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on.- The back area required to kennel the dogs is relatively
meager, and Wonderland was paying the almost negligible-Revere
taxes. Unlike the horsemen, the dog owners are very reason—
able people, possibly because nobody ever told them they were
the heirs to the Sport of Kings. The upkeep on a Greyhound

is no more than you would"expect it to be; there are no jockeys
to split the purse with; the owners are sometimes their own
trainers; and there are only a few states in which they can
race. Taken altogether, they are more willing to take what
they can get. . The total purses on any given night are a
percentage of the handle on that day; that®"s right, the winning
owner doesn"t know what he"s won until the night is over.TI39

There are seven states that have pari-mutuel dog races; Florida
(17 tracks, 5,923,000 attendance and a pari-mutuel handle of $303,055,000
in 1967-68), Arizona (5 tracks), Massachusetts (6), Colorado (d),
Oregon (1), Arkansas (1), and South Dakota (2).

One possibility unique to Alaska would be Pari-mutuels on sled
dcg"racing, the kind which is currently run annually by the Anchorage
Fur Rendezvous.

CONCLUSION

Pari-mutuel betting is currently legal in thirty-one out-of
fifty states. The experience of. these states has been that pari—
mutuel betting is usually profitable, resulting in additional state
revenue. Population does not seem to be a handicap for Alaska, as -
indidated by the example of Wyoming, whose population is roughly
equivalent. If legalized, pari-mutuel betting should be profitable
and in other ways beneficial to Alaska under normal conditions.

Fears of underworld involvement in legal pari-mutuel betting
stem from past experiences which no longer hold .true. Today less
than three per cent of illegal hookmaking involves horseracing.
With the correct equipmentmnd legal safeguards, most experts would
agree that criminal bgokmaking poses no threat to horseracing in
Alaska.

A variety, of other considerations exist which argue for legal —
ization: badly needed funds for state government, attracting settlers
and tourists, providing recreation and amusement, creating much needed
jobs and stimulating a variety of new supporting industries, to name
a few. Arguments against legalizing pari-mutuel betting center largely
on the unfounded fear of criminal involvement and moral objections
which are not objectively verifiable.

Several questions remain: Can Alaska ultimately provide the horses
for large scale pari-mutuel operations?”™ Should Alaska simply remain
at a low level of operations, using it"s own horses and computers?"
How will the myriad of special conditions unique to Alaska affect the
situation as a whole?

These questions in no way present obstacles to Legalization and
will jtf easily answeraole on investigation once pari-mutuel betting
is approved. The conclusion of this report is that neither economic
considerations nor the possibility of underworld involvement stand in
the way of such approval.
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Original sponsors: Larson and Menard

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 32 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska Racing Commission and
authorizing parimutuel wagering at sanctioned
events
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05 is amended by adding a new chapter to read:
CHAPTER 40. HORSE RACING AND TEAM DOG RACING.
ARTICLE 1. ALASKA RACING COMMISSION.
Sec. 05.40.010. ALASKA RACING COMMISSION. (€)) The Alaska
Racing Commission 1s established in the Department of Revenue. The
commission is composed of five members appointed by the governor. One
member shall have experience in the regulation, supervision, or con—
duct of parimutuel wagering, horse racing, or team dog racing; one
member shall have experience in law enforcement; one member shall have
experience 1in bookkeeping or accounting; two members shall be public
members.
(b) Each member of the commission shall at the time of the
member®s appointment be a resident of the state.
(c) A person may not serve as a member of the commission if that
person has been convicted of
(1) a felony; or
(@) an offense defined in AS 05.40.200, AS 11.66.200 -
11.66.280, or a comparable provision of municipal, state, or federal

law.
(d) A person may not serve as a member of the commission until
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the investigation required under AS 18.65.080 is completed.

(e) The commission shall elect a chairman from its membership.

(f) Three members of the commission constitute a quorum for the
transaction of business.

Sec. 05.A0.020. TERM OF OFFICE. Members of the commission serve
staggered terms of four years. A vacancy is filled by appointment for
the unexpired term. A member of the commission holds office until a
successor 1is appointed and qualifies.

Sec. 05.40.030. REMOVAL AND SUSPENSION OF MEMBERS. (@ The
governor may remove a member for cause, including 1incompetence, ne—
glect of duty, or misconduct in office. A member being removed for
cause shall be given a copy of the charges and afforded an opportunity
to publicly present a defense in person or by counsel upon not less
than 10 days®" notice. If a member 1is removed for cause, the governor
shall file with the lieutenant governor a complete statement of all
charges made against the member and the governor®s findings based on
the charges, together with a complete record of the proceedings.

(b) The governor may immediately suspend a member for a vio—
lation of law or for misconduct in office pending removal from office
under (a) of this section.

Sec. 05.40.040. COMPENSATION AND PER DIEM. (@) Except as
provided in (b) of this section, members of the commission receive no
salary for their service on the commission but are entitled to per
diem and travel expenses authorized by law for state boards and com—
missions under AS 39.20.180.

(b) In addition to per diem and travel expenses, a member of the
commission 1is entitled to compensation of $100 per day for each day
the member 1is engaged in the actual performance of duties as a race
meet observer.

CSHB 32(Fin) -2-



Sec.

commission shall,

05.40.050.

DUTIES AND POWERS OF THE COMMISSION. (@ The

in consultation with the Attorney General,

(1) adopt regulations concerning
(A) the issuance, renewal, suspension, and revocation
of licenses and special permits;

(®)

the immediate suspension of a license or special

permit ofa person subject to this chapter duringan investiga—

tion of a violation of this chapter or a regulation adopted under

this chapter;

© the appointment of race officials and their
duties;

(D) the distribution of the parimutuel pool among the
race meet operator, purse money, winning tickets, and the commis—
sion;

(E) retention ofbreakage by a race meet operator;

(F) veterinary standards for race meets;

©) parimutuel equipment to be wused by race meet
operators;

(H) auditing procedures; and

() other matters directly related to horse racing,
team dog racing, and parimutuel wagering;

2 regulate and supervise all horse races and team dog
races;

(3 iInspect and approve race tracks and race horses and
racing dogs;

(4) establish standards for the design and weight of
chariots used iIn team dog racing;

(5) establishracing dates and durations;

(6) sanction horse racing at locations approved by the

-3- CSHB 32(Fin)



1 commission;

2 (7) sanction team dog races at locations approved by the
3 commission;

4 (8) set all license and special permit fees;

5 (9) make an annual report to the commissioner of revenue
6 and the Jlegislature of 1its administration of this chapter before
! April 15 of each year;

8 (10) keep detailed records of all race meets and of all col—
9 lections and disbursements;

10 (1) supervise the making and distribution of parimutuel
1 pools.

12 (b) The commission may

13 (1) hire staff as needed to administer this chapter;

14 (2) issue subpoenas to compel witnesses to appear before
1b it:

16 (3) compel the production of documents showing the receipts
17 and disbursements of a race meet operator;

18 (A) appointa hearing officer to conduct a hearing required
19 by this chapter or by a regulation adopted under it;

20 ) by regulation, impose an admission surcharge for
21 meet not to exceed $1 without regard to whether the race meet operator
2 charges an admission fee.

23 Sec. 05.A0.060. REGULATIONS OF THE COMMISSION. The attorney
24 general shall enforce the regulations of the commission.

25 Sec. 05.A0.070. RECORDS OF THE COMMISSION. All records of the
26 commission are public records and subject to public inspection.

27 Sec. 05.A0.080. PROCEEDS. Fees and other money received by the
23 commission shall be paid into the general fund.

29} ARTICLE 2. RACE MEETS.

CSHB 32 (Fin) -A-
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Sec. 05.40.100. RACE MEET OPERATOR S LICENSE. (d) A person may
not conduct a race meet in the state without a race meet operator®
license issued by the commission. A race meet operator®"s license is
valid for three years unless revoked or suspended by the commission.

(b) The race meet operator has the exclusive right to operate or
contract for the operation of concessions at the site of the race
meet.

(c) A race meet operator"s license may not be issued until the
investigation required under AS 18.65.080 1s completed. A person
convicted of a crime set out in AS 05.40.010(c) may not receive a race
meet operator®s license.

Sec. 05.40.110. SPECIAL PERMITS. (@) A person may not partici—
pate in a race meet as an owner of an animal participating in the race
meet, trainer, jockey, driver, attendant, groom, stable or kennel
person, veterinarian, employee of a race meet operator, concession-
naire, or concession employee without a special permit issued by the
commission. A special permit is valid for one year unless revoked or
suspended by the commission.

(b) A special permit may not be issued under this section until
the 1investigation required under AS 18.65.080 1is completed. A person
convicted of a crime set out in AS 05.40.010(c) may not receive a
special permit.

Sec. 05.40.120. RACE MEETSWITHIN MUNICIPALITIES. The commis —
sion may not sanction a race meet within a municipality unless

(1) a majority of the voters 1in the municipality has ap—
proved a referendum authorizing parimutuel wagering on horse races and
team dog races; and

(2) the municipality, after a public hearingonthe Ii—
cense, approves issuance or renewal of the license.
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Sec. 05.40.130. DISTRIBUTION OF PARIMUTUEL POOL. (d) Except as
provided in (b) of this section, the parimutuel pool shall be dis—
tributed

(1) 65 percent to the holders of winning tickets;

(2) 15 percent to the race meet operator conducting the
race meet;

(3) 10 percent as purse money; and

(4) 10 percent to the commission.

