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Ms. Wendy Davis: A lot of bright faces out there. I'd certainly like to thank last
night’s reception sponsor. That was Roberts Communications. You know without
all of our wonderful sponsors, we couldn’t put our symposium on. Please, if you
see these folks, say thank you. We really appreciate them being here and helping
us put on the show.

This morning’s breakfast sponsor was Incompass. The break after this panel
session has been sponsored by Prairie Meadows Racetrack and Casino. Again,
thank you so very much.

This morning’s content is done in collaboration with Harness Tracks of America.
Today our moderator is Paul Estok from the HTA. Without taking up any further
time, I'd like to introduce Paul. He’s going to oversee this panel session. Thanks
so much Paul. Thank you for all the help that HTA gives us in putting these
sessions together.

Paul Estok: Thanks Wendy. It really isn’t that much work putting some of these
panel sessions together. It's more like | get the fun part which is throwing ideas
out. Don’t have to do much other than that.

This morning’s panel came about through sessions that Doug Reed has with the
faculty at the program where they do some brainstorming about panels. There

2013 Global Symposium on Racing & Gaming Page 1



topics come up and things you think about and issues of the day kind of were the
things we were talking about.

We were talking about regulation and Out-of-Competition Testing and what’s
happening with it. As you can imagine, you get into those sorts of discussions and
you end up with things like, “Well, will anyone be willing to speak? Can we find
somebody?” Doug and Wendy and Liz managed to do a heck of a job putting
together a panel because not only do you have some — did we find people who
were willing to speak, we found key people who were willing to speak on a variety
of topics.

Without further ado, I’'m going to introduce our first speaker. What'll happen is
they’re gonna get up and talk. If you feel inclined to jump up and run to a
microphone and ask a question, that’s fine. Otherwise, at the end hopefully we’ll
have some time for questions, comments.

I know we got a couple of PowerPoint presentations that are really good, actually
educational stuff here. Relax and enjoy. Having said that, without any further ado,
I’'m gonna introduce our first speaker, founder and Chairman of the Board of the
California Retirement Management Account, CARMA, Madeline Auerbach.

Ms. Madeline Auerbach: All right. | thought I was last. | was supposed to be
last —

Mr. Paul Estok: Do you wanna —
Ms. Madeline Auerbach: - because —
Mr. Paul Estok: - be last?

Ms. Madeline Auerbach: | have to be because | have a big presentation to do. 1
have people that aren’t here yet.

Ms. Madeline Auerbach: We have a little timeout.
Mr. Paul Estok: Apparently Madeline has people who aren’t here yet who are —

Ms. Madeline Auerbach: Because we were told we were going to be presenting
about 9:30.

Mr. Paul Estok: - critical to her presentation
[Laughter]
Ms. Madeline Auerbach: I'm sorry.

Mr. Paul Estok: | guess we’ll go with the next on the list who’s Jen Durenberger.
Are you ready?
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Dr. Jen Durenberger: Wow. The process is confusing to all of us. | actually
didn’t bring any prepared remarks but | can contribute in this manner.

Wendy Davis and I, at a Racing Officials Accreditation Program and a few other
people, we started brainstorming on some of these issues, some of the things that
our moderator has put together in the introduction to this panel.

What we discovered very quickly as we started brainstorming was that all of these
issues regarding out-of-competition testing, doing less with more, creative
strategies, affective oversight, the changing business model of the industry, how
we deal with that, we very quickly learned that we had more questions than
answers. | think that was part of the genesis of this panel.

I come to you from the Massachusetts Gaming Commission. Massachusetts is one
of those industries right now that is in a state of flux.

For a number of years | was a regulatory veterinarian in New York and California. |
used to watch in the press these jurisdictions that to me were small jurisdictions. |
would watch these changing things play out in the media.

I would think, “Wow, I’'m glad I’'m not in that state right now while we try to figure
out what'’s going on.” Now I find myself in one of those states.

I come to you as the Director of Racing in a state that has Thoroughbred and
Harness racing at the moment. | come to offer the regulator’s perspective.

I've been on the ground as a regulatory veterinarian. | can talk to you about some
of the enforcement issues that are unique to what we’re trying to do in the industry
right now both at the on the ground level and now at the enforcement level. I'm
here to offer perspective.

