;373;079 12;9% $ 61 ;442

16;524,192 28:8% 137.702
9;480,005 16;5%

23,966)535 41.8% '199.721

$ 8,323;200

(2,,177,083)
4B9:392

(355,441) .

112.9%
-132%

52%

-1,5%

114.7%

-12.4%

6.0%

-07%

TOTAL $ 63,623,879 $ 534,654 "$ 57,343,811 $ 477.865 $ 6,280.,068 110%

~
I

I'.)
00



HP ~OI;:)11lJr.;' ItRJ:I::T' PRIOR YEAR

41'l5l07- ~113/97 %

VARIANCE VARiAJ\U:::E
%

VARIANCE

AVG AVG

CAWAGERING DAllY HANDLE DAILY HANDLE

TVG $ 16,908,253 59.:3% $; 469;674 $ 18;258;790 70:7% $ 480,494
TWIN SPIRES IATAB 1;'174,478 32;624 0.0%
XPRES$BET 4,133;923 14.5% ,114,S31 0.0%
YOUBET 6;278,716 22.0% 174,409 7,569,964 29.3% 19£'),210

TOTAL $ 2BA95;370 $ 791,538 $ 25;828;754 $ 679;704

AVG AVG
OUT OF STATE VIIAS'£:RING GAilYHANDLE: DAILY HANDLE

TVG $ 6;463;939 25.9% $ 179,554 $ 6,07:5;152 3004% $ 159;820

TWINSPIRESJATAB 6,137;080 24,6% 110-,474 2,861 ~655 14.3% 75;307
XPRESSBET 4,6d2,2Sg 16:1% 111 ;175 1,53'3.071 7. 40,344
YOUBET 8;329.;483 3304% 231,375 9,484,725 47.5% 249;598

TOTAL $ 24,932,791 $ 692,578 $ 19,'9'52,603 $ 525;069

AVG AVG
HOLLYWOOD PARKTOTAL DAllY HANDLE OA.JLYHANDLE

TVG $ 23;372,192 93.7% $ .649,228 $ 24,331.,942 121.9% $ MO,314
TWIN SpiRES I AlAB 7,311 i 558 29.3% 203,099 2,861;655 14.3% 75,307
XPRESSBET 8,136,212 32.6% 226,006 1.533~O71 1.7% 40,344
YOUBET 14,608;199 58.6% 405,783 17,054,689 85.5% 448,808

TOTAL $ 53;428;161 $ 1,484,'16 $ 45;781.357 $ 1,204,773

$' (1 ;350;537)

1,174,478

4,133,923

(1 ;291 ,248)

$ 2;666,616

$ 390,787

3,275,425

2,469:218
(1,155,242)

$ 4,980,188

$ (959,750)
4,449,903

6.603,141

(2,446,490)

$ 7;646,804

AVG
DAlLY HANDLE

-7.4% -2.3%

-17.1 % -12.4%

-
10.3%

AVG
DAILY HANDLE

6.4% 12.3%
114.5% 126.4%

161.1% 175.6%
-12.2% -7.3%

-
·250%

AVG
DAILY HANDLE

-3.9% 1.4%

155.5% 169.7%
430]% 460.2%

-14.3% -9.6%

-
l'~~~g~'2W@

'V
16.7°/6 >

()
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~

I

tv
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CAWAGERING

~HPSPRiN6J\IIEET..;;.2008

.4i~3io8'L~61j1fQ8

AVG

bAllY HANDLE

PRIOR:YEA~

4125fo'i'~' $113/0.7

AVG
DAilY' HANDLE:

%
VARIANCE VARIANCE

%

VARIANCE

AVG

DAILY HANDLE

TOTAL $ 74,354,252 S 1 ;487,085 $ 73,719,524 $ 1.,474,390

AVG , AVG
OUT OF 5TATE WAGE:RING 0NC~TRACKS DAILY HANDLE DAIlYHANDlE

tvG S .9;681,055 28:5% $ 193,621 $ B,197;6B'2 29:9% $ 1'63,954

TWIN SPIRES /ATA8 7,444,763 21.9% 148,81;)5 4,181;597 15.3% 83;652

XPRESS8ET 5;191;256 1£>.3% 103.;825 2;596,581 9;·5% 51;932

YQUBET 11,694,723 34.4% 233;894 12,437;573 450'4% 248;751

-
TOTAL $. 34;011,797 $ 680;236 S 27,414,433 $ 548,289 .$ 6;597,364 24.1 %

$ (1,054..902) ~2.3%

2,979,289
1,985,983 19.9%

(3,275;642) -17.4%

$ 634,728 09%

TVG
T\I\IINSPIRES IATAB

XPRESSBET
YOUBET

$ 43;91:2,674
2;919;289

11}~61;183

15'.501.1.06

·59;1%
4.0%

16;·1%
20;8%

$ 878.25.3
59;586

239,224
310;022

$ 44;96.7;576 61:6'1% S 899;352

0.0%
9,975,200 13.5% 199;504

18;776.;748 25~5% 375,5:55

$ 1;483;373

3,262,166
2,594,675

(742;850)

18.1%

78:0%
99,9%
-60%

-2.3%

19.9%

-17.4%

AVG

DAILY HANDLE

-6.0%

--.)
\

W
o



CH~.HVl~ ADYV/HA~9t;PER.~EN.TAGE R.EPpf{r

GOGQENGAT:E
i1f.1/0i:;,'ij3J.08

AVG AVG

CAWAGE:R1NG DAILYHANDLE DAllYHANDLE

TVG $ 4;831,319 49::8% $ 19';2d2 $ o,()% $
TWlNSPIRES!ATAB 171.,483 '1;8% 2~811 0:0%
XPRESSBET 1,888,790 19:0% 30,964 1;.294\761 46:6% 35;966
YOU8Er 2,:81:3,777 29.'0% 46,127 1,480;942 53:4% 41,137

TOTAL $ 9,705,369 '$ 159;104 $ 2,775,703 $ 77.103

AVG AVG
out 6t=STATE;WAGER1NG DAiLY HANDLE DAllY HANDLE

TVG $ 1,279,881 19:3% $ 20;982 $ 0.0% $
TVVIN SPIRESl ATAB 1;518;876 22,9% 24,900 714;392 29,3% 19;844
XPRESSBET 1,211,804 18.3% 19:866 597,039 24.5% 16,584

YOUBET 2,620,935 39:5% 42,966 1,1.24,662 462% 31,241

TOTAL $ 6,631,496 $ 108;713 $ 2,436,093 $ 61,6$9

f.:VG AVG

GOLDEN·GATE FIELDS TOTAL QAilY HANDLE OAllY HANDLE

TVG $ 6,111,200 92:2% $ 100,184 $ 0.0% $
TWIN SPIRESiATAB 1,690,359 25.5% 27,711 71·(392 29:3% 19;844

XPRESSB'ET 3,100;594 46.8% 50;829 1,891;800 77.7% 52;550

YOUBET 5,434,71.2 82:0% 89,094 2,605,604 107.0% 72;378

--

TOTAL $ .16·;336;865 $ 267;817 S 5,211 ;796 S 144,772

% %
VARIANCE VARIANCE VARIANCE

AVG

DAILY

$ 4.,831 ;319

171 ;483

594,b2~ 45.9% -13.9%

1;332:835 90.0% 12.1%

$ 6,929,666 249.7%

AVG

DAlLY HANDLE

$ 1,279;881

804,484 112.6% 255%

614,765 103.0% 19,8%
1,496,273 133.0%

-
S 4,195.,403 172.2%

PNG

DAllY HANDLE

$ 6:111;200

975,967 136.6% 39:6%

1;208,794 639% -3.3%

2,829,108 108.6% 23.1%

'"0

$ 11,125,069 213.5% ~~~~~ >-
Q
tT1



8AY':MEAiJQWS';;2(jO:~

.2i4M}~~'5/1;:~fQ8:

CH:RJMS."DWH~NDLELPER.C.ENT'AGEREflGHT

%
vARIANCE VARIANcE

%

VARIANCE

$ 3;693,517 54-,5%

$ 4,288,105 49.1%

AVG AVG

CAWAGERING DAILYHANOLE DAILY HANDLE

TVG $ 7,835,:718 $6.2% $ 111,939 $ 4;705,668
..

53~9% $ 98,b35
TVVINSPIRESI ArAB aJS;954 '2:6% 4,799 O~O%

XPRE$SBET .2,084,888 16.1)% 29;78'4 1,970;981 ·Z·2~o% 41,062

YOUBET 2;760,035 212% 39;429 2,,051,841 23:5% 42,747

-
TOTAL S 1.3,016,595 $ 185,951 $ 8,728,490 $ 181.844

AVG i AVG
OUT OF :STATE WAGEF{ING DAILY HANDLE DAllY HANDLE

TVG $ 3;840,1'30 36.7% $ 54,859 $ 2;457,838 36:3% $ 51,205

TWIN SPIRES! ATAS 1;9tl4,534 n3:8% 28.065 1,397,623 20:'6% 29;117

XPRESSBET 1;467,459 14,0% 20,964 956,081 141% 19,918

YOUBET 3;192,372 30:5% 45,605 1,959,436 28/J% 40;,822

TOTAL $ 10;464,495 $ 149,493 S 6,770;978 . $ 14.1,062

AVG AVG

BAY MEADOWS TOTAL DAILYHANDlE GAllYHANDLE

TVG $ 11,675,848 111,6% $ 166.798 $ 7,163,506 105.8% $ 149,240

TWIN SPIRES! ATAS '2;jOO;488 22:0% 32;864 1,3.97,623 20.6% 29,117

XPRESSBE:T 3,552,347 33..9% 50;748 2,921,062 4:3.2% 60,980

YOUBET 5,952;407 5Q.9% 85,034 4;011,277 59,2% 83.,568

-- -
TOTAL $ 23;481,090 $ 335A44 :$ 15;499;468 $ 322,906

$ 3,130;050

335,954

113';907

708;194

$ 1,382,292

5'66,911
511,378

1;232;936

$ 4;512,342

902,865

625,285

1,(:j41,130

$ 7,981,622

66.5%

5,8%

34.5%

56.2%

40,6.%
53.5%

62,9%

63.0%

64.6 %

48.4%

51.5%

AVG

DAllY HANDLE

142%)

-27.5%

-7.8%

AVG
DAllY HANDLE

71

-36%

5:2%
11.7%

AVG
DAllY HANDLE

118%
12.9%

-16:8%
18%

i;j

>o
tI1
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Ffi"om: Sherwood Chillingworth

Sent: Thursday, June 12, 20084:34 PM

To: \Nagner, Jacqueline

Subject: ADW Experiment

Dear Ms. Wagner:

I have seen a copy of a letter to you from Craig Fravel at Del Mar advocating the continuance of the Advanced
Deposit Wagering experiment through December 31, 2008. It has proven not only beneficial to the tracks, owners
and trainers but, in addition, TVG had its best first quarter in company history with this experiment in place.

What logical purpose is there for not continuing this format when it has worked so well for all, including TVG.

Sincerely,

Sherwood C. Chillingworth

Executive Vice-President

Oak Tree Racing Association

,,- /1 ") /")/1110



RACING BOJ\-RD
TITLE 4. CALIFORNIA OF REGUl/ATIONS

ARTICLE 26. ADVANCE DEPOSIT WAGERING
RULE 2071. LICENSE TO CONDUCT

DEPOSITWAGERlNG BY A CALIFORNIA APPLICANT

Regular Board Meeting
June 27, 2008

207:L LicelI1lse to CondllUlct Advance Deposit Wagering lOy a
CalifoJnmna Applicant.

(a) Prior to an Account being established or wagering being conducted the
Applicant located in California must be licensed by the Board. All licenses
granted shall be subject to the provisions ofBusiness and Professions (B&P)
Code Section 19460 et. seq.
(b) An Applicant for license shall complete an Application for License to
Conduct Advance Deposit Wagering, CHRB-132 (New 9/01), hereby incorporated
by reference, which is available at the Board's administrative office.
The Application must be filed not later than 90 days in advance of the
scheduled start date of operation. A bond from a surety company admitted in
the state of California or other form of financial security in the amount of
$500,000 must accompany the Application. The termof the license shall be
two years from the date the license is issued.
(c) Applicants shall establish security access policies and safeguards
pursuant to B&P Section 19604.
(d) Applicants that accept wagers from California residents shall provide a
full accounting and verification of the source of the wagers, and a detailed
wagering information file that includes, but is not limited to, dollar amount
wagered, pool on which the wager was placed, race number and racing venue,
zone, breed, zip code of the Account Holder, time wagering stopped, and time
of the wager in the form ofa daily download of pari-mutuel data to the Board
designated database, California Horse Racing Information Management
System, that is compatible with a Comma Delimited Text File.
(e) Applicants shall provide financial information that demonstrates the
financial resources to operate Advance Deposit Wagering and provide a
detailed budget that shows anticipated revenue, expenditures and cash flows
by month projected for the term of the license.
(f) The Board may conduct investigations, inspections or request additional

. information from the Applicant as it deems appropriate in determining
whether to approve the license.
(g) The Board, or its designee, shall be given access for review and audit of
all records. The Applicant shall, at their location during hours of operation,
make such information available. The Board nlay require the Applicant to
annually submit audited financial statements.
(h) All advertisements shall contain a statement that persons under 18 are
not allowed to open or have access to Accounts. All advertisements shall



contain contact information for a recognized problem-gambling support
organization
(i) Applicants shall enter into a written contractual agreement with the bona
fide labor organization that has historically represented the same or silnilar
classifications of employees at the nearest horse racing meeting
U) The Board shall notify the Applicant in writing within 30 calendar days
from the receipt date by the Board? s administrative office if the Application is
complete or deficient. If the Application is deficient, the notice shall include:
(1) Instructions as to what is required of the Applicant to complete the
Application.
(2) Instructions for requesting additional time to satisfy the requirements
listed in the notification, if needed.
(k) The Board shall approve or deny an Application within 90 calendar days
from the receipt date by the Board unless the Applicant requests and is granted
additional time to supply information.
(I) lfthe Board denies an Application, the Applicant has 30 calendar days,
from the receipt date of the Board's denial notification, to request a
reconsideration of the Board's decision. The request must be in writing and
sent to the Board's administrative office. The Board shall respond in writing
to the reconsideration request within 30 working days from the receipt date of
the request. If reconsideration is denied, the Applicant may file for judicial
review in accordance with Section 11523 of the Government Code.
(m) Subsequent to theissuance of a license to conduct Advance Deposit
Wagering under this article, changes or amendments to information or
operating procedures contained in an Application will be permitted by order
ofthe Board or by Board approval of a request submitted in writing by the
Applicant.
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HORSE RACING BOARD
TITLE 4. CALIFORNIA CO:DE OF REGULATIONS
ARTICLE 26. ADVANCE DEPOSIT WAGERING

RULE 2072 APPROVAL TO CONDUCT ADVANCE
DEPOSIT WAGERING· BY CALIFORNIA APPLICANT

Regular Board Meeting
June 27,2008

20720 Approval to COR1udluct Advance Deposit Wagering by an
out-of-state Applicanto

(a) Prior to an Account being established or wagering being conducted the
Applicant located out-of-state ll1Ust be Board-approved. All approvals granted
shall be subject to the provisions ofBusiness and Professions (B&P) Code
Section 19460 et. seq.
(b) An out-of-state Applicant shall complete an Application for Approval to
Conduct Advance Deposit Wagering, CHRB-133 (New 9/01), hereby incorporated
by reference, which is available at the Board's administrative office.
The Application must be filed not later than 90 days in advance of the
scheduled start date of operation. A bond from a surety company admitted in
the state of California or other form of financial security in the amount of
$500,000 must accompany the Application. The term of approval is two years
from the date the approval is issued.
(c) Out-of-state Applicants shall establish security access policies and
safeguards pursuant to B&P Section 19604.
Cd) Out-of-state Applicants that accept wagers from California residents
shall provide a full accounting and verification of the source of the wagers,
and a detailed wagering information file that includes, but is not limited to,
dollar amount wagered, pool on which the wager was placed, race number and
racing venue, zone, breed, zip code of the Account Holder, time wagering
stopped, and time of the wager in the fonn of a daily download ofpari-mutuel
data to the Board designated database, California Horse Racing Information
Management System, that is compatible with a Comma Delimited Text File.
(e) Out-of-state Applicants shall provide financial information that demonstrates
the financial resources to operate Advance Deposit Wagering and
provide a detailed budget that shows anticipated revenue, expenditures and
cash flows by month projected for the term of the approvaL
(f) The Board may conduct investigations, inspections or request additional
information from the out-of-state Applicant as it deems appropriate in
determining whether to approve the Application.
(g) The Board, or its designee, shan be given access for review and audit of
all records. The out-of-state Applicant shall, at their location during hours of
operation, make such information available. The Board may require the
out-of-state Applicant to annually submit audited financial statements
(h) All advertisements shall contain a statement that persons under 18 are
not allowed to open or have access to Accounts. All advertisements shall



contain contact information for a recognized probleln-gambling support
organization
(i) The Board shall notify the out-of-state Applicant in writing within 30
calendar days from the receipt date by the Board's administrative office if the
Application is cOlllplete or deficient. If the Application is deficient, the notice
shall include:
(1) Instructions as to what is required of the out-of-state Applicant to
conlplete the Application.
(2) Instluctions for requesting additional time to satisfy the requirements
llsted in the notification, if needed.
(j) The Board shall approve or deny an Application within 90 calendar days
from the receipt date by the Board unless the out-of-state Applicant requests
and is granted additional time to supply information.
(k) If the Board denies an Application, the out-of-state Applicant has 30
calendar days, from the receipt date of the Board's denial notification, to
request a reconsideration of the Board's decision. This request must be in
writing and sent to the Board's administrative office. The Board shall respond
in writing to the reconsideration request within 30 working days from the
receipt date of the request. If reconsideration is denied, the out-of-state
Applicant may file for judicial review in accordance with Section 11523 of the
Government Code
(l) Subsequent to the issuance of an approval to conduct Advance Deposit
Wagering under this article, changes or amendments to information or
operating procedures contained in an Application will be permitted by order
of the Board or by Board approval of a request submitted in writing by the
Applicant.
(m) As a condition of approval the out-of-state Applicant shall designate a
California agent for receipt of service of process.
(n) By submitting the Application the out-of-state Applicant consents to the
jurisdiction of California courts and the application of California law as to all
California wagers and operations.
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BU§~§S AND PRO.!FES§ION·S CODE SEC1I10N 19604

19604. The board may authorize any racing association, racing fair,
betting system, or multijurisdictional wagering hub to conduct
advance deposit wagering in accordance with this section. Racing
associations, racing fairs, and their respective horsemen's
organizations may form a partnership, joint venture, or any other
affiliation in order to further the purposes of this section.

(a) As used in this section, the following definitions apply:
(1) "Advance deposit wagering" means a form of parimutuel wagering

in which a person residing within California or outside of this
state establishes an account with an ADW provider, and subsequently
issues wagering instructions concerning the funds in this account,
thereby authorizing the ADW provider holding the account to place
wagers on the account owner's behalf.

(2) "ADW provider" means a licensee, betting system, or
multijurisdictional wagering hub, located within California or
outside this state, that is authorized to conduct advance deposit
wagering pursuant to this section.

(3) "Betting system" means a business conducted exclusively in
this state that facilitates parimutuel wagering on races it
simnlcasts and other races it offers in its wagering menu.

(4) "Breed of racing" means as follows:
(A) With respect to associations and fairs licensed by the board

to conduct thoroughbred, fair, or mixed breed race meetings, "breed
of racing" shall mean thoroughbred.

(B) With respect to associations licensed by the board to conduct
quarter horse race meetings, "breed of racing" shall mean quarter
horse.

(C) With respect to associations and fairs licensed by the board
to conduct standardbred race meetings, llbreed of racing" shall mean
standardbred.

(5) "Contractual compensation" means the amount paid to an ADW
provider from advance deposit wagers originating in this state,
Contractual cOlnpensation includes, but is not lilnited to, hub fee
payments, and may include host fee payments, if any, for out-of-state
and out-of-country races. Contractual compensation is subject to the
following requirements:

(A) Excluding contractual compensation for host fee payments,
contractual compensation shall not exceed 6.5 percent of the amount
wagered.

(B) The host fee payments included within contractual cOlnpensation
shall not exceed 3.5 percent of the amount wagered. Notwithstanding
this provision, the host fee payment with respect to wagers on the

8



Kentucky Derby, Preakness Stakes, Belrnont Stakes, and selected
Breeders' Cup Championship races n1ay be negotiated by the
provider, the racing associations accepting wagers on those races
pursuant to Section 19596.2, and the horsemen's organization.

(C) In order to ensute fair and consistent Inarket access fee
distributions to associations, fairs, horsemen, and breeders, for
each breed of racing, the percentage of wagers paid as contractual
compensation to an ADW provider pursuant to the tenns of a hub
agreement with a racing association or fair when that racing
association or fair is conducting live racing shaJI be the same as
the percentage of wagers paid as contractual compensation to that ADW
provider when that racing association or fair is not conducting live
racing.

(6) "Horsemen's organization" means, with respect to a particular
racing meeting, the organization recognized by the board as
responsible for negotiating purse agreements on behalf of horsemen
participating in that racing meeting.

(7) "Hub agreement" means a written agreement providing for
contractual compensation paid with respect to advance deposit wagers
placed by California residents on a particular breed of racing
conducted outside of California. In the event a hub agreement exceeds
a term of two years, then an ADW provider, one or more racing
associations or fairs that together conduct no fewer than five weeks
of live racing for the breed covered by the hub agreement, and the
horsemen I s organization responsibl~ for negotiating purse agreements
for the breed covered by the hub agreement shall be signatories to
the hub agreement A hub agreement is required for an ADW provider to
receive contractual compensation for races conducted outside of
.California.

(8) "Hub agreement arbitration" means an arbitration proceeding
pursuant to which the disputed provisions of the hub agreement
pertaining to the hub or host fees from wagers on races conducted
outside of California provided pursuant to paragraph (2) of
subdivision (b) are determined in accordance with the provisions of
this paragraph, If a hub agreement arbitration is requested, all of
the following shall apply:

(A) The ADW provider shall be permitted to accept advance deposit
wagers from California residents.

(B) The contractual compensation received by the ADW provider
shall be the contractual compensation specified in the hub agreement
that is the subject of the hub agreement arbitration.

(C) The difference between the contractual compensation specified
in SUbparagraph (B) and the contractual compensation detennined to be
payable at the conclusion of the hub agreement arbitration shall be



calculated and paid within 15 days following the arbitrator! s
decision and order. The hub agreement arbitration shall be held as
promptly as possible, but in no event luore than 60 days following the
demand for that arbitration. The arbitrator shall issue a decision
no later than 15 days following the conclusion of the arbitration. A
single arbitrator jointly selected by the ADW provider and the party
requesting a hub agreement arbitration shall conduct the hub
agreement arbitration. However, if the parties cannot agree on the
arbitrator within seven days of issuance of the written demand for
arbitration, then the arbitrator shall be selected pursuant to the
Streamlined Arbitration Rules and Procedures of the Judicial
Arbitration and Mediation Services, or pursuant to the applicable
rules of its successor organization. In making the hub agreement
arbitration determination, the arbitrator shall be required to choose
between the contractual compensation of the hub agreement agreed to
by the ADW provider or whatever different tenns for the hub agreement
were proposed by the party requesting the hub agreenlent arbitration.
The arbitrator shall not be permitted to impose new, different, or
compromised terms to the hub agreement. The arbitrator's decision
shall be final and binding on the parties. If an arbitration is
requested, either party may bring an action in state court to compel
a party to go into arbitration or to enforce the decision of the
arbitrator. The cost of the hub agreement arbitration, including the
cost of the arbitrator, shall be borne in equal shares by the parties
to the hub agreement and the party or parties requesting a hub
agreement arbitration. The hub agreement arbitration shall be
administered by the Judicial Arbitration and Mediation Services
pursuant to its Streamlined Arbitration Rules and Procedures or its
successor organization.

(9) "Incentive awards" means those payments provided for in
Sections 19617.2, 19617.7, 19617.8, 19617.9, and 19619. The amount
determined to be payable for incentive awards under this section
shall be payable to the applicable official registering agency and
thereafter distributed as provided in this chapter.

(10) II Licensee" means any racing association or fair licensed to
conduct a live racing meet in this state, or affiliation thereof,
authorized under this section.

(11) "Market access feel! means the amount of advance deposit
wagering handle remaining after the payment of winning wagers, and
after the payment of contractual compensation, if any, to an ADW
provider. Market access fees shall be distributed in accordance with
subdivision (f).

(12) "Multijurisdictional wagering hubl! means a business conducted
in more than one jurisdiction that facilitates parimutuel wagering
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on races it simulcasts and other races it offers in its wagering
menu.

(13) "Racing fair" means a fair authorized by the board to conduct
live racing.

(14) If Zone" means the zone of the state, as defined in Section
19530.5, except as modified by the provisions of subdivision (f) of
Section 19601. For these purposes, the central and southern zones
shall together be considered one zone.

(b) Wagers shall be accepted according to the procedures set forth
in this subdivision.

(1) No provider shall accept or vvagering instructions
on races in California from a resident of California unless

of the follovving are Inet:
(A) IS by the LJ''--''_U'U-.

<AhL '-'''''.LAV''L<- allowing
conducting

""n."""'''''''''''''''' in s n"~h,r,',,-,,""''''''L'LL-'U<-L''''''-'LA -rrc.c·~"',,"'.nC'·'

negotiating purse agreements for the breed on vvhich the
Inade in accordance vvlth the Interstate Act

3001, et regardless of the the
whether in or including, vvithout linntatioB9

any all requirements contained therein with respect to vvritten
consents and required written agreements of horsemen's groups to the
terms and conditions of the acceptance of those wagers and any
arrangements as to the exclusivity between the host racing
association or fair and the ADW provider. For purposes of this
subdivision 9 the substantive provisions of the Interstate Horseracing
Act shall be taken into account without regard to vv'hether, by its
own tenns, that act is applicable to advance deposit wagering on
races conducted in California accepted from residents of California.

are made.
(C)

(2) No ADW provider shall accept wagers or wagering instructions
on races conducted outside of California from a resident of
California unless all of the following conditions are met:

(A) The ADW provider is licensed by the board.
(B) There is a hub agreement between the ADW provider and one or

both of (i) one or more racing associations or fairs that together
conduct no fewer than five weeks of live racing on the breed on which
wagering is conducted during the calendar year during which the
wager is placed, and (ii) the horsemen's organization responsible for
negotiating purse agreements for the breed on which wagering is
conducted.



(C) If the parties referenced in clauses (i) and (ii) of
subparagraph (B) are both signatories to the hub agreement, then no
party shall have the right to request a hub agreement arbitration.