(b) The commission may by regulation adjust the distribution of
the parimutuel pool as necessary to promote efficient and successful
race meets. The percentage allocated to holders of winning tickets
shall be at least 65 percent of the parimutuel pool.

Sec. 05.40.140. REPORTS BY THE RACE MEET OPERATOR. (@ The
race meet operator shall report to the commission within 30 days after
each race on the distribution of the parimutuel pool.

(b) The race meet operator shall report to the commission within
30 days after the end of the race meet on the operation and proceeds
of concessionsatthe site of the race meet.

Sec. 05.40.150. OBSERVATION OF RACE MEETS. The commission may

appoint a member of the commissionor other person to observe thecon—

duct of race meets.An observer shall be present at the site of each
race meet on the day before, the day after, and during the race meet.
ARTICLE 3. PROHIBITED ACTS AND PENALTIES.
Sec. 05.40.200. PROHIBITED ACTSAND PENALTIES. @ It is a
class A misdemeanor to
(1) violate or fail to comply with a regulation of the
commission or a provision of this chapter if no effect on the outcome

of the horse race or team dog race was 1intended;

(2) record, report, or register a wager on a horse 1In a
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horse race or a team in a team dog race unless under the provisions of
this chapter;

(3 place a wager upon the results of a horse race or a
team dograce except by a parimutuel method of wagering conducted by a
race meet operator licensed under this chapter, and upon the grounds
or enclosure of the race meet operator;

(49 permit a person under the age of 18 to use the pari—
mutuel system.

(b) Violation of a regulation or provision of this chapterwith
intent to affect the outcome of a horse race or a team dog raceis a
class C felony.

ARTICLE 4. GENERAL PROVISIONS.

Sec. 05.40.900. ADMINISTRATIVE PROCEDURE ACT. The operations of
the commission are subject to the Administrative Procedure Act
(AS 44.62).

Sec. 05.40.910. CONFLICT OF INTEREST ACT. The commission 1S
subject to AS 39.50 (conflict of interest).

Sec. 05.40.990. DEFINITIONS. In this chapter

(€)) "breakage I means the odd cents by which the amount
payable on each dollar wagered exceeds a multiple of 10 cents; break—
age may not exceed 20 percent of the total amount deposited in the
pool ;

(2) "commission"™ means the Alaska Racing Commission;

(3 "harness race" means a race where the horses are har—
nessed to a sulky, carriage, or similar vehicle and driven by a
driver;

()] "horse race" means either aracewhere the horses are
mounted and ridden byjockeys or aharness race;

(B)"parimutuel”means a form of wagering on the outcome of
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horse races or team dog races 1in which those who wager personally

purchase tickets of various denominations on a horse or a team and all

wagers for each race are pooled and held by the race meet operator for

distribution; when the outcome of the race has been decided, the race

meet operator distributes the percentage of the total wagers deter—
mined by the commission to holders of tickets on the winning horses or

teams;

(©) "race meet"™ means an exhibition that includes horse
races or team dog races, where the parimutuel system 1is used;

(7) "race meet operator™ means the person who is authorized
to conduct a race meet sanctioned by the commission;

(8 ‘"specialpermit” means a permit issued by the commis—
sion toparticipants 1in a race meet, other than the race meet opera—
tor, under AS 05.40.110;

(9) '"team dog race" means a race among Tfive or more teanms,
each teamconsisting of eight dogs, along a fixed course, not exceed—
ing one mile, where the teams start simultaneously from a common
starting point and race to a common finish line.

* Sec. 2. AS 18.65.080 1i1s amended by adding a new subsection to read:
(b) The Department of Public Safety shall investigate and ascer—
tain whether a

(1) person appointed by the governor to serve as a member
of the Alaska Racing Commission under AS 05.40 has been convicted of a
crime set out in AS 05.40.010(c);

(2) member of the staff of or person employed by the Alaska
Racing Commission, a race official, a race meet operator, or a person
required to obtain a special permit under AS 05.40.110 has been con—
victed of a crime set out in AS 05.40.010(c).

*

Sec. 3. AS 39.50.200(b) 1s amended by adding a new paragraph to read:
CSHB 32(Fin) -8-



1 (49) Alaska Racing Commission (AS 05.40,010).

2 * Sec. 4. AS 44.62.330(a) 1is amended by adding a new paragraph to read:
3 (55) Alaska Racing Commission (AS 05.40.010).
4 * Sec. 5. INITIAL COMMISSION APIOINTMENTS. The governor shall make the

(8]

initial appointment of members of the Alaska Racing Commission within 120

(2]

days after the effective date of this Act.

10
n
12
13
14
15
16
17
18
19

20

22
23
24
25
26
27
28
29°
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MEMORANDUM

TO: Representative Al Adams
Chairman, House Finance Committee
FROM: Representative Ron Larsonft”
Original Sponsor of HB 32
SUBJ: Pari-mutuel Racing Commission and Local Option
DATE: April 1,1987

It is with pleasure that | present CSHB 32 to your committee.
This proposed bill is my effort to enable local communities to
vote on the concept of racing and wagering in their own
municipalities. The bill sets up a State Racing Commission,
which is responsible for all licensing and regulations.
Additionally, there is a two-step process for local approval.
We have worked with legal services and revenue to accommodate
their concerns. The Committee Substitute is the result of
this work. I feel this bill has improved with these changes.

Specifically in my district, horse racing is a historical
activity. As you know the heartland of the Matanuska Valley
had its symbolic beginnings with agriculture. What better way
of honoring this hearty Alaskan occupation than by encouraging
it to continue in a new form, through a small Pari-mutuel
Racing Track? The raising of stock, provision of fodder, and
the associated tourism and construction trades will do much
for this borough with a 15.2% unemployment rate.

Now is the time for state government to look carefully at
local government®s revenue initiatives. Local option
Pari-mutuel racing does just that- in a legal and organized
fashion- but only if the local voters approve the concept at
the polls and the local government approves the permits.

The attached material should provide some helpful back-up

material. I look forward to working with you and your
committee on this bill. I urge your favorable advice and
vote.

cc. Committee Members
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AMENDMENT TO CSHB32

Page 4, Line 22
Duties and Powers of the Commission

Sec. 05.40.070(b) is amended to read:

(5) assess an admission fee, not to exceed $1 per
person.
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Offered: 3/20/87 5-01758B
Referred: Finance

Original sponsors: Larson and Menard

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 32 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL
For an Actentitled: "An Act establishing the Alaska Racing Commission and
authorizing parimutuel wagering at sanctioned

events."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05 is amended by adding a new chapter to read:
CHAPTER AO. HORSE RACING AND TEAM DOG RACING.
ARTICLE 1. ALASKA RACING COMMISSION.

Sec. 05.40.010. ALASKA RACING COMMISSION. (a) The Alaska
Racing Commission is established in the Department of Revenue. The
commission is composed of five members appointed by the governor.
Three of the members shall have experience in the regulation, super-
vision, or conduct of parimutuel wagering, horse racing, or team dog
racing.

(b)Each member of the commission shall at the time of lhe
member®s appointment be a resident of the state.

(c) A person may not serve as amember of the commission if that
person has been convicted of

(1) a felony; or

(2) an offense defined in AS 05.40.200, AS 11.66.200 -
11.66.280, or a comparable provision of municipal, state, or Tfederal
law.

(d) A person may not serve as amember of the commission until
the investigation required under AS 18.65.080 is completed.

(e) The commission shall elect a chairman from its membership.

HB0032B -1- CSHB 32(SA)
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Sec. 05.A0.020. TERM OF OFFICE. Members of the commission serve
staggered terms of four years. A vacancy is filled by appointment for
the unexpired term. A member of the commission holds office until a

successor is appointed and qualifies.

Sec. 05.40.030. REMOVAL AND SUSPENSION OF MEMBERS. (a) The
governor may remove a member for cause, including incompetence, ne-
gleet of duty, or misconduct in office. A member being removed for

cause shall be given a copy of the charges and afforded an opportunity
to publicly present a defense in person or by counsel wupon not less
than 10 days® notice. If a member is removed for cause, the governor
shall file with the lieutenant governor a complete statement of all
charges made against the member and the governor®s findings based on
the charges, together with a complete record of the proceedings.

(b) The governor may summarily suspend a member for a violation
of law or for misconduct in office pending removal from office under
(a) of this section.

Sec. 05.40.040. COMPENSATION AND PER DIEM. () Except as
provided in (b) of this section, members of the commission receive no
salary for their service on the commission but are entitled to per
diem and travel expenses authorized by law for state boards and com-
missions under AS 39.20.180.

(b) lu addition to per diem and travel expenses, a member of the
commission is entitled to compensation of $100 per day for each day
the member is engaged in the actual performance of duties as a race
meet observer.

Sec. 05.40.050. QUORUM. Three members of the commission consti-
tute a quorum for the transaction of business.

Sec. 05.40.060.JURISDICTION. Jurisdiction of the commission

extends to every owner, trainer, jockey, driver, attendant, or other

CSHB 32(SA) -2- HB0032B
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person conducting, or participating in the conduct of, a vrace meet

authorized under this chapter.