I'm very interested in hearing what the panelists to my right have brought. If you
get me rolling, | won’t stop talking. | would encourage the moderator to limit my
questions and answers

[Laughter]

Mr. Paul Estok: All right. One of the people I know has a presentation ready for
you guys is Steven Lehman from Ontario. | hope he’ll go next.

Dr. Jen Durenberger: | can get up and talk but I’d have to get up again. Is
that—

Mr. Paul Estok: No, that’s okay.
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Mr. Steven Lehman: Thanks Paul. Okay, I’'m Steve Lehman, Executive Director
and CEO for the Ontario Racing Commission. That’s Ontario, Canada not Ontario,
California as you can probably tell from my accent.

What | was thinking | would do today is | wanna speak a little bit about Ontario
itself statistically so you can put some perspective and some context around what
I’'m gonna say.

Then there’s three areas of regulation | wanna try to cover off. One being the basic
adjudication role, second being equine medication control and the last one being
intelligence-led regulation.

Ontario, and I'm relying primarily on 2012 statistics, we race all three breeds. In
2012 we had around 1600 race days. As many of you know there’s been a decline
due to some decisions by government around our slots programs. We’ll be racing
probably just over 900 in 2013. My friend Sean Pinsonneault from Woodbine will
be speaking a little bit of what’s going on in Ontario. | encourage you to come out
and listen to that.

I won’t comment as a civil servant very much on the decisions of government but
I’'m sure Sean will have some interesting things to say.

In 2012 at least had 16 race tracks across our province, 15 of them raced this year
so there hasn’t been a significant loss in the number of tracks that are actually
racing.

Just for you geography buffs, that’s over 668,000 square miles that we’re required
to cover. If any of you are really geeky and into metric, that’s over a million square
kilometers.

Last year we legally wagered about $935 million on horseracing in the province of
Ontario. Even with the significant you’re looking at over 40 percent decline in race
days.

We’re still gonna probably do about $865 million. That’s due to the strength of our
simulcast parlors and our off-track betting facilities.

We license over 20,000 licensees, issued over 1,300 rulings.

Just for a context nationally, Ontario represents about two-thirds of all the
wagering in Canada.

The first thing I'm gonna talk about is adjudication.

One of the new things that we’ve come up with in the last couple years is a central
adjudication room.
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If you're familiar with pro sports, most sports have the war room they go back to.
This is our concept of the war room. We have a senior judge or steward who sits at
head office and uses real time technology.

I'll give another shout out to Roberts. Roberts was the one who helped us set this
up.

That central steward or judge has the opportunity to watch the video streaming
from the various places that are sending their signal up. And participate in the
deliberations at the track through telephone system.

Now what this allowed us to do is eliminate a senior judge or steward at every
single track that’s racing and consolidate it down into one centralized one. It has
reduced the personnel at the track providing some modest cost savings.

One of the byproducts we found by doing something innovative like this is it's
actually allowed us to have independent of the individual race tracks sort of
community but completely consistent set of eyes looking at things. Of course we
pick our best of our best to sit in that room.

They’re constantly having a level of quality helping the two track-based officials
that are on the ground. Has been a huge success for us from an adjudication stand
point with no degradation in the quality of the adjudication of the races at all with
only two judges in the stand at the track.

The next thing | wanna talk to you about is equine medication control and the
relationships between the Canadian Pari-Mutuel Agency and the ORC in Canada.

Canadian Pari-Mutuel Agency, the federal agency, runs the Race Day Testing
Program, oversight of the TCO2 Testing Program as well as having — you’ve
probably heard the term Jerseyville.

We have a research facility that runs equine research and science. The ORC on the
other hand, the provincial body, actually does the adjudication of the Certificate of
Positive Tests.

Once a positive test comes from the CPMA, we take over from there. Sharing of
resources and intelligence, so we feed a lot of information up to them.

As a matter of fact, Jerseyville that | just mentioned is doing the research. Our
Manager of Veterinarian Services, Dr. Adam Chambers is also the guy who runs
Jerseyville. We actually cost-share a vet.