(D) If only the party or parties referenced in clause (i) of
subdivision (B) is a signatory to the hub agreelnenl, then the
signatories to the hub agreement shall, within five days of execution
of the hub agreement, provide a copy of the hub agreement to the
horsemen's organization responsible for negotiating· purse agreements
for the breed on which wagering is conducted for each race conducted
outside of California on which California residents may place advance
deposit wagers. Prior to receipt of the hub agreement, the horsemen'
s organization shall sign a nondisclosure agreement with the ADW
provider agreeing to hold confidential all terms of the hub
agreement. If the horsemen's organization wants to request a hub
agreement arbitration, it shall send written notice of its election
to the signatories to the hub agreement within 10 days after receipt
of the copy of the hub agreement, and shall provide its alternate
proposal to the hub and host fees specified in the hub agreement with
that written notice. If the horsemen's organization does not provide
that written notice within the 10~day period, then no party shall
have the right to request a hub agreement arbitration. If the
horsemen's organization does provide that written notice within the
10-day period, then the ADW provider shall have 10 days to elect in
writing to do one of the following:

(i) Abandon the hub agreement.
(ii) Accept the alternate proposal submitted by the horsemen's

organization.
(iii) Proceed with a hub agreement arbitration.
(E) If only the party referenced in clause (ii) of subdivision (B)

is a signatory to the hub agreement, then the signatories to the hub
agreement shall, within five days of execution of the hub agreement,
provide written notice of the host and hub fees applicable pursuant
to the hub agreement for each race conducted outside of California on
which California residents may place advance deposit wagers, which
notice shall be provided to all racing associations and fairs
conducting live racing of the same breed covered by the hub
agreement. If any racing association or fair wants to request a hub
agreement arbitration, it shall send written notice of its election
to the signatories to the hub agreement within 10 days after receipt
of the notice of host and hub fees. It shall also provide its
alternate proposal to the hub and host fees specified in the hub
agreement with the notice of its election. If lllorethan one racing
association or fair provides notice of their request for hub
agreement arbitration, those racing associations or fairs, or both,
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shall have a period of five days to Jointly agree upon which of their
alternate proposals shall be the official proposal for purposes of
the hub agreement arbitration. If one or more racing associations or
fairs that together conduct no fewer than five weeks of live racing
on the breed on which wagering is conducted during the calendar year
during which the wager is placed does not provide written notice of
their election to arbitrate within the 10-day period, then no party
shall have the right to request a hub agreement arbitration. Ifa
valid hub agreement arbitration request is made, then the ADW
provider shall have 10 days to elect in writing to do one of the
following:

(i) Abandon the hub agreement.
(ii) Accept the alternate proposal submitted by the racing

associations or fairs.
(iii) Proceed with a hub agreement arbitration.
The results of any hub agreement arbitration elected pursuant to

this subdivision shall be binding on all other associations and fairs
conducting live racing on that breed.

is
the Interstate Horseracing
regardless of the location the AD'VV provider, whether
or otherwise, including, vvithout limitation, all
requiren1ents with consents
required written agreelnents horselnen: s to the terms and
conditions of the acceptance of such 'wagers and any arrangements as
to the exclusivity between the host racing association or fair and
the ADVV provider.

(c) An advance deposit wager may be made only by the ADW provider
holding the account pursuant to wagering instructions issued by the
owner of the funds communicated by telephone call or through other
electronic media. The ADW provider shall ensure the identification of
the account's owner by using methods and technologies approved by
the board. Any ADW provider that accepts wagering instructions
concerning races conducted in California, or accepts wagering
instructions originating in California, shall provide a full
accounting and verification of the source of the wagers thereby made,
including the postal ZIP Code and breed of the source of the wagers,
in the form of a daily download of parimutuel data to a database
designated by the board. The daily download shall be delivered in a
timely basis using file formats specified by the database designated
by the board, and shall include any and all data necessary to
calculate and distribute moneys according to the rules and
regulations governing California parimutuel wagering. Any and all
reasonable costs associated with the creation, provision,and
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transfer this data shall be borne by the provider.
(d) (1) (A) The board shall develop and adopt rules to license and

regulate all phases of operation of advance deposit wagering for
providers operating in California.

(B) The board shall not approve an application for an original or
renewal license as an ADW provider unless the entity, if requested in
writing by a bona fide labor organization no later than ninety days
prior to licensing, has entered into a contractual agreement with
that labor organization that provides all of the following:

(i) The labor organization has historically represented employees
who accept or process any fonn of wagering at the nearest horse
racing meeting located in California.

(ii) The agreeluent establishes the method by which the ADW
provider will agree to recognize and bargain in good faith with a
labor organization which has demonstrated majority status by
submitting authorization cards signed by those employees who accept
or process any form of wagering for which a California ADW license is
required.

(iii) The agreement requires the ADW provider to maintain its
neutrality concerning the choice of those employees who accept or
process any fonn of wagering for which a California ADW license is
required whether or not to authorize the labor organization to
represent theln with regard to wages, hours, and other the terms and
conditions of employment.

(iv) The agreement applies to those classifications of employees
who accept or process wagers for which a California ADW license is
required whether the facility is located within or outside of
California.

(C) (i) The agreeluent required by subparagraph (B) shall not be
conditioned by either party upon the other party agreeing to matters
outside the requirements of subparagraph (B).

(ii) The requirement -in subparagraph .(B) shall· not apply to an ADW
provider which has entered into a collective bargaining agreement
with a bona fide labor organization that is the exclusive bargaining
representative of employees who accept or process parimutuel wagers
on races for which an ADW license is required whether the facility is
located within or outside California.

(D) Permanent state or county employees and nonprofit
organizations that have historically performed certain services at
county, state, or district fairs may continue to provide those
services.

(E) Parimutuel clerks employed by racing associations or fairs or
employees of ADW providers who accept or process any form of wagers
who are laid off due to lack of work shall have preferential hiring
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rights for new positions with their en1ployer in occupations whose
duties include accepting or processing any fonn of wagers, or the
operation, repair, service, or maintenance of equipment that accepts
or processes any form of wagering at a racetrack, satellite wagering
facility, or ADW provider licensed by the board. The preferential
hiring rights established by this subdivision shall be conditioned
upon the employee meeting the minimum qualification requirements of
the new job.

(2) The board shall develop and adopt rules and regulations
requiring ADW providers to establish security access policies and
safeguards, including, but not limited to, the following:

(A) The ADW provider shall use board~approved methods to perform
location and age verification confirmation with respect to persons
establishing an advance deposit wagering account.

(B) The ADW provider shall use personal identification numbers
(PINs) or other technologies to assurethatoruy the accountholder
has access to the advance deposit wagering account.

(C) The ADW provider shall provide for withdrawals from the
wagering account only by means of a check made payable to the
accountholder and sent to the address-of the accountholderor by
means of an electronic transfer to an account held by the verified
accountholder or the accountholder may withdraw funds from the
wagering account at a facility approved by the board by presenting
verifiable account identification information.

(D) The ADW provider shall allow the board access to its premises
to visit, investigate, audit and place expert accountants and other
persons it deems necessary for the purpose of ensuring that its rules
and regulations concerning credit authorization, account access, and
other security provisions are strictly complied with. To ensure that
the amounts retained from the parimutuel handle are distributed
under law, rules, or agreements, any ADW provider that accepts
wagering instructions cOD;cerning races conducted in California ·or
accepts wagering instructions originating in California shall provide
an independent "agreed upon procedures" audit for each California
racing meeting, within 60 days of the conclusion of the race meeting.
The auditing firm to be used and the content and scope of the audit,
including host fee obligations, shall be set forth in the applicable
agreement. The ADW provider shall provide the board, horsemen's
organizations, and the host racing association with an annual
parimutuel audit of the financial transactions of the ADW provider
with respect to wagers authorized pursuant to this section, prepared
in accordance with generally accepted auditing standards and the
requirements of the board. Any and all reasonable costs associated
with those audits shall be borne hy the ADW provider.

PAGE 7-45



(3) The board shall prohibit advance deposit wagering advertising
that it determines to be deceptive to the public. The board shall
also require, by regulation, that every form of advertising contain a
staten1ent that minors are not allowed to open or have access to
advance deposit wagering accounts.

(e) In order for a licensee, betting system, or
multijurisdictional wagering hub to be approved by the board as an
ADW provider, it shall meet both of the following requirements:

(1) All wagers thereby made shall be included in the appropriate
parimutuel pool under a contractual agreement with the applicable
host track.

(2) The amounts deducted from advance deposit wagers shall be in
accordance with the provisions of this chapter.

(f) After the payment of contractual compensation; the amounts
received as market access fees from advance deposit wagers, which
shall not be considered for purposes of Section 19616.51, shall be
distributed as follows:

(1) An amount equal to 0.0011 multiplied by the amount handled on
advance deposit wagers originating in California for each racing
meeting shall be distributed to the Center for EqUine Health to
establish the Kenneth L, Maddy Fund for the benefit of the School of
Veterinary Medicine at the University of California at Davis.

(2) An amount equal to 0.0003 multiplied by the amount handled on
advance deposit wagers originating in California for each racing
meeting shall be distributed to the Department of Industrial
Relations to cover costs associated with audits conducted pursuant to
Section 19526 and for the purposes of reimbursing the State
Mediation -and Conciliation Service for costs incurred pursuant to
this bill. I-Iowever, if that amount would exceed the costs of the
_Department of Industrial Relations, the amount distributed to the
department shall be reduced, and that reduction shall be forwarded to
an organization designated by the racing association or fair
described in subdivision (a) for the purpose of augmenting a
compulsive gambling prevention program specifically addressing that
problem.

(3) An amount equal to 0.00165 multiplied by the amount handled on
advance deposit wagers that originate in California for each racing
meeting shall be distributed as follows:

(A) One-half of the amount shall be distributed to supplement the
trainer-administered pension plans for backstretch personnel
established pursuant to Section 19613. Moneys distributed pursuant to
this subparagraph shall supplement, and not supplant,moneys
distributed to that fund pursuant to Section 19613 or any other
provision 'of law.



One-half of the amount shall be distributed to the welfare
fund established for the benefit of horselnen and backstretch
personnel pursuant to subdivision (b) of Section 19641. Moneys
distributed pursuant to this subparagraph shall supplement, and not
supplant, moneys distributed to that fund pursuant to Section 19641
or any other provision of law.

(4) With respect to \vagers on each breed of racing that originate
in California, an amount equal to two percent of the first two
hundred fifty million dollars ($250,000,000) of handle froIn all
advance deposit wagers originating from within California annually,
an amount equal to 1.5 percent of the next two hundred fifty million
dollars ($250,000,000) of handle from all advance deposit wagers
originating from within California annually, an ,amount equal to one
percent of the next two hundred fifty million dollars ($250,000,000)
of handle from all advance deposit wagers originating from within
California annually, and an amount equal to 0.50 percent of handle
from all advance deposit wagers originating from within California in
excess of seven hundred fifty million dollars ($750,000,000)
annually, shall be distributed as satellite wagering commissions.
Satellite facilities that were not operational in 2001, other than
one each in the cities of Inglewood and San Mateo, and two additional
facilities each operated by the Alameda County Fair and the I---os
Angeles County Fair and their partners and other than existing
facilities which are relocated, are not eligible for satellite
wagering commission distributions under this section. The satellite
wagering facility commissions calculated in accordance with tins
subdivision shall be distributed to each satellite wagering facility
and Tacingassociation -or fair in the zone in which the wager
originated in the same relative proportions that the satellite
wagering facility or the racing association or fair generated
satellite commissions during the previous calendar year. If there is
a reduction in the satellite wagering commissions pursuant to this
section, the benefits therefrom shall be distributed· equitably as
purses and commissions to all associations and racing fairs
generating advance deposit wagers in proportion to the handle
generated by those associations and racing fairs. For purposes of
this section, the purse funds distributed pursuant to Section
19605.72 shall be considered to be satellite wagering facility
commissions attributable to thoroughbred races at the locations
,described in that section.

(5) After the distribution of the amounts set forth in paragraphs
(1) to (4), inclusive, the remaining market access fees from advance
deposit wagers originating in California shall be as follows:

(A) With respect to wagers on each breed of racing, the amount



remaining shall be distributed to the racing association or fair that
is conducting live racing on that breed during the

calendar period in the zone in
which the wager originated. That amount shall be allocated to that
racing association or fair as commissions, to horsemen participating
in that racing meeting in the form of purses, and as incentive
awards, in the same relative proportion as they were generated or
earned during the prior calendar year at that racing association or
fair on races conducted or impolied by that racing association or
fair after making aU deductions required by applicable law.
Notwithstanding any other provision of law, the distributions with
respect to each breed .of racing set forth in this SUbparagraph may be
altered upon the approval of the board, in accordance ,vith an
agreement signed by the respective associations, fairs, horselnen's
organizations, and breeders organizations receiving those
distributions.

(B) If the provisions of Section 19601.2 apply, then the amount
distributed to the applicable racing associations or fairs shall
first be divided between those racing associations or fairs in direct
proportion to the total amount wagered in the applicable zone on the
live races conducted by the respective association or fair.
Notwithstanding this requirelnent, when the provisions of subdivision
(b) of Section 19607.5 apply to the 2nd District Agricultural
Association in Stockton or the California Exposition and State Fair
in Sacramento, then the total amount distributed to the applicable
racing associations or fairs shall first be divided equally, with 50
percent distributed to applicable fairs and 50 percent distributed to
applicable associations.

(C) Notwithstanding any provisions of this section to the
contrary, with respect to wagers on out-of-state and out-of.:country
thoroughbred races conducted after 6 p.m., Pacific time, 50 percent
of the amount remaining shall be distributed as commissions to
thoroughbred associations and racing fairs, as thoroughbred and fair
purses, and as incentive awards in accordance with subparagraph (A),
and the remaining 50 percent, together with the total amount
remaining from advance deposit wagering originating from California
out-of-state and out-of.:..country harness and quarter horse races
conducted after 6 p.m., Pacific time·, .shall be distributed as
commissions on a pro rata basis to the applicable licensed quarter
horse association and the applicable licensed harness association,
based upon the amount handled in state, both on- and off-track, on
each breed I s own live races in the previous year by that association,
or its predecessor association. One-half of the amount thereby
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received by each association shall be retained by that association as
a commission, and the other half of the money received shall be
distributed as purses to the horsemen participating in its current or
next scheduled licensed racing meeting.

(D) NotWithstanding any provisions of this section to the
contrary, with respect to wagers on out-of-state and out-of-country
nonthoroughbred races conducted before 6 p.lTI., Pacific time, 50
percent of the amount remaining shall be distributed as commissions
as provided in subparagraph (C) for licensed quarter horse and
harness associations; and the remaining 50 percent shall be
distributed as commissions to the applicable thoroughbred
associations or fairs, as thoroughbred and fair purses, and as
incentive awards in accordance with subparagraph (A).

(E) Notwithstanding any provision of this section to the contrary,
the distribution of market access fees pursuant to this subparagraph
may be altered upon the approval of the board, in accordance with an
agreement signed by all parties whose distributions would be
affected,

(g) A racing association, a fair, or a satellite wagering facility
may enter into an agreement with an ADW provider to accept and
facilitate the placement of any wager from a patron at its facility
that a California resident could make through that ADW provider.
Deductions from wagers made pursuant to such an agreement shall be
distributed in accordance with the provisions of this chapter
governing wagers placed at that facility, except that the board may
authorize alternative distributions as agreed to by the ADW provider,
the operator of the facility accepting the wager, the association or
fair conducting that breed of racing' in the zone where the wager is
placed, and the respective horselnen' s organization.

(h) Any issues concerning the interpretation or application of
this section shall be resolved by the board.

(i) Amounts distributed under this section shall be proportionally
reduced by an amount equal to 0.00295 multiplied by the amount
handled on advanced deposit wagers originating in California for each
racing meeting, and shall not exceed two million dollars
($2;000,000). The method used to calculate the reduction in
proportionate share shall be approved by the board.. The amount
deducted shall be distributed as follows:

(1) Fifty percent of the money to the California Horse Racing
Board to establish and to administer jointly with the organization
certified as the majority representative of California licensed
jockeys pursuant to Section 19612.9, a defined contribution
retirement plan for California licensed jockeys who retired from
racing on or after January 1, 2009, and who, as of the date of their



retireluent, had ridden in a minimum of 1,250 parin1utuel races
conducted in California.

(2) The remaining 50 percent of the money shall be distributed as
follows:

(A) Seventy percent shall be distributed to supplement the
trainer-administered pension plans for backstretch personnel
established pursuant to Section 19613. Moneys distributed pursuant to
this subparagraph shall supplement, and not supplant,moneys
distributed to that fund pursuant to Section 19613 or any other
provision of law.

(B) Thirty perceilt shall be distributed to the welfare fund
established for the benefit of horsemen and backstretch personnel
pursuant to subdivision (b) of Section 19641. Moneys distributed
pursuant to this subparagraph shall supplement, and not supplant1

moneys distributed to that fund pursuant to Section 19641 or any
other provision of law.
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9 . DiscussiqJY' and action by",:the Board regarding/f
/

the fegs".fbili ty of allowing a horse f that.,.;'1''las
not 9"t'arted for a mj,r:Cimum of 180 days J?,:i:nce its
la§.e'race to be epfered in a claimiTl,g/'race and
declared ineli$id5le to be claimed;",.'"'' Deferred

10. Discussion by the Board regarding the renewal of
licenses for existing Advanced Deposit Wagering
(ADW) providers . 111

11. Discussion and action by the Board on the
Application for Approval to Conduct Advanced
DeRosit Wagering (ADW) of Churchill Downs
Techpology Initiatives Company dba twinspires.com/
for istp out-af-state multi-jurisdictional/wagering
hub/ :f~om January 1, 2008 to December,]'l! 2010. 98

\"

12. Discussi'OJ;1 and action by the Board ,'regarding
establish:L:qg a uniform policy fOJ;·'criteria to be
used in det'e~mining races that are exempt or
considered de$ignated races from jockey
suspensions. ' Deferred

13. Discussion and a2t-ion by the Board regarding
jockeys being named·", to mo're than one horse in' any
race! and multiple hQ.r$.es that are entered by one
trainer or owner axstakes race wherein they
agree to only run one nG,rse in such a race. Deferred

.~ ,,~

14. Staff report on the follow'ipg concluded race
meets:

A. Hollywood, Park Racing ASSOCJ:>?tion at Hollywood
Park from April 25{ 2007 thrd~gh July 15{ 2007.

"\
B. San Joaquin County Fair at Stoc\ton from

Juge 14/ 2007 through June 24/ 1~07.

C.Alameda County Fair at Pleasanton from June 27/
/ 2007 through July 8{ 2007.
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the

ies

of 2007,

ask that

Ire willing

for, for the

interim, IIn

for us to ry to do s.

COMMI I think we do.

SION SHAPIRO;

tell weill staff to calendar a

to j hear this ication.5

6

~ please try t sit down.

8 number theylre

4

3

2

1

9 call up, tell you'll do it, let's get this

10

11

Okay!

MR. Thank

12 COMMISSION CHAIRPERSON SHAPIRO; Which now, I'm

13 going to go immediately into Item Number 10, and I would ask

14 people to bear with me because this is actually an issue

15 which I think is the most important thing on our agenda.

16 Item Number 10 on the agenda is discussion by the

17 Board regarding the renewal of licenses for existing

18 advanced deposit wagering providers.

19 As all of us knows, there is legislation currently

20 on the Governor's desk that would extend ADW beyond 2007,

21 and I would believe that it's something that this Board

22 would all be desirous of seeing extended. And, therefore, I

23 would ask to be authorized to write a letter on behalf of

24 the full Board, to the Governor 1 s Office, urging that we, as

25 a Board, believe IS important that bill be signed.

PETERS SHORTHAND REPORTING CORPORATION
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1 COMMISSIONER CHOPER: So moved.

2

3 Having

COMMISSION CHAIRPERSON SHAPIRO; Thank

d that; and those of us that have looked at the

4 law; I must tell you that in the past we have had so many

5 disputes about ADW wagering at different times in my three

6 years of being on this Board; that it has been very

7 disturbing and something that is confusing to all of us as

8 Board members; or at least certainly to me.

9 And when we've had disputes between the ADW

10 provider and the racetrack; or the ADW provider and TOC; or

II anybody else, what it all came back to was you licensed! you

12 issued licensed and the licenses that you issued didn't

13 provide that you could do certain things.

14 So here we are ln September/ and welre going to

15 need to relicense everyone of our ADW providers. I believe

16 itls time for this Board to step up and do something for our

17 fans and to do something for the industry.

18 I certainly want to see ADW to continue and I

19 would think that we should look for ways to enhance it.

20 One of the examples that we're disadvantaged is we

21 canlt even -- we run the risk of one of our larger ADW

22 providers not being able to take wagers on the Breeder's Cup

23 this year? Why, there's a dispute.

24 So as we now look at how we're gOlng to license

25 them; I believe that there's authority in the existing law

PETERS SHORTHAND REPORTING CORPORATION
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1 that s the CHRB jurisdiction and sion powers over

2 the race meetings conducted in Calif a/ over 1 persons

3 or things having to do with the operation of such meetings/

4 and that1s Section 19420.

5 The powers of the Racing Board/ In the Horse

6 Racing Law/ Section 19440/ include the authority of the CHRB

7 to adopt rules and regulations for the protection of the

8 public and control of horse racing and pari-mutuel wagering.

9 It also grants us the right to grant all licenses to be

10 issued to participants in the California horse racing

11 industry/ including those licenses issued to racing

12 associations and rs to conduct race meetings/ and the

13 license that will be issued to ADW providers in 2008/

14 assuming that law is signed.

15 Specifically/ Section 19480 of the Racing Law

16 provides the power to issue licenses to racing associations

17 and fairs/ to conduct race meetings that have been given to

18 the CHRB/ provided that the Board determines that the

19 issuance thereof will be in the public interest and subserve

20 the purposes of horse racing law.

21 So/ accordingly/ I believe that we are dealing

22 with something that is in the best interest of the public.

23 This implies that the CHRB is granted the right to enact

24 rules and conditions in the law. And Section 19460 says

25 that all licenses granted under the Horse Racing Law shall
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1 such lons as are deemed necess or desirable

2 by the Board for the s of Horse Rac Lawo

3 So if I read all that and if lIve it right,

4 and I'm sure our counsel will tell me, then reading the

5 legislation shows several purposes; including to act in the

6 public interest, and to encourage agricul ture and t-he

7 breeding of horses in the State of California.

8 Well, if we're going to do that; then pursuant

9 with Section 19401, the intent of the racing law is to allow

10 pari-mutuel wagering on horse races, while providing for the

11 maximum exposure of horse racing opportunities in the public

12 interest.

13 So it would appear tome that this is the juncture

14 where this Board has the ability to establish what

15 conditions it's going to use for licensing ADW companies~

16 And it would be my recommendation that as we move forward

17 that we consider finding a way that we require all of our

18 racing associations to offer their product to all licensed

19 ADW providers for wagering purposes, only_

20 What I'm saying is that if we license a racing

21 association, and we license an ADW company, isn't it time

22 that we require them all to take and accept wagering on all

23 California product?

24 Now, that's not the same, I would suggest; for

25 broadcasting. ting is something that only some
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1 c es do. I believe those c es are entitled to and

2 sbould receive remuneration for doing that. So I am only

3 talking about wagering.

4 If welre going to license these companies how do

5 we get to the point - because that's what our want,
':,~;::I

6 how do we get to the point where everybody can accept a

7 wager no matter what platform they use.

8 If one platform is better than the other, then let

9 that come out in the mix. But isn't it time that this

10 Board! as we consider relicensing these companies, f lly

11 step forward and did something for the public interest!

12 which I believe would be to serve them and offer every

13 opportunity to wager on our product.

14 And I would throw that out to the other

15 Commissioners so that they can add to what they think we .

16 should be doing when we consider relicensing these

17 companies.

18 COMMISSIONER AMERMAN: Well,. there I s no question

19 that we've had a lot of confusion in the betting public not

20 being able to wager on particular races and I think that it

21 is in the interest of the industry that we open it up to all

22 ADW companies, so that they -- and I would think that· each

23 race meet would have an open attitude towards it, that the

24 marketplace should dictate how the results come out.

25 COMMISSION CHAIRPERSON SHAPIRO: All righ~.
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1 COlvJMISSIONER MOSS: Yeah! I agree with the

2 Chairman on this. I think it's a mystery to so many people

3 how they can make a bet. lling our

4 by having all these exclus agreements that don't

5 mean anything to anybody but the stakeholders. So I think

6 whatever we need to do, we should do it, to make it easier

7 for people to enjoy the product that we're putting out

8 there. We think California racing is the best in the

9 country, let's go out and prove it.

10 COMMISSION VICE CHAIRPERSON HARRIS: Yeah, it's a

11 difficult issue. I would like to see all carriers carryall

12 races! but I don't know how much latitude we have. I guess

13 we do.

14 COMMISSIONER AMERMAN: Well, I think that was what

15 was said! is that --

16 COMMISSION VICE CHAIRPERSON HARRIS: Well, it's

17 said, if that's --

18 COMMISSIONER AMERMAN: I'm reading the law as

19 we're going along and it seems to be there.

22 problem. I mean, can we tell the track that you've got to?

20

21

COMMISSION VICE CHAIRPERSON HARRIS: But can we

compel someone to do business with somebody else is the

23 COMMISSION CHAIRPERSON SHAPIRO: Well! what we're

24 doing is we're requiring this as part of our licensing and

25 says right here that "all licenses granted under the
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and means to do that.

Itlg

t j and it's

ations and conditions

This provides us the

the Board. 11

You guys are absolutely

We1ve heard the fans! they are

Yes, Scott Daruty! with TrackNet

scribed

ect to the rules/

1 content through that platform! itls that

MR. DARUTY:

are

from time to time

it different for any other player.

Mr. Daruty! you stepped up first.

And I think that -- I would just hope this Board

I mean! welve been fighting over this issue year,

Therefore] we're not making it - we're not making

wager on

ability to establish what's in the best

time to grow our business and to use every possible vehicle

time that we did it in the best interest of our fans.

correctly. All content needs to be available to all

after year, after year.

simple.

able to pick their_account wagering platform of choice and

absolutely clear in their direction to us. They want to be

Gate Fields and Santa Anita.

stakeholders in the industry! you know! what they feel about

reputable! licensed account wagering companies! itls that

and also our affiliated racetracks in California! Golden

would step up. And I welcome to hear, now, from the

Media! again speaking on behalf of XpressBet and Twinspires!

. that.

1

2

3

4

5

6

7

8

9
/

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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1

2

s Ie.

And what I think you are scuss lS

3 a step in the right

4 something that needs to be done. I also would hope that it

5 could be done without any sort of regulatory intervention.

6 I would hope that the parties could work among themselves

7 and get it resolved. And to that end, you know, I stand

8 here today and make an open offer that we are ready and

9 willing to exchange content.

10 Golden Gate Fields and Santa Anita, we are ready

11 and willing to exchange it with TVG for their exclusive

12 content. That's what the fans want, that's what the

13 horsemen want, it's the best thing for the etracks and

14 the industry, and we're prepared to do whatever it takes to

15 make that deal happen.

16 COMMISSION CHAIRPERSON SHAPIRO: And I want to

17 add, again, I want to make sure there's a differentiation

18 here. Broadcasting is different. I mean, I don't know

19 if TVG's in the room. They do a wonderful job and they are

20 highly valued by me and the same with HRTV. And you guys

21 that put on those shows deserve to get compensated. 1 1 m not

22 trying to say how you're going to get compensated, but

23 that's separate and apart than wagering. But it's just

24 time, for God's sakes, that we just do this and find a way

25 to get this industry moving forward.
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2 television and broadcast d be looked at ff

3 from wagerlng ghts. And! fact --

4 COMMISSION CHP~IRPERSON SHAPIRO: How lS s any

5 different from s casting, frankly?

6 MR. DARUTY: It's not.

7 COMMISSION CHAIRPERSON SHAPIRO: I mean, our

8 simulcast law, I mean, everybody has to take everything! why

9 is it different?

10 MR. DARUTY: It's not, it 1 s the same thing. It

11 would be absurd to think that a racetrack was going to send

12 its signal for simulcasting exclusively to one outlet! and

13 not send it to all the other outlets. I mean! that's

14 ridiculous.

15 COMMISSION CHAIRPERSON SHAPIRO: And the law! as I

16 read it! is ~hat simulcasting is everybody has to take

17 everything, it1s made available to everybody. And I don't

18 see why ADW is different.