Sec. 05.40.070. DUTIES AND POWERS OF THE COMMISSION. ) The

commission shall

(1) adopt regulations concerning
(A) the issuance, renewal, suspension, and revocation
of licenses for persons within its jurisdiction;
(B) the immediate suspension of the license of a
person subject to this chapter during an 1investigation of a

violation of this chapter or a regulation adopted under this

chapter;

(C) the appointment of vracing officials and their
duties;

(D) the distribution of the parimutuel pool among the
licensee conducting the meet, purse money, winning tickets, and

the commission;

(E) retention of breakage by the [licensee conducting
the meet;

(F) veterinary standards for race meets;

(G) parimutuel equipment to be used by licensees;

(H) auditing procedures; and

() other matters directly related to horse racing,
team dog racing, and parimutuel wagering;

(2) license, regulate, and supervise all horse races and

team dog races;

(3) inspect and approve race tracks and race horses and

racing dogs;

(4) establish standards for the design and weight of

chariots used in teamdog racing;

HB0032B

-3- CSHB 32(SA)
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(5) establish racing dates and durations;

(6) sanction horse racing at locations approved by  the
commission;

(7) sanction team dog races at locations approved by the
commission;

(8) set all license fees;

(9) make an annual report to the commissioner of revenue
and the legislature of 1its administration of this chapter before
February 1 of each year;

(10) keep detailed records of all race meets and of all col-
lections and disbursements;
(11) supervise the making and distribution of parimutuel
pools.
(b) The commission may
(1) hire staff as needed to administer this chapter;

(2) 1issue subpoenas to compel witnesses to appear before

(3) compel the production of documents showing the receipts
and disbursements of a person licensed to conduct a race meet;
(4) appoint a hearing officer to conduct a hearing required
by this chapter or by a regulation adopted under it.
Sec. 05.40.080. REGULATIONS OF THE COMMISSION. The attorney
general shall enforce the regulations of the commission.
Sec. 05.40.090. RECORDS OF THE COMMISSION. All records of the
commission are public records and subject to public inspection.
Sec. 05.40.100. PROCEEDS. Fees and other money received by the
commission shall be paid into the general fund.
ARTICLE 2. RACE MEETS.

Sec. 05.40.110. RACE MEETS AND LICENSES. (a) A person may not

CSHB 32(SA) -4- HB0032B
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conduct a race meet or operate concessions at a race meet in the state
without a valid license issued by the commission. A license to con-
duct a race meet is valid forthreeyears unless revoked or suspended
by the commission.

(b) The person licensed to conduct a race meet has the exclusive
right to operate or contract for the operation of concessions at the
site of the race meet.

(c) Apersonmay not participate in a race meet without avalid
license issued by the commission. A license to participate in a race
meet is valid for one year unlessrevoked or suspended by the commis*
sion.

(d) Alicense may not be issued underthis chapter until the
investigation required under AS 18.65.080 1is completed. A person
convicted of a crime defined in AS 05.40.010(c) may not be licensed.

Sec. 05.40.120. RACE MEETS WITHIN MUNICIPALITIES. The commis-
sion may not issue or renew a license to conduct a race meetwithin a
municipality unless

(1) a majority of the voters in the municipality has ap-
proved a referendum authorizingparimutuel wagering onhorse races and
team dog races; and

(2) the municipality, after a public hearing on the li-
cense, approves issuance or renewal of the license.

Sec. 05.40.130. DISTRIBUTION OF PARIMUTUEL POOL. (a) Except as
provided in (b) of this section, the parimutuel pool shall be dis-
tributed

(1) 65 percent to the holders of winning tickets;

(2) 15 percent to the licensee conducting the race meet;

(3) 10 percent as purse money; and

(4) 10 percent to the commission.

HB0032.B -5- CSHB 32(SA)
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(b) The commission may by regulation adjust the distribution of
the parimutuel pool as necessary to promote efficient and successful
race meets. The total percentage allocated to the licensee, purse
money, and the commission may not exceed 35 percent of the parimutuel
pool.

Sec. 05.40.140. REPORTS BY LICENSEE. The licensee conducting
the race meet shall report to the commission within 30 days after each
race on the distribution of the parimutuel pool and within 30 days
after the end of the race meet on the operation and proceeds of con-
cessions at the site of the race meet.

Sec. 05.40.150. OBSERVATION OF RACE MEETS. The commission may
appoint from among its members or employ a person to observe the
conduct of race meets. An observer shall be present at the site of
each race meet on the day before, the day after, and during the race
meet.

ARTICLE 3. PROHIBITED ACTS AND PENALTIES.

Sec. 05.40.200. PROHIBITED ACTS AND PENALTIES. (a) It 1s a
class A misdemeanor to

(1) violate or fail tocomply with a regulation of the
commission or a provision of this chapter if no effect on the outcome
of the horse race or team dog race was intended;

(2) record, report, or register a wager on a horse 1in a
horse race or a team in a team dog race unless under the provisions of
this chapter;

(3) place a wager upon the results of a horse race or a
team dog race except by a parimutuel method of wagering conducted by a
person licensed under this chapter, and upon the grounds or enclosure
of the licensee;

(4) permita person under the age of 18 to use the

CSHB 32(SA) -6- HB0032B
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parimutuel system.

(b) Violation of a regulation or provision of this chapter with
intent to affect the outcome of a horse race or a team dog race 1is a
class C felony.

ARTICLE 4. GENERAL PROVISIONS.

Sec. 05.40.900. ADMINISTRATIVE PROCEDURE ACT. The operations of
the commission are subject to the Administrative Procedure Act
(AS 44.62).

Sec. 05.40.910. CONFLICT OF INTEREST ACT. The commission is
subject to AS 39.50 (conflict of interest).

Sec. 05.40.990. DEFINITIONS. In this chapter

(1) "breakage" means the odd cents by which the amount
payable on each dollar wagered exceeds a multiple of 10 cents; break-

age may not exceed 20 percent of the total amount deposited 1in the

pool;

(2) "commission"™ means the Alaska Racing Commission;

(3) "harness race"™ means a race where the horses are har-
nessed to a sulky, carriage, or similar vehicle and driven by a
driver;

(4) "horse race" means either a race where the horses are

mounted and ridden by jockeys or a harness race;

(5) "parimutuel™ means a form of wagering on the outcome of
horse races or team dog races in which those who wager personally
purchase tickets of various denominations on a horse or a team and all
wagers for each race are pooled and held by the Jlicensee conducting
the meet for distribution; when the outcome of the race has been
decided, the licensee conducting the meet distributes the percentage
of the total wagers determined by the commission to holders of tickets

on the winning horses or teams;

HB0032B -7- CSHB 32(SA)



(6) "race meet" means an exhibition that includes horse
races or team dog races, where the parimutuel system 1is used;

(7) "team dog race" means a race among five or more teams,
each team consisting of eight dogs, along a fixed course, not exceed—
ing one mile, where the teams start simultaneously from a common
starting point and race to a common finish line.

* Sec. 2. AS 18.65.080 is amended by adding a new subsection to read:
(b) The Department of Public Safety shall investigate and ascer—
tain whether a

(1) person appointed by the governor to serve as a member
of the Alaska Racing Commission under AS 05.40 has been convicted of a
crime described in AS 05.40.010(c);

(2) member of the staff of or person employed by the Alaska
Racing Commission, a race official, or a person licensed to conduct or
participate in the conduct of a race meet has been convicted of a
crime described in AS 05.40.010(c).

* Sec. 3. AS 39.50.200(b) 1is amended by adding a new paragraph to read:
(49) Alaska Racing Commission (AS 05.40.010).
* Sec. 4. AS 44.62.330(a) 1is amended by adding a new paragraph to read:
(55) Alaska Racing Commission (AS 05.40.010).
* Sec. 5. INITIAL COMMISSION APPOINTMENTS. The governor shall make the
22 initial appointment of members of the Alaska Racing Commission within 90

23 days after the effective date of this Act.

CSHB 32(SA) -8- HB0032B



FIFTEEN QUESTIONS ABOUT HB 32 AND PARI-MUTUEL WAGERING
by Representative Larson

1. What 1is Pari-mutuel wagering?
Pari-mutuel wagering is a system of betting, which dates
back to the mid 1800°"s. This type of wagering differs
from typical gambling by virtue of the fact that the odds

are not arbitrary. Pari-mutuel wagering occurs when all
collective bettors pool their money together. The odds
are then calculated systematically. The total amount

wagered versus the individual bets, determines the total
amount, which is divided among tho. winners.

2. What local support has there been for Pari-mutuel
Wagering?
Both the cities of Palmer and Wasilla had an advisory
proposition placed on the ballot of the October 7, 1986
general election concerning pari-mutuel wagering on
certain horse races, (attachments)

The results in Palmer were 58.2% in favor of the
concept of local option pari-mutuel horse racing.
(In addition the Palmer Municipal code- chapter
3.32- addresses pari-mutuel wagering by virtue of
city ordinance #321, dated August 13, 1985.)

The results in Wasilla showed 62% of the voters
approved the concept. (In addition the City of
Wasilla has Resolution on the books (W85-J-6) which
supports the local option for pari-mutuel gambling.)

The Matanuska-Susitna Borough passed a resolution of support
for state controlled, local option, pari-mutuel betting on
3/3/87.