It provides obviously some good synergies as far as sharing of the resources
financially as well as having the federal and provincial on the same level. Finally
out-of-competition testing, I'll speak to in a separate slide later but just so you
know, we do actually for about the last five years have been running an Out-of-
Competition Testing Program in the province of Ontario.
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One little thing that | wanna talk to before | getting out-of-competition testing is
the pilot program we’re running right now. It's primarily ingested efficiency. Our
TCO2 blood samples were taken prior to the race by a vet tech.

We also had the CPMA run post-race testing where blood or urine samples were
taken. This past season we’ve initiated a pilot where the collection of both samples
were actually taken at the same time pre-race by a technician going back to the
paddock stalls.

Basically that’s allowed us to eliminate the stress on the test barn. We’ve also, just
to make sure that nothing slips through the cracks and there is coverage — horses
that are pulled the bloods pre-race also may be subject to post-race testing as well
just to make sure that nothing is administered secretly in between when the blood
gets drawn and when they actually race.

Just having that deterrent factor out there has been enough to make sure that
we’re managing our risks in that area. Finally just done in consultation with the
horse people, track service provider like everybody was involved in this decision.

We worked with ‘em to make sure that it wasn’t gonna be a burden on the horse
people.

That the track had the facilities and was willing to allow us to do this and the
service provider obviously we have basically farmed out the collection and making
sure that the service provider was okay with the idea.

It’s still going on, the pilot project. We’ve had no problems. We’ve had almost no
complaints from anybody involved.

I think this is something that we’re probably gonna look at instituting moving
forward as a way of just doing things more efficiently. That’s being conducted at
Western Fair Racetrack in Ontario.

I'll speak a little bit about the out-of-competition testing. What we were finding,
and I’'m sure these are common challenges in all the jurisdictions, is that we have
stabling only for our Thoroughbreds.

Our Quarter Horses and our Standard-breds are primary ship-ins. That causes a
shift from back stretch to private training centers and having less control over the
areas in which the horses are staying and where the actual medication is being
administered.

We also acknowledge openly that there are substances out there where benefits are
lasting longer than whatever the elimination times and therefor the window to
actually detect things — | point at things like EPO as an example of where — with
the existing CPMA post-race testing.
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You would have to have a pretty unsophisticated user in order to get caught.
We’ve as | mentioned for about the last five years had an Out-of-Competition
Testing Program that basically compliments but does obviously not replace the race
day testing procedures that are conducted federally. We only do it with reasonable
grounds.

What that means, if you've had a positive test. The trainer part of his
arrangements of going back after his suspension would be to agree willingly like
sign up to permit us to come onto the grounds.

Or if the judges notice a change in performance on a related horse that we just
can’t explain any other way. There’s no change in equipment. There’s nothing that
the trainer can come up that looks like — that would be the type of reasonable
grounds that would cause us to trigger people going onto the list for out-of-
competition testing.

Similarly, it’s intelligence based. If we’ve done searches and seizures, if we’ve had
tips, things like that, that’s the type of information that we would use to determine
reasonable grounds to actually go onto the Out-of-Competition Testing Program for
that trainer. Just to give you an idea of scale, in 2012 we had 37 separate
occurrences where somebody did something to cause them to go onto the list. We
probably tested close to 400 tests under that 37 occurrences. This year our
numbers thankfully are down a little bit. We’re about 26 year to date. That was as
of a few days ago. Again we probably are 250ish tests on that Out-of-Competition
Testing Program.

I also wanna talk a little bit about intelligence-led regulation. 1 got into it a little
bit on the last slide, but in Ontario one of the ways that we actually manage our
limited resources is to actually look at risk and priority based. We do have
investigative forces out there that are gathering information but we also use just
the simple people at the race track, confidential informants. Any sort of hands and
eyes and ears that we have on the ground that can provide us information. We put
it through an analysis process.

We actually have an intelligence officer who works with the OPP, Ontario Provincial
Police, as well as our organization to analyze the information and start to put
together paint-a-picture. We often use the analogy of intelligence analysis as a
jigsaw puzzle. You get a piece from here and a piece from here. If you start
getting enough pieces, you can build a picture that provides you with meaningful
intelligence information. One of the things we discover and | actually pinched this
slide off another presentation that we’ve done is that especially with the internet,
there’s an awful lot of traffic internationally with drugs and substances like the
cobra venoms and things like that are coming into and out of Canada.