19 MR. DARUTY: Well! it shouldn't be. And! again!

20 with respect to wagering rights, if wagering -- or sorry,

21 television rights and broadcast rights j if that's going to

22 be exclusive! you know j some to TVG and some to HRTV! that's

23 fine. And we even are willing to pay TVG j you know,

24 television fees to the extent they 1 re tel sing content.

25 They do deserve to be compensated for that. All we ask is
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1 that the same for HRTV! for content it

2 televises.

3 And let's f out what the right number is and

4 each pay each other for what we tel se and let's all move

5 on to other things.

6 COMMISSION CHAIRPERSON SHAPIRO: Okay, thank you.

7 Is there anybody else that wishes to comment on this?

8 MR. JAMGOTCHIAN: Yes. Mr. Chairman, for the

9 first ti~e I kind of like the talk! but I'm a little --

10 COMMISSION CHAIRPERSON SHAPIRO: Can you repeat

11 it! since it -- I just want to make sure it gets on the

12 record?

13 (Laughter. )

14 MR. JAMGOTCHIAN: Yeah, yeap! for the first time I

15 like the talk, I'm just concerned sometimes about the walk.

16 But in this particular case, the Board 1 s had this ability to

17 control things for a long time and they1ve elected not to do

18 it. Whether they didn 1 t read the code until a few minutes

19 ago, or they got bad legal direction! or whatever the excuse

20 was! or the TOC was playing hide the ball! I don1t know,

21 because this is an area that I really don't have that much

22 experience about. Except as an owner, fan! and a bettor.

23 Obviously! it1s crazy! you've stated that. I tend to agree

24 that if you can't bet on a race, the Kentucky Derby or the

25 Breeder's Cup! this industry is just in severe trouble.
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1 The ADW issue in California is

2 obvious ,because it not affects the bettor! it

3 fects the racing associations as well as the owners! and

4 the trainers! and else. Because if we're not

5 getting our fair ous ! we can't have purses! if

6 we can't be economical successful horses leave the race!

7 horses leave the State, horses can't even be sold in the

8 State! as reflected by the sale yesterday! where one out of

9 six horses didn't even get a bid at the CTBA sale. That's

10 just another issue.

11 And it's because this ADW has mishandled. Whether

12 it's been by the TOC! whether it's been by the Board!

13 whether it's been mishandled by the Executive Director!

14 somebody really

15

16

17

18 favor--

19

COMMISSION CHAIRPERSON SHAPIRO: Jerry?

MR. JAMGOTCHIAN: Yeah.

COMMISSION CHAIRPERSON SHAPIRO: Do me a

MR. JAMGOTCHIAN: You're right! she doesn't do

20 anything! I understand.

21 COMMISSION CHAIRPERSON SHAPIRO: Okay. No! Jerry!

22 do me a favor! okay? Stick to the point here! all right.

23

24

MR. JAMGOTCHIAN: Fine.

COMMISSION CHAIRPERSON SHAPIRO: I think this is

25 really an important issue and if what your point is that you
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1 agree with s and you think it's a ideal how about

2 sticking there/ And you're welcome to help us find

3 this path here and he us this done. This is one of

4 the more, I think/ important things wei as a Board/ can do

5 as we move forward.

6 And just so you know/ it is only when we license

7 these entities that we actually get the window of time to

8 set the conditions. So welre establishing the conditions

9 right now.

10 MR. JAMGOTCHIAN: But you licensed them

11 previously. You established conditions that didn't work.

12 COMMISSION CHAIRPERSON SHAPIRO: You know what, we

13 did that three years ago. And thatls three years ago.

14 Should we have done it then? Maybe. But we're here today

15 and welre trying to do it.

16 MR. JAMGOTCHIAN: Okay, let me ask you a question.

17 Are we talking, on the upcoming licenses, is it a yearly

18 license or is this a three-year license for the next batch

19 of licenses?

20 COMMISSION CHAIRPERSON SHAPIRO; I believe that

21 what we will do as a Board is that's one of the issues we

22 should consider, how long should the term of the license be.

23 It is something for us/ now, as we get closer, and we need

24 to do this before time runs out! we have to be able to tell

25 whatever ADW providers that want to come to California!
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1 here's the rules, herels the tions. It's a one-year

2

3 MR. JAMGOTCHI~~: Well! and obvious should

4 do that because the regulations give you the opportunity to

5 do it.

6 COMMISSION CHAIRPERSON SHAPIRO: That's what welre

7 trying to do.

8 MR. JAMGOTCHIAN: You know j the other thing that

9 this Board continues to not really see! that I see! is that

10 youlve put some pretty big hammers down on racing

11 associations. Like if I was a racing association! I

12 wouldn't have so gently accepted the polytrack requirement,

13 because it's a substantial investment. Yet! the racing

14 associations! for the most part! bought off on the polytrack

15 requirement and the directive by the Board.

16

17 point?

18

COMMISSION CHAIRPERSON SHAPIRO: What's your

MR. JAMGOTCHIAN: My point is if you can direct

19 the associations to put In polytracks , or synthetic tracks,

20 I should say! why canlt you direct them?

21 COMMISSION CHAIRPERSON SHAPIRO: Maybe you didn't

22 hear me earlier --

23 MR. JAMGOTCHIAN: No! no, I heard you j I heard

24 what you said! but 1 1 m saying --

25 COMMISSION CHAIRPERSON SHAPIRO: -- I said that.
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1

2 r.

COMMISSIONER AMEm~: You're to the

3 MR. JAMGOTCHIp~: Right, I understand. But I just

4 want to re orce it because I s d when I came up here, I

5 heard the talk, but I want to see the walk.

6 COMMISSION CHAIRPERSON SHAPIRO: Jerry! f

7 Then we're trying to do some walking here, so why don't you

8 walk back to your seat and then we'll talk.

9 MR. JAMGOTCHIAN: No! no, I got one final thing.

10 I also want the Board not to worry about what the ADWs make

11 and how they make it, because these businesses have the

12 opportunity to be successful or to f 1. And I don't

13 believe it's a regulatory scheme or the action of this Board

14 that should make sure that they're compensated and

15 successful. Because that's going to take nothing but money

16 out of the jockey's -- the owners' and trainers'

17 opportunity, and basically our pockets.

18 COMMISSION CHAIRPERSON SHAPIRO: I think our goal

19 was to bring as much revenue into the racetracks, and to the

20 purses, and to also make sure we have heal thy ADW companies

21 that will carry our product, will broadcast our product! so

22 that we can enhance horse racing in California.

23 MR. JAMGOTCHIAN: And if all of them aren't

24 successful, that's okay.

25 COMMISSION CHAIRPERSON SHAPIRO: Okay, thank you.
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1

2

Mro Couto?

MR. COUTO: ~Im sorry if we were eived as

3 hiding the ball in the t but

4

5 my world.

6

COMMISSION CHAIRPERSON SHP~PIRO: Well, welcome to

MR. COUTO: Yeah r thank you. These are all

7 points that I think TOCls tried to make for the past three

8 years, and we commend the Board for considering this action

9 and, again, discussing it openly.

10 Exclusivity with regard to broadcast is an

11 important concept r I do believer and lIve been persuaded by

12 our friends at TVG and HRTV as to the need for exclusivity

13 at broadcast for distribution purposes. And as well

14 as the need to be compensated for that.

15 But as you know! TOC has long advocated that there

16 should be -no exclusivity at the wagering level under the

17 current economic models. It is not producing or maximizing

18 revenue for the stakeholders r in commissions and purses, and

19 it is not serving the interest and needs of our fans.

20 They're clear about that r they want to be able to go and

21 choose whichever ADW provider they are most comfortable

22 with, and make wagers on all product through that provider .

23 And let the market determine, through competition,

24 which is the best source. And it1s the best thing for our

25 industry, IS the best thing for the fans r and it's long
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1 overdue.

2 We've been held hos contracts signed ten

3 s , and we need to do some about that, now,

4 through the license ess.

5 As I said, lli~der the current economic conditions,

6 we do not favor exclusivi at the wagering 1. Perhaps

7 the broadcast.

8 Pilld we would support the Board in engaging in

9 whatever discussion is necessary to, hopefully, get everyone

10 there.

11 Lastly, TOe's confident that there is a economic

12 model, that can be implemented, that does protect everyone's

13 economic interest, we just need to get people to have an

14 open, frank dialogue about that.

15 COMMISSION CHAIRPERSON SHAPIRO; Well, I

16 appreciate that, and I think that we're going to need the

17 input of the horsemen, and we're going to need the input of

18 tracks, and we certainly need the input of the ADW

19 providers.

20 We are not trying tb drive anybody out of business

21 in California, we are trying to drive more people to

22 California. And so I think that that's something that would

23 be very important to us.

24 MS. CHRISTIAN: Mr. Chairman, Cathy Christian!

25 representing TVG. No one from TVG is here today.
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1 I just had a stion for the Board. Since there was

2 nothing on the agenda, other than a generalized des ion

3 of a scussioD t does the Board intend to take an action

4 t

5 CO~~ISSION CHAIRPERSON SHAPIRO: NOt this is just

6 a discussion t it's only intended to be a discussion. It was

7 intended to say! hey, we've all got this coming and it's

8 corning pretty quickly! and now's the chance for us to

9 collaborate and find a way to make this the best we can,

10 that's all it was.

11 MS. CHRISTIAN: So would you propose to put

12 something up for a regulation, to take public comment and

13 evidence on whether or not this is in fact in the best

14 interest?

15 COJVIMISSION CHAIRPERSON SHAPIRO; No, what we

16 really would propose to do is probably see if we canlt get a

17 subcommittee of the Board to meet with the various

18 stakeholders! to help it craft what would be the best way,

19 and the most fair way, understanding that what you're seeing

20 may be it is a consensus of where the Board thinks we should

21 go, and no how can we implement that so that we don't unduly

22 harm anybody, but we all can find the way to provide a

23 service to our fans and to the industry.

24 Again! this is not trying to be exclusive --

25 exclude anybody from the process.
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MS. CHRISTIAN:

a minute! Mr.

1 8

Well! if I could just pursue this

the applications, the ADW

3 der applicat are up at the next meeting In

4 October! would your intent be to do some to take

5 public comment and discuss whether or not this is a good

6 idea! or authorized by the law, prior to the date that the

7 Board intends to act on the ADW renewal applications! or

8 just could you give us a sense of the process~

9 CO~~ISSION CHAIRPERSON SHAPIRO: Well! first of

10 all! I don't know that on our next Board agenda that it's on

11 our agenda! that's the first I've heard of it, that it's on

12 our next agenda.

13 MS. CHRISTIAN: Well, it was my understanding that

14 it was, maybe I was mistaken.

15 COMMISSION CHAIRPERSON SHAPIRO: So I've never

16 heard that. So unless you know something I don't know,

17 that's not the case.

18 MS. CHRISTIAN: I doubt it.

19 COMMISSION CHAIRPERSON SHAPIRO: Okay. So, again,

20 I think what we need to do is we need to get everybody in

21 the room and try to figure out} okay! how can we achieve

22 what our goal is? And from that we will then c what the

24 going to need to have advice from our counsel, what the best

23 proposed rules and conditions of licensure should be. We're

25 way to do it is. And then we will put that out to the ADW
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1 c es, I assume, and say when you t your

2

3

applicat

the

, please

IS 1 for.

these tions mind is what

4 COMMISSION VICE CHAIRPERSON HARRIS; 1 1 m not clear

5 if our decision point would be on the ADW's application or

6 each individual track's application.

7 COMMISSION CHAIRPERSON SHAPIRO: 1 1 m not sure,

8 either, it may need to be on both. We may need to go to the )
,/

9 tracks and say that in order for you to have ADW, you must

10 offer your product to all ADW companies.

11 I mean, again, I don't have the exact answer here.

12 I know what the goal is, I know what 1 1 m trying to achieve,

13 and we're trying to achieve. The question is how we're

14 going to get there.

15 And 1 1 m asking and soliciting the help of the

16 industry to get us there.

17 Now, you may have some ideas of how to get us

18 there, we want to hear them.

19 MS. CHRISTIAN: Actually, I donlt. I'm just

20 concerned about the interplay of what Commissioner Harris

21 mentioned, between the ADW applications for renewal, that

22 are coming up soon, since they all expire at the end of this

23 year, and this position of the Board. Obviously, TVG will

24 have something to say about whether or not itls a good idea,

25 what the law says and all of that.
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1 But I'm not t about that now/1 1 m just

2 interested in the process, to make sure that there's a

3 of going forward wi the ications a way doesn't

4 prejudice the ADW providers/ once the decides what to

5 do.

6 You now have a regulation in effect about ADW

7 applications. It's a published regulation and it requires

8 certain things pursuant to the law for licensure. And if

9 you're proposing to change that j obviously/ we'd want the

10 greatest amount of notice possible.

11 COMMISSION CHAIRPERSON SHAPIRO: And you should

12 have the greatest amount of notice possible. And if the

13 truth is that if our counsel advises us that we have to pass

14 a regulation/ and let's say that regulation was going to

15 take six months, this Board may decide, okay! what we will

16 do is we will renew licenses for six months, until we can

17 get through the rule-making process.

18 I mean! again j we're not looking to put anybody

19 out of business or stop ADW. But if the governmental

20 process is going to take six months, let's say! and we don't

21 have six months, then I would recommend to the Board that we

22 renew all existing licenses for six months, and then know

23 that we're going to go through the rul~-making process to

24 adopt new regulations! so that everybody would have to come

25 back and get relicensed again.
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1 COMMISSION VICE CHAIRPERSON H_~RIS: But do we

2 need a rule? I mean! it would be if we can get a legal ~'"

3 opinion on .if; fact; if the Board wanted to; they can

4 ist that any licensee had to offer ir signal - not

5 the video signal; but offer right to commingle,

6 basically; to any licensed ADW provider.

7 COMMISSION CHAIRPERSON SHAPIRO: Right. I think

8 we're going to need legal advice.

9 COMMISSION VICE CHAIRPERSON HARRIS: I mean, is

10 that something we can just do or is that going to require a

11 special rule?

12 COMMISSION CHAIRPERSON SHAPIRO: And there, we're

13 going to have to seek counsel from our attorney to advi us

14 on the proper manner to go.

15

16

MS. CHRISTIAN: All right, thank you.

COMMISSION CHAIRPERSON SHAPIRO: Thank you.

17 I think we got all our ADW providers here, good.

18 MR. CHAMPION: Chuck Champion; Chairman and CEO of

19 YouBet.com. First of all! I'd like to comment on a couple

20 of things regarding this matter.

21 First of all, I applaud the Board, particularly

22 over the last three or four months, and even longer, for

23 beginning to educate yourselves to one of the most important

24 issues that faces this industry.

25 The issue is lowing the fans to get access to
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1 our content to

132

that content r and to service their

2 needs. No indus that 1 1 m aware ofr in the history of

3 business r has been successful when customers r over a

4 prolonged od of timer are deprived from needs.

5 And I am delighted that you! as a group! now! are

6 beginning to understand ADW! its opportunity and! frankly!

7 itls complexity.

8 Four and a half years ago! when I stood before you

9 to be licensed for the first time! I brought to the

10 attention of the Board r and the record will reflect! the

11 business models in this industry are troubling and will have

12 a deleterious effect on the growth of this industry.

13 Four and a half years later r 1 1 m glad there are

14 others! now! that are embracing that understanding and

15 beginning to appreciate it. They need to change.

16 There are many ways they can change. 1 1 m not here

17 to tell you that I think our way is the only way! I think

18 there are many ways. But they n~ed to change.

19 1 1 m also here to support your position that you

20 have that right and, more importantly, you have the

21 obligation and the responsibility to exercise that right.

22 Who else is going to protect the fans in California? Who

23 else will protect the horsemen! whose purses need to

24 increase! or trainers r but you?

25 So if the power does not lay here; where does the
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1 power lie? I'm not a I don't profess to be one! but

2 it seems that what you've articulated! Mr. Chairman! is spot

3 on! it is what's the best interest of horse racing.

4 And Cali a horse racing needs he

5 I stand here today ting that we get through

6

7

the kind of commot

get past it quickly.

and dissention we've had, and try to

I'd also tell you that I'm here in

8 support of Twinspires' application to be licensed in the

9 State of California. As surprising as some may find that, I

10 think competition is healthy. We're not frightened of it as

11 an ADW company, and I don't think our other competitors are

12 frightened of that! either.

13 We think imlovation will come quicker, we think

14 services will be made more readily available to customers,

15 the universe can, in fact, growj and we will get our

16 appropriate share of that by being smart, and by being

17 aggressive.

18 And as a gentleman before me suggested! it's

19 really not the Board's responsibility to make sure that

20 we're financially made wholejit's the business operator's

21 responsibility to make sure they're made whole.

22 But also in this conversation, the other point I'd

23 like to bring to you, that's probably not lost on you j but I

24 ly want to emphasize it, is there'S two types of

25 exclusivity. There's exclusivity that comes through
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1 contract and there1s exclus that comes

2 ownership. And thus far in s industry! the exc

3 that has come' contract has allowed others to

4 participate! most assuredly us. We've been able to buy it,

5 we paid dearly for it. I gave up! as I've often told you,

6 20 percent the company, in order to achieve that

7 objective, In order to serve the customer! to provide

8 content to everyone.

9 That's not being made available to us today on any

10 economic terms. And those are the kinds of things that I

11 would strongly suggest the Board look into! figure out, and

12 get the models ready.

13 We stand ready to work wi th any ADW company, any

14 racing association and! most assuredly, any racing authority

15 in the United States to resolve these economic issues that

16 are injuring all of us. Thank you very much for the time.

17

18

COMMISSION CHAIRPERSON SHAPIRO: Thank you.

COMMISSION VICE CHAIRPERSON HARRIS: Just as an

19 example, Chuck, I'm not clear if you said you supported

20 Twinspires, but in the Golden Gate Fields model, the meet's

21 coming up in Novenmer, as I understand it, you are not going

22 to be able to participate in that, even though -- which 1 1 m

23 not sure if Twinspires will be licensed by then or not, but

24 wouldn't that be of concern to you?

25 MR. CHAMPION: Most assuredly it's concern to us.
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1 But furcat the issues, their licensure/ them

2 ces to customers in Calif a, to me is s

3 Even though there's ous linkage through owner is

4 that lS -- is that for California? Yeah. Is that

5 for me? Yeah. But/ you know/ quite frankly/

6 tougher for me shouldn't be the standard.

7 COMMISSION VICE CHAIRPERSON HARRIS: Yeah, but

8 it's just that to support more companies coming in and/

9 also! no controls on --

10 MR. CHAMPION: Yeah! providing them that content!

11 giving them the opportunity will in fact injure us in the

12 State/ very clear, if we do not have access to Golden Gate

13 Fields! and we do not have access to Santa Anita! YouBet

14 will be injured. There's no doubt about that.

15 And that may not be in the overall best interest

16 to California racing to see one of your largest ADW

17 companies weakened for an artificial reason.

18 But, again/ their licensure, we support. We hope

19 they resolve their issues. We look forward! we're competing

20 with them in other places in the United States. We'll

21 compete with them here, in California, we think that1s fine.

22 COMMISSION CHAIRPERSON SHAPIRO: Thank you. All

23 right, if there's no other comment, then, what I would

24 suggest is/ to the Commissioners/ if you would like to serve

25 on this ad hoc committee! or a committee to help study this,
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1 would you please let our staff know and weIll ze that.

2 We1ve been at it long t / now/ and lid I to

3 just do a little bit of hous on the / knowing

4 that we probably -- eve IS getting tired and welve been

5 through a lot.

6 It would be my recommendation that we would defer

7 Item Number 5. Commissioner Harris has told me that mules

8 are done racing for the year.

9 COMMISSION VICE CHAIRPERSON HARRIS: Well, if

10 there's no comments, why don't we just pass it.

11 COMMISSION CHAIRPERSON SHAPIRO: Well, probably

12 can do that/ okay.

13

14

And

are there any

looking at Items Number 9, 12, and 13/

1 1 m willing to defer any of those.

15 COMMISSION VICE CHAIRPERSON HARRIS: Yeah/ I think

16 on those/ I think we'd like to talk about them sometime.

17 But to really/ adequately talk about that, we need more

18 jockey agents, and trainers/ and owners here than we have

19 today.

20 COMMISSION CHAIRPERSON SHAPIRO: Right. And so I

21 would recommend that we actually defer those items, if it's

22 okay with the remainder of the Board.

23

24

STAFF SERVICES MANAGER WAGNER: All three?

COMMISSION CHAIRPERSON SHAPIRO: All three.

25 Unless there's somebody in the audience that feels that it's
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So now we are on

discussion and action -- first

61

~tem Number 4! which is

all! I would like to

3 remove the word II action 11 from this item. There is not going

4 to be any action, there was never intended to be any action.

5 I apologize to anybody if they thought there was action on

6 Item Number 4. But notwithstanding! it reads, discussion

7 and action regarding the status of advance deposit wagering

8 and the feasibility of opening up ADW wagering to allow ADW

9 wagering providers to have access to all California signals

10 and any other matters related to ADW and exclusivity.

11 This issue is intended to be a discussion, and

12 it's somewhat of a follow up to what we discussed last time,

13 and that is how can we more effectively and better utilize

14 ADW for the benef.it of the industry? How can we bring more

15 revenue to our purses and our tracks, and also make sure

16 that we are providing a fair and reasonable profit to our

17 ADW providers?

18 COMMISSIONER HARRIS: I think we also need to know

19 that we're providing a good service to our customers.

20 COMMISSION CHAIRMAN SHAPIRO: Absolutely.

21 Absolutely. And we also need to consider if we need to go

22 through a rule-making process to adopt rules, so that the

23 Board and the industry can determine what it is we want to

24 achieve out of ADW.

25 Now! towards that end, your comments, Commissioner
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that we all

2 understand ADW which] In my mind, is the most complex aspect

3 that we deal with horse racing.

4 I must tell you that I wish I had a clearer grasp

5 on all the nuances. I don't, and I don't know who does.

6 But I think that what we want to do is to use this agenda

7 item to figure out how we can have an open dialogue, and we

8 can throw around what ideas we should be looking for.

9 Should we be looking for non-exclusive wagering

10 and exclusive broadcasting? Is that in the best interest,

11 does it create the most revenues?

12 I may personally feel one way, but I could be

13 wrong, and so there may be a better way to build this

14 mousetrap.

15 And so this item is for us to embark on how to do

16 that. And I really invite everybody to help us craft how we

17 can go about doing that. And maybe we should have a special

18 meeting on just this issue, so that we can understand ADW;

19 and we can then adopt or move forward procedures and rules

20 so that we can use it to the maximum benefit for our

21 California racing opportunities.

22 Anybody have any comments on that?

23 COMMISSIONER HARRIS: No, I think we continually,

24 we need to get a lot of material out there. We get so much

25 things piecemeal, at this rate and that rate, and if we
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1 could that could a nlce book of

2 all the different aspects on who gets what! and what all

3 these terms are, and where at least we can go this

4 other meeting that we know we've done some homework going

5 into that.

6 COMMISSION CHAIRMAN SHAPIRO: Well, I with

7 that. What we do know is that, thankfully! the Legislature

8 and the Governor have enacted AB 765, and that law will have

9 some changes to it, in how we approach ADW.

10 And so I think we have to look at the context of

11 that law and then we need to understand what all of these

12 terms mean.

13 Unfortunately, when we hear HUB rates, source

14 market fees, host fees! imports, exports, it gets very

15 confusing. And we, as a Board, aren't involved in the rates

16 and the economics, so we don't necessarily see the whole

17 picture.

18 There may be more handle! but is more handle in

19 fact flowing to purses and to tracks? It's something that I

20 think we, as a Board, need to understand and we need the

21 guidance of the industry stakeholders to help us.

22 So I would ask that if any of the ADW companies

23 have an idea, or the tracks, or the horsemen, of how best to

24 embark on doing this. Because as we're now moving forward,

25 we're going to have to re-license these ADW companies.
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1 And I think what we may have to look at is a

2 short-telm license renewal, so that if we are going to want

3 to adopt new rules and regulations, under the law, we can

4 get those rules and regulations in place so that we can make

5 them part of what we license.

6 Is that not correct, Derry?

7 DEPUTY ATTORNEY GENERAL KNIGHT: Yes.

8 COMMISSION CHAIRMAN SHAPIRO: Okay. And it's my

9 understanding that if we wanted to do something that is I

10 don't know what the example would be. But we may need to

11 adopt a rule or a regulation and, therefore, the Board may

12 have to look at a short-term renewal of ~ts existing

13 licenses, and then come back and license them with the new

14 rules that the industry, and ourselves, may adopt.

15 DEPUTY ATTORNEY GENERAL KNIGHT: That's my

16 understanding. Well, let me just be very candid. I think

17 that the exclusivity issue is one that calls out for a

18 regulation. And so depending on how that comes out, that

19 presents that issue very squarely, that you're going to have

20 a timing issue that if the -- although you may have a

21 voluntary agreement that may correspond with where you end

22 up, anyway, I don't know, it just depends on how it all

23 plays out.

24 COMMISSIONER HARRIS: I'm not clear on the

25 exclusivity issue, if 's going to be a vehicle of the
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1 ADW or of the track/ when we license a track! if at that

2 point we could have a covenant in that license you

3 cannot have exclus agreements with certain ADW

4 DEPUTY ATTORNEY GENERAL KNIGHT: That's a very

5 good point. Actually! I think the issue comes up in both

6 the context of the track and the ADW providers. Because!

7 you're right! because the tracks have to agree with it as

8 well.

9 I mean/ they have to b~ -- if it's a mandate,

10 they're going to have to be mandated that they will make

11 their signal available to all ADW providers, for example,

12 COMMISSIONER HARRIS: Yeah/because we're going to

13 license.ADW providers, but their real strength comes from

14 their agreement with a given track! when we license them,

15 COMMISSION CHAIRMAN SHAPIRO: So we have to look

16 at that if that's what we wanted to do, what do we what

17 rules, and what do we have to amend to be able to do that?

18 DEPUTY ATTORNEY GENERAL KNIGHT: Well, I think

19 that your idea of having the policy discussion is a very

20 good one, and then depending on where that goes we'll have

21 to evaluate the -- I was just throwing the -- I'm sorry! I

22 jumped into probably the hottest issue! but we've obviously

23 been aware that that was a potential! and that will take

24 some sort of regulatory action.

25 COMMISSION CHAIRMAN SHAPIRO; Okay.
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1 DEPUTY ATTORNEY GENERP~ KNIGHT: We haven't

2 focused on exact where that has to occur.

3

4 In the

COMJvJISSION CHAIRMAN SHAPIRO: So lS there anybody

ence, any of the ADW companies, or any of the

5 stakeholders? I see Mr. Nathanson. Would you like to

6 comment on this, Mr. Nathanson?

7

8

MR. JAMGOTCHIAN: You know, just --

COMJvJISSION CHAIRMAN SHAPIRO: I'm asking for the

9 stakeholders at this time.

10

11

MR. JAMGOTCHIAN: Yeah, okay, that's fine.

COMJvJISSION CHAIRMAN SHAPIRO: Thank you, Mr.

12 Jamgotchian.

13 -MR. NATHANSON: David Nathanson, TVG, thanks for

14 having me here, today.

15 First of all, I agree with the Commission that not

16 all the issues need to be regulated! some obviously may.

17 I think it's important, and this is, obviously!

18 all subject to the TOC's approval! that for the first time

19 in really a long time all the major parties have come

20 together and, hopefully, we will work with the TOC to find

21 an agreement, to really test what non-exclusivity of

22 wagering means for the market.