3. What type of benefits will Pari-mutuel racing provide?
The most obvious benefit, initially, would be the
generation of the racing business itself by the private
sector. Infrastructure, such as breeding, training, and
racing Tfacilities will be an incentive for the
construction industry. Additionally, racing will create
a destination and accompanying services for the tourism
trade. This business is a natural spin-off of our
hi/"~rical and agricultural heritage.

Clearly an obvious benefit would be the added state

revenue, after the racing commences. The income will
come painlessly to the state without burdening the
taxpayer. The amount of revenue depends on the frequency

of the events authorized by the commission.



Page two

4. Is pari-mutuel racing legal elsewhere?
Currently 36 states allow the pari-mutuel betting system
for either horses, dogs or both.

5. What 1is the development scenario for Pari-mutuel racing?
After the local endorsement of the voters, preparation
time could be six months to several years, depending on
the level of development. A racing season might be for
approximately 10 weeks, with both the Alaska and Tanana
Fairs as the more competitive exhibitions. As
participation increases, so would the growth.

Pari-mutuel professionals tell us that an average
scenario would include typically eight races a day, with
eight entries per field. Estimates indicate that 270
animals would be required for a successful start-up.

The most important thing about this type of racing is the
controlled conditions which will guarantee the integrity
of the race. Sophisticated racing equipment would be
rented from outside? this is very normal procedure
elsewhere, where racing is on a similarly small scale.

6. What is the fiscal note for HB 327
Our expectation for the fiscal note is relatively small,
based on the assumption that this is a 10 week season.
The Commission will be providing the initial professional
expertise. One and sometimes two staff persons will
assist (part-time) 1in the preparation of regulations,
public hearings, and paperwork. Based on the development
of races and facilities, the employment requirements
would follow the same growth curve.

7. Will team dog racing compete with existing dog races in
Alaska?
No. In fact, the Alaskan Mushers feel it would be good
for their sport as well. Dog team races would probably
occur in the summer when similar training occurs anyway.
A team of dogs would use the same racing facility, only
under slightly different track conditions. Naturally
horses and dogs would not race at the same time.

8. What is the role of the Racing Commission?
The Commission will regulate racing and pari-mutuel
racing. Their wide range of regulatory responsibilities
are outlined clearly in the bill, including their
specific enforcement powers regarding prohibited acts and
penalties.
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10.

11.

12.

The Commission shall adopt regulations? appoint
officials? supervise and distribute the pool? ascertain
standards for veterinaries, equipment, audits, and other
related matters? license races? inspect racetracks and
animals? establish dates, durations, locations, fees?
account for all records, collections and disbursements?
hire staff? compel witnesses? and appoint hearing
officers.

Has there been Pari-mutuel Legislation introduced 1in
Alaska before?

Pari-mutuel legislation was introduced in the 10th, 11th,
and 12th Legislative sessions. It passed the house 1in
the 10th session, but died in the Senate. In both the
11th and 12th Legislative sessions the proposed
legislation was never considered by the first committee
of referral.

How is CSHB32 different from the earlier Pari-mutuel
legislation?

Prior legislation did not require a majority municipal
referendum nor did it require a municipal permit.

How is para-mutuel wagering different from other games of
chance and contests of skill?

Oversight and regulation is much greater. The
complexities of the wagering system and accompanying
safeguards were built into it purposefully.

CSHB 32 legislates pari-mutuel guidelines which will
disallow abuse. (A "totalisator" is used which is an
especially designed electrical device which calculated
the bets and determines the winnings- according to the
odds.) The regulatory nature of the Commission coupled
with the required, sophisticated equipment enhance the
pari-mutuel system to offset tampering and to ensure
security for the establishment and the bettor.

What is a "typical participantll in pari-mutuel wagering?
Studies have shown that participants are generally white
collar workers with one or more years of higher education
and an income of $35,000 or more. Achievers (loosely
defined as managers, administrators, business or
government leaders, educators or politicians) are common
participants in pari-mutuel racing.
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13.

14.

15.

How would this system affect the non-participants?

It wouldn"t, except by choice. First, it would have to
be a local decision to allow pari-mutuel wagering within
the municipality. Sec. 05.40.120 requires a municipality
to have a majority referendum authorizing pari-mutuel
racing. Sec. 05.40.120 requires a public hearing before
issuance or renewal of a license.

Secondly, and more importantly, it would be an individual
choice to partake 1in wagering. The vulnerability of an
individual can not be regulated. Article 3 prohibits a
person under the age of 18 to use the pari-mutuel system.

How have other states benefited from pari-mutuel
wagering?

Other states have benefited by revenues to the general
fund, tourism potential, animal sales, construction and
real estate purchases (some states constitutionally allow
dedicated funds and many specific groups have

benefited- such as capital improvement projects, school
systems, or rehabilitation).

Texas, another state financially hurt from declining oil
revenues, has just recently approved a pari-mutuel racing
bill which will allow a statewide referendum regarding
the 1issue. A co-sponsor estimates that if pari-mutuel
wagering is approved, the state"s general fund will
benefit to the tune of $110 million by 1991.

Who would be the monetary beneficiaries?

The licensee (usually a privately owned track)

makes money by taking 15% of the pool. This figure 1is
set high at the beginning, so as to allow for a quicker
return on the private investment.

The state, which establishes the Commission, also takes a
percentage equalling 10% of the pool. In addition the
state is the recipient of all licensing revenue and can
collect up to $1.00 of the admission tickets.

The entrants would receive 10% of the pool respectively
in the form of purse money.

The participants who have the "winning
tickets" share the remaining 65% of the pool.

The municipality would be able to tax the property and
collect a portion of the admission and concession fees,
resulting in local revenue.
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PARI-MUTUEL RACING COMMISSION
EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 . FY 88 FY 89 FY 90 FY 91
PERSONAL SERVICES 12,000a 36,045c
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CAPITAL
REVENUE 05,850e
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Legislative Finance *
Legislative Sponsor
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Office of Management and Budget
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Senate Secretary

FY 92



CSHB 32- Local Option Pari-mutuel Racing

EXPECTED ACTION RESPONSIBILITY
Bill goes into effect July 87
(90 days)
Appointment of Oct. 87 Governor

Commission

Organizational Nov. 87 Commission
regular meeting Anchorage Gov. office staff
Election, discuss staff

Teleconference Dec. 87 Commission
meeting All locations

Meeting for Jan. 88 Commission

draft regulation Anchorage Rg 17a-part-time

preparation

Teleconference Feb.88 Commission
meeting All locations part-time staff

Regular Meeting on March 88 Commission

Preliminary draft regs Anchorage part-time staff

Teleconference April 88 Commission

on reg. revisions All locations part-time staff

Regular Meeting to May 88 Commission

finalize regs. Anchorage part-time staff

Additional Meeting June 88 Commission

if needed part-time staff

Fiscal Note Explanation

a. Manager at a 17A level, to assist Commission with
research, regulations, reviews, and public hearings.
Part-time, beginning January 88; selected by Commission

b. Assumes Tfour full Commission meetings in Anchorage and an
additional three teleconferences in FY88. (refer to above
schedule)

FY 89...0or after racing commences

C. Manager at a 17A level, to assist Commission and to
coordinate activities and staff for events. Part-time
Investigator- 2 months surrounding events
Auditor- 2 months surrounding events This position
lessen the Public Safety fiscal note.

d. Assumes quarterly meetings for the Commission. Two of
these meetings will be held in conjunction with the

race events. The other two meetings would be by
teleconference.

e. Revenue-assumes same statistics from Department®s
figures. In addition there would be $17,750 in license fees
and $34,400 in admission fees.
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Presented by: Silvers
Introduced: -03/7/03/87
Drafted by: G.L.S.

MATANUSKA-SUSITNA BOROUGH
Resolution Serial No. 87- Cz7.

A RESOLUTION OF THE MATANUSKA-SUSITNA BOROUGH SUPPORTING
HOUSE BILL 32 AND SENATE BILL 63.

WHEREAS, the Alaska State Legislature has pending
before it House Bill 32 and Senate Bill 63 that would
authorize state controlled parimutuel betting on horse and
dog racing where approved at a local option election, and

WHEREAS, the voters in the cities of Palmer and Wasilla
have previously approved in an advisory vote the conduct of
certain parimutuel wagering within their boundaries, and

WHEREAS, parimutuel wagering would <create a direct
source of revenue for the state and thereby reduce the Tieed
for new or increased state taxes, and

WHEREAS, authorization of parimutuel wagering would
make possible a new, non-polluting industry in Alaska, and

WHEREAS, horse and dog vracing 1in the borough would
create a demand for feed, pasture and other agricultural
products and services related to animal husbandry that are
readily available in the borough, and

WHEREAS, construction and operation of a race track and
associated facilities and concessions .in the borough would
provide new employment opportunity for Alaskans;

NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE
MATANUSKA-SUSITNA BOROUGH:

1. That the Assembly supports the concept of state
controlled parimutuel wagering on horse and dog racing when
locally approved and as generally set out in House Bill 32

adopts
racing. -

87-b 1 Res.
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CITY OF PALMER, ALASKA

ORDINANCE NO. 321

AN ORDINANCE CREATING A NEW CHAPTER 3.32 OF TITLE 3 OF THE PALMER MUNICIPAL
CODE ENTITLED PARI-MUTUEL WAGERING ON CERTAIN HORSE RACES.

THE CITY OF PALMER, ALASKA, ORDAINS:

Section 1. Classification. This ordinance shall be of a permanent
nature and shall become a part of the City of Palmer Code of Ordinances.