Everybody needs to be aware that this sort of stuff is going on and act on the

intelligence information they have available to them. What we’ve started doing in
acknowledging that this is way beyond Ontario, we’ve started establishing a lot of
partnerships. What we’re really looking at are partners who have similar strategic
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goals that we have that are willing to share information and resources with us.
Also, at the end of the day | have to, as full disclosure, I’'m an accountant. I'm a
CPA by trade. | look at net benefit and make sure that we're actually getting bang
for our buck and that there’s actually a benefit to sport in Ontario.

This may be the only slide you see that actually has non-equine stuff on it. The
realization is as we work with the Canadian Center for Ethics in Sports, that's a
human athlete organization as is the World Anti-Doping Agency. They work with
the — we have the Pan Am Games coming to Ontario shortly. | think it's in 2015.

We also have Olympics coming up and things like that. These are agencies that
work with humans as well. | used the example earlier about EPO and probably
there’s a name that jumps to mind when | mention that from a human testing
standpoint but I'll also throw—there are other drugs.

We find that what ends up happening is the human world bleeds into the equine
world and vice-versa. We’'ve had those conversations with these agencies about
sharing information. When heptamine, for example, ends up being tested positive
in a horse, we can actually look and see that cyclists, swimmers, track and field
athletes similarly have been test for the same type of positives.

We can start sharing information with those organizations. One of the practical
things we do in order to share the information is a system that we call IRIS. It's
the International Racing Intelligence and Information Service.

Basically it’'s an internet based secure communication to share an store data. We
primarily share the information intelligence with other racing regulators, law
enforcement agencies and industry organizations. It was established through the
design of an international working group. It provides various levels of security
clearance so that people are comfortable sharing their information on there,
knowing who’s using it and what it potentially will be used for. This is just a little
bit of a tickler slide that | put in there. This is an actual screen shot of what our
portal looks like.

Basically you see across the top there — I'll read it out because | know it’s a little
bit hard to read in the small font there. We have open access which is basically
just a filing cabinet of all the stuff that you could go around to people’s websites
and pick off. It's basically public information we’re putting out there. We also have
restricted access which are investigative reports, rulings, things that you may not
wanna put out publicly but are willing to share with other agencies and industry
associations. Then there’s the third party, which is the third one over.

That's a concept that we actually borrowed from the law enforcement world. What
that does is — and I'm gonna pick on one of my panel members here or actually I'll
pick on the moderator Paul. If Paul has something going on in his life and there’s
an investigation going on, we would actually flag Paul. We would flag the
substance that Paul is distributing for example. What that would do is, all you
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would be able to see on our system—there would be no information about the
ongoing investigation but there would be contact information.

If you searched Paul, it would come up and say, “You need to speak to Ontario
Provincial Police Detective Sergeant Garrett Lacey.” Give you his email address and
his phone number so you could contact Detective Sergeant Lacey directly. He
would actually make a determination of whether he was willing to share that
information with you or not. You’'d know something’s going on but there’s no
information about what’s happening.

Then finally we have a work space. 1 like to refer to that as our sandbox. It allows
jurisdictions to go in and work jointly on documents. Work through issues, discuss
things and it’s non-published. It's just a fun place to play and communicate.

Really what we’re trying to get at with that is — and | can appreciate the time
differences that we’re dealing with cuz we’re dealing with places like Australia that’s
on the other cycle of the clock to us.

It provides 24/7 access to a secure source of intelligence information. It assists in
conducting risk assessments cuz as | mentioned before, a lot of what we do we look
at the cost benefit of doing it. We prioritize things based on managing our risk. It
provides obviously a place for communication amongst jurisdictions and agencies.
We'd like to think it acts as a center of excellence where people can share best
practices and ideas and resources. Finally it identifies areas where you may not be
as strong as some other places and starts to identify some training opportunities for
your organization.