23 And I think it's a little presumptuous for

24 anybody! including myself, to assert that any one direction

25 is in the best interest of racing, until we actually see the
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1 numbers, until we actual see the resul ts that ,the s

2 t lifts all boats here.

3 So we're more than happy to participate any

4 process, certainly in this process, and in any subcommittee

5 to those numbers. And I give you] certainly, TVG's

6 participation to share of our learnings in the

7 marketplace, in the past, so that we can compare what welve

8 seen in terms of results and statistics in the past and

9 what, if this new model does get approved, in conjunction

10 with the TOC, what exactly that would mean for horse racing,

11 for better or for worse.

12 But I would encourage Board to look at the

13 facts, first, and explore -- use this opportunity as a test

14 to really explore what is, in fact, in the best interest of

15 this State and the racing community.

16 COMMISSION CHAIRMAN SHAPIRO: So how do we get

17 access to the facts? I mean, I hear what you Ire saying, I

18 don't disagree with it. But when you say the facts, look at

19 the facts, what facts are you suggesting that we look at?

20 MR. NATHANSON: Well, I think that, again, subject

21 to the Toe's approval of the agreement, that in principle

22 TrackNet, TVG, Hollywood Park have agreed to, we'll really

23 be able to test two very different environments.

24 For the past two years we've operated in a very

25 different environment than the one welre proposing for the
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1 next eight months. And; certa just 1 at

2 CHRIMS, alone, just as one example, I think we'll be able to

3 see some real statistics, if you look at the base of the

4 growth of wagering or lack thereof, for that matter, for any

5 of the tracks and the effects that television has or may not

6 have at all. I think these are all things we need to look

7 at and look at completely objectively to see what is in the

8 best interest of racing.

9 COMMISSION CHAIRMAN SHAPIRO: I tend to with

10 you, okay. But, all right, that is assuming that

11 assuming the parties have this global agreement, all right,

12 at Hollywood Park, and the global agreement then continues

13 for the next, whatever it is, eight months~ are you

14 suggesting that the Board should basically stand -- sit

l5 still and allow a period of time, and then come back and

1£ look at it, and decide whether we should adopt any rules or

17 regulations, once we've looked at the whole eight months I ,or

18 are you saying just Hollywood Park; what is your view?

19 MR. NATHANSON: WeIll I wouldn't be so

20 presumptuous as to instruct-the Board what to do.

21 COMMISSION CHAIRMAN SHAPIRO: I'm not asking you

22 to instruct us. Help us.

23 MR. NATHANSON: But I do hearken on Mr. Harris's

24 suggestion that there should be a sub-committee formed to

25 explore what are the facts that the Board and the industry
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1 should be at l ecti I to see the value of

2 versus non-exclus and ·the resul ts

3 it has both on purses! . terms of ic terms

4 of handle. There's a number of statistics that I think will

5 be relevant to the discuss

6 And! again! we're happy to partie e in any way

7 the Board sees fit:

8

9

10

COMMISSION CHAIRMAN SHAPIRO: Okay.

MR. NATHANSON: Thank you.

COMMISSION CHAIRMAN SHAPIRO: Thank you. 1 1 m

11 going to ask, then! a few people if'they still wish to come

12 forward on this issue. Cathy Christian, you have a card, do

13 you still wish to speak? That was a no, I think.

14

15

Okay, David Widda something?

COMMISSIONER HARRIS: That l s Nathanson, I think.

16 COMMISSION CHAIRMAN SHAPIRO: Is that yours? You

17 need to fix your printing, David.

18

19

STAFF SERVICES MANAGER WAGNER: David Heiman,

COMMISSION CHAIRMAN SHAPIRO: John He iman. John

20 Heiman, are you going to speak?

21 STAFF SERVICES MANAGER WAGNER: Ohl John Heiman.

22 David Nathanson, excuse me.

23

24

25

COMMISSION CHAIRMAN SHAPIRO: OkaYI Ron --

MR. BLONIEN: No.

COMMISSION CHAIRMAN SHAPIRO: Thank you.
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4

COMMISSIONER HARRIS: Who's wat

COMMISSION CHAIRMAN SHAPIRO:

MR. BROAD: Yes.

70

the store at

Barry Broad?

5 COMMISSION CHAIRMAN SHAPIRO: Darn.

6 MR. BROAD: Well, as long as we're doing the naval

7 metaphors of ships, people, or whatever sing with the

8 tide, SElD represents the ordinary seamen here, in this

9 situation. And the last time, historically, that .ADW was

10 done! there was a kind of implicit promise that they would

11 get jobs out of it. And that didn't happen because the HUBS

12 moved to Oregon.

13 Well, in this round! with this new piece of

14 legislation, a very, very strong! prescriptive limiting-on-

15 your-authority type language went into the bill that says,

16 and I quote, lI,the Board shall not approve an application for

17 an original or renewal license as an .ADW provider unless the

18 entity, if requested in writing by a bona fide labor

19 organization no later than 90 days prior to licensing, has

20 entered into a contractual agreement with that labor

21 organization that 'provides all of the following. 11

22 'And specifies a neutrali ty card check agreement In

23 the language of labor law, which is an agreement that

24 requires the employer to be neutral in any labor organizing

25 effort and to -- and provides a method by which majority
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2 through the use of zation cards that are - show that

3 a of the e in the ed bargaining t

4 wish to be represented the union.

5 That goes into effect January 11 it's self-

6 executing! doesn't require you to do regulations. And

7 whether you do regulations or not regarding it! which you

8 certainly can dOl because of the history that happened here l

9 SEID will be enforcing this verYI very gorously.

10 And I was in these negotiations, -for many I many

11 hours with the parties, to get to this bill l which was not

12 easy. And while neither SEIDl or the Teamsters I or the

13 Jockey's Guild have a position on this exclusivity issue, I

14 was chagrined by the extent to which some of the parties

15 that were in those negotiations I and knew better l were

16 prepared to pretend that exclusivity wasn't discussed.

17 Because it was. In facti it was the gravamen of the whole

18 negotiation.

19 And there's language in the bill that references

20 exclusivitYI and I think you better be very careful I whether

21 you like it or not l about how you deal with exclusivity!

22 because the Legislature contemplated in this that

23 exclusivity would be permitted. Although I clearly, the deal

24 that was struck allows the horsemen to veto that I if they

25 donlt wish to agree to it.
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1 So the ies were supposed to reta freedom of

2 contract in area.

3 Now! you are a Board with plenary authority! and I

4 used to be on a Board with even more plenary authority!

5 because it was const ional in its basis, but when the

6 Legislature acts, it acts to restrict that authority. So

7 it's plenary! unless the Legislature takes it away.

8 And what concerned me about the exclusivity thing,

9 after doing this legislat stuff for 25 years! is people

10 were starting to go back on the deal before the deal even

11 got signed, and that concerns me.

12 And I want to make sure because of the once

13 burned! twice shy view of my client here, SEIU, that

14 everybody understands! the Board, the parties, everybody,

15 that we're not planning to play any games here, and we don't

16 want anybody else playing any games.

17 And if they do play games over this labor stuff

18 here! we will be in court! we will be seeking injunctions,

19 we will shut down anybody that tries to move forward with

20 ADW without a card check agreement.

21 So, I mean! I don't want to seem like a mean guy!

22 and 1 1 m not! but -- and I certainly! I'm sure if you talk to

23 anyone! deserve a fair amount of credit for helping move

24 this negotiation to the point where they got a deal on ADW

25 in the Legis ! and I did everything I could to push
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1 that deal! inc lots of le who were

2 my fri , and allies! and my not f , and not allies,

3 and whatever, because I knew a deal had to be

4 But I, singul in the horse racing industry!

5 it seems as though the long knives are out f seconds

6 after the handshake is given. And I don't know why that's

7 the case! somehow we don't have that 1n culture/ believe

8 it or not/ with labor and the farmers, or ln the trucking

9 industry! or any other places. But somehow! in horse

10 racing, it gets very dysfunctional.

11

12 got.

And all labor is asking for 1S the deal that it

And we're asking the Board to enforce that deal

13 through the power that you have.

14 So my only point on exclusivity 1S it scared me

15 .that so many people, from what I understand of your last

16 month's meeting, could fail to point out to you -- you were

1 7 not parties to that negotiation! you're not expected to know

18 what went on in that negotiation. But I think people had a

19 moral obligation to say, hey, herels what went on! so that

20 you guys didn't step off into the precipice of controversy

21 over something that where you were not informed of what was

22 going on.

23 Now! whether that binds you or not, legally! you

24 can have an argument! you know, whatever. I have my

25 opinion. You know, other people will have theirs.
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1 there is another dimension t and that's the ion of what

2 goes on in the slature that the crafting of

3 these deals.

4 And there's enough wars in horse racing that we

5 don't need to start another one right after we've made a

6 deal to fix the problem.

7 COMMISSION CHAIRMAN SHAPIRO: Can I ask you a

8 question t because I want to make sure that everybody

9 understands what you're saying, okay.

10

11

MR. BROAD: Okay.

COMMISSION CHAIRMAN SHAPIRO: At the last Board

12 meeting, and I was not part to the deal that you were just

13 referencing, I threw out my views, that I felt that as we

14 were looking at re-licensing the ADW companies that was upon

15 us. And for three years I had been one espousing that, gee,

16 I think we should be non-exclusive wagering.

17 And every time our AG said to me, you issued a

18 license, you can't change the rules in the middle of the

19 game.

20 So with, now, the re-licensing going to be upon

21 us, I was throwing out the idea of, hey, maybe now's the

22 time that we should look at making non-exclusive wagering.

23 Okay, so that's, essentially! what I threw out.

24 Unknowingly, that set off a tremendous

25 controversy, that I was being accused trampling on a deal
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2 else, that I wasn't even of. And even though I had

3 talked to a few e and s ! no, there's no problem

4 with your doing that! it then hit me like! you know, cold

5 water in the face, that wait a minute, he's going off to

6 upset the apple card on the deal.

7 Now, since then there have been lots of

8 discussions and you are sitting here front of us saying,

9 and I want to be sure all the Commissioners understand it,

10 that you believe that when this new law was enacted, that

11 there was an implied deal that we, the Board, would not go

12 forward and insist on any non-exclusive wagering for ADW.

13 Is that correct?

14 MR. BROAD: That is my sense of it.

15 COMMISSION CHAIRMAN SHAPIRO: That's your --

16 MR. BROAD: It was not was not listen!

17 I've been in plenty of meetings, In fact on other bills.

18 Let's take that thing, the safety reins

19 COMMISSION CHAIRMAN SHAPIRO: Well, let's just

20 stay with this, Barry.

21 MR. BROAD: Well, I just want to say something,

22 there's two things that happen in the Legislature when these

23 deals get cut! okay. Sometimes you can't reach an agreement

24 and you say let's punt it to the administrative agency,

25 let's let them decide. That's what we did with the safety
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1 re f rl It says, you know} you have to approve

2 the safety reins} unless you f that Ire not as safe

3 as conventional re That's punting it to the CHRB.

4 That's not what went on in these negotiations.

5 The negotiations, the thing that was the stopping -- a

6 problem the negotiations, is that TOC wished to be a

7 party to the original negot ions. If Drew wants to

8 disagree with me, he can. But wished to be a party to the

9 ginal negotiation, exerClse more than its veto power

10 under the Interstate Horse Racing Act, but be in the

11 discussion at the front end.

12 TVG, on the other hand, wished to have the right,

13 not a mandate, but the right to maintain exclusivity s

14 agreements. And there was discussion, truly ad nauseam,

15 over this point, in which folks were going back and forth

16 for hours over this question of exclusivity.

17 Now, are you sure we can still negotiate for

18 exclusivity?

19 At the end of the day, the agreement was that TVG

20 would have the right, if the other parties ~greed, and the

21 Horse Racing Board was not ly -- it was a business deal.

22 If, as a business deal, the parties agreed that exclusivity

23 made economic sense to them, that they could agree to it.

24 And TOC got what it wanted in terms of having an

25 enhanced voice in the original discus on, it wasn't just
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1 to be between a track and an ADW der, were

2 going to a part of that scussion. That was the essence

3 of the deal.

4 was saying welre silence in

5 this bill, and the CHRB can go deal with this exclusivity

6 thing any way it wanted. I do not bel ; I firmly do not

7 believe that that1s what was going on.

8 Now, as I look at the bill, the bill has language

9 In it that references terms of exclusivity. Certainly, that

10 means that you can -- you can infer, in the traditional way

11 that I think that we look at legislative intent, to say that

12 the Legislature contemplated 'that the parties would be able

13 to negotiate exclusivity.

14 And so I believe that --

15

16

COMMISSION CHAIRMAN SHAPIRO: Would or could?

MR. BROAD: Could. And that you could not, as a

17 result of that, logically; that you cannot prohibit, as a

18 condition of licensing; the parties from at least trying to

19 negotiate that. Whether they can or canlt reach that

20 agreement is another question.

21 If you put it as a conditioning of licensing and

22 you say they canlt do it, they never get to a negotiation;

23 theylre not allowed to discuss that matter.

24 And that, I think, to me, violates the essence of

25 what that agreement was.
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1 Now l let me just say this! if I was your at

2 Mr. ght I I might s r well! 1 1 m 1 at this and I

3 ! dar

4 da. Because that's what his job iS I to defend the limit of

5 your power.

6

7 bill.

8

1 1 m suggesting that your power was limited by

But leaving that aside l there's the other

s

9 question! which is do you need this kind of a headache. In

10 other words, do you want to create, to speak in the

11 vernacular, what happened! a bunch of cirrus over -- over

12 this thing.

13 COMMISSION CHAIRMAN SHAPIRO: They're not going to

14 understand that.

15 MR. 'BROAD: What?

16 COMMISSION CHAIRMAN SHAPIRO: They're not going to

17 all understand that.

18 MR. BROAD: Well, you'll translate for them.

19 Anyway, and I think that1s the real issue. And maybe you

20 can find an argument that you're .not technically bound by

21 it, but it will, I assure your create a firestorm of

22 controversy because it's inconsistent with this deal that

23 was struck in the Legislature.

24 COMMISSIONER CHOPER: Are you saying -- excuse me?

25 MR. BROAD: Yes, sorry. I'm sorry.
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1 COMMISSIONER CHOPER: You've a lot of

2 ormation! but you originally started talking about the

3 necessi to have a collective bargaining agreement and an

4 election, and so forth.

5

6

7

8

9

10

Am I

_MR. BROAD: Right.

COMMISSIONER CHOPER: Now} you've switched! now.

MR. BROAD: Right.

COMMISSIONER CHOPER: To the exclusivity issue.

ght about that?

MR. BROAD: Well! I didn't switch t what I was

11 trying to saYt and I responded to the Chairman's question!

12 but--

13 COMMISSIONER CHOPER: No} no! I'm not criticizing.

14 MR. BROAD: -- is that I was concerned with the

15 way the discussion gravitated so quickly about exclusivity

16

17

that a simi

labor issues.

gravitation would occur with regard to the

And I just want to make sure that! from our

18 perspective t the labor issue is crystal clear.

19 COMMISSIONER CHOPER: But do you have any -- any

20 word, any position on the exclusivity issue?

21 MR. BROAD: The labor organizations are agnostic

22 about that.

23

24

COI~ISSIONER CHOPER: Yes.

MR. BROAD: We just want to enforce the deal.

25 COMMISSIONER CHOPER: I understand.
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2

3

4

don't understand.

whatever the bill s

saying; additional

ous the Board would be 1

but it's bothersome if you're

're limited because we had a

ted

5 backroom deal, and even though it isn't reflected the

6 deal, that's the deal. I mean, I don't think the Board can

7 be really restricted to backroom deals, the law'S whatever

8 it lS.

9 COMMISSIONER MORETTI: I didn't hear you say that.

10 COMMISSIONER CHOPER: No, that's absolutely

11 correct, but I think he's trying to explain what the

12 language means and so forth.

13 MR. BROAD: Well, 1 1 m trying to explain what the

14 language means and 1 1 m suggesting that that you1re not

15 bound by backroom deals, but this lS a deal that passed the

16 Legislature! and does has the language that it has, and

17 doesn't - and I believe it has some impact and some

18 limiting affect on your power. That's my personal opinion.

19 Whether exclusivity is good or bad, or good or bad

20 for -- I mean! Mr. Shapiro has said to me, I think

21 exclusivity is back for the jockeys, for the pari-mutuel

22 clerks, and I am willing to grant him that that may be true.

23 But whether it's true or not, I believe, you know!

24 at least from my perspective! we live and die by our word!

25 and that's what we to keep! whether it l s a good deal or
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1 a bad deal.

2

3

CO~qISSIONER MOSS:

MR. BROAD: Yes.

I ask one small question?

4 COMMISSIONER MOSS: Would expl card

5 checking to me?

6 MR. BROAD: Okay. What card check is, is that

7 typic-ally in a labor relations context! under the National

8 Labor Relations Act! where you have a secret ballot election

9 system, there's sort of two things that have evolved. You

10 can do it by secret ballot election or you can do it by card

11 check agreements.

12 In a secret ballot election system, you get ten

13 percent of the workers to sign cards! and then that triggers

14 a secret ballot election.

15 In a card check system! you get 50 percent plus

16 one of the workers to sign an authorization card, and if the

17 cards are legitimate! you know! they're bona fide! then the

18 union is deemed to be the majority collective bargaining

19 representative of the workers! and the parties commence to

20 negot But you don't need a secret ballot election

21 because you've gotten the card check. That's the system.

22 The neutrality element is that the employer

23 basically does not campaign! if you will. The employer just

24 says! you do what you want! I have no opinion in this

25 ~matter, whatsoever.
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1 COMMISSIONER HARRIS: Does the NLRA have oversight

2 over ADW? I know that 's been some rulings that

3 racetracks were exempt, for some reason, which I didn't

4 agree with, I don't think, from the NLRA, but it seems to me

5 like ADW companies, since they operate national , and all

6 this, should really be under the NLRA. And I would much

7 prefer their agency be in charge of any labor disputes

8 versus CHRB, because we really don't have the expertise in

9 labor law that other agencies may have.

10 MR. BROAD: I understand that. It's our position/

11 because they're accepting pari-mutuel wagering/ that they're

12 part of the wagering aspect of horse racing/ and so they are

13 within the area where the National Labor Relations Board has

14 not taken jurisdiction.

15 COMMISSIONER CHOPER: Does this bill, and I am

16 just looking,! finally found what you Ire referring to/ but

17 does it provide, in your judgment, that even if the

18 employees/ it seems from what I read quickly, are outside

19 the State of California --

20

21

MR. BROAD: Yes.

COMMISSIONER CHOPER: -- that the islature can

22 control the kind of election that can be held in Nebraska?

23

24

25

1 ense

power to

MR. BROAD: Yes. Because it controls the

it's not saying -- it's perfectly within their

I don't want to do this, but then they just
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1 don't a license here. And s the -- it1s like no g

2 deal j if don't want to do it j don1t get a license.

3 The 1 slation made them move the HUBs

4 t.o Cali And if "that lS Wl the juri etion of

5 the Board, this certainly

6 COMMISSIONER CHOPER: NO l I wasn't talking about

7 the jurisdiction of the Board, but the ability of the State

8 to cast an tor effect on the labor negotiations

9 in other states l which may very well have contrary rules.

10 MR. BROAD: WeIll I don't think that those ADW

11 providers -- well, first of all! it says that if they have a

12 collective bargaining relationship already, it doesn't cover

13 them.

14 COI~ISSIONER CHOPER: You mean with people lTI

15 another state?

16 MR. BROAD: That's right. So our contention would

17 be that if the State of California could demand that the

18 HUBs be located here! and that the Legislature could

19 actually say, as a condition of licensing, move your HUB

20 within our territorial area, that it can, as an option,

21 certainly place this requirement on them.·

22 CO~ISSIONER CHOPER: No I I think you I re right., I

23 think the premise, though, is itself subj ect to some

24 dispute, and that 1S that the State can require an

25 interstate bus Sl in order to do business in this
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1 State -- now, it may be because of the nature of the

2 industry, and so forth, that the st is s

3 to permit; you know, what call general a

4 scrimination t interstate commerce.

5 MR. BROAD: You know, probably we should just do a

6 law school thing on this. But I think the counter argument

7 is that the reason the National Labor Relations Board never

8 took jurisdiction over this, and arguably baseball; but the

9 reason they never did horse racing was because it 1 s so

10 comprehensively regulated by the states.

11 And the similar thing would be alcohol. Alcohol

12 and cigarettes can be comprehensively regulated by the

13 states; including interstate commerce, for the reason that

14 itls treated as a special state concern.

15 So it would be in those line of cases that say;

16 you know; all that.

17

18 something

19

COMMISSIONER CHOPER:

MR. BROAD: Sure.

I understand. May I suggest

20 COMMISSIONER CHOPER: Or I ly donlt mean to

21 suggest it] but throw this out as a possibility. This is

22 complicated stuff. If there were some way in which before

23 our next meeting; I mean the Chairman talks about educating

24 us in some way] that you, in English; were able to present

25 your points in respect to what this bill provides for labor.
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1 Ri I mean! that's what you1re about?

2

3

MR. BROAD: Right.

COMMISSIONER CHOPER: And if would circulate

4 caples, at the same time, to the people who obvious may

5 have a different point of view l so that we could get the

6 benefit of the arguments in respect to it, that might help

7 us a great deal in trying to llilderstand what was going on,

8 particularly if they're not -- as I I if they're not with

9 too much legalese. That's the one thing I think might be

10 helpful.

11

12

MR. BROAD: Okay.

COMMISSIONER HARRIS: I'm not sure} either l how

13 many people we're talking about here and what states they're

14 in. Because as I understood it l there aren't really that

15 many people employed in these jobs.

16 MR. BROAD: There'S not a lot of people and

17 they're in Oregon.

18 COMMISSIONER HARRIS: WeIll how about like YouBet l

19 aren't they here?

20 MR. BROAD: Well, we're going to find out when we

21 send the letters out} asking to negoti the card check

22 agreement;

23

24 helpful.

COMMISSIONER CHOPER: But I think that would be

25 And the other thing that troubles me is when the
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1 rman; at the last meet , talked about exclus and

2 non exclus ; and he just talked about it aga , today,

3 no one seems to -- hey! let me put s way, yours is the

4 first criticism that I've heard of that notion. And I don't

5 know whether you want to get into that.

6 MR. BROAD: Well, they're all chicken, they get

7 intimidated because you guys regulate them.

8

9

10 place.

11

COMMISSION CHAIRMAN SHAPIRO: Well; okay.

MR. BROAD.: So; you know, I'm not really in that

COMMISSION CHAIRMAN SHAPIRO: Barry; hold on.

12 Again; I want to make it really clear! I certainly didn't

13 intend -- because, yes; 1 ' m getting the f torm; okay. I

14 had no intentions of trampling on any legislative intent.

15 My reading of the legislation does not -- and,

16 again; we were not there; we were handed this bill, it

17 doesn't say that this Board could not adopt rules that would

18 require that all of our racetracks offer ADW on a non-

19 exclusive wagering basis. And I think you and I agree on

20 that, it does not say we can't; okay.

21 MR. BROAD: It doesn't prohibit it, no.

22 COMMISSION CHAIRMAN SHAPIRO: Okay; it doesn't

23 prohibit it.

24 Now; as what the other Board members need to hear

25 is that you have gotten up there very articulately, and very
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2 Now/ there are people who were In the same room as

3 you] who feel differently/ and that1s where the confusion

4 comes in. In fact/ if just turn around/ you will see

5 one.

6 All right. So what ~ think is important for

7 everybody up here to hear is/ Barry! thank you for your

8 comments/ now letls hear from

9 MR. BROAD: Can I just say one last thing?

10 COMMISSION CHAIRMAN SHAPIRO: One second. Let us

11 hear, now/ from somebody else who was in the room/ that may

12

13

have a different perspective.

MR. BROAD: Okay.

That1s all 1 1 m trying to do.

14 COMMISSION CHAIRMAN SHAPIRO; And let me just tell

15 you! one of the things I would like you to think about is

16 maybe what we should have is a joint informational hearing

17 that would be education for our Board! and maybe we should

18 do it with the Senate GO Committee, and do a joint

19 informational hearing so that Legislators and ourselves can

20 understand the complexities of this issue. Maybe that1s

21 what we should do is try to do it that way.

22 So I throw that out, okay.

23 Mr. Daruty, you were in the room, do you have any

24 views on this?

25 MR. DARUTY: Yes/ Scott Daruty/ with TrackNet
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1 Media. I was involved for months, and months, and months in

2 the iations and meet over the new account wagering

3 bill, and that partie lon included spending all

4 the last night prior to the / drafting up the

5 language the bill. that was agreed upon by the part

6 I'll also say that I don't believe there was a

7 single person involved in those discussions who was as

8 focused, or more focused, I should say, on the issue of

9 exclusivity. I think there were people who were as focused/

10 but believe me, it was a very, very big issue in my mind.

11 And there was no agreement, there was no backroom

12 deal, as described by Mr. Broad. I feel that absolutely and

13 I know other parties, who participated in those meetings,

14 feel the same way_

15 COMMISSION CHAIRMAN SHAPIRO: So are you saying

16 that there was no agreement that there would be that the

17 Board could not move forward with non-exclusive wagering?

18 MR. DARUTY: Well, there were certainly many

19 discussions about exclusivity, and the parties, over the

20 months of these negotiations, discussed everything from the

21 extreme of certain parties advocating a bill that expressly

22 outlawed exclusivity, other people advocating a bill that

23 expressly said exclusivity was okay.

24 What the negot ion ultimately led to was a

25 compromise, in which exclusivity was neither prohibited or
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1 tted, but just sort of we, you know, punted on the

2 issue.

3 COMMISSIONER CHOPER: You mean mandated, you don1t

4 mean permitted?

5 MR. DARUTY: It was not mandated and it was not

6 prohibi ted.

7 COMMISSIONER CHOPER: Yeah, that's a very

8 different thing.

9 MR. DARUTY: And I think that, first of all,

10 knowing what I know about this Board and about Californ~a

11 law, I don't see how we could have ever thought that we

12 could take the authority away from this Board, certainly

13 without expressly saying in the statute that that's what we

14 were doing. Otherwise, this Board has that authority.

15 So, no, there was, in my opinion, no agreement. I

16 know others in the meeting feel the same way as I do. So it

17 was just a disagreement or a misunderstanding, I suppose.

18 COMMISSION CHAIRMAN SHAPIRO: All right.

19 MR. DARUTY: If it was that important of an issue,

20 certainly would have been expressly addressed in the

21 statute.

22 COMMISSION CHAIRMAN SHAPIRO: Okay, were there

23 others in that, that wish to -- Mr. Liebau, are you going to

24 opine?

25 COMMISSIONER AMERMAN: Could somebody explain, for
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about r in the first

2

3

?

COMMISSION CHAIRMAN SHAPIRO: r there was a

4

5

6

7

8

9

meet that was heIdi I guess it was lD Bakersfield?

COMMISSIONER HARRIS: Yeah! beautiful downtown

Bakersfield.

COMMISSIONER AMERMAN: Well! that's a nice

location but what - -

COMMISSIONER HARRIS: Yeah, it was a wonderful

10 location, but I think it was called by Senator Flores. No

11 one on the Board was there, but a lot of the different

12 players were there.

13 MS. CHRISTIAN: Mr. Chairman, maybe I can try and

14 clear that up. I was also present at the meeting, Cathy

15 Christian, representing TVG.

16 COMMISSION CHAIRMAN SHAPIRO: Okay.

17 MS. CHRISTIAN: John Hindman, TVG's general

18 counsell who was also there, and there have been several

19 discussions about this since.