Section 2. Severability. If any provisions of this ordinance, or any
application thereof to any person or circumstance is held invalid, the remainder
of this ordinance and the application to other persons or circumstances
shall not be affected thereby.

Section 3. Chapter 3.32-Pari-Mutuel Wagering of Title 3 of the Palmer
Municipal Code is hereby created as follows:

3.32.010 General. Pari-mutuel betting on horse racing may be permitted
under this chapter to the extent not prohibited by Alaska State Statutes.

3.32.020 Sales Tax Applicability. A two (2) percent sales tax shall be
charged on all gate admissions, concessions and gross monies deposited in
the pari-mutuel system, to the extent not prohibited by Alaska State Statutes.

Section 4. Publication and Effective Date. This ordinance shall become
effective immediately upon its adoption and publication shall be by posting
a copy hereof on the City Hall bulletin board for a period of ten (10) days
following its adoption, and it shall be published by being printed and included
in the Palmer Municipal Code at its next regular supplementation and printing.
A notice of public hearing shall be given by such posting at least five
(5) days before final passage.

First Reading: August 1, 1985

Public Hearing &
Second Reading: August 13, 1985

Adopted by the City Council of the City of Palmer, Alaska, this
13th day of August, 1985.

DAVID L. SOULAK, CITY CLERK
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e Tull Council 1 0

Eve Heraon Council 1 0

Roger Saunders Council 1 0

S. Luse Council 1 0

Dorothy Saxton Council 1 0

Jerry Hann Council 3 0
ADVISORY PROPOSITION NO. 1 YES 26b 6 270
NO 155 1 156

There was a total of b6b votes cast.

MOVED BERBERICH. SECONDED JOHNSON to certify the election results as
presented. MCU.

2. Avard Bid - Water Well. .

On October 3, 1986 bids were opened for the nev water well located at the
southwest corner of the airport. Two bids were received, one "rom RG4B Contract*
for $71*,L00 and the other from M-W Drilling for $bb,b20. The administration
recommended award to M-W Drilling as the low bidder. There were no Irregularitla
in either of the bids.

MOVED BERBCTICH. SECONDED PIPPEL to award the bid for the new water
well to M-W Drilling, the low bidder In the amount of 3aki,u28. MCU.

3. Award Bid - Runway Paving.

Bids were opened at 10:30 A.M. today for the runway paving project. Three

bids were received as follows: Heraon Brothers for $159,166.80; Wilder Construct:
for $163,300 and Rasco for $309,630. The engineer”s estimate was $185,350.

The administration recommended award to the low bidder, Heraon Brothers in

the amount of $159,166.80. These bids were reviewed by both the engineer

and attorney and there were no irregularities.

MOVED BERBERICH, SECONDED LONG to award the Runway Paving bid to
the low bidder. Heraon. Brothers In the amount of S159.1b6.30. MCU.

b. Award Bid - Town Square Project.

Four bids were received and opened at 11 A.M. today on the town square earthwork
project which entails contouring the land and building berms. Bids were
received from: Alaska Central Construction for $12,800; Kopperud Transportation
for $21,695; Heraon Brothers for $27,758; and Ohno Construction for $35,280.

The engineer®s estimate was $17,500. The administration recommended awarding
this bid to the low bidder, Alaska Central Construction in the amount of
$12,800. These bid3 were also reviewed by the attorney.

MOVED LONG. SECONDED JOHNSON to avard the Town Square Earthwork
to the low bidder, Alaska Central Construction In the amount of

$12,800. MCU.

Mayor Carte® made one comment regarding the hospital. The hospital ha3 purchase®
land in Wasilla and there is a possibility that the Certificate of Need process *
will no longer be required. The Valley Hospital was turned down for a Certiflc* i
of Need to build a hospital In Wasilla earlier and were urged to add additional
beds to the existing facility In Palmer. The Mayor felt It is Just a matter

of tine before they close down the existing hospital or turn It into some

other use, according to comments he has heard. The recent Attorney General's
Opinion Just states It has to be used for a public purpose but doesn"t have

to remain as a hospital. Cnee the Certificate of Need requirement no longer
exists, the Hospital will probably begin construction In Wasilla as without

a Certificate, anyone can build a hospital wherever they rant and Valley
Hospital rants to be the first to build In Wasilla, rather than have Providence



Requested by: Mayor Bumpus
Prepared by~ Mayor®" 3 O0ffice

CITY OF WASILLA

P.0. BOX 870430
WASTLLA, ALASKA 99687
PHONE: 376-5227

RESOLUTION NO. W85-J-6

A RESOLUTION OF THE CITY OF WASILLA SUPPORTING LOCAL OPTION
FOR PARI-MUTUEL GAMBLING.

WHEREAS/ the State of Alaska no longer has the funds to
support 1local Capital Improvements that accomodates current

growth patterns; and

WHEREAS, it is the City of Wasilla®s goal to become
financially independent, if possible; and

WHEREAS, Pari-Mutuel Gambling would enhance economic
development and provide a major tax .revenue source for the City
— of Wwasilla;

NOW, THEREFORE BE IT RESOLVED that the City of Wasilla
supports local option for pari-mutuel gambling.

I certify that a resolution in substantially the above form
was passed by a majority of those voting at a duly called and
conducted meeting of the governing body of the City of Wa3illa
this 12th _ day of August , 1985.

APPROVED:

Charles H. Bumpus, Mayor

ATTEST:

(SEAL)
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House of Representatives
State Affairs Committee
Juneau, Alaska

Dear Committee Members:

I am a 30 years resident of this araa, General Manager of
Alaska State Fair, Inc. and have the honor of serving on the
Palmer City Council. My family has been heavily involved in
Agriculture for over 25 years and | think 1 have an excellent
grasp on this area with regard to economy, leisure time fac—
ilities, quality of life and agricultural outlook.

As an individual, | do notthink that the annual dividend 1is

a good idea, I am in favor of personal income tax and 1 favor

state sales™ tax as well. While I realize that even these

avenues of income will not cover all state expenditures, S
I feel they would be abeginning. I also feel that the legal- \
ization of Pari-Mutuel wagering as described in HB32 would be

an excellent source of additional income to assist in the

shortfall.

Gambling is going on in our state now and has been for many
years. At this time the state has no control over it nor does
the state derive any income with respect to it.

I feel that HB32 Pari-Mutuel Wagering "on a local option basis"”
is the best such bill to have ever been presented to the legis—

lature.

the people Of Alaska must have a hand lit determining their own
destiny and this could very well be the first step.

If 1 can be of assistance to you in any way, please don"t hes—
itate to call on me. uld ap ‘tate-yotr vote of "do pass"”

on HB 32.
"STnaereiy, ‘
Marsha M. Melton

General Manager

2073 Glenn Highwa /
Glenn Highway PaImer,AIaska%gs 5 (907) 745-4827



Hrse Ry At The FaIr

IPI.K TUFF loads the field in gne of
year's races at the new A

y Len"and Mar
Stale” Falr race track south of Palmer. L

4-VIT

Photo Finish
At State Fair

Nearl l,000pe0PIe athered
at the Alaska Stale Fair race
track in Palmer over the
weekend to watch 22 horses
charge across the finish line
withone race so close only the
?hoto_fmlsh camera could tell
he winner. Great interest has
generated among the crowd in
racm_%. , ,

Friday night the 220 winner
was Pow Wow Gidget owned
by Ellis Enterprises and rid-
den by Dana Richmond;
second” Thanks Doc, owner
Jinx Coster, jockey Sissy
Melton, third was Dungaree
ridden by Steve Clark and
owned by Dennis Clark. In the
350, Doc won over Pow Wow

idget. :
Tﬁe MO saw Babe's Twmi
owned and ridden by Cecl
Premus_take the race with
TnPIe Tuff owned by Len
Melton, ridden by Hoot Melton,
hot on his heels and Moon's
Hotshot. Ellis Enterprises and
jockey Dana Richmond taking
third. Just a Bird and Mac's
Little Kid also ran,

General Bars ridden by Bob
McCarthy, owner Dennis
Clark, won over Nile Queen
ridden by Kris Kuetman,
owned b¥ Emmett Roetman.
Bothare thoroughbreds.

An exciting cow pony race

with-eight entries had only a
third place winner, Danny
owned and ridden by Kelly
Wilson. The first and” second
place. animals were
disqualified for fouls.

Outstanding weather con-
tributed to standing room only
for Saturday afternioon racing.
Pow Wow Gidget took 1hanks
Docand Ragged Annowucdby
Esther Erikson and ridden by
Terry Erickson inthe 220.

The next racing date will be
Saturday and Sunday at 2p.m.
on July 6 and 7. Race horse
owners may practice ui the
Alaska State Fair, Inc. race
track one mile from Palmeron
Tuesday and Thursday
evenings. 7:30-9:30 ?ln. and
Sunday afternoon from 21
E.m. (except on racm%days[).

d Premus will be the gate
keeperwhile Vernon France is
onvacation.
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DATE: February 26, 1987

TO: House HESS Committee

FROM: Representative Ron Larson -
tiyCr

SUBJ: CS for House Bill No. 32 <

Following is a sectional analysis of the changes to
HB 32 as effected by CS for HB 32.