This is probably most the important slide. We wanna try to wrap it up cuz so far
I've talked about some pretty practical things. The lessons to take away from some
of the things that Ontario is doing is cuz | know they’re not all gonna work in
everybody’s jurisdiction but the central adjudication room for example. The simple
message coming out of that is embrace technology and innovation wherever you
can. There’s a lot of things that we're still doing manually in this industry where we
can do through automation a lot cheaper and more efficiently. Challenge the
traditional. | heard a lot of naysayers saying that two judges in a stand just
wouldn’t work.

The way our system would work is you had three because if there was a dissenting
vote you could still have a majority sort of thing. We’ve managed to overcome
those sort of naysayers with a system that actually seems to be working. Like I
say, has the byproduct of consistency and independence that we probably
underestimated before we actually implemented it. With respect to partnerships
and | was actually trying to paint a picture of us running through fields of daisies
with our arms extended with our federal partners to give them hugs because | get
the sense that some of the stuff that’s going on around the federal government
here makes people nervous. | can honestly stand up here and tell you, we have a
great relationship with our federal regulator.
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We share resources. We share information. We work together. As a matter of fact
I was just checking my calendar for next week and we’re having a conference call
between the various provincial regulatory bodies and the federal government. |
was speaking to them here as well. We spent a lot of time with one another. It's
actually beneficial to work together.

One of the greatest ways you can actually cut costs out of your budget is stop
people from doing stupid things. We spent a lot of time just working on deterrents
and education.

I'll give you another example of a relationship with the CPMA, Dr. Adam Chambers
who | mentioned earlier who works part-time for the CPMA and shared with us. He
and | did a video that we ended up showing in the race paddocks explaining to
horse people in really simple terms — and actually shot at the Jerseyville Farm.
How people can avoid medication in error.

It’s simple things about don’t compound drugs. Be very aware of what the
elimination times are. Just simple tips like that. We did an educational little video.
We showed it in the paddock and got a fairly good reaction from the horse people
about the efforts we were making in trying to educate and assist them as opposed
to just regulate them in an authoritative sort of way.

Finally, when you’re dealing with partnerships look big picture, think strategically of
how other jurisdictions have things that can provide synergies for your jurisdiction
and help you do a better job within your borders.

The out-of-competition testing really, at the end of the day, it simply came down to
we addressed the systemic issue that we had. There are substances that people
are gonna take. They’re gonna provide benefit on race day that we just can’t
identify with post-race testing. We went after those systemic issues and addressed
them in a way that we could actually get it done. We got it done not only with the
cooperation of the horse people and the race tracks but actually having them help
finance it as well while we got it up and running.

It’s not become institutionalized that it’s just a common part of what we do.
Frankly, because of the approach we’ve taken where we only go after people who
have reasonable grounds to be looked at, it's been widely accepted and not
challenged in our jurisdiction. Finally, the intelligence led regulation stuff and the
IRIS system. The simple message, and you’re gonna hear it all the time, is, “Work
smarter, not harder.” You need to basically look at risks, look at where you're
gonna get your best bang for your buck. The best way to do that is to know what’s
going on. Wherever you can, work together and share information.

It was interesting yesterday listening to the handicappers cuz a number of
presenters came up and showed different things that were taking — | heard the
term the phonebook of all this information and condensing it down into something
that was actually usable and in most cases visual so people could see it. Really,
that’s what we’re trying to do. We’'re trying to take a sea of information that little
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bits and pieces on their own don’t mean a lot but when you put it all together and
apply some sort of methodology to analyze it, starts to paint a picture of what
might be going on. That’s an invaluable resource for being able to focus the limited
resources you have on the areas where you’re gonna get the most impact. That is
it for me. My email address and phone number is there. I'm happy to take any
follow-up questions as part of the panel.

Audience Member: Do you rotate your steward at the war room so that they’re at
the race track sometimes?

Mr. Steven Lehman: Absolutely. We’ve got a small pool. Probably about three
or four people that do it all the time but it is three or four people. They’re at the
track sometimes but they’re in-house sometimes. Thank you.

Mr. Paul Estok: Thanks Steve. Next up is a good friend of mine and somebody
I've learned a lot from. Actually the guy | blame for me ending up going to law
school, Alan Foreman.

Alan, he’s listed in your program as Chairman and Chief Executive Officer,
Thoroughbred Horsemen's Association but he’s oh so much more than that these
days so if you’ll welcome Alan.