20 Let me just clear up one thing. First of all, no

21 one, especially from TVG, is saying that the Horse Racing

22 Board is bound by a backroom deal that people made extra-

23 legallYI or outside of the Legis~ature, or any other

24 process, that's simply not the case.

25 It is shorthand when people say "a deal is a
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1 deal/II s because the legislat process, as you all know/

2 se/ and deal making/ and trying to satis

3 the interests of the parties so that a bill can go forward.

4 mid the bill/ whether Mr. Daruty characterizes it

5 a compromlse/ a deal/ the bill represents what the parties

6. agreed would be acceptable: Had that bill not been crafted

7 the way it was/ there would have been opposition to the bill

8 in the Legislature and it would never have gotten out of the

9 Legislature.

10 So instead of that impasse, when we talk about lIa

11 deal! II and those of you who have been In the legislative

12 process know what welre talking about is something that the

13 parties were agreeable to/ that the author of the bill! and

14 those Legislators who were interested in crafting a solution

15 were all happy with, and that1s what welre ·talking about.

16 And that final night of negotiations, over what was

17 acceptable to the parties in the bill! occurred in

18 Sacramento, not in Bakersfield.

19 And most of the people in this room/ who have

20 commented! were sitting in that room.

21 In subsequent conversations/ it 1 s become very

22 clear that some people are rejecting reality in saying that

23 there were no understanding that the words of this bill/ and

24 specifically 1 1 m referring to Section 19604 --

25 COMMISSIONER CHOPER: What page is that on/ of
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~ that bill?

2

3 on page 8.

4

5

MS. CHRISTIAN: Well! I have the PDF version/ it's

COMMISSIONER CHOPER: Maybe it's the same one.

MS. CHRISTIAN: B--

6 COMMISSIONER CHOPER: Well, hold on.

7 MS. CHRISTIAN: -- 1.C.

8

9 B.l.

10

COMMISSIONER CHOPER: No/ that's not on our thing!

MS. CHRISTIAN: If you go past! Commissioner! the

11 definitions/ there's a whole definitions section that ends

12 with number 14/ right afterthat j subdivision B .

13

14 page 97

COMMISSION CHAIRMAN SHAPIRO: Where is it/ top of

15 COMMISSIONER CHOPER: The top of page 9. IlWagers

16 shall be accepted according to the procedures."

17 MS. CHRISTIAN: Yes j yes.

18 COMMISSIONER CHOPER: Okay.

19 MS. CHRISTIAN: Subdivision B.1.C. I'm looking at

20 the enrolled version, right.

21 And what that section says is that --

22 COMMISSION CHAIRMAN SHAPIRO: Are you looking at

23 C, as in cat?

24

25

MS. CHRISTIAN: Capital C.

COMMISSION CHAIRMAN SHAPIRO: Okay.
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1 CJMMISSIONER CHOPER; Can you read us the

2 language, £i~stf and then tell us what you of it?

3 MS. CHRISTIJI.N; Tharuz you j I was going to ask

4 permission to co that very thing. The agreement referenced

5 in subparagraph 3 j which is a written agreement with the

6 racing association conducting the races on which the wagers

7 are made j we're no\!\' talking about in-state wagers/ "the

8 agreement references in subparagraph B shall have been

9 approved in writing by the horsemen's organization

responsible for negot ing purse agreements for the breed

11 on which the wagers are made in accordance with Interstate

12 Horse Racing Act j
ll and the citation is there j llregardless of

13 the location of the ADW provider, whether in California or

14 otherwise j including] without limitation, any and all

15 requirements contained therein with respect to written

16 consents and required written agreements of horsemen's

17 organizations to the terms and conditions of the acceptance

18 of those wagers j and any arrangements as to the exclusivity

19 between the horse racing association or fair and the ADW

20 provider. II

21 It then goes on to say that the Interstate Horse

22 Racing Act is to be viewed exactly as it is written.

23 The purpose of that statute was to include In the

24 terms to be negotiated] and subsequently approved by the

25 horsemen j terms relating to exclus ty. That was the
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2 And .1 disagree! re ctfully, with Mr.

3 when he s there was no agreement. That was the agreement

4 as to how that statutory provision was to be r~ad.

5 Certainly, it is my understanding that that is what the

6 author believed! that is what Senator believed! and

7 that is what the parties agreed that this provision means.

8 That has also been expressed to the Governor's

9 Office that that is what this provision means.

10 It did exactly what Mr. Broad said, it allowed the

11 horsemen to participate, as they have been asking to

12 participate, in a direct way! in these terms! and it left

13 open for negot ion that term, ifically, exclusivity.

14 And with all due respect to the Board, and

15 Commissioner Choper, I haven I t known you for more than a few

16 minutes, but I used to be cOQDsel to this Board in a

17 previous life, the comment that the Board plenary authority

18 must be conditioned on what the Legislature construes the

19 statute.

20 And in this case, in order to achieve something

21 that was acceptable to all parties, the Legislature agreed

22 that exclusivity would be a negotiated term.

23 The reason, Mr. Chair, just to make clear, that we

24 did not get up and argue this point at the last meeting, was

25 because until you said what you said about where you wanted
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to go.

2 I actually up! if you recall, ask you were gOlng

3 to engage lD a rule-making process! or some other kind of

4 s.

5 And it would be our position that the statute does

6 not even give you the authority to create a rule that is

7 contrary to what the statute says.

8 But in any event/ if you're going to proceed at

9 all to discuss this by way of Board action, would have to

10 be in the regulatory context.

11 COMMISSION CHAIRMAN SHAPIRO: Can you tell me

12 where this says that if the Board -- and I'm not advocating

13 that this is what the Board should do -- but where does this

14 language say that the Board! given the context of all of the

15 other issues that are in the Horse Racing law/ where the

16 Board couldn't determine it's in the best interest of

17 racing?

18 I see that this language/ and I'm not a lawyer,

19 okay/ and I wasn't there, so I need to look to Derry/ and

20 any other of the great legal minds here --

21 COMMISSIONER CHOPER: Well/ the fact you weren't

22 there is irrelevant. I really mean! I think the notion

23 welre bound by what they d.

24 COMMISSION CHAIRMAN SHAPIRO: By law.

25 COMMISSIONER CHOPER: In the law.
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1

2

COMMISSION CHAIRMAN SHAPIRO: I agree.

COMMISSIONER CHOPER: Not by deals or --

3

4 law says.

COMMISSION CHAIRMAN SHAPIRO: I agree} what the

5

6

7

his

COMMISSIONER CHOPER: We don't have a legislative

in California, do we?

DEPUTY ATTORNEY GENERAL KNIGHT: Well, you do, of

8 sorts, yeah.

9 COMMISSIONER CHOPER:Well, then that, too, we can

10 look at, the printed material they put out after they're

11 done proposing the law and passing it.

12

13

COMMISSION CP~IRMAN SHAPIRO: Okay, but --

COMMISSIONER CHOPER: But so I just want to be

14 clear, I don't think we should pay any attention to that.

15 COMMISSIONER HARRIS: Well, isn't it clear the law

16 does say that the horsemen1s organization does have the

17 ght to agree or not agree with exclusivity? See, that's

18 sort of the thinking of the Board, I guess the Board

19 wouldn't really be -- wouldn1t really come in and overrule

20 what was an agreement between the horsemen and the ADW

21 providers, anyway.

22 MS. CHRISTIAN: And I a$ree with that,

23 Commissioner Harris. It is important for the Board to

24 separate, I think, what the Legislature intended in terms of

25 your responsibility for licensing ADW providers and ensuring

PETERS SHORTHAND REPORTING CORPORATION
3336 BRADSHAW ROAD, SUlTE 240, SACRAMENTO, CA 95827/ (916) 362-2345



PAGE 7-117

97

1 that meet the ifications that the slature

2 expects.

3 Beyond that, there is a negotiation that goes on.

4 This statute specifically contemplates a negotiation will go

5 on with licensed entities, that is horse racing ass ations

6 that are licensed by this Board to conduct race meets! ADW

7 providers that are licensed by this Board to enter into

8 those negotiations.

9 Obviously, a negotiation can't produce a contract

10 that is contrary to law. But it is our position that this

11 law, as it written and is effective January 1st,

12 specifically provides for a market term negotiation on the

13 issue of exclusivity! as well as any number of other items.

14 And as long as that -- that that is between the parties!

15 what works best with respect to that market negotiation.

16 And so when you decide to license an ADW provider,

17 if they meet the minimum qualifications! I suggest to you

18 that you have no basis for denying a license because they

19 may subsequently enter into a contract that you would prefer

20 they didn't. As long as the law allows them to do that,

21 that this statute means, not just implicitly! it means that

22 the Legislature has said what the rules of the game are

23 going to be with respect to that negotiation! and it would

24 not be for the Board to substitute its judgment for the

25 Legislature with respect to that.
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1 And so that sensei you know} we expected/

2 actual to have more of this conversation a

3 subcommittee environment} as was sted at the last

4 meeting} and have taken some time to go back and read the

5 statute have scussions with } so we didn't throw all

6 this out at the last meeting.

7 1 1 m happy to answer any ~~estions} as are other

8 representatives of TVG. But we couldn't disagree more with

9 what Mr. Daruty d.

10 COMMISSIONER CHOPER: Understand.

11 MS. CHRISTIAN: Okay.

12 COMMISSIONER CHOPER: And I certainly appreciate

13 what you said. I'd like to say to you the same thing I said

14 to Mr .. Broad} I think you ought to submi t something in

15 writing, and I think the gentleman who took the opposite

16 view, so we know at least there are two views on this, maybe

17 more, ought to do so as well.

18 And we have the Attorney. General's Office, we have

19 our own legal representation here, we'll read it and we'll

20 try to understand what was said.

21 Sometimes what appears on first blush, as we know

22 is not the ultimate answer.

23 And, Mr. Broad, I wish you'd do the same thing

24 with the labor provision. And if you don't have a dog in

25 this other fight j I mean} maybe you want to stay out of that
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1 one. But that1s up to you, ous I I canlt tell what

2 to do.

3 COMMISSION CHAIRMAN SHAPIRO: He has a dog, don1t

4 worry. OkaYr thank Thank you.

5

6

MS. CHRISTIAN: Thank you.

COMMISSION CHAIRMAN SHAPIRO: Is there anybody

7 else who was party to those discussions r that might want to

8 weigh in on that, before we get off to something else?

9 MR. COUTO: Drew Couto, Thoroughbred Owners of

10 California. I'll come back from my alternate reality.

11 I don't question anybody's sincerity in what they

12 came away with in that meeting, and what appears to be is

13 people came away hearing what they wanted to hear, because

14 these issues were so emotional to their position.

15 I can only share with you what was our perception,

16 and it's equal in the sense to the rest of them.

17 What I perceived or thought we were negotiating

18 was that the issue of exclusivity would be one to be

19 negotiated by the parties, that particular issue.

20 As you k~ow, as Scott pointed out, initiallYr I

21 think, TOC's position was we were trying to prohibit

22 exclusivity. On the other side was an entity trying to

23 mandate exclusivity. And we ended up in the middle, saying,

24 let's leave this to be negotiated by the part s.

25 Where I think we have gotten into an unfortunate
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1 disagreement is some are now] In my op , ext s

2 agreement that we would iate the issue of exclus

3 into some tion aga t the Horse Racing Board

4 exerclsing its authori , as set forth in the statute.

5 fuld what we have said and, hopeful ] not in an

6 inflammatory way to the rest of those who are engaged, lS we

7 kept the, language from the prior statute with regard to the

8 Horse Racing Board's role in this, we kept the same language

9 from the old statute, to the new statute, to reflect that

10 the Horse Racing Board continued to have a role of

11 oversight.

12 What exactly that was, I do not believe we had any

13 agreement as to what that was, nor do I think I can

14 tell - I can tell anyone, honestly, that at the time we did

15 this, we were not anticipating that the Horse Racing -- by

16 agreeing to something] the Horse Racing Board would come

17 back in and rewrite the law] I don't think that's what we

18 were saying.

19 But we were, at least myself, Craig Fravel, Scott

20 Daruty, and others thought that we were leaving the Horse

21 Racing Board's role to be what it was and continue to be

22 what it was.

23 COMMISSIONER CHOPER: Do you think that included

24 the ability to require non-exclusivity?

25 MR. COUTO: I don't really know] because I didn't

PETERS SHORTHAND REPORTING CORPORATION
3336 BRADSHAW ROAD, SUITE 240, SACRAMENTO, CA 95827 j (916) 362-2345



7 121

101

l much about it at the t and, honest I haven't

2

3

much about it now.

And we also made the point, when we recently met,

4 that under Interstate Horse Racing Act, which is also

5 referenced and also controls these! that by virtue of

6 law, the Horse Racing Board plays a role in all of

7 this, as well. And in particular, the language referring to

8 exclusivity in the statute in front of you is lifted

9 verbatim from the Interstate Horse Racing Act.

10

11

So, you know, I don't -- it's unfortunate that

here we are arguing about what we did or didn't agree to. I

12 will say that I will agree with those who assert that we

13 agreed between the parties we would negot the term of

14 exclusivity. But to the extent anyone is asserting that it

15 stood beyond that to preclude the Horse Racing Board from

16 doing what it is empowered to do, both under Federal and

17 state law, that's where we would have to draw the line.

18 And I don't think that we ever anticipated that

19 you would be precluded from looking at these, and reviewing,

20 and making decisions that the Board thought was in the best

21 interest.

22 And, again, I say that it was not -- despite what

23 some may assert, it was not part of a devious plan to go

24 around the agreement, I just don't think it was contemplated

25 at the time, other than you would continue to have a ro
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t

2 that as well.

3 COMMISSIONER CHOPER: WeIll I don't want to set

4 the rules, I mean l maybe it's not done this way. But I

5 think it would be help to have. I mean, you have an

6 opposite point of view from the one that we just heard a

7 moment ago. And, you know, this is complicated stuff,

8 whether you're a lawyer or not, in trying to make --I mean,

9 this is not great prose what Legislatures enact, so that

10 it's perfectly clear. And, you know, that gives lawyers a

11 chance to make a living, too, so I can't argue against that.

12 But in any event, I think that would be very

13 helpful. And I think our counsel will weigh in, also, as to

14 what this looks like.

15 Because it 1 s very difficult, without any

16 preparation, to comprehend everything that 1 s being said and,

17 anyway, you get the point.

18

19

20

MR. COUTO: Thank you.

COMMISSION CHAIRMAN SHAPIRO: Thank you very much.

Mr. Liebau?

21 MR. LIEBAU: Jack Liebau, from Hollywood Park.

22 Under the existing circumstances; I'd just like to say I

23 wasn't at the meetings and I don't care what they said.

24 And I really question whether it's worthwhile to

25 go to this issue, if you don't have to go to this issue.
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people up

here saying he that, no, she sa d that, then if by

3 chance this model, that came to f tion last night is

4 approved the Thoroughbred Owners of Calif , why do we

5 even to the issue of exclus

COMMISSION CHAIRMAN SHAPIRO: I couldn't agree

7 with you more. I couldn't agree with you more. If this

8 model is approved, frankly, I donlt think we do have to go

9 through this.

10 MR. LIEBAU: We don't have to have fights that we

11 don't have to have. And in the end, 1 don't know whether

12 there's language, and I had to chuckle about Commissioner

13 Choperls remark about the language being somewhat fuzzy,

14 because my colleague, Mr. Fravel, is not here, and at one

15 point in time he was bragging to me about how well that was

16 drafted.

17 (Laughter.)

18 COMMISSIONER CHOPER: Well, everything is

19 relative, you know.

20 MR. LIEBAU: But maybe it was well drafted, and

21 then nobody -- it can be interpreted differently, and that1s

22 what lawyers are good at.

23 But in any event, I really wonder if this

24 conversation or discussion is really worthwhile, in light of

25 the fact that maybe the parties, as Mr. Couto has said, have
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1 a model that des for exclus th

2 respect to broadcast, .and non-exclusivity with respect to

3 wagering. And know, frankly, as far as Hollywood Park

4 and Meadows are concerned, we think that that is in the

5 best st of racing and it shouldn1t be changed.

6 COMMISSION CHAIRMAN SI-LA.PIRO: Well, I think you Ire

7 absolutely right, and I think we ought to end this

8 discussion on that note, and hope that what we will f~nd is

9 that the parties can come to an agreement amongst

10 themselves, and that we would be able to avoid having to get

11 into any further conflict on this issue.

12 COMMISSION CHAIRMAN SHAPIRO: Mr. Jamgotchian,

13 you'll have the final word on this.

14 MR. JAMGOTCHIAN: Well, 1 1 m shocked to be sitting

15 in a room with a Jack Liebau as a peacemaker. 1 1 m having a

16 hard time understanding that.

17 But! you know! Mr. Chairman, members of the Board!

18 the ADW system does not work in California, obviously,

19 thatls why you're trying to correct it.

20 But lId like to bounce something off the Board!

21 because it seems to me that -- and I think that Mr. Choper

22 maybe has the direction, is that the CHRB needs to take the

23 lead here, and needs to give guidance and direction.

24 Because, ly, it's ADW that you guys realistically

25 control. And you need to re the power, because I donlt
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1 think that you want backroom deals being made that, A, you

2 aren1t aware of and! B, that affects the

3 industry_

4 80 here I s my question or here I s my plan, and I I d

5 like you to at least offer your thoughts. 8 the CHRB

6 licenses an association, why don1t they retain the rights to

7 the broadcast. And then! since they have the rights to the

8 broadcast, they hire a production company to produce the

9 broadcast! i.e.! the races, and then sells the broadcast to

10 any ADW player that wants to buy it, at which point any

11 wagerer in the State of California, or the United States,

12 can then go to that ADW provider! who 1 s acquired a license

13 from the CHRB, who does the broadcast! then we donlt have

14 any problems. Do we?

15

16 scenario.

COMMISSIONER CHOPER: Thatls certainly one

17 MR. JAMGOTCHIAN: I mean --

18 COMMISSIONER CHOPER: But the question, I get -- I

19 mean, 1 1 m hearing different things at different times. But

20 I don't know anything about this, to begin with.

21 MR. JAMGOTCHIAN: Well, thatls an hones answer.

22 COMMISSIONER CHOPER: But I want to do the -- but

23 our job is to do the right thing for the industry.

24 And the question I would ask is if it is true that

25 the racing associations and the horse owners agree on a
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1 icular tern, the quest is should the Board seek to

2 supersede that and say, no, this is not an

3 ac Ie agreement. You could hypothesize some,

4 In which it just seemed to be undesirable, even though it

5 was agreed to, it would be contrary to the policy of the

6 furtherance of the industry.

7 Andthat 1 s the question that we have to decide,

8 what--

9

10 purview,

11

MR. JAMGOTCHIAN: And that's totally within your

COMMISSIONER CHOFER: ~t is, but you got to be

12 pretty much informed before you overturn the agreement of

13 what would appear to be, at £irst blush, the parties who

14 represent the competing interests. I mean, the TOC, and the

15 ADWs, I mean, they're two powerful groups.

16

17

18 but

19

20

And you're represented by the TOe.

MR. JAMGOTCHIAN: Well, I'm not, personally,

COMMISSIONER HARRIS: You are,

COMMISSIONER CHOFER: But anyway I but then the

21 question is what are the reasons for us coming in and

22 saying, no, that agreement in some way is shortchanging the

23 best interests of the industry?

24 COMMISSIONER HARRIS: I don1t think we have the

25 ability to really do -- to really need to do that_
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1 we two who are la f th, and

2 've come up with a model. It may well be that over time

3 changes, what's a good model this year a fferent model

4 next } or we look at the numbers and it doesn't work.

5 But I think it's sa£er to really have the horsemen

6 and the ADW providers come up with a deal they agree on}

7 rather than us superimposing, okay, this is the way it's got

8 to be.

9 COMMISSIONER CHOPER: What's wrong with that? I

10 mean, that --

11 MR. JAMGOTCHIAN: My concern with that is, is that

12 you need a judge to make the decision. Who's the judge? Is

13 the judge going to be the CHRB, or is the judge going to be

14 the associations, or the ADW companies, or the TOe? Who's

15 the judge?

16 COMMISSIONER CHOPER: Well, ordinarily, you know,

17 in our system, what you're doing when you have two groups

18 together like that come to a -- it's the same groups that

19 produced this legislation, but with all -- with all

20 apologies to Mr. Fravel, I would hope that your contracts

21 are less ambiguous, less subject to different interpretation

<22 than this.

23 And what you mean a contract, of course, is

24 very different than what those who were in that room there

25 meant what the slation produced. This is the
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1 slature's t. The other is t. And if

2 they come to it, it seems to me there's a strong presumption

3 favor of not overturning them.

4 COMMISSION CHAIRJVJAN SHAPIRO: Well/ Mr. Choper,

5 again, I would really like to leave it at what Mr. ebau

6 d. It's a complex issue. If we have to have an

7 informational hearing where we can learn more about it, we

8 can understand it better, we will then understand what role

9 the CHRB should play, and exactly what laws we are to follow

10 based on the legislation and the laws that have been

11 enacted.

12 And, therefore, I think that we should move on to

13 the next agenda item.

14 MR. JAMGOTCHIAN: Oh, yeah, wait a second, I'm not

15 finished, and you're taking my timet I didn't speak for the

16 allotted time.

17 But my only concern is that this Board -- that

18 this Board needs to retain control of ADW. Because if the

19 parties aren't going to reach agreement

20 COMMISSION CHAIRMAN SHAPIRO: You've got two

21 minutes left.

22

23 minutes.

MR. JAMGOTCHIAN: That's fine, I don't need two

If the parties aren't going to reach agreement/ we

24 need a judge to determine who and what is going to be done

25 for ADW t because there's a lot of money at stake, a lot of
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1 money for the horsemen at stake that's being total

2 l

3 You guys, the Board, maintain the final decision

4 and you've got to retain that ght. If they can't make a

5 deal,I think you ought to consider my model, where you,

6 essentially, buy a production company, or lease a production

7 company, or employ TVG or any production company, take those

8 ghts and then release them as a franchise to anybody who

9 wants to take bets lawfully.

10 And if you're not in that mode, you should be,

11 because I'm willirig to bet that there won't be an agreement~

12 COMMISSIONER CHOPER: No, no, let me say this, if

13 there's no agreement, then welre on a different territory

14 altogether, right.

15

16 that.

17

MR. JAMGOTCHIAN: So 1 1 m just saying consider

COMMISSIONER CHOPER: Now, yours is an interesting

18 thing, I think we should consider it.

19 COMMISSION CHAIRMAN SHAPIRO: Okay, thank you.

20 All right, we're going to go to -

21 COMMISSIONER MORETTI: Could I ask to that point?

22 COMMISSION CHAIRMAN SHAPIRO: Yes.

23 COMMISSIONER MORETTI: I think it was a good idea

24 that Professor Choper asked some of the various part s to

25 give us a brief - a brief bulleted, in English, outline of
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theirs

2 this time, TOC's theirs, , Richard. And, you know,

3 then the takeout In a of the issues, and then there are

4 certain things in which the CHRB is mentioned.

5 But I think it would also be important, Derry, if

6 you could give us an overview of what is anticipated, now,

7 now that we have this new law, or we will in January! what

8 are the CHRB l s responsibilities toward it. Because!

9 obviously, this is a law,it will be subj ect to

10 interpretation, but we have a law that we have to follow,

11 now, so maybe we can do that.

12 COMMISSION CHAlm~ SHAPIRO; And so, Derry,

13 you'll do that, and perhaps the ies will at least give

14 us their interpretations that the law provides.

15 All right, I'd like to move to public comment. I

16 have two cards, Rod Blonien.

17 MR. BLONIEN: Thank you, Mr. Chairman, members.

18 Last week our Governor signed AB 241, by Assemblyman Price,

19 which is a bill that I've been working on for a substantial

20 period of time with Ron Charles, and John Amerman has been

21 cheerleading from time to time.

22 This year, we were able to put together a

23 coalition that included TOC, included CARF j included all the

24 tracks, and the bill became law.

25 And what the bill does, Mr. Chairman, lS it
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1 zes 45 -satellite wagerlng facilities, 15 in each

2 zone, that would be ed st businesses. Most of

3 the would be done self service

4 machines. And it places a burden on this Board,· In that

5 according to the 1 slation, by April 1st you are to have

6 emergency regulations to implement this law, and the idea is

7 to hopefully have some of these facilities up and rWlDing

8 for Kentucky Derby weekend in '08.

9 And I wanted to, number one, bring this to the

10 attention of the Board and, number two J Mr. Chairman, I

II would encourage you to form an industry ad hoc committee to

12 work with your staff to draft the regulations to implement

13 the law, so that when April 1st comes along, the

14 regulations, hopefully, will have been approved by AOL, and

15 at your April meeting we may have actual licenses to be

16 issued to these mini-satellite facilities.

17 And that's basically what I wanted to inform you

18 of.

19 COMMISSION CHAIRMAN SHAPIRO: Well, thank you J Mr.

20 Blonien. I am aware that the law was passed and your good

21 work was should be very much appreciated by the industry.

22 We will ask staff to get on that immediately, so

23 that we can enact whatever rules and regulations are

24 required of us, so that we can avail ourselves of the

25 additional 45 mini-satellite facilities.
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l12

3 COMMISSION CHAIRMAN SHAPIRO: All right.

4 MR. KEMPT: lS almost always here, but

5 usually silent.

6

7 Doug.

8

COMMISSION CHAIRMAN SHAPIRO: All right, go ahead,

MR. KEMPT: Doug Kempt} with Local 280. My

9 comment is just going to come in the form of a question. I

10 was making notes here. And that lSI has anybody on the CHRB

11 or the staff been notified by anyone, or anybody in this

12 industry about closing a Southern California satellite for

13 one day} specifically next Wednesday, October 24th} for a

14 bus trip?

15 COMMISSION CHAIRMAN SHAPIRO: I'm not aware of it,

16 but wouldn't that come to staff?

17 MR. KEMPT: Yeah, that was my question, if anybody

18 had heard that?

19 COMMISSION CHAIRMAN SHAPIRO; No. But why don't

20 you take that up with staff, I don't think that's a Board

21 matter.

22 MR. KEMPT; Okay. Does the Board have to approve

23 something like that, closing a satellite for one day?

24 COMMISSION CHAIRMAN SHAPIRO: You know what, I

25 don't think we know that.
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1

2

MR. KEMPT:

COMMISSION CHAIRMAN SHAPIRO; And I I would

3 recommend that you run that staff and see what the

4 issue iS I because wel.re just not aware of it.

5 MR. KEMPT: I I iate it.

6 COIV1MISSION CHAIRMAN SHAPIRO: Thank you.

7

8 Racing

MR. KORBY: Chris KorbYI California Association of

9 I think I can shed some light on this. We1re

10 working on a promotion with the Victorville satellite

11 facilitYI at which -- at one time envisioned that perhaps

12 the satellite facility would close for one day and all the

13 patrons would be bussed to Santa Anita for a day at the

14 races. We 1 re going to continue with that promotion, which I

15 think is a terrific ideal but we're not· going to close the

16 satell

17 So that was some earlier planning versions that

18 Doug was apparently referring to.

19 COMMISSION CHAIRMAN SHAPIRO: Okay. But, again, I

20 think that1s a matter that shouldn1t come before the Board,

21 it should come to staff.

22 MR. KORBY: That1s right.

23

24

25

COMMISSION CHAIRMAN SHAPIRO: Okay, thank you.

MR. COUTO: Mr. Chairman?