Section 1. Sec. 05.40.010. page 1:

Lines 14-15: "The Alaska. Racing Commission (heretofore "the
commission®) 1is composed of five members appointed by the
governor." In HB 32 the commission was to be appointed by
the governor and confirmed by the legislature in joint
session. The Division of Legal Affairs advises that the
requirement for legislative approval 1is unconstitutional.

Lines 16-18: Requires three members to "have experience 1in
the regulation, supervision, or conduct of parimutuel
wagering, horse racing, or team dog racing.”"™ This language

assures experienced members on the commission.

Lines 25-26: Adds stipulation that a person may not serve
on the commission if previously convicted of an offense
defined by a municipal or federal law comparable to an
offense defined by AS 05.40.200 or AS 11.66.200 - 11.66.280
(HB 32 only referred to other state law). This language
simply broadens the coverage of the provision.

Lines 27-28: A person may not serve as a commission member
until after the investigation required under AS 18.65.080.
This clause prevents a person from serving on the commission
before being properly investigated and approved.

Section 1. Sec. 05.40.020. page 2:

Lines 1-2: Provides that commission members will serve
staggered terms of four years. HB 32 did not provide for



page 2

staggered terms; it stipulated only that members would serve
four year terms.

Section 1. Sec. 05.40.030. page 2:

Lines 5-13: Further clarifies reasons why the governor may
remove a member of the commission (incompetence and
misconduct in office) and sets out the procedures for that
removal.

Lines 14-16: Adds language allowing the governor to suspend
a commission member pending removal from office. HB 32 had
no provisions for suspension.

Section 1. Sec. 05.40.040, page 2:

Lines 22-25: Provides that, 1in addition to per diem and
travel expenses, a commission member will be compensated
$100 per day for performing duties as a race meet observer.
This provision provides incentive for commission members to
participate as race observers.

Section 1. Sec. 05.40.060. page 3:

Lines 1-2: Simplifies wording of commission®s jurisdiction
to "a race meet authorized under this chapter”™ (under HB 32,
"a meeting where horse racing or team dog racing 1is
authorized under this chapter for a stake, purse, or
reward").

Section 1. Sec. 05.40.070. page 3:

Lines 8-11: Under the adoption of regulations by the
commission, adds regulations concerning the immediate
suspension of the license of a person during an
investigation. Again, HB 32 had no provision for
suspension. This clause tightens up the oversight role of
the commission.

Section 1. Sec. 05.40.080. page 4:

Lines 22-23: Omits words "Violation of a regulation of the
commission is punishable under AS 05.40.200." The omission
simply rids the bill of a redundancy.

Section 1. Sec. 05.40.110. pages 4-5:
Line 1, page 4, and Lines 1-4, page 5: HB 32 provided only,

that a person could not conduct a race meet without a valid
license. The CS provides that a person operating
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concessions at a race meet must also be licensed. HB 32 did
not stipulate the length of time a license would remain
valid without renewal and did not provide for revocation or
suspension of the license. The CS sets the validity of a
license at three years and provides for revocation and
suspension. The added language provides for greater
oversight by the commission and the public (lines 22-23
provides for a public hearing and municipal approval for
renewal) .

Lines 5-7: Added language clarifies the operation of
concessions at a race meet.

Lines 9-11: HB 32 did not stipulate the length of time a
race participant®s license would remain valid and did not
provide for revocation or suspension. The CS does both,
setting the validity of a participant®s license at one year.

Lines 12-13: New language stipulates that a license may not
be issued until after an investigation required under AS
18.65.080 is completed.

Note: All modifications made in Sec. 05.40.110 are an
attempt to tighten oversight of race meets.

Section 1. Sec. 04.40.120, page b5:

Lines 15-22: HB 32 provided that a license to conduct a
race meet within a municipality could be issued only after
the voters of the municipality approve a referendum
authorizing parimutuel wagering and races. The CS"s new
language provides for a two step process for issuing such a
license- approval of a referendum and the approval by the
municipal governing board after a public hearing. It also
provides for renewal of a license- again, with the approval
of the municipal governing board after a public hearing.

Section 1. Sec. 05.40.130. pages 5-6:

This new language establishes how the parimutuel pool will
be distributed and allows the commission (by regulation) "to
adjust the distribution of the parimutuel pool as necessary
to promote efficient and successful race meets."

Section 1. Sec. 05.40.140, page 6;

This new language requires that the licensee conducting a
race meet report to the commission within 30 days after a
race (the distribution of the parimutuel pool and the
proceeds of concessions).
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Section 1. Sec. 05.40.150. page 6:

This new language provides for a paid observer of a race
meet the"day before, the day of, and the day after the meet
is held.

Note: Sections 140 & 150 provide for tighter oversight of
race meets.

Article 4. General Provisions, page 7-8:

Note: Article 4 of the CS combines Article 4 and 5 of the

original HB 32. It also changes the sectional numbering
from 05.40.250 through 05.40.300 to 05.40.900 through
05.40.990. These changes are simply a technical changes

reflecting drafting style.
Section 1. Sec. 05.40.990:. page 8:

Line 1: Changes HB 32"s defining of "meeting" or "meet" to
"race meet" (though the actual definition stays the same).

Section 5:
Lines 21-23: Changes the initial appointment of members to

the commission from 30 days to 90 days after the effective
date.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 9, 1987
SUBJECT: Section-by-section analysis of HB 32
TO: Representative Ron Larson

FROM: George Utermohlenr/"

Legislative Counsel

The following memorandum is the section-by-section analysis
requested by Larry Bussone of your staff.

Please note that a sectional analysis or summary of a bill
should not be considered an authoritative interpretation of
the bill, and the bill i1tself is the best statement of its
contents.

Section 1. Section 1 of the bill provides for the creation
of a commission to regulate racing and parimutuel wagering

Sec. 05.40.010 establishes the Alaska Racing Commission in
the Department of Revenue. The commission is composed of
five members appointed by the governor and confirmed by the
legislature. Members of the commission must be residents of
the state. A person may not be appointed to the commission
if that person has been convicted of a felony or gambling
offense. The commission members elect the chairman.

Sec. 05.40.020 sets the term of appointment to the commis—
sion

Sec. 05.40.030 establishes procedures for removal of a
member from the commission.

Sec 05.40.040 provides that members of the commission re—
ceive no salary but do receive per diem and travel expenses
authorized for boards and commissions.

Sec. 05.40.050 sets the quorum for the commission at three
members.



Representative Larson
February 9, 1987
Page 2

Sec. 05.40.060 describes the jurisdiction of the commission
over persons conducting or participating in a horse race or
team dog race authorized by the commission where a stake or
purse or reward is offered.

Sec. 05.40.070 sets out the duties and powers of the commis—
sion. The commission shall adopt regulations concerning
licenses for persons subject to the jurisdiction of the com—
mission, appointment of officials to monitor races, dis—
tribution of the parimutuel pool, veterinary standards for
races, the equipment used for parimutuel wagering, auditing
procedures, and other matters related to horse racing, team
dog racing, and parimutuel wagering. The commission shall
also license races, inspect race tracks and racing animals,
establish standards for equipment used in team dog racing,

_establish racing dates and durations, sanction racing at
Ispecific locations, set fees, make an annual report to the

/ commissioner of revenue and the legislature by February 1 of
each year, keep detailed records of race meets and all col—
lections and disbursements, and supervise parimutuel pools.

The commission may hire staff, compel witnesses to appear
before the commission, compel production of documents of
licensed racetracks, and appoint hearing officers.

Sec. 05.40.080 provides that the Attorney General will en—
force the regulations of the commission.

Sec. 05.40.090 provides that the records of the commission
are public.

sc. 05.40.100 provides that money received by the commis-
ion shall be paid into the state®s general fund.

/*"Sec 05.40.110 requires that a person conducting or partic-

J ipating in a race meet be licensed by the commission. A
person convicted of a felony or a gambling offense may not
receive a license to conduct or to participate in a race

\meet.

Sec. 05.40.120 prohibits the commission from sactioning a

race within a municipality unless the voters of the munic-

ipality have approved a referendum authorizing parimutuel
/wagering on horse and team dog team races within the munic-
Cipality.



Representative Larson
February 9, 1987
Page 3

Sec. 05.40.200 established prohibited acts and penalties.
It is a class A misdemeanor to

1) violate a regulation of the commission 1f no effect on
the outcome of a race licensed by the commission was
intended;

2) record, report, register, or place a wager on a horse
race or team dog race except as provided under the authority
of the commission;

3) permit a person under 18 years of age to place a wager.

A class A misdemeanor 1is punishable by imprisonment of not
more that one year or a fine of-not more than $5,000 or
both.

It is a class C felony to violate a provision of AS 05.40 or
a regulation of the commission with the intent to affect the
outcome of a race. A class C felony 1is punishable by
imprisonment of not more than five years or a fine of not
more than $50,000, or both.

Sec 05.40.250 provides that the commission is subject to the
Administrative Procedures Act.

Sec. 05.40.260 provides that members of the commission are
subject to the prohibitions against conflict of interest.

Sec. 05.40.300 establishes definitions for "breakagell, "com—
mission™, "harness race", "horse race", "meeting" or "meet",
"parimutuel™, and "team dog race".

Sec. 2. Section 2 of the bill amends AS 18.65.080 by
providing that the Department of Safety shall investigate
whether a person appointed to the commission, employed by
the commission, or employed as a race official, race
employee, or veterinarian has been convicted of a felony or
a gambling offense.