Mr. Alan Foreman: Thank you very much. Good morning. Paul indicated that he
got key people to talk about out-of-competition testing. I’'m not sure how | became
a key person other than | took some heat this summer for comments | made in
response to the presentation that was made that the Jockey Club about out-of-
competition testing. | guess I've been around long enough to have seen how the
Program of Out-of-Competition Testing and Racing evolved and | can talk about
that.

Coincidentally, when | was here at the symposium three years ago — and | like to
say over at Loews. I've been a creature of habit at Loews since the symposium
started.

When | pulled into the parking lot after a session that | had done on the first
Monday, there were television cameras everywhere. | asked one of the
cameraman, “What’s going on?” In a French accent he said, “Lance Armstrong.” |
said, “Lance Armstrong staying in the hotel?” “Yes, staying in the hotel.” Well my
longtime friend and law partner, Lou Almond’s son Doug runs the Lance Armstrong
Foundation. I've had some peripheral association with Lance Armstrong.

I called Lou. He got Doug on the phone. Doug said, “Lance is there. I'm coming

out tonight. We’ll have dinner. If you'd like, you can go riding with us tomorrow.

We’ve got the sponsors here. Lance is training here in Tucson.” | invited Lance to
play golf cuz I know he likes to play golf. He invited me to go cycling. | went and
played golf.

[laughter]
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It was interesting because Lance knew my association with drug testing in the
racing industry. | knew of his issues in cycling. We stayed away from it but it's
just interesting how | end up today talking about out-of-competition testing at a
time when | think what brings it to the forefront is the Lance Armstrong case in the
past year, the al-Zarooni scandal in England.

Certainly, | don’t think that in today’s sport you can avoid the subject of out-of-
competition testing. It's every sport, none the least racing.

Although there’s some who at least this summer the in the blogosphere suggested
that I was opposed to out-of-competition testing, nothing could be further from the
truth.

I don’t think you can ensure the integrity of this sport and have a credible testing
program without doing out-of-competition testing. The problem is the issue is so
misunderstood.

As | was watching people talk about it this summer, it was amazing to me how
much they don’t understand about out-of-competition testing. | thought I would
take my time on out-of-competition testing to talk to you just a little bit about the
history of what we do. Why we do it. What we’re doing right now.

Andrew Turro, my friend and colleague, we actually collaborated in New York in the
beginning. Because as this evolved, New York became the fertile ground for the
clash between public policy and private rights, constitutional issues and the like
over out-of-competition testing that you’re gonna get in these areas. It's a normal
part of the evolution of this issue. We may trip on each other whether it’s with our
slides or otherwise but Andrew has been very intimately involved in this. We may
be talking a lot about the same thing.

As you know, you’re sophisticated enough to know, in horseracing we do post-race
testing. We’'re able to detect most it not all of the drugs that we are looking for on
a daily basis through post-race testing because most of those drugs are relatively
short acting.

We can catch perpetrators through our sophisticated drug testing. It is not illegal
for a horse to carry in its body a drug when the horse is not racing. It is a violation
of racing’s rules for a horse to have in its body a drug during competition. That’s
what post-race testing is designed to do is to catch the horse that is carrying in its
body a foreign substance.

We have horses on the racetrack. We have horses at training centers. We have
horses at farms that are treated therapeutically and otherwise with medications.
The fact that they have those medications in their systems when they are not
racing is not a violation of any rule. There are substances however that do and can
threaten the integrity of racing. They’re the emerging drugs that we’'ve been
talking about for at least five years: the EPOs, the gene and blood doping agents,
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the substances that abnormally oxygenate a horse’s blood, proteins and peptides
that have massive powerful analgesic effects to mask pain and certain drugs that
are long acting that can affect a horse’s performance and the horse’s condition.

The problem with those substances is, they are effective far beyond the capability
of the laboratory to detect them. That's the generation of drugs that we need to be
concerned about. That’'s the generation of drugs for which out-of-competition
testing is targeted. Racing began addressing these substances about seven years
ago. It started with the RMTC in collaboration with RCI.

The question was, “If we’re gonna do out-of-competition testing — which had
everybody nervous about what that meant given that horses are permitted to have
drugs in their system when they are not racing. “How can we have an eff