COMMISSION CHAIRMAN SHAPIRO: Yes.
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1 MR. COUTO: Drew Couto. On lic comment I did

2 have a card in, as well! and I just wanted to ask --

3

4

COMMISSION CHAIRMAN SHAPIRO:

MR. COUTO: That's all right.

I'm sorry.

5

6

COMMISSION CHAIRMAN SHAPIRO: Yes, you did.

MR. COUTO: TOC and I believe the Jock's Guild

7 would like to make a request to the Board that at its

8 November meeting, that you place on the agenda an i tern for

9 discussion, and we'll let the Board know before the deadline

10 whether or not we'll request any action, as well. But it

11 relates to the health insurance for California riders.

12 And the Guild, and TOC, and others are working to

13 come up with a plan to hopefully improve the health

14 insurance, and a way to manage it. And so we'd like to

15 discuss that with the Board in November.

16 COMMISSION CHAIRMAN SHAPIRO: I think it's --

17 obviously, I've been part of those discussions, I understand

18 it, and I think it1s absolutely necessary and we will make

19 sure that that's on our November agenda.

20

21

MR. COUTO; Great, thanks.

COMMISSION CHAIRMAN SHAPIRO: Thank you.

22 Okay, Mr. Jamgotchian, do you have something else

23 to talk about?

24 MR. JAMGOTCHIAN: Yes} Mr. Shapiro, with regards

25 to an agenda item on the next agenda, I think that the Board
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1 to also on the heel nerve issue that the

2 Medication Committee of. It just seemed to

3 disappear. And I'm just wondering, Slnce you're a

4 of protection of horses, then why the CHRB won't ban heel

5

6

nerving. Is there some reason why?

COMMISSION CHAIRMAN SHAPIRO: This is a comment

7 period! I'm going to let you comment.

8 MR. JAMGOTCHIAN: Well! he just put something on

9 the agenda -- he asked you to put something on the agenda~

10 So! Mr. Shapiro! I'm asking you! in the protection of horses

11 in this State! if you would put the heel nerving on the

12 agenda, the banning of heel nerving. So if you want to

13 protect the horses, maybe you 1 ll do that.

14 Additionally! lId like to thank the CHRB for the

15 $17!900 check that they paid me. Obviously, it was another

16 lawsuit that was brought on by Ms. Fermin 1 s inability to

17 follow the California Public Records Act. She 1 s learned

18 now! twice. But, unfortunately! she's going to learn a

19 third time.

20 And that brings up the issue that I meant ier

21 with Mr. -- that I discussed earlier, that the Government

22 Code 54957.1 requires a legislative body to publicly report

23 any action taken in closed session! and the vote or

24 abstention of any member present thereon! and I don1t hear

25 anything. There was a closed session and the items of the
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1 closed session were identified; but there1s been no response

2

3

4

s Board pursuant to State law.

And lid like to ask Mr. Knight to tell me why?

DEPUTY ATTORNEY GENERAL Kl\JIGHT: The Board has

5 complied with the Open Meeting law in this matter.

6 MR. JAMGOTCHIAN: Okay. And how has it complied!

7 it didnlt make an arlliouncement; did it? Publicly report any

8 action. Was any action taken?

9 DEPUTY ATTORNEY GENERAL KNIGHT: The Board has

10 complied with the Open Meeting law! and that section you're

11 citing doesnlt apply to this Board. But the comparable

12 State section; they complied with.

13

14

MR. JAMGOTCHIAN: Okay. Well! we'll assess that.

Additionally; with regards to today! I was

15 wondering if there's been any decision made as to the

16 replacement of the Executive Director? Any decision, I

17 mean--

18

19 period.

20

COMMISSION CHAIRMAN SHAPIRO: This is a comment

MR. JAMGOTCHIAN; Oh, okay.

21 COMMISSION CHAIRMAN SHAPIRO: If you would like to

22 make a comment! please make your comment?

23 MR. JAMGOTCHIAN: Okay; 1 1 m making comments

24 because I hear that Ms. Fermin is going to be either; A,

25 retiring or! B! being replaced. So I think it would be
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1 important for the e to know if that's the case.

2 Well] anyway, with regards to that! there's

3 a horse running today! which I think's got a lot of karma,

4 and it's in the six race, Ingrid The Gambler.

5 COMMISSION CHAIRMAN SHAPIRO: Okay, Mr.

6 Jamgotchian! if you have -- you're done. We're done. No!

7 Mr. Jamgotchian, we're done.

8 MR. JAMGOTCHIAN: I have --

9 COMMISSION CHAIRMAN SHAPIRO: I'm going to -- on

10 that note, you obviously have nothing pertinent! which is

11 relevant to Board business.

12

13

MR. JAMGOTCHIAN: Oh, no! I do. Oh! no, I do.

COMMISSION CHAIRMAN SHAPIRO: It does not have any

14 thing to do with general business of this Board.

15

16

MR. JAMGOTCHIAN: You are not -- excuse me.

COMMISSION CHAIRMAN SHAPIRO: Therefore! 1 1 m going

17 to adjourn the meeting "and thank everybody. Thank you very

18 much.

19

20

21

22

23

24

25

MR. JAMGOTCHIAN: Okay! Mr. Shapiro.

(Thereupon the California Horse Racing

Board Regular Meeting was adjourned at

12: 45 p. m. )

- - 000--
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".;:-:-i'

//

/;y

.-::,-Y

///f"
/./.

/-;;;f-::-.{-'

If there aren/''t any
,,///

I'll

yes.Yes,

///

/:/1//

th~/,//
F.:-';'/Y

//,,; /"y

~ ~/ ~

CHAI~¥aS'~SON SHAPIRO; ~,Ond? ..////
/4"~/ /f:f --; ~<.;~, <:~«'~-

CO~ISSIONER MORETT::V~' 1'11." second it ,,/"
/" /, /

/·.tHAIRPERSON SHAPJ:1fo; Second~a. A}1{' in favor?
/: ~:., ./ - "~\. /./

.Il J;!/(f ""'<::::.:~._::/.!

(Ayes) J,f /""",

/ 4/ ,
,h';- '" ~<-,\

CHAIRPER~?N SHAPIRO: Than~/)1ou. "\'0"\,

MR. B4,~IEN: Thank you,/,rz1:~. Chairman.',,,,,,,,
(I" ,//' "',

C~iRPERSON SHAPIRO: ,,/7\nd wish Dr. Allred~pod
/ / \

/ /
/ -/~

/ 7
,/,,/.,. MR. BLONIEN: Jti~nk you.

~'

,.: ,,<,':

£:r/<~'-
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'"\;

,;';Y
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, ./;.J

y
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\~

"""\\, COMMISSIONEF/7'~ERMAN:

luck.

.j,,:.~

Los Al application?,/"'"

marketing ~':pyratiq;r1~'
"'t,; //"

responsible f~p(~arketing?
// """;,

other,/:6uestions, I don\"~ havE;/~ comment
/ ~ ~.

enw~rtain a motion.
/'

/i?

5

2

9

7

6

3

4

8

1

22

20

12

17

10

11

19

18

15

16

21

13

14

3 CHAIRPERSON SHAPIRO: Okay, moving right along.

24 What I would like to do now is I would like to go to Item

25 number 14, 15, 16 and 17.
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1 ASSISTANT EXECUTIVE DIRECTOR SMITH: Mr. Chairman

2 and Commissioners/ Bon Smith, CHRB staff.

3 Before is the application for approval to

4 conduct advance deposit wagering/ ADW/ of Churchill Downs

5 Technology Initiatives Company doing bus s as

6 twinspires.com; brisbet.com/ tsnbet.com and winticket.com

7

8

for a two year period commencing January 11 2008.

an out-af-state/ multi-jurisdictional wagering hub.

That is

.I

9 believe we have representatives.

10

11

CHAIRPERSON SHAPIRO: Yes l we do.

VICE CHAIRMAN HARRIS: Also, I was under the

12 impression there was some consolidation into one name too.

13 CHAIRPERSON SHAPIRO: If the representatives from

14 Churchill Downs Technology will come forward.

15 ASSISTANT EXECUTIVE DIRECTOR SMITH: And clarify

16 those issues for us.

17 CHAIRPERSON SHAPIRO: And we can clarify that. I

18 know he'S here because I said hi to him. Could somebody

19 yell out there that we just denied their license

20 application. (Laughter)

21

22

VICE CHAIRMAN HARRIS: Go back to Kentucky.

ASSISTANT EXECUTIVE DIRECTOR SMITH: At the time

23 the package was presented we had unresolved issues

24 concerning a contractual agreement with labor organizations

25 as well as the hub agreement.
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1 CHAIRPERSON SHAPIRO: Thank Well s

2 Churchill Downs won't be licensed here because they didn1t

3 send a representative oh look. Mr. Blackwell, welcome.

4 It's nlce to see you again.

5 MR. BLACKWELL: It's good to see you.

6 CHAIRPERSON SHAPIRO: Okay. We1re taking things

7 out of order.

8

9

MR. BLACKWELL: Okay.

CHAIRPERSON SHAPIRO: So there are going to be a

10 couple of issues here. First of all it is my understanding

11 thattwinspires has now changed, it is now under the banner

12 oftwinspires. It has all been consolidated under the name

13 twinspires so that winticket, brisbet,tsnbet, americatab,

14 they all -- if you log on those it basically sends you over

15 to twinspires?

16 MR. BLACKWELL: That lS correct.

17 CHAIRPERSON SHAPIRO: Okay. So it's the same

18 entities but that's who --

19 MR. BLACKWELL: When we were preparing the

20 application this was in the process but in an abundance of

21 caution just in case things didn't work out in the time that

22 we expected we went ahead and put all the entities on the

23 application. And for awhile those entities will be out

24 there. Just in the abundance of caution we didn1t want to

25 create a technical issue about whether we were licensed or
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1 not.

2 CHAIRPERSON SHAPIRO: Okay. As you know we

3 licensed you through the end of the year.

4 MR. BLACKWELL: That is correct.

5 CHAIRPERSON SHAPIRO: This is now to move forward.

6 MR. BLACKWELL: I understand.

7 CHAIRPERSON SHAPIRO: And in moving forward there

8 lS new law in Ca"lifornia which requires a number of things.

9 And one of those is a hub agreement.

10

11 agreement.

12

13 executed?

MR. BLACKWELL: Right, and we do have a hub

CHAIRPERSON SHAPIRO: You do have a hub agreement

14 MR. BLACKWELL: Yes. It has not been signed, we

15 have agreed to all the terms.

16

17

CHAIRPERSON SHAPIRO: And who

MR. BLACKWELL: Mr. Couto can probably come down

18 and explain but we --

19 CHAIRPERSON SHAPIRO: Drew, youlre probably going

20 to have to camp out down here.

21 MR. COUTO: Yes, Drew Couto, Thoroughbred Owners

22 of California. I think that some of the Board is aware that

23 we prepared a master hub agreement for all the ADW companies

24 and it was circulating until about last week when one of the

25 ADW companies said it will sign separately with the
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1 racetracks. We heard about that earlier the week.

2 So we then took the master hub agreement that was

3 a ten party agreement, rewrote it to be individual ADW hub

4 agreements, and just did that two days ago based on

5 conversations with the other ADW companies. It has been

6 forwarded to them/ they revised it. Their final revisions

7 came back last night. So we have agreement on all of the

8 language and we just need to print it. We don't have

9 printers at the hotel.

10 CHAIRPERSON SHAPIRO: So you are in agreement with

11 the version that Mr. Couto has just described and that is

12 acceptable and will be executed?

13 MR. BLACKWELL: Right. We actually just reviewed

14 it before the meeting to go over the terms and we agreed to

15 the terms.

16 CHAIRPERSON SHAPIRO: Okay. So that will be in

17 place. As a condition of licensure we will expect that that

18 agreement is executed.

19

20

MR. BLACKWELL: Yes.

CHAIRPERSON SHAPIRO: Now the other thing that we

21 need to have in place as I understand it, and I see that

22 Mr. Broad is here to help us through this/ is with the new

23 ADW law we also have to have a bona fide labor organization,

24 there must be an agreement/ in writing, with a bona fide

25 labor agreement. That no later than 90 days prior to
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2 the labor organizat Is that in place?

3 MR. BROAD: That is not in place yet although the

4 discussions are moving along apace. We would ask if there

5 are no other impediments that you conditionally approve

6 these agreements, for this one and all the rest of them, on

7 the condition that the card check agreement be in place by

8 December 31.

9 CHAIRPERSON SHAPIRO: Can you describe for the

10 Board what your understanding of a card check agreement is.

11 Some of us are just not familiar with it.

12 MR. BROAD: Right. And let me just say that the

13 companies, we don't have a disagreement about what a card

14 check agreement is. It's just the process of figuring out

15 who the exact employees are that would be covered by the

16 bargaining unit.

17 A card check agreement basically says that you

18 will determine whether employees are to be represented by a

19 union if a majority of the employees in the bargaining unit

20 sign a card authorizing the union to be their exclusive

21 representative. Then when "that "agreement - - That agreement

22 is then validated, usually through a neutral like an

23 arbitrator/ which is also part of the agreement. The

24 employer also in this circumstance agrees to be neutral in

25 the period of time in which the cards are collected.
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1 So it is a way of determining ma] status and

2 tion of a labor organization. It does not deterfuine

3 the wages, hours or terms and conditions of employment. The

4 parties obligate themselves to bargain in good faith with

5 one another and not with some other union or refuse to

6 bargain. But at that point they then have to determine all

7 that. That does not have to be in place under this statute.

8 Just the neutrality, card check agreement.

9 CHAIRPERSON SHAPIRO; So let's use it in terms of

10 what employees would be - They have an office in Mountain

11 View, I know that's where this is located, which is in

12 California. So we have to - Who is going to tell us. Is

13 it those employees decide whether or not they want to be

14 represented by a union?

15 MR. BROAD: The statute specifies that the

16 employees that we're talking about are employees that accept

17 or process pari-mutuel wagers. When they have an office in

18 Mountain View which performs some --

19 CHAIRPERSON SHAPIRO: Programming.

20 MR. BROAD: They perform some other thing or

21 they're clerical employees or they write advertising copy or

22 whatever they do, they are not covered by this.

23 CHAIRPERSON SHAPIRO: Okay. So who are -- The

24 employees are only those people that are processing wagers,

25 accepting money?
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2 VICE CHAI~~ HARRIS: At a phone? The whole

3 process is computerized.

4 MR. BROAD: You're talking about people accepting

5 phone wagering or who would be say like customer ce

6 people involved. If it's done by computer, if somebody is

7 in there saying, hey, I did this bet and you're supposed to

8 send me a million dollars and I didn't get the millibn

9 dollars. Where's my million dollars?

10 CHAIRPERSON SHAPIRO: There is defined language

11 that states which jobs are applicable to this agreement.

12 MR. BROAD: Right. It doesn't actually list job

13 classifications as such because each employer might call

14 them something different. That's part of the discussion

15 that occurs here. Let's say 1 1 m sitting down with this

16 gentleman and I say okay, we're going to do this card check

17 agreement. Who do you got? Who are we talking about? Who

18 are the workers?

19 And he'll say, well lIve got this hub in Oregon,

20 let's say, to be more realistic about this. And I have 15

21 phone clerk jobs who accept wagering and I have two of these

22 other people and five of these people. And then there is a

23 little discussion about is this person included or not

24 included or whatever. Maybe it's immediately obvious.

25 And they sit down and they do the agreement, which
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1 lS more or less a kind of standard the labor

2 world. And then they reach agreement about who the group is

3 and then they sign it and it 1 s done.

4 So a union then can organize the other people, 1 ' m

5 so+ry, can organize the other people. But they are not part

6 of this and you don't have an obligation to not license them

7 if the union or any other union wants to unionize people

8 that don't accept or process pari-mutuel wagers from

9 California.

10

11

CHAIRPERSON SHAPIRO:

VICE CHAIRVWill HARRIS

Okay.

Is there one union? Which

12 union basically do you represent?

13

14

CHAIRPERSON SHAPIRO: The 280?

MR. BROAD: Yes. Because it's the union -- Like

15 the satellite wagering it's the union that accepts wagering,

16 that does this type of work at the closest, live racing

17 track in California.

18 CHAIRPERSON SHAPIRO: So what do we do? Let's say

19 that they have ten of what I would call jobs that might

20 qualify for this but they're in Oregon. How do we -- We

21 have no standing to dictate anything that is out of state.

22 MR. BROAD: first of all, that's what the statute

23 says, whether they are in the state or not. What you don't

24 have authority to do is under the Constitution of

25 California, is to refuse to enforce a statute on the basis
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2 COMMISSIONER CHOPER: Have all of the ADW

3 providers agreed to -

4

5

MR. BROAD: Yes.

CHAIRPERSON SHAPIRO: -- to enter into these

6 agreements?

7

8

MR. BROAD: Yes.

COMMISSIONER CHOPER: And the only issue is

9 whether you have done it or not, is that right?

10 MR. BROAD: Yes, it's very close to being done.

11 This is not turning out to be -

12

13 it?

14

COMMISSIONER CHOPER: And no one is challenging

MR. BROAD: No one is challenging it, no one is

15 arguing about it.

16 COMMISSIONER CHOPER: So that lS not our business

17 then. Your position would --

18 VICE CHAIRMAN HARRIS: I don't know, I think we

19 need to hear from the ADW providers on that.

20 CHAIRPERSON SHAPIRO: Well we are going to hear

21 from each one.

22 MR. BROAD: You're going to hear -- My prediction

23 is they're going to tell you that --

24 COMMISSIONER CHOPER: Well we have one right here.

25 MR. BROAD: -- this is moving along.
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1 COMMISSIONER CHOPER: But my understanding is, you

2 have a terminal in Oregon and you have agreed to abide by

3 this card check agreement with the relevant union and you're

4 going to sign it one of these days.

5 MR. BLACKWELL: Right, Brad Blackwell, Churchill

6 Downs Technology Initiatives Company.

7 Yes, we actually contracted a third party in

8 Portland, Oregon that takes all the wagers. So that's with

9 a third party. We don't have employees who are actually

10 doing that.

11 COMMISSIONER CHOPER: I understand.

12 MR. BLACKWELL: They are all located In Portland,

13 Oregon and that's what we communicated to the union. We

14 sent a letter to the union which we felt addressed the

15 regulation. We received comments back on that letter. We

16 accepted all comments that the union made and sent back a

17 sign copy. That has not been signed yet. I corresponded

18 with Mr. Castro last night via e-mail for awhile and, you

19 know, we're ready to sign what we feel addresses that. I

20 understand we'll participate in any further meetings on the

21 subject.

22 VICE CHAIRMAN HARRIS: Are you taking the attitude

23 that those contracted employees in Oregon are covered by the

24 card check mechanism?

25 MR. BLACKWELL: Well, I don't know that we can
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1 take that - Ire not our employees.

2 VICE CHAIRMAN HARRIS: You haven't, I think. I

3 want to clarify if you have or you haven't.

4 MR. BLACKWELL: Well I guess what the agreement

5 stated was we pretty much mirrored what is required. That

6 weIll agree to do this. And we stipulated the fact that

7 right now the current situation is that we contracted a

8 third party that handles all of these wagers for us. So we

9 basically have done our best to address what the

10 requirements are by also trying to tailor that to our exact

11 situation.

12 VICE CHAIRMAN HARRIS: I am not sure that is the

13 legislative intent.

14 MR. BLACKWELL: I guess maybe that's why we have

15 not agreed to something yet, because each of us are in a

16 little different situation. And to be honest, you know, I

17 think everyone is trying to move this along but there has

18 not been a meeting of the minds obviously yet.

19 MR. BROAD: I am not sure. I'm sure that there

20 will be more discussion of this. I don't know that the

21 union will agree that you can contract out your

22 responsibility for this. In other words, it flows to the

23 company that is doing the work. So weIll take that up and

24 we'll either resolve it or we won't. But I suspect it will

25 get resolved shortly.
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1 CHAIRPERSON SHAPIRO: Well.

2 MR. BROAD: These have not been difficult

3 discussions. There is no --

4 CHAIRPERSON SHAPIRO: Well what we want lS I think

5 really simple. A, we want to comply with the law/ B, what w

6 want is we want to see that twinspires and all of our ADW

7 companies are licensed and able to accept wagers and

8 promoting our California racing without any threat of there

9 being a problem.

say no.

Do you have a problem --

And that is why certainly as a

we'd say,

Right.MR. BROAD:

MR. BROAD:

CHAIRPERSON SHAPIRO:

If we were trying to be difficult

10 I
11 ~how of good faith that I s why we're §,9:Y:hng/h,apprQYS::,thE:;!U/ ~~--------.--'~"-'_ .. ---,.".._---,._'

12 : conditionally on having this done by the end o~.~beyear.

/
13/

/
:l/4
I
!
J

11 5

116 CHAIRPERSON SHAPIRO: Do you have a problem? Do
i
i 17 you believe that you will be able to comply by the end of

18 the year?

MR. BLACKWELL: I hope so. We're ready to comply.

CHAIRPERSON SHAPIRO: You're ready now.

21 MR. BLACKWELL: We will definitely comply with

2,2 thi s requi rement .

2~ CHAIRPERSON SHAPIRO: Okay.------_.
24 COMMISSIONER CHOPER: And your Portland, the

25 company with whom you contracted in Portland has been in
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2 MR. BLACKWELL: No; they have not been in touch

3 with the union and those employees are not unionized in

4 Oregon.

5 COMMISSIONER CHOPER: But they 1 re not unionized.

6 But the card check agreement says that if they get cards and

7 a maj ty say that they want to join the union then your

8 understanding is that the company you contracted with up

9 there is ready to recognize.

10 MR. BLACKWELL: Once we have been presented with a

11 proposal that is acceptable then, you know -- It has not

12 been finalized yet.

13 COMMISSIONER CHOPER: And this. is the process

14 we're going to have to go -- Excuse me, go ahead.

15

16

MR. BLACKWELL: Yes.

COMMISSIONER CHOPER: And this is the process

17 we're going to have to go through with every ADW provider.

MR. BLACKWELL: Correct.

COMMISSIONER CHOPER: And so long as they don't

20/ challenge the validity of the California' statute, and no one
j

t
.~

2~ is saying that it doesn't apply to these situations and
j

I
Z2 everyone is willing to go along with it; that ends our

\
t

28 obligations in respect to the matter. That is your

24 position, Mr. Broad?
\

MR. BROAD: That is correct.
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1 COMMISSIONER MORETTI: So how employees do

2 you have in California?

3 MR. BLACKWELL: In California we have I think

4 around 12 employees. Those are all pretty much management

5 and executive level positions in Mountain View.

6

7 at all.

8

9

COMMISSIONER CHOPER: They are not subject to this

MR. BLACKWELL: Exactly.

COMMISSIONER CHOPER: Just the Oregon. Your

10 exclusive betting parlor is in Oregon.

11 MR. BLACKWELL: That1s correct. That's where all

12 the wagers go.

13 VICE CHAIRMAN HARRIS: Do you have a telephone

14 service betting or is it all via Internet?

15 MR. BLACKWELL: It is Internet and phone-based.

16 And all of those wagers, whether it be through the Internet

17 or through the phone, are all processed in Oregon.

18 VICE CHAIRMAN HARRIS; But there are actual live

19 operators in Oregon?

20

21

22

MR. BLACKWELL: Correct.

CHAIRPERSON SHAPIRO: Okay.

MR. BROAD: I would like, just to save time, just

23 assume that my comments

24 CHAIRPERSON SHAPIRO: Apply to all.

25 MR. BROAD: -- apply to all four of them.
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1

2 that.

3

CHAIRPERSON SHAPIRO:

MR. BROAD: Thank you.

! and I appreciate

4

5

6

CHAIRPERSON SHAPIRO: Mr. Blackwell.

MR. BLACKWELL: Yes.

CHAIRPERSON SHAPIRO: As you have learned over the

7 last few weeks we have a CRIMS reporting requirement.

8

9

MR. BLACKWELL: That's right.

CHAIRPERSON SHAPIRO:· I'm assuming that you are

10 going to meet any and all requirements that are required.

11

12

13

14

MR. BLACKWELL: Yes.

CHAIRPERSON SHAPIRO: And you are now doing that.

MR. BLACKWELL: Yes. It is my understanding.

CHAIRPERSON SHAPIRO: There were a few bumps in

15 the road but we understand that that is now being done.

16 VICE CHAIRMAN HARRIS: I also understood from some

17 of the press things I read that Churchill Downs did not want

18 to release handle figures on a daily basis. But I think for

19 this purpose at least they need to do that. Is that going

20 to create a problem with Churchill Downs, releasing these

21 ADW figures every day?

22 MR. BLACKWELL: We'll comply with the requirements

23 here and that's! we understand! a part of the licensure

24 process.

25 VICE CHAIRMAN HARRIS: So you understand that's
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of the deal?

MR. BLACKWELL: Yes.

CHAIRPERSON SHAPIRO: Okay. Lastly, I would like

4 to recommend that on all of these ADW contracts that what we

5 do is we approve them for one year, not two years. We have

6 an experiment that has just been undertaken. I think it

7 makes sense for us to see what comes out of that experiment.

8 And that way we don't have to go into any conditions of

9 licensing that we may want to structure who we license, how

10 we license and get into that whole discussion. And for that

.11 reason would you be fine with a one year license?

12 MR. BLACKWELL: Yes, as long it applies

13

14 everybody.

15

CHAIRPERSON SHAPIRO:

MR. BLACKWELL: Yes.

It will be applied to

16 COMMISSIONER MORETTI: But thatls an eight month

17 agreement that they have, right?

18

19

20

21

CHAIRPERSON SHAPIRO: Pardon me?

COMMISSIONER MORETTI: The agreement

CHAIRPERSON SHAPIRO: I mean through 2008.

VICE CHAIRMAN HARRIS: Yes, the eight month

22 agreement is a separate issue.

23 CHAIRPERSON SHAPIRO: Right. We have the eight

24 month agreement. 1 1 m .assuming after the eight months weIll

25 all be getting together, weIll all be pulling the data
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1 together. Weill be 1 at what we've And that

2 way as we move forward to license ADW for a longer term we

3 can use that as part of the platform for which we license

4 these companies for a longer term.

5 And I do recognize that some people come up here

6 and say, they are better off from a business perspective and

7 investment perspective having a longer term. This is not

8 intended in any way to say we are not going to license

9 anybody. But it is rather for us to simply license them In

10 a format that will be most productive for California. Okay?

11 So with that I don1t have any other questions and

12 I would recommend that we approve Churchill Downs

13 operating

14 MR. BLACKWELL: Technology Initiatives Company.

15 CHP~IRPERSON SHAPIRO: Thank you, otherwise known

VICE CHAIRMAN HARRIS: Just to clarify in my mind.

--~ ~'~'~~.~.~"'

Is there

Conditionally as weCHAIRPERSON SHAPIRO:

VICE CHAIRMAN HARRIS:

Now Churchill Downs is using HRTV as their media for most of

as twinspires and their other affiliates.

discussed on the card check agreement.

22 tracks that they are taking wagers on?

23 MR. BLACKWELL: Well we own half of HRTV so yes!

24 we have obviously investment in the relationship.

25 VICE CHAIRMAN HARRIS: Is there any connection
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1 between xpressbet and res?

2 MR. BLACKWELL: No! here is no connection.

3

4 second?

CHAIRPERSON SHAPIRO: All right! it's moved~A

7 this or not?

CHAIRPERSON SHAPIRO: Pardon me?

COMMISSIONER MOSS: Is the conditional part of

Second.COMMISSIONER AMERMAN:5

6

8

9

10

11

12

of this?

COMMISSIONER MOSS: Is the conditional aspect par

CHAIRPERSON SHAPIRO: Yes it is.