Sec. 3. Section 3 of the bill amends AS 39.50.200(b) to
include the Alaska Racing Commission within the definition
of "state commission or board" so that members of the
commission are subject to prohibitions against conflict of
interest.



Representative Larson
February 9, 1987
Page 4

Sec. 4. Section 4 of the bill amends AS 44.62.330(a) so
that the Alaska Racing Commission is subject to the
procedures applicable to administrative adjudication under
AS 44.62.330 - 44.62.630.

Sec. 5. Section 5 of the bill imposes a duty on the
governor to appoint the initial members of the commission
within 30 days after the effective date of this Act.

GU:csh
c7/052



Performance horse

Parimutuel wagering:
A look at where it’s at

(Sea ralaltd atoiy and labtaa on piga 52)
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States share in pot

Nut only is playing. lhe

Imrscs i Popular activity
among nice rans, but |t’salpro-
fitable one for the states that
Fermn it as well (as illustrated
n the tahle at right).
I Ifisfi, parimutuel Wa%er-
|nq gonuraleil more Uian $525
million in revenue to the stile
governments, each of which
earns a|iereentnge of the total
letting ~ handle” from each
licensed tnc(< within that
state. )

The amount taken in by each
state varies. Michigan, forex-
ample, receives 6 percent of

the handle and Arkansas
receives 531 percent, while
most states use a sliding scale
to determine their respective
shares.

In certain states, parimutuel
revenue is earmarked for
specific purposes, such as in
|daho where as much as 2'k
percent goes to the public
schools.

The information in this story
and the a_ccompanﬁln tables
were provided bét e National
Association of State Hacing
Commissioners.

RACES/HANDLES 1985

State No.Racaa Handle
Arizona 2092 61110696 Nebraska 2,663 214364.635
Arkansas  eoe 165133645 New Hamp 2506 97372674
California 9.823 2333829913 New Jars 7,020 1,012.900.608
Colorado 07 1104067 New Mox 4,663  144.3U6.843
Delaware 4,163  107,695503 New York ta425 1696.187,321
Florida s.ue 4672325633 Otilo 9,696  406,242666
Idaho 1135 9,114942 Oklahomc 1951  41,692.964
Illinois 11535 .933.334,6B3 Oregon 2383 43,060,751
lowa 255 2,052,406 Penn 10603 422,430,966
Kontucky ~a735 321,799.643 SoOakota 363  1.140.001
Louisiana 7,611 5632343912 Vermont 89 728,199
Maine 3669 35,949,724 Wash 3,656  200.222,633
Maryland ~ 6.M4 466744606 Waal Va 4634  114.391709
Mass 5247 271007190 Wyoming 777 17,351,655
Michigan ~ 7.30L 375971066 Now York OTD 1312,334,766
Minnesota 762 64210621 Coon 078 160,956,025
Montana 1330  11,606.656 TolBIS  143.137 12,222,343.367
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TOTAL REVENUE TO GOVERNMENT

Slate
Arinina
Arkansas
California
Colorado

Tolal

2.794.683
12.041.181
148.502.206
192.399

Conneclicul-OIB 12.607,215

Delaware
Florida
Idaho
lllinois
lowa

Kentucky
Louisiana
Maine
Maryland
Massachusetts

Michigan
Minnesota
Montana
Nebraska

New Hampshire

New Jersey
New Mexico
New Yoik
NewYork-OIB
Ohio
Oklahoma
Oregon
Pennsylvania
Soulh Oakola
Vermont

Washington
West Virginia
Wyoming

Totals

852.987
13.131,170
355.545
60.924.323
73.238

12.464545
24 326.856

589583
10,970.396
13.691.695

24.402.929
4567.997
233579
11.682.057
2.220,295

8.693.998
2.406.455
82,749.528
128.154.561
16,598.473

3.006 377
1.376,076
12.148.304
41.358
28.119

9.390.674
3.605.609
133.207

625,159.697

Thoroughbred

12.041,181
128.309.325

413.655
11.909.216

35.646.237

** 10706569

23.643529
9.334.059
11563.409

7.828.492
4.567.997

Harness

4.191.415

439.132
1.200.306

25.278086
73238
1,757.976
589583

1.636.337
2.102.266

16.496.776

11.657.767 =

2.023.488

4.10B.863

59.276.216
98.679.012
9.285.244

7,602.759

3.805.609

152,428.847 ~

196.807
4.585,135
23.473.312

29.475549
7.313.229

4.545.625
28.119

3.116

123.386527

MO

Qtr Horse "Mncd
' 2.794.683
6725 152 9276314
192.398
12 607.215
21.648
3555-15
683.327
77.661
233579
24.270
2406.455
*3006 377
+1.378076
41.358
9387558
133207
7*724.456 41,620 367
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM May 5, 1987

SUBJECT: Section-by-section analysis of CSHB 32( )
TO: Representative Ron Larson

FROM: George Utermohle, $y

Legislative Counsel

The following memorandum is the section-by-section analysis
of CSHB 32( ) requested by Barbara Hunt of your staff.

Please note that a section-by-section analysis or summary of
a bill should not be considered an authoritative interpreta—
tion of the bill. The bill itself is the best statement of
its contents.

Section 1. Section 1 of the bill provides for the creation
of a commission to regulate racing and parimutuel wagering

ARTICLE 1. ALASKA RACING COMMISSION

Sec. 05.40.010 establishes the Alaska Racing Commission in
the Department of Revenue. The commission is composed of
five members appointed by the governor. One member of the
commission shall have experience in the regulation, super—
vision, or conduct of parimutuel wagering, horse racing, or
team dog racing, one member shall have experience in law
enforcement, one member shall have experience in bookkeeping
or accounting, and two members shall be public members.
Members of the commission must be residents of the state. A
person may not be appointed to the commission if that person
has been convicted of a felony or gambling offense. A person
may not serve as a member of the commission until a back-—
ground check is completed by the Department of Public Safety.
The commission members elect the chairman. Three members of
the commission constitute a quorum.

Sec. 05.40.020 sets the term of appointment to the commis—
sion at four years.



Representative Larson
Page
May 5, 1987

Sec. 05.40.030 establishes procedures for removal of a member
from the commission.

Sec 05.40.040 provides that members of the commission re—
ceive no salary but do receive per diem and travel expenses
authorized for boards and commissions when the members are
serving on the board. Board members may receive $100 a day
when they serve as race meet observers.

Sec. 05.40.050 sets out the duties and powers of the commis—
sion. The commission shall adopt regulations concerning
licenses and special permits for persons subject to the
jurisdiction of the commission, appointment of officials to
monitor races, distribution of the parimutuel pool, veteri—
nary standards for races, the equipment used for parimutuel
wagering, auditing procedures, and other matters related to
horse racing, team dog racing, and parimutuel wagering. The
commission shall also regulate races, inspect race tracks

and racing animals, establish standards for equipment used

in team dog racing, establish racing dates and durations,
sanction racing at specific locations, set fees, make an
annual report to the commissioner of revenue and the legis—
lature by April 15 of each year, keep detailed records of
race meets and all collections and disbursements, and super—
vise parimutuel pools.

The commission may hire staff, compel witnesses to appear
before the commission, compel production of documents of
race meet operators, appoint hearing officers, and 1impose,
by regulation an admission surcharge for races meets without
regard to whether the race track charges admission.

Sec. 05.40.060 provides that the Attorney General will en—
force the regulations of the commission.

Sec. 05.40.070 provides that the records of the commission
are public.

Sec. 05.40.080 provides that money received by the commis—
sion shall be paid into the state®"s general fund.

ARTICLE 2 RACE MEETS

Sec 05.40.100 requires that a person conducting a race meet
be licensed by the commission. A race meet operator”s
license is valid for three years unless revoked or
suspended. The race meet operator has the exclusive right
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to operate or contract for the operation of concessions at
the site of the race meet. A person convicted of a felony
or a gambling offense may not receive a license to conduct
a race meet.

Sec. 05.04.110 provides that a person may not participate 1in
a race meet as an animal owner, trainer, jockey, driver,
attendant, groom, stable or kennel person, veterinarian,
employee of the race meet operator, concessionnaire, or con—
cession employee without receiving a special permit issued

by the commission. A special permit is valid for one year
unless revoked or suspended.

Sec. 05.40.120 prohibits the commission from sanctioning a
race within a municipality unless the voters of the munic—
ipality have approved a referendum authorizing parimutuel
wagering on horse and team dog team races within the munic—
ipality and the municipality, after holding a public hear—
ing, approves issuance or renewal of the license.

Sec. 05.40.130 provides that the parimutuel pool shall be
distributed 65 percent to the holders of winning tickets, 15
percent to the race meet operator, 10 percent as purse money,
and 10 percent to the commission. The amount of the pool
distributed to holders of winning tickets shall be at least
65 percent and may be increased by the commission if the
commission finds that it is necessary to promote efficient
and successful race meets. The commission may adjust the
distribution of the remaining 35 percent of the pool among
purse money, the race meet operator, and the commission as
necessary.

Sec. 05.40.140 provides that the race meet operator shall
report to the commission within 30 days after each race on
the distribution of the parimutuel pool. The race meet
operator shall report to the commission on the operation and
proceeds of concessions at the site of the race meet within
30 days after the end of the race meet.