COMMISSIONER MOSS: Does that give strength to

13 eit er party in negotiating this thing?

14 CHAIRPERSON SHAPIRO: It is certainly not intended

15 to. I don't think it's, I think it's just because the

16 parties have been -- this is new! they were having to work

17 it out. They have until the end of the year to do it. I

18 think we're hearing good faith from both parties. We're not

19 trying to give anybody negotiating leverage here. Right?

20 MR. CASTRO: You're speaking to me, Richard

21 Castro?

22 CHAIRPERSON SHAPIRO: Yes.

23 MR. CASTRO: You're not going to give me

24 bargaining leverage?

25 CHAIRPERSON SHAPIRO: No. (Laughter)
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1 MR. CASTRO: All right, I'll accept

10 had the benefit of listening to the prlor discussion I

9 which will be our good f ends from TVG. Since they have

3 those In favor?

ght, allCHAIRPERSON SHAPIRO: Thank you. All

CHAIRPERSON SHAPIRO: Thank you! Mr. Blackwell!

MR. BLACKWELL: Thank you.

CHAIRPERSON SHAPIRO: Next up will be number IS,

2

4 (Ayes)

8

7

5

6 thank you twinspires.

11 like to incorporate all of the discussions that we had

12 Barry Broad with respect to the card check

discussion.

14 ASSISTANT EXECUTIVE DIRECTOR SMITH: Mr. Chairman,

15 Commissioners, Bon Smith, CHRB staff.

16 Presumptively I don't need to introduce each of

17 these that you've got before you, the applications from the

18 various ADW providers.

19 CHAIRPERSON SHAPIRO: Jackie does a much better

20 job.

21 ASSlSTANT EXECUTIVE DIRECTOR SMITH: I know. I

22 also will assume that this is a one year instead of two as

23 presented.

24 CHAIRPERSON SHAPIRO: Yes, correct. Thank you.

25 Good morning Mr. Nathanson, Ms. Christian! how are
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1 you? You have just heard the discussion so the first thing

2 I am going to ask you is about your hub agreement. Do you

3 have a hub agreement in place?

4 MR. NATHANSON: Yes, we have a hub agreement in

5 place with Hollywood. Park.

6 CHAIRPERSON SHAPIRO: You have a hub agreement in

7 place with Hollywood Park. So that would satisfy that

8 condition.

9

10

MR. NATHANSON: Yes.

CHAIRPERSON SHAPIRO: Okay. And the horsemen haV:2

11 no objection to that whatsoever?

12 MR. COUTO: That 1s correct, the horsemen have -iO

13 objection to the terms.

14 VICE CHAIRMAN HARRIS: The horsemen basically have

15 to sign off on it.

16 CHAIRPERSON SHAPIRO: Right, I know, but want to

17 hear from them.

18 VICE CHAIRMAN HARRIS: It's not just an objection,

19 you basically have signed it.

20 MR. COUTO: We have not signed the agreement/ they

21 have, but that1s just got to be worked out. We just found

22 out about it the other day, that they did a separate one

23 with Hollywood --

24 CHAIRPERSON SHAPIRO: Your microphone is not on,

25 number one. Okay. Again, we don1t want to find any
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1 surprises have an with

2 Hollywood Park and then you say! yeah we're ! and then

3 it's not okay_

4 VICE CHAIRMAN HARRIS: It's bothersome that we

5 hear so often that someone has an agreement/then when we

6 get into it it's an unsigned agreement and there's a few

7 things to be worked out so there's not an agreement. I

8 think what I construe an agreement to mean/ that it's all

9 'signed and everyone is happy.

10 MR. COUTO: Under the new statute going forward

11 you do not have to have every party sign the hub agreement.

12 They have to consent to the terms, the different terms of

13 the hub agreement. We have consented to the rates and the

14 terms per the new statute going forward. They have opted to

15 execute a hub agreement solely with Hollywood Park, which

16 they are entitled to do under the new statute.

17 The other ADW companies are executing with the

18 Racing Association and with uS,that's the only difference.

19 But we do concur to the terms of the Hollywood Park

20 agreement.

21 CHAIRPERSON SHAPIRO: Could I just ask why you're

22 doing it differently.

23

24

25

MR. LIEBAU: Mr. Chairman?

CHAIRPERSON SHAPIRO: Yes, Mr. Liebau.

MR. LIEBAU: Jack Liebau from Hollywood Park.

PETERS SHORTHAND REPORTING CORPORATION
3336 BRADSHAW ROAD, SUITE 240, SACRAMENTO, CA 95827/ (916) 362-2345



-PAGE 7-163

73

1 As you all recall our meet opened almost

2 concurrently with s ADW agreement. At that point in time

3 order for Hollywood Park to be in compliance with the law

4 we had to have these agreements with TVG. We, in fact, put

5 out the agreements ourselves. We were unaware that there

6 was going to be proposed a master ten party agreement. So

7 In fact we then I think had given our agreement to TOC and

8 it incorporates all of the necessary terms.

9 And I think that TVG, I'm not positive of this, it

10 can be confirmed by Mr. Nathanson, has also sent a letter to

11 TOC setting forth all of the terms. So there is an

12 agreement in place. The reason why it's there is because we

13 had to have it in place when our meet opened. We were

14 unaware that there w~s going to be the ten party agreement.

15 CHAIRPERSON SHAPIRO: All right. But we're

16 talking about

17 MR. LIEBAU: We're in compliance with the law.

18 CHAIRPERSON SHAPIRO: I have no problem with that

19 because what we're talking about is licensing you beginning

20 in January. So that's what we're talking about.

21 MR. NATHANSON: And Drew will confer with this.

22 The new law only requires for licensure by the Board, only

23 requires us to have an agreement with the thoroughbred track

24 that runs five weeks or more, it does not require an

25 agreement with the TOC. However} we are required to have an
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1 agreement with the TOC in order to acc

2 CHAIRPERSON SHAPIRO: Correct.

3 MR. NATHANSON: Different from licensure. So

4 terms of our discussions today, we are in full compliance

5 with the new law.

6 CHAIRPERSON SHAPIRO: Okay. And in terms of the

7 card check agreement} you heard the dialogue and the

8 discussion. Do you have any objections to any of that?

9 MR. NATHANSON: No. We have a proposed letter in

10 place with the labor group and we are working with them in

11 good faith to execute that.

12

13

14

COMMISSIONER CHOPER: Where is your wagering

CHAIRPERSON SHAPIRO: All the hubs are in Oregon.

MR. NATHANSON: Our hubs are in Oregon as well.

15 We do not offer any live operator wagering, our wagering is

16 all automated ther via the phone, Internet or other

17 interactive applications.

18 COMMISSIONER CHOPER: You also contract with

19 someone there?

20

21 operators.

MR. NATHANSON: No, we don't have any live

22 COMMISSIONER CHOPER: Zero?

23 MR. NATHANSON: It's our own people.

24 COMMISSIONER CHOPER: It's your own people.

25 CHAIRPERSON SHAPIRO: Okay. So given that -- As
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1 you also heard I've suggested that we license j renew these

2 licenses for one year. I know you would prefer to have a

3 longer term. You understand why. Is that acceptable?

4 MR. NATHANSON: It is acceptable.

5 CHAIRPERSON SHAPIRO: Thank you.

6 VICE CHAIRMAN HARRIS; Which tracks will you have

7 your -- I know you have sort ofj I know exclusive is not the

8 term but kind of priority arrangements where you show some

9 tracks exclusively on the media part. Which tracks will

10 those be for next year?

11 MR. NATHANSON: For California tracks?

12 VICE CHAIRMAN HARRIS; For California.

13 MR. NATHANSON: Well we have exclusive television

14 agreements in place with Hollywood Park j Bay Meadows, Oak

15 Tree at Santa Anita as well as Los Alamitos and --

16

17

CHAIRPERSON SHAPIRO: Del Mar.

MR. NATHANSON: And Del Mar. So all those tracks

18 will receive priority placement.

19 VICE ~HAIRMAN HARRIS: And then beyond that you

20 would have video streaming on all the other tracks?

21 MR. NATHANSON: We will have video streaming on

22 all California tracks and accept wagers on all thoroughbred

23 California tracks.

24 CHAIRPERSON SHAPIRO: Including Santa Anita and

25 Golden Gate?
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1 MR. NATHANSON: Including Santa Anita and Golden

2 Gate. And we have been promot it heavily both on our

3 network, our availability of all California tracks, as well

4 as through our own marketing dollars on other platforms such

5 as the Daily Racing Form and other publications.

6 COMMISSIONER MOSS: How many states do you now

7 broadcast to?

8 MR. NATHANSON: We broadcast to all 50 states.

9 This year we have increased our distribution by over 100

10 percent to nearly 30 million homes across every major cable

11 and satellite provider and IPTV provider. We have also

12 renewed our agreement with Fox Sports Net which takes our

13 programming into additional homes. For example, Fox Sports

14 Net West and Prime Ticket in Southern California.

15 CHAIRPERSON SHAPIRO; And you accept wagers in how

16 many states?

17 MR. NATHANSON: We accept wagers today in 13

18 states, including a new state which we launched this year,

19 an agreement with Yonkers Race Course in" New York.

20 VICE CHAIRMAN HARRIS: So the factor there is

21 those are states that have basically through the legislature

22 authorized ADW.

23

24

MR. NATHANSON: Authorized TVG to conduct, yes.

VICE CHAIRMAN HARRIS: Are there are other states

25 out there that ADW is legal that you1re not in that you
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1 could expand into?

2 MR. NATHANSON: You know, I think that's up for

3 interpretation by each ADW company.

4 VICE CHAIRMAN HARRIS: 1 know there is a dispute

5 as far as the state and where the bet is made and all that.

6 CHAIRPERSON SHAPIRO: Okay, with that I would

7 entertain a motion that we approve this_

8 COMMISSIONER AMERMAN: So moved.

9

10

CHAIRPERSON SHAPIRO: Moved.

COMMISSIONER MORETTI: Second.

Second?

11

12

13

CHAIRPERSON SHAPIRO: All in favor?

(Ayes)

MS. CHRISTIAN: Mr. Chair, if I can just take a

14 moment. I want to give some kudos to your staff. This is

15 very, very hard stuff and everybody is trying to work

16 through it. And I think that -- Because I have been on that

17 side. The staff analysis is very cogent, it's well done.

18 And I hope you all give some kudos to your hardworking staff

19 because they've really been very helpful to all of us.

20 CHAIRPERSON SHAPIRO: Well thank you. I

21 appreciate hearing that and I appreciate that the staff

22 hears that. And we will thank staff. Thank you Roberto,

23 thank you Bon, thank you everybody. Wendy, thank you. And

24 everybody back at the office who I may have missed but we do

25 appreciate it. And of course Jackie.
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1 , that brings us to Youbet. What happened to

2 xpressbet, did I -- They're X, they're alphabetical.

3 Okay. Good morning Mr. Champion and Mr. Powell,

4 how are you?

5 MR. CHAMPION: Good morning.

6 MR. POWELL: Good morning. Good, thank you.

7 CHAIRPERSON SHAPIRO: Good. You've heard the

8 prior discussions so you kind of know what the questions

9 are. You want to tell us about you have a hub agreement,

10 where it is.

11 MR. CHAMPION: Chuck Champion, Chairman and chief

12 Executive Officer of Youbet.com. We do have a hub

13 agreement. We have signed it. We understand that we'll be

14 getting a new hub agreement to sign again because of the

15 changes that we have all head about today. So we have an

16 agreement and we're prepared to sign it.

17 CHAIRPERSON SHAPIRO: Okay. And in terms of the

18 card check discussion, the labor agreement discussion?

19 MR. CHAMPION: We have had conversations with the

20 union. We are supportive of the concept of making sure that

21 individuals that are engaged in the processing of wagers,

22 particularly here in California, is addressed. It is going

23 to be a matter of identifying those individuals at Youbet

24 that would be covered, appropriately covered and how they

25 would be covered. So those conversatiops will need to take
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1 place over the next number of weeks.

2 We suggest that you, however though to ensure that

3 there isn't bargaining power or leverage! make sure that it

4 is clear that what these ADW companies need to be is in

5 compliance with the statute! not simply having an agreement

6 in place.

7 CHAIRPERSON SHAPIRO: And I believe that is our

8 intent and I believe that that was acknowledged and

9 recognized by Mr. Broad.

10 MR. CHAMPION: Okay.

11 CHAIRPERSON SHAPIRO: But it is our intent to

12 comply with the statute. We are not party and shouldn't be

13 involved in contractual agreements between the parties.

14 MR. CHAMPION: Correct.

15

16 else--

17

CHAIRPERSON SHAPIRO:

COMMISSIONER MORETTI:

All right! does anybody

How many employees do you

18 now have in California?

19 MR. CHAMPION: In our Woodland Hills facility we

20 have about 78 I believe, almost 80.

21 CHAIRPERSON SHAPIRO: At one point you had I think

22 telephone jobs there. Do you now have?

23 MR. CHAMPION: We have some! we have some jobs

24 that are there that are not going to be residing there. Not

25 as a result of this but they have been moved. We were
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1 carrying some overflow out of our Woodland Hills facility.

2 We are handl the vast majority of that out of our Oregon

3 facility and that's where most everything is going to be

4 placed.

5 CHAIRPERSON SHAPIRO: Okay. Does anybody else

6 have any other questions? Otherwise I think

7 VICE CHAIRMAN HARRIS: So you also will be

8 covering essentially every track in California? It could be

9 bet through Youbet?

10 MR. CHAMPION: Yes. In fact we would like to

11 compliment Mr. Charles and his marketing team for some of

12 the ideas and suggestions that he has made in terms of how

13 he is going to improve performance at both Santa Anita and

14 at Golden Gate Fields.

15 One the things that we will offer publicly to

16 Mr. Charles is the ability to notify our customers within 50

17 miles of those racetracks that Mondays are free and an

18 opportunity for them to go there. Because we support the

19 concept that we need to get new racing fans and people to

20 the racetrack. We think that is a terrific idea and we're

21 looking forward to working more closely with our partners at

22 Magna this year to try to make Santa Anita terrific as well

23 as Golden Gate Fields.

24 CHAIRPERSON SHAPIRO: Terrific. Okay.

25 COMMISSIONER MOSS: Just a question. In the past
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1 you were not able to promote California raclng because of

2 inhibiting fees and all that. Is this now a different

3 situation?

-4 MR. CHAMPION: It is. You know, thanks to the

5 hard work of Mr. Nathanson, Mr. Liebau, along with the Toe

6 and repres~ntatives of TrackNet, which are some of our

7 competitors, the new agreements that have been crafted and

8 the new models that are being used afford Youbet a more

9 sizable profit here in California and therefore can be

10 reinvested into the state and growing the business. It1s

11 still not nearly what we'll make in other states but it1s

12 gbne from nothing to something_

13 And California is a critically important market,

14 not only to horse racing but to Youbet. Twenty-five percent

15 or so of the handle is California handle. And we're

16 delighted at the changes and we're really looking forward to

17 how this experiment unfolds to make sure that it works for

18 all parties in the agreement. So we're going to throw our

19 shoulder into that to truly make it work.

20 And that's, again, already begun. We're showing

21 very nice increases year over year on Hollywood Park, even

22 with the additional competition in the marketplace. We are

23 watching over all trends, however though, because of the

24 absence of having tracks like Fairgrounds and Churchill. It

25 affects our business so that even though those tracks are
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1 not formal exc ive that's in essence what's happening

2 right now. They're exclus to the TrackNet partnership

3 and absent on TVG and Youbet and that affects our overall

4 performance in the state and in the country. So we're going

5 to have to keep an on that as we move forward.

6 COMMISSIONER MOSS: Mr. Champion, how many states

7 do you accept wagers in now?

8 MR. CHAMPION: We accept wagers in 36

9 jurisdictions. We recently stopped taking wagers in

10 Washington DC, the District of Columbia, as a result of

11 requests by the Oregon Racing Commission.

12 We have ceased taking wagers in Arizona as a

13 result of a new passage of law that we believe is

14 unconstitutional and are looking at, quite candidly,

15 challenging that law because of the nature of it. It's a

16 closure law, it's exclusion, it seems to violate the concept

17 of supremacy and the interstate horse racing acts and we're

18 looking at that very seriously as we speak.

19 MR. POWELL: I might add that the changes in both

20 of those jurisdictions apply to all ADWs.

21

22 speaking.

23

CHAIRPERSON SHAPIRO: And that's Lonny Powell

MR. POWELL: Yes, Lonny Powell, Youbet.com.

24 Sorry, Mr. Chair.

25 CHAIRPERSON SHAPIRO: That's okay.
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1 MR. CHAMPION: painful for him as well!

2 coming from Arizona.

3 CHAIRPERSON SHAPIRO: All right! I will entertain

4 a motion to license Youbet for one year through 2008,

5 conditionally as we've discussed with the other applicants

6 or licensees. Is there a motion?

7

8

9

10

11

12

13

14

15 plane.

16

VICE CHAIRMAN HARRIS: So moved.

CHAIRPERSON SHAPIRO: Second.

COMMISSIONER MORETTI: Second.

CHAIRPERSON SHAPIRO: All approved?

(Ayes)

CHAIRPERSON SHAPIRO: Thank you very much.

MR. CHAMPION: Thank you very much.

CHAIRPERSON SHAPIRO: And good luck catching your

COMMISSIONER MORETTI: Could I ask! Mr. Chair,

17 that at our next meeting that we get a report back on what

18 happened with these negotiations that we are conditioning

19 all of this on.

20 CHAIRPERSON SHAPIRO: Our next meeting is going to

21 be December 14. So I don't know that we'll be able to get

22 it done for the 14th but perhaps for the January one.

23 VICE CHAIRMAN HARRIS: Sometime I would like to

24 also have the Board get a recap of the way the total ADW

25 works as far as where all the money goes for the different
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1 of bets. It gets licated and I don't think

2 any of us understand it as well as we need to.

3 COMMISSIONER MORETTI: You should read the 75

4 notebooks you got~

5 VICE CHAIRMAN HARRIS: Yes, I got a big box of

6 stuff. But we need to just show different examples of bets.

7 If a bet is made at Golden Gate on Santa Anita or if

8 somebody is home in Fresno on Santa Anita. How it all

9 works.

10 COMMISSIONER AMERMAN: I think that's a great

11 suggestion.

12 CHAIRPERSON SHAPIRO: Okay. All ght, moving

13 right along. We're going to do Xpressbet. And we're making

14 good progress so hopefully Melissa and Laura are watching

15 and they'll get an earlier plane maybe. Maybe they'll get

16 that 4:15 airplane.

17 Okay, Item number 17, which is discussion and

18 action to conduct advance deposit wagering by Xpressbet.

19 Again we're talking about for one year. Good morning.

20 MR. SCOGGINS: Good morning! Mr. Chair. My name

21 is Gregg Scoggins, I'm with Xpressbet and Magna

22 Entertainment. With me is Gene Chabrier with Xpressbet

23 also. It's a pleasure to be here.

24 CHAIRPERSON SHAPIRO: Nice to have you here.

25 MR. SCOGGINS: Thank you.
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1 CHAIRPERSON SHAPIRO: You've heard the or

2 discussions so let's hear about your hub agreement. Do you

3 have a hub agreement?

4 MR. SCOGGINS: As I understand it there is a hub

5 agreement in place that 1 of the parties have agreed to,

6 welre just awaiting signatures. It's the ten party

7 agreement that has been referred to earlier this morning.

8 CHAIRPERSON SHAPIRO: Okay! so as a condition of

9 your license you will have a hub agreement similar to the

10 other ADW companies.

11

12

MR. SCOGGINS: Yes sir.

CHAIRPERSON SHAPIRO: Okay. And on the agreement

13 with labor! you have also heard that discussion.

14 MR. SCOGGINS: Yes. To provide some factual

15 context. Xpressbet does have live tellers who take wagers

16 on behalf of customers. Those llers are employees of

17 Xpressbet. They are located in Oregon at our Oregon hub.

18 We do not have any employees in the state of California at

19 this time.

20 The extent to which we utilize kiosks or

21 facilit at Santa Anita, Bay Meadows and Golden Gate are

22 pursuant to agreements that we have with those tracks where

23 SEIU union members who are employees of those tracks provide

24 those services on Xpressbet's behalf and Xpressbet

25 reimburses the track for those employees' times.
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1 As far as the with the SEID. We had

2 submitted an agreement for their consideration, had received

3 comments back from their lawyer with which we agreed. It is

4 my understanding and expectation that we should not have too

5 much difficulty in finalizing the terms of that agreement

6 such that it would be in place before January 1.

7 CHAIRPERSON SHAPIRO: Okay. We want to make sure

8 there is no difficulty and that it will be in place. And

9 I'm hoping there isn't too much also - And again, we're not

10 trying to create any negotiating leverage for either side or

11 any party but it is a condition of your license that it be

12 in place~ Okay?

13

14

MR. SCOGGINS~ Yes sir.

CHAIRPERSON SHAPIRO: All right. Does anybody

15 have any questions?

16 I'm assuming you -~ How many states do you accept

17 wa.gers in?

18

19

MR. SCOGGINS: Thirty-four.

CHAIRPERSON SHAPIRO: Thirty four, okay. And

20 obviously you use HRTV.

21

22

MR. SCOGGINS: Yes sir.

CHAIRPERSON SHAPIRO: Because you are part of

23 TrackNet, is that correct?

24

25

MR. SCOGGINS: That's correct.

CHAIRPERSON SHAPIRO: Okay, TrackNet Media. All
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1 right.

2 COMMISSIONER AMERMAN: What are the two states

3 that you don't accept wagers in that are done by --

4

5

6

7

8

CHAIRPERSON SHAPIRO: Youbet.

COMMISSIONER AMERMAN: Youbet.

MR. SCOGGINS: I'll defer to Mr. Chabrier.

MR. CHABRIER: I can tell you in a second.

COMMISSIONER AMERMAN:: I didn't realize it was a

9 tough question.

10

11

12

13

14 other.

15

16

17

CHAIRPERSON SHAPIRO: Do you know?

MR. POWELL: Texas is one~

MR. CHABRIER: Yes.

MR. SCOGGINS; And Michigan I suspect lS the

CHAIRPERSON SHAPIRO: There we go.

COMMISSIONER AMERMAN: Thank you.

CHAIRPERSON SHAPIRO: Okay, I will entertain a

18 motion to approve our f ends at Xpressbet.

19

20

21

22

23

24

25

COMMISSIONER AMERMAN: So moved.

CHAIRPERSON SHAPIRO: Second?

COMMISSIONER MORETTI: Second.

CHAIRPERSON SHAPIRO: All in favor?

(Ayes)

MR. SCOGGINS: Thank you.

CHAIRPERSON SHAPIRO: Thank you. Okay, do we need
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From: MIKE MARTEl\]

Sent: Monday, November 2007 1.51 PM

To:

Subject: CHRB NEVI1S

EXPERll\1ENT OPENS UP ADW WAGERING IN CALIFORNIA

SACRAMENTO, CA - CHRB Chainnan Richard B. Shapiro announced an eight-lnonth
experiment beginning Wednesday that opens up thoroughbred racing to all Advance Deposit
\Vagering providers in California.

"I an1 pleased that the stakeholders within the California racing indus'try have reached an accord
that will pennit non-exclusive ADW wagering," Chairman Shapiro said Monday. "During this eight
Inonth experilnent, fans wagering on California racing will be able to use the licensed platfon11 of their
choosing. Television ~Till continue to be exclusively provided by either TVG or HRTV, depending on
agreenlents with tracks and horsem.en.

"I want to personally thank each of the parties for allowing this ADW experiluent to becon1e a
reality. I know it was not easy. I appreciate that each a~1d every party gave up something to luake this
happen. I am pleased that. our all-to-often bifurcated industry caIne together to try sOlnething new,
vvhich Inay prove of benefit to all parties and lnost importantly to our fans."

Chainnan Shapiro, joined by other racing commissioners, had been urging the indus~ry

stakeholders to "grow our business and use every possible vehicle and means to do that," including the
end of ADW exclusivity.

J~;'ilowing intense negotiations in recent weeks involving the Thoroughbred O,vners of
California (1'0C), t1(0Yl1y.NYi0JzHih:,;P ark ,;:]~;,9l~&;.?l>4~.g:qQ~Ws, G:'Ol'tH~:nt;t@ate~rfFie1ds , S2iI1t~1'('~nita::'I~q;tk,
XpressBet, 'TwinSpires, and YouBet, the paliies reached an agreement that begins Wednesday with
the opening of the Hollywood Park and Golden Gate fall Ineets and runs through July 13, 2008,
closing day of the Hollywood Park spring-summer Ineet.

i}P(]ci"\~I)reisitl.'ent Drew Couto described the experilnent as "the next step in the evolution of
California AD\\!. We've been asking for non-exclusivity for years. We believe this arrangeTIlent will
benefit the entire industry. It luakes slight adjustments to the hub fees and provides for payment of
broadcast fees to the television broadcast partners. We believe this is going to be a great starting place
for needed change."

Jack Liebau, president of Hollywood Park and Bay Meadows, said everyone recognized the
inconvenience to the wagering public of having separate accounts for wagering on all California
tracks.

<'Wednesday will be a new dawn for ADW wagering in California," said Liebau. "Wagering
vvill be made available to all ADW operators in California. For exalnple, when w.e open Hollywood
Park, custon1ers will be able to wager on our races through XpressBet accounts~ and when Golden
Gate opens, customers \lvi11 be able to bet on those races with TVG accounts.
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STAFF ANALYSIS
DISCUSSION CONCERNING PROGRESS AND PLANNING FOR

THOROUGHBRED RACING ALTERNATIVES IN NORTHERN AND SOUTHERN
CALIFORNIA,

INCLUDING OPTIONS; COMBINED RACE MEETINGS, FINANCING
ARRANGEMENTS FOR TRACK IMPROVEMENTS AND TIME SCHEDULE FOR
PROPOSED IMPROVEMENTS, DEVELOPMENT OF PLANS FOR RACE DATES,

STABLING AND RELATED ISSUES.

Regular Board Meeting
June 27,2008

BACKGROUND

Business and Professions Code section 19440(a) states the Board shall have all powers
necessary and proper to enable it to carry out fully and effectually the purposes of this
chapter. Responsibilities of the Board shall include allocation of racing dates to
qualified associations in accordance with the law.

Board Rule 1430, Allocation of Racing Weeks and Dates, states the Board shall allocate
racing weeks and dates for the conduct of horse racing in this State for such time
periods and at such racing facilities as the Board determines will best subserve the
purposes of the Horse Racing Law and which will be in the best interests of the people
of California in accord with the intent of the Horse Racing Law.

ANALYSIS

In anticipation of the discussion concerning the progress and planning for thoroughbred
racing alternatives in Northern and Southern California, the racing industry was asked
to submit reports addressing the status of plans and progress for thoroughbred racing in
northern and southern California for 2009 and beyond.

The attached Southern California Thoroughbred Industry Progress Report was
submitted on behalf of the southern California stakeholders. As submitted, the
Southern California white paper does not represent that each stakeholder agrees totally
with statements made, however, the report confidently represents the feelings of the
stakeholders that have been involved in the process.

The Southern California stakeholders include The Thoroughbred Owners of California
(TOC) , California Thoroughbred Trainers (CTT) , California Thoroughbred Breeders
Association (CTBA), Del Mar, Magna Entertainment Corporation (MEC), Hollywood
Park, Oak Tree and the Los Angeles County Fair Association



[ PAGE 8-2

Northern California stakeholders submitted the attached set of draft calendars for 2009
2011, which reflect the current status of discussion amongst the principals on this
subject. As submitted, its is emphasized that this a "draft" in progress, and that the
parties continue to meet regularly, as has been the case over the last several months, to
develop calendars that will offer a solid racing schedule for Northern California's
foreseeable future.

The Northern California stakeholders include: Golden Gate Fields and the member fairs
of the California Authority of Racing Fairs.

In addition, to assist in the discussion, the following items are also attached:

Business and Professions Code Section 19530-19540
2008 Racing Calendars
2008 Race Dates Bar Chart
2009 Calendar

RECOMMENDATION

Staff recommends that the Board hear from the industry stakeholders
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Wagner, Jacqueline

From: Clifford Goodrich

Sent: Thursday, June 12, 2008 10:39 AM

To: Wagner, Jacqueline

Subject: SoCal Progress Report

Jackie -

I have attached a white paper that should provide the board with a broad background of the progress
to date relating to long-term training and stabling.

While I cannot represent that each stakeholder agrees totally with statements made, I am confident
that the report generally represents the feelings of the stakeholders that have been involved in the
process.

If you have any questions, please call me at (805) 341-7575.

Sincerely,

Cliff Goodrich
Consultant for Fairplex
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SOUTHERN CALIFORNIA THOROUGHBRED INDUSTRY
PROGRESS REPORT

The present stakeholders (TOC, CTT, CTBA, Del Mar, MEC, Hollywood Park, Oak Tree and
the Los Angeles County Fair Association) have been actively pursuing various alternatives for
long-term racing and training for over two years. While no final agreements have been reached,
it is important that the board be made aware of discussions and progress detailed below.

Hollywood Park Transition

All of the items discussed below are made more difficult to logistically initiate given the
uncertainty of Hollywood Park's racing future. However, Hollywood Park's commitment to race
at least through its 2009 spring-summer meeting has given the industry some additional time to
formulate its long-tetm plans. It is essential that all current stakeholders are supportive of every
aspect of long-term planning or else progress will be severely inhibited.

Training Facilities

The southern California Thoroughbred racing industry is resolved on the importance and need
for a centrally located, quality, permanent year-round training center, serving southern
California. Additionally, the training center would operate cooperatively with San Luis Rey
Downs in conjunction with the other race track conducting a race meet at the time. Fairplex has
been identified as the most logical site for a year-round training center. This selection is
contingent upon both financing and business arrangements being put in place to secure Fairplex
for a period of up to thirty years. Part and parcel with this selection is the anticipated expansion
to a near-one mile synthetic racing surface, a seven-eighths mile inner turf course and a five
furlong dirt training track. Also, additional new stalls would expand the present capacity from
just over 1,300 stalls to a projected 2,200. More stall space could be made available with
changes in project scope and cost.

In addition to Fairplex, should thoroughbred racing be conducted at Los Alamitos, Los Alamitos
is anticipated to add approximately 700 stalls to be dedicated to year-round thoroughbred
training at its facility.

Finally, it appears that there may be a need to utilize the Del Mar Fairgrounds on an emergency
basis, while the Fairplex expansion is under construction. An exact period of time, along with
the necessary business arrangements are currently under discussion. According to Tim Fennel,
CEO of the 22nd District Agricultural Association, the Del Mar Fairgrounds is dedicated to
Thoroughbred racing and would be available as an emergency training center during the fall and
winter months of the year (September through March). There will be an industry meeting on
June 23 rd at Del Mar to explore and give further definition to this arrangement.

Should Hollywood Park cease racing, all of the above alternatives would lead to permanent total
stall capacities ranging from approximately 4,700 to 5,400 approved thoroughbreds -- very
similar to current levels. While all facilities may not be utilized simultaneously, such levels have
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been determined to be more than sufficient to acconlmodate the needs of Thoroughbred tracks in
southern California.

Finally, it has been agreed to that the expansion of Fairplex needs to move forward, regardless of
whether Hollywood Park remains in racing or not. Should Fairplex be expanded and Hollywood
Park relnain in racing, the prospect then exists to provide periods of time during which race
tracks would no longer be needed to conduct off-site stabling and training. Allowing such
facilities a "rest" would allow those entities to properly enhance, improve and provide needed
maintenance to their backstretch facilities while the horses were elsewhere. In addition, this
alternative allows for cost efficiencies with regard to the off-site stabling and vanning fund, a
fund where the statutory source and consequently amount derived for funding is shrinking.

Racing FacilitieslMeets

Should Hollywood Park cease racing, in addition to the Santa Anita, Oak Tree, Del Mar and Los
Angeles County Fair meets, potential additional racing dates could be conducted at Fairplex, Los
Alamitos and/or the 22nd District Agricultural Association at Del Mar. Each of these
associations has expressed interest in conducting Thoroughbred race meetings. Stakeholders
continue to be involved in discussions that will hopefully lead to a date's schedule that is in the
best interests of the Thoroughbred industry in southenl California.

Fina.ncing

At this point in time efforts are underway to secure tax exempt financing through a lPA for the
Fairplex expansion. The estimated cost for such an expansion, described earlier in this document
is $75 million. The stakeholders have been challenged, but are making progress, on identifying
various sources for the funding necessary to service the approximate $5 million in annual debt
service.

To date, the industry has spent $600,000 in soft costs on scope, budget and related engineering.
The scope and project design has been reviewed and accepted by the southern California racing
industry. The industry is working on a $3 million funding package to complete the soft cost
(pre-construction) portion of the project. The Fairplex expansion requires approximately 14
months, of which the first five are dedicated to planning and the ensuing nine months to
construction.

Legislation

Virtually all of the "pieces" outlined above are critical to moving forward and will require new
or modified legislation. It is imperative that this legislation be introduced, passed by the
legislature and signed into law by the Governor by the end of the current legislative session. The
industry is currently working on cooperative legislation that would provide funding to support
the training centers at both Fairplex and Pleasanton.
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Northern California Stakeholders Draft 2009-2011
Calendars
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Wagner, Jacqueline

From: Christopher Korby

Sent: Friday, June 13, 2008 1:42 PM

To: Wagner, Jacqueline; Richard B. Shapiro

Cc: Joe Barkett; Rick Pickering; Robert Hartman; Ron Charles-S. Anita; Drew Couto; Tom Bachman

Subject: DRAFT Northern California Calendars for 2009, 2010 and 2011

Jackie,

Please find attached a set of DRAFT calendars 2009-2011 for Northern California race dates, reflecting
the current state of discussions amongst the principals on this subject. I want to emphasize that this is
a DRAFT-in-progress and that the parties continue to meet regularly, as they have over the last few
months, to hammer out calendars that will offer a solid racing schedule in Northern California for the
foreseeable future.

The closing of Bay Meadows will bring significant changes to racing in Northern California. In our
planning, we are intentionally showing dates as blocks so as to allow us the flexibility for adjustments as
circumstances might dictate over the next few years. These calendars are a framework that reflect the
direction of our planning and demonstrate our confidence that we will continue to offer a strong, year
round racing program in Northern California.

Per conversation yesterday, we are sending these for inclusion in the Board packet.

Best regards,
--Chris

Christopher Korby
Executive Director
California Authority of Racing Fairs
916-263-3348
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BUSINESS AND PROFESSIONS CODE
ARTICLE 6 RACING DAYS AND WEEKS AND

ARTICLE 6.5 FAIRS AND EXPOSITIONS

19530. The board shall have the authority to allocate racing week to an applicant
or applicants pursuant to the provisions of this article and Article 6.5 (commencing with Section
19540) and to specify such racing days, dates, and hours for horse racing meetings as will be in
the public interest, and will subserve the purposes of this chapter. The decision of the board as to
such racing days, dates, and hours shall be subject to change, limitation or restriction only by the
board. No municipality or county shall adopt or enforce any ordinance or regulation which has
or may have the effect of directly or indirectly regulating, limiting or restricting
the racing days and dates of horse racing meetings.

19530..5. For the purposes of this article there shall be three geographical zones which shall be
designated
(a) the "southern zone," which shall consist of the Counties of Imperial, Orange, Riverside, and
San Diego;
(b) the "central zone," which shall consist of the Counties of Kern, Los Angeles, San Bernardino,
San Luis Obispo, Santa Barbara, and Ventura; and
(c) the "northern z<?ne," which shall consist of the remaining counties in the state.

19531 The board shall make allocations of racing weeks, including simultaneous racing between
zones, as it deems appropriate. The maximum number of racing weeks that may be allocated for
horse racing other than at fairs, shall be as follows:
(a) - For thoroughbred racing: 44 weeks per year in the northern zone; 42 weeks per year in the
central zone; and seven weeks per year in the southern zone.
(b) For harness racing: 25 weeks per year in the northern zone.
(c) For quarter horse racing: 25 weeks per year in the northern zone.
(d) For harness racing and quarter horse racing: a total of 77 weeks per year in the combined
central and southern zones.
(e) In its written application for a license, an applicant shall state the time of day, consistent with
this chapter, during which it will conduct its racing meeting, and particularly the first race
starting time for the various racing days. After receiving a license, a licensee shall not change
the first race starting time without securing prior approval of the board.
(f) Notwithstanding this section or any other provision in this chapter, the board shall not allocate
dates to a thoroughbred association in the central zone for the purpose of conducting racing .
during daytime hours if a thoroughbred racing association is conducting racing in the southern
zone on the same date during daytime hours.

19531..1. Notwithstanding any other provision of law, the board shall not allocate racing dates to
a private thoroughbred racing association in the central or southern zone for the purpose of
conducting thoroughbred racing during daytime or nighttime hours if a fair racing association is
conducting racing in the central zone on the same dates and if that fair is obligated to make
payments on a capital expense loan incurred for the purpose of improving its facilities for horse
raCIng.
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19532. (a) Any association licensed to conduct thoroughbred racing in the northern zone may
receive no more than 22 weeks of that racing.
(b) Any association licensed to conduct thoroughbred racing in the central zone may receive no
more than 17 weeks of that racing, except that any association which conducts a split meeting
may receive up to 20 weeks of that racing. No more than one such split Ineeting may be licensed
In anyone year.
(c) This section and Section 19531 shall not operate to deprive any association of any weeks of
racing granted during 1980.
(d) This section and Section 19531 shall not operate to deprive the California State Fair and
Exposition of any weeks of racing granted during the previous calendar year, and the board may
continue to allocate those weeks of racing to the California Exposition and State Fair or any
lessee thereof.
(e) Nothing in subdivision(d) is a limitation on the board allocating racing weeks to any private
racing association as a lessee of the California Exposition and State Fair racetrack facility
pursuant to Sections 19531 and 19532.

19533. (a) Any license granted to an association other than a fair shall be only for one type of
racing, thoroughbred, harness, or quarter horse racing as the case may be, except that the board
may authorize the entering of thoroughbred and Appaloosa horses in quarter horse races at a
distance not exceeding five furlongs at quarter horse meetings, mixed breed meetings, and fair
meetings. If the board .authorizes the entering of thoroughbred or Appaloosa horses in quarter
horse races, the following conditions shall be met:
(l) Any race written for participation by quarter horses, Appaloosas, and thoroughbreds shall be
written as quarterhorse preferred.
(2) The number of races written as quarter horse preferred at a distance exceeding 870 yards
shall not exceed more than three races per program without the consent of the quarter horse
horsemen's organization contracting with the association.
(3) More than one-half of the races on any program shall be for quarter horses at a distance not to
exceed 550 yards, unless the consent of the quarter horse horsemen's organization is received.
(4) Mixed races with Appaloosa and quarter horses may only be written with the consent of the
quarter horse horsemen's organization contracting with the association.
(5) Thoroughbreds shall constitute less than half the number of horses in these races although an
exception may be granted on a race-to-race basis with the consent of the quarter horse
horsemen's organization contracting with the association.
(b) The. association that conducts the meeting shall pay to a thoroughbred trainers' organization
an amount for a pension plan for backstretch personnel to be administered by that trainers'
organization equivalent to 1 percent of the amount available to thoroughbred horses for purses.
The remainder of the portion shall be distributed as purses. Any redistributable money paid to the
board pursuant to Section 19641, which is paid to a welfare fund established by a horsemen's
organization from races with both thoroughbred and quarter horses, shall be divided pro rata
between the two welfare funds based on the number of thoroughbreds and
quarter horses in the race.
(c) (1) Notwithstanding any other provision of law, any association licensed to conduct quarter
horse racing may apply to the board for, and the board shall grant, authority to conduct
thoroughbred racing as part of its racing program if all of the following conditions are met:
(A) The thoroughbred races are for a claiming price of not more than five thousand dollars
($5,000), and at a distance of four and one-half furlongs or less. The races may not be stakes,
allowance races, or maiden allowance races.
(B) More than one-half of the races on any program shall be for quarter horses at a distance not
to exceed 550 yards, unless the consent of the quarter horse horsemen's organization is received.
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(C) The consent of the quarter horse horsemen's organization contracting with the association IS

obtained with respect to the inclusion of thoroughbred racing.
(2) The qumier horse racing association conducting thoroughbred racing pursuant to this
subdivision shall pay to a quarter horse horsemen's organization the amount specified in
subdivision (e) of Section 19613, and an amount for a pension plan for backstretch personnel to
be administered by a thoroughbred trainers' organization equivalent to 1 percent of the amount
available to thoroughbred horses for purses. The remainder of the portion shall be distributed as
purses. The quarter horse racing association shall also deduct the appropriate amount to comply
with subdivision (a) of Section 19617.2 for distribution to the thoroughbred official registering
agency.

19533.5. (a) Notwithstanding Section 19533, the board may authorize the following mixed
breed racing:
(1) An association licensed to conduct a quarter horse meeting to include Appaloosa races and
Arabian races with the consent of the quarter horse horsemen's organization contracting with the
association with respect to the conduct of the racing meeting.
(2) A race between a quarter horse and a thoroughbred horse at a thoroughbred meeting with the
consent of the thoroughbred horsemen's organization contracting with the association with
respect to the conduct of the racing meeting. .
(b) Notwithstanding Section 19533, an association licensed to conduct quarter horse racing or a
fair may conduct races that include paint horses racing with quarter horses or Appaloosa horses
in the same race. When paint horses race with quarter horses, the consent of the organization
that represents quarter horse horsemen and horsewomen shall first be obtained. A quarter horse
association may write a race for paint horses only to replace an Appaloosa or Arabian
race .without increasing the average number of races run per race day with the consent of the
organization representing the quarter horse men and women.
(c) A quarter horse race with seven or more entries shall not be replaced by a race that includes
paint horses, without the consent of the organization that represents quarter horse horsemen and
horsewomen.

. (d) Notwithstanding any other provision of law, any quarter horse racing association or fair
conducting barrel racing, paint horse racing, show jump racing, or steeplechase racing shall pay
to the quarter horsemen's organization the amount specified in Section 19613 for purposes of
representing the horsemen and horsewomen conducting these races.

19533.6. Notwithstanding Section 19533, the board may authorize any racing association
licensed to conduct a live quarter horse racing meeting to also conduct mule racing at that racing
meeting, subject to the following conditions:
(a) Mule races may only be conducted when a fair is not licensed to conduct live races with
parimutuel wagering.
(b) The consent of the quarter horse horsemen's organization contracting with the association
shall be obtained with respect to the inclusion of mule racing.
(c) The majority of the races conducted on any given racing day shall be quarter horse races.
(cl) A quarter horse association may conduct mule races provided that the total number of
Arabian and mule races run in a year do not exceed the total number of Arabian races run in the
state in 2001.
(e) An Arabian race with seven or more entries shall not be replaced by mule race, without the
consent of the organization that represents Arabian horsemen and horsewomen.



PAGE 8-14

19549. Except as provided in Section 19549.1, the maxinlum number of racing days that may be
allocated to a fair shall be 14 days each year. Those racing days shall be days during the period
in which general fair activities are conducted. However, any fair racing association that
conducted racing in the central or southern zone prior to January 1, 1980, shall be entitled to be
allocated up to three weeks of racing. The board shall take public testimony and make all
determinations on the allocation of racing dates during a public hearing. All discussions of
allocating racing dates by the board or its subcommittees shall be conducted during a public
hearing. Nothing in this section diminishes the authority of the board to establish racing dates.

19549,,1. Notwithstanding Sections 19533 and 19549 or any other provision of this chapter, the
board may allocate horse racing days for mixed breed meetings and combined fair horse racing
meetings pursuant to Section 4058 of the Food and Agricultural Code, except as
follows:
(a) Dates may only be allocated for a combined fair horse racing meeting between July 1 and
October 31, and the total combined number of dates shall not exceed the total combined dates of
the combined fair racing associations in 1995.
(b) Days may not be allocated for a mixed· breed meeting or a combined fair horse racing
meeting during the month of June at the California Exposition and State Fair if a standardbred
meeting is being conducted at that facility during the month of June. The mixed breed meetings
shall be conducted by a person other than the fair and shall be subject to Section 19550. The
mixed breed meetings shall encourage the racing of emerging breeds ofhorses.

19549,,2. From the weeks available for harness and quarter horse racing pursuant to subdivision
(d) of Section 19531, the board may allocate a maximum of 12 weeks of harness racing to the
22nd District Agricultural Association to be conducted on the 22nd District Agricultural
Association grounds. The racing shall be conducted by a person other than the 22nd District
Agricultural Association.

19549..3. Notwithstanding Section 19549 or any other provision of this chapter, the board may
annually allocate a maximum of 28 racing days to any county fair in the northern zone which did
not conduct horseracing prior to January 1, 1985.

19549,,4. Notwithstanding Section 19414.5, the board may allocate racing weeks consisting of
fewer than five days to an association conducting harness or quarter horse racing meetings if the
association and the organization representing the horsemen participating in the meeting agree to
the allocation.

19549..6. Notwithstanding subdivision (b) of Section 19531 and Sections 19540, 19546, and
19549, the board may allocate additional weeks of harness racing to the California Exposition
and State Fair in Sacramento or its lessee, to be raced at the California Exposition and State Fair
in Sacramento.

19549,,7. Notwithstanding subdivision (c) of Section 19531 and Section 19549, the board may
allocate additional weeks of quarter horse racing to a lessee of the California Exposition and
State Fair in Sacramento to be raced at the California Exposition and State Fair in Sacramento.

19549..9. Notwithstanding subdivision (d) of Section 19531 and Section 19549, the board may
allocate up to 10 additional weeks of harness racing to the Los Angeles County Fair, or its lessee,
to be raced at the fairgrounds in Pomona.
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19549.12. Notwithstanding Sections 19482 and 19549, any weeks of harness racing U1 yuuner

horse racing allocated by the board to be raced at the facilities of a county fair which conducts its
racing meeting pursuant to Section 19549.3 may be conducted by the fair. License fees for racing
at the facilities of the county fair other than for the racing days allocated pursuant to Section
19549.3 are exempt from Section 19614.5.

19549.13. (a) Fairs that conduct racing meetings in the northern zone may, and horsemen's
organizations that represent horsemen who participate at fair racing meetings in the northern
zone shall, jointly develop a program to provide for stabling and training facilities. This program
shall be based on the anticipated inventory of horses and the number of available stalls and
locations.
(b) Participating fairs and horsemen's organizations shall annually ratifY an agreement which
includes provisions governing the operation of the stabling and training facilities. The agreement
shall also specifY the conditions under which a participating fair may terminate its participation
in the program.
(c) Individual horsemen who elect to participate in the program shall be required to sign standard
agreements with the participating fair governing the operation of the program. The agreements
shall contain provisions that govern the operation of the program, including, but not be limited
to, insurance coverage and payment of a security deposit.
(d) All agreements provided for in this section shall be approved by the board.
(e) Each fair that conducts racing meetings in the northern zone may elect whether to participate
in the stabling and training program.

19549.14. (a) Notwithstanding, Section 19489 or any other provision of this chapter, the board
may permit the San Mateo County Fair to conduct live racing meetings at another site within or
outside San Mateo County if its present site, Bay Meadows, closes.
(b) Live horse racing meetings conducted by the San Mateo County Fair, whether they are
conducted within or outside of San Mateo County, shall be subject to the same provisions as are
presently app1i~able to the San Mateo County Fair's conduct of live horse racing meetings at
Bay Meadows.
(c) If the· racing association licensed in the year 2002 to conduct thoroughbred race meetings in
San Mateo County is not licensed to conduct a horse racing meeting in that county in any
subsequent year, the San Mateo County Fair may, subject to the approval of the board, conduct
its racing dates at a facility operated by a thoroughbred racing association or fair licensed to
conduct a meeting in the northern zone.

19549.15. (a) Notwithstanding Section 19489 or any other provision of this chapter, the board
may permit the Solano County Fair to conduct live racing meetings at another site within or
outside Solano County, if the site of its 2002 racing meeting is no longer available for horse
racing in any subsequent year. Further, subject to the approval of the board, the Solano County
Fair may conduct its racing dates at a facility operated by a thoroughbred racing association or
fair licensed to conduct a racing meeting in the northern zone.
(b) Any racing meeting licensed to the fair pursuant to subdivision (a) may be operated by the
fair or the fair may contract for the operation and management of the racing meeting with an
individual thoroughbred racing association or fair, or a partnership, joint venture, or other
affiliation of one or more thoroughbred racing associations or fairs.
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19535. (a) Notwithstanding any other provision of law, at the time the board allocates racing
weeks, it shall determine the number of useable stalls that each association or fair shall make
available and maintain in order to conduct the racing meeting. The minimum number
of stalls may be at the site of the racing meeting or at board-approved offsite locations.
(b) With respect to racing meetings conducted in the northern zone, the association or fair
conducting the meeting shall provide all stabling required by the board pursuant to subdivision
(a) without cost to participating horsemen. Offsite stabling shall be at a board approved facility
or facilities selected by the association or fair, with the agreement of the organization
representing horsemen participating at the meeting. If there is a disagreement between the
association or fair and the organization representing the majority of horsemen participating at the
meeting with respect to the selection of offsite stabling facilities, the board, at the request
of the association or fair or the organization representing the Inajority of horsemen participating
at the meeting, shall promptly determine the board-approved facility or facilities at which offsite
stabling shall be made available. The organization representing horsemen participating at the
meeting and the association or fair shall mutually agree on the criteria and selection of horses
that may use stalls required pursuant to this section. With respect to northern zone thoroughbred
meetings only, the association shall also provide, at the option of the horse owner, vanning of
participating racehorses from any board-approved offsite stabling facility in the northern zone.
Fairs may provide, subject to the availability of funds pursuant to Sections 19607, 19607.1,
19607.2, and 19607.3, at the option of the horse owner, vanning of participating racehorses
from any board-approved offsite stabling facility.
(c) With respect to racing meetings conducted in the central or southern zones, all costs
associated with the maintenance of the useable stalls for the racing meeting shall be borne by the
association or fair conducting the meeting, and, with respect to useable stalls at an offsite
location, the association or fair may be required, by order of the board, to bear the costs of
vanning from the offsite location to the racing meeting. However, with respect to any racing
association in the central or southern zone that conducted a racing meeting in 1986, if the
number of useable stalls made available onsite by a racing association during a racing meeting
is less than 95 percent of the number of useable stalls made available onsite by that racing
association during its 1986 racing meeting, the racing association shall reimburse the facility
providing offsite stabling for the difference in cost between the actual number of useable stalls
made available and 95 percent of the useable stalls made available in 1986. The racing
association shall, in addition, reimburse the owner for vanning to the onsite location with respect
to those horses stabled at an offsite location necessitated by the failure of a racing association to
maintain 95 percent of the useable stalls made available by that racing association during its
1986 racing meeting.

ARTICLE 605 FAIRS AND EXPOSITIONS

19540. In order to encourage and develop the racing of all horses in California, regardless of
breed, whenever a fair conducts a program ofhorse races on which there is parimutuel wagering,
the fair, so far as practicable, shall provide a program of racing that includes thoroughbred
racing, quarter horse racing, Arabian racing, and Appaloosa racing, if a sufficient number of
horses is available to provide competition in one or more races.
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2008 RACING CALENDAR
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FAIR MEETINGS - STATEWIDE
PLEASANTON (11), JUNE 25 - JULY 6
VALLEJO (10), JULY 9 - JULY 20
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STAFF ANALYSIS
REQUEST OF OAK TREE RACING ASSOCIATION

TO DISTRIBUTE CHARITY DAY RACING PROCEEDS

Regular Board Meeting
June 27,2008

BACKGROUND

Business and Professions Code section 19550 states the Board shall require each licensed racing
association that conducts 14 or less weeks ofracing to designate three racing days during anyone
meeting to be conducted as charity days by the licensee for the purpose of distribution of the net
proceeds to beneficiaries through the distribution agent. Business and Professions Code section
19556 provides that the distributing agent shall make the distribution to beneficiaries qualified
under this article. At least 50 percent ofthe distribution shall be made to charities associated with
the horse racing industry.

ANALYSIS

The Oak Tree Racing Association is requesting approval to distribute proceeds from charity day
races conducted at Santa Anita during its September 26, 2007 through November 4, 2007 race
meeting. The net proceeds from the charity days totaled $78,213.90. The list of organizations
selected and amount to be distributed is attached. Staffnotes that 85 percent ofthe proceeds will
be given to racing related organizations.

RECOMMENDATION

Staff recommends that the Board approve this request.
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OAK TR[f
UACING ASSOCIATION

A ANI A PAnIC

May 21,2008

Mr. Kirk Breed
California Horse Racing Board
1010 Hurley Way, Suite 300
Sacramento, CA 95825

Dear Kirk:

The audited net proceeds from Charity Racing Days during the 2007 Oak Tree meet came to
$78,213.90.

Therefore the Directors of the Oak Tree Charitable Foundation respectfully request CHRB
approval at the June 19,2008 regular meeting to disburse a total of$78,213.90 to the attached
schedule of eligible beneficiaries.

Contributions to thoroughbred industry charities total 85.16% of the distribution. We also
contribute additional monies for equine related purposes from our Foundation and Racing
Association funds.

Should you wish to review them, copies of grant applications from the selected organizations are
available in this office.

Sincerely,

OAK TREE CHARITABLE FOUNDATION

Sherwood C. Chillingworth
Executive Vice-President



OAK TREE RACING ASSOCIATION
78,213.90

2008 (2007 MEET)

California Equine Retirement Foundation $ 7,000.00
CA. Thoroughbred Horsemen's Foundation $ 7,000.00
Disabled Jockeys' Endowment $15,600.00
Don MacBeth Memorial Jockey Fund $ 5,000.00
Jolene's Horse Rescue $ 2,000.00
GEVA, Inc., Northern California $ 2,000.00
Race Track Chaplaincy of America, S. California Council $ 7,000.00
Tranquility Farm (Harry A. Biszantz Mem. Center) $12,000.00
United Pegasus Foundation $ 2,000.00
Winners Foundation $ 7,000.00
Industry Contributions = 85.16% $ 66,600.00
Friends of Sierra Madre Library $ 1,000.00
Girl Scouts, Mt. Wilson Vista $ 613.90
Santa Anita Family YMCA, Monrovia $ 1,000.00
Boys and Girls Club of San Gabriel Valley $ 1,000.00
Five Acres, The Boys' &Girls' Aid Society, Altadena $ 1,000.00
Foothill Family Services $ 1,000,00
Frostig Center $ 1,000.00
Kidspace Children's Museum $ 1,000.00
Pasadena Humane Society, Pasadena $ 1,000.00
American Cancer Fund for Children, Inc., Los Angeles $ 2,000.00
REINS Therapeutic Horsemanship Program, Bonsall $ 1,000.00.
TOTAL $ 78,213.90

PAGE 9-3


	Agenda
	Item 1
	Item 2
	Item 3
	Item 4
	Item 5
	Item 6
	Item 7
	Item 8
	Item 9