Sec. 05.40.150 provides that the commission may appoint
persons, 1including members of the commission, to serve as
observers of race meets. An observer shall be present at
the site of a race meet on the day before, the day after,
and during the race meet.
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ARTICLE 3. PROHIBITED ACTS AND PENALTIES

Sec. 05.A0.200 establishes prohibited acts and penalties.
It is a class A misdemeanor to

1) violate a regulation of the commission if no effect on
the outcome of a race licensed by the commission was intended;

2) record, report, register, or place a wager on a horse
race or team dog race except as provided under the authority
of the commission;

3) permit a person under 18 years of age to place a wager.

A class A misdemeanor 1is punishable by imprisonment of not
more that one year or a fine of not more than $5,000 or both.

It is a class C felony to violate a provision of AS 05.A0 or

a regulation of the commission with the intent to affect the
outcome of a race. A class C felony 1is punishable by imprison
ment of not more than five years or a fine of not more than
$50,000, or both.

ARTICLE A. GENERAL PROVISIONS

Sec 05.A0.900 provides that the commission is subject to the
Administrative Procedure Act.

Sec. 05.A0.910 provides that members of the commission are
subject to the prohibitions against conflict of interest.

Sec. 05.A0.990 establishes definitions for "breakage™, "com-—
mission”™, "harness race"™, "horse race", "parimutuel”, "race
meet"™, "race meet operator”, "special permit”, and "team dog
race".

Sec. 2. Section 2 of the bill amends AS 18.65.080 by
providing that the Department of Safety shall investigate
whether a person appointed to the commission, a person
employed by the commission, a race official, a race meet
operator, or a person required to obtain a special permit
has been convicted of a felony or a gambling offense.

Sec. 3. Section 3 of the bill amends AS 39.50.200(b) to
include the Alaska Racing Commission within the definition
of "state commission or Board" so that members of the com—
mission are subject to prohibitions against conflict of
interest.
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Sec. 4. Section 4 of the bill amends AS 44.62.330(a) so
that the Alaska Racing Commission is subject to the proce—
dures applicable to administrative adjudication under AS
44_.62.330 - 44.62.630.

Sec. 5. Section 5 of the bill imposes a duty on the governor
to appoint the initial members of the commission within 120
days after the effective date of this Act.

GU:mkr
ml 1/113



BILL NO: HB 32 DATE: 2/20/87

TITLE'™An Act establishing the Alaska CONTACT: James D. Vaden

Racing Commission and Deputy Commissioner
parimutuel wagering"
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X HB 32 will legalize parimutuel betting at dog and horse races and generate

H 0 revenues for the general fund.

Ot M

< This Department.would be directly affected by the requirement to provide

Oh « background checks under Section 2, AS 18.65.080(b)(2). of this bill.

W o3

Q Oh Add sub-paragraph "c" to AS 18.65.080: "(c) Investigative reports required
by this section will be maintained by the Department of Public Safety as
confidential records, but are subject to review by the Commission."

it The Department of Public Safety has no position on this bill.

William R. Nix
Acting Commissioner
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For thefirst time in over 50
years, Texas lawmakers in a
speual sessmn voted infavor
ofa racm% [for the

Lone Star Stale, granting the
long-awaited opportunityfor
citizens to vote on the issue
in a statewide referendum.
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-TEXAS LEGISLATURE

APPROVES PARI-MUTUEL
HORSE RACING

by Anne Lang

t survived several tense rounds
I of voting in both the House and

the Senate, where it hadn't survived

since 1933.

It survived the proposal (and
subsequent defeat) of numerous
amendments, some similar to the
amendments that managed to kill it
in 1985.

It survived the threat of a
filibuster, and the poised-pen, Final
Hour deliberation of a governor
seemingly determined to veto it.

If survival is indeed destined for
the fittest, then the Texas pari-
mutuel bill is one sound racehorse.
This bruised, battered yet trium-
phant piece of legislation survived
all these obstacles and more, and it
wasn't even on the original agenda.

, For the first time in over 50 years
the Texas Legislature approved a
pari-mutuel racing bill during a
special budget session — finally
allowing the voters a chance to say
yea or nay on the issue in a
statewide referendum next fall.

Il the pari-mutuel bill could with-
stand the assault of all those bar-
ners and still pull up sound, can't

that significant progress be viewed
as an omen of success destined to
continue through the- final stretch
and well past the wire?

Ricky Knox thinks so. The Texas
Horse Racing Association's exec-
utive director iselated and relieved
about the outcome of the recent
legislative action, and is locking
ahead with guarded optimism.

"l fell pretty good,” Knox declared
on September 29, several days after
Governor Mark White made his
decision to let the bill become law
without his signature. "I'm just glad
it's over with. There's more a feeling
of relief than anything else; to know
that you don’t have to go back up to
the Capitol and work 181 members
of the legislature.”

This is the second consecutive
pari-mutuel battle for Knox. In
1985, he headed up lobbying efforts
for a bill that was prematurely re-
jected by pro-racing and anti-racing
legislators alike for being too
weighted down with minority and
special program provisions, the
language of which was too vague to
suit amendment advocates and too

Decembu 1986/31



binding to satisfy the others.

The disappointed racing lobbyists
learned from that experience,
however, reconstructing a new bill
that earmarked all of the state's
share of the pari-mutuel handlePTo-
go stoward ths”eneral lund. This
proved to be a wise move. |

A brief review of recent events:
Texas' ailing oil economy- has
been a major contributor to a state
deficit that had climbed to an
alarming $3.5 billion as of late last
spring, prompting Governor
White to call a special session of
the legislator on August 6 to deal
with the crisis. Among the
proposed remedies on the gover-
nor's agenda was a state income
twr, and a temporary sales

""Pari-mutuel horse racing, which!
White has always staunchlyl
opposed on moral grounds and
Which was not expected to be

ught up due to its delayed effect

the state's e'conomy, was

ered in via the "back door" by j

. Hugo Berlanga when it ap-<

d that the session was going

.V|rtually nowhere in its aim to

uce the deficit. Lt. Governor Bill

bby and House Speaker Gib

wis agreed to 'add-the bill to the
enda- " ~

Before surprlsed horsemen
around the state even finished their
double-takas at the news, the 51U
was promptly subjected to _the

legislative process and, ironically®
came to be the only piece ot legisla-
tion to be actedjuB2n-inJhejH?t
special session.

White"then had 20 days to either
veto the bill, sign itinto law or let it
become law without his signature.
On Day Twenty (September 24), He
chose the_latter option; the next

*step, according to the bill, calls for
a statewide referendum, to be
followed (if passed) by local-option
elections in each Texas county that
desires to conduct pari-mutuel
horse racingT

The bad news: because pari-
mutuel failed .to register a two-
thirds majority vote in either
chamber, it was not included on the
general election ballot this
November, which includes the
gubernatorial election. (Hence:
high voter turnout.) The good news:
it will be subjected to a statewide
referendum vote in November 1987,
giving pari-mutuel advocates an en-
tire year to drum up support for rac-
ing and to educate the public on the

unlimited benefits the potentially
enlarged horse industry will have on
the state.

Knox said the lobbying team
was not as surprised as the public
was about the inclusion of the
pari-mutuel issue during the
special session, nor about the
ultimate outcome.

Even horse racing opponents
were helpful in pushing through the
bill, Knox pointed out, because they
were tired of the issue being in-
troduced every session and taking'
up valuable legislative time that!

could, in their estimation, be better |
spent -on the immediate budget ]

situation, and other pressing issues.
Many of those opponents urged
White not to veto tne bill, because

" they wanted to get it nut to thpppo.

idle for a vote, "once and for al."

"Knox said. "They're going to have

major financial issues coming up
in January, and no one wanted to
see this issue back oh the floor at
that time." ¢

In reviewing the collective factors
that led to eventual passage, Knox

named education and awareness as .

major mntnhntnrstn thp m”~oma
ExtMisive, continuous—efforts bv

horsemen, legislative nrrvpgnentR.
(such as Speaker Lewis, Lt. Gov.
Hobby, Rep. Berlanga, Sen. lke
Hams, Rep. Lloyd Criss and others)

. and lobbyists to illustrate the

benefits ol horse racing as an entire,
new industry for the state finally
paid off at the Capitol.

"A lotofpeople tie the passage of
the bill to the state's economic con-
dition, and | really don't think that
was the case," Knox stated. "I think
that if you talk to the other lobbyists
— Bob Johnson, Hilary Doran and
Rob Johnson — they'll agree that
the economy was not the major
reason it passed. A lot of it was due
t0 the work that*s been done in the
past to educate the legislators aboiu.
the potential maustrv as a whnip
and that pari-mutuel goes bevond-
just waoenng at :ne tracxs.”

White s decision to let the bill
become law was highly influenced
by the people of Texas, Knox said.
Horsemen's letters and phone cails
received by the governor's office
had a major impact, and "really got
his attention." Similar supportive
input (dunng the 20-day post
passage period) from the generai
public all. across Texas was also
very strong.

Although White has declared he
will actively work against the hill
between now and the statewide
referendum, his opponent in the up-
coming gubernatorial race/ former
Texas Governor Bill Clements, has
taken a neutral stance on the issue
and will probably remain that way i:
elected, Knox predicts, publically
speaking neither for nor .against
pari-mutuel. Clements' position ail
along has been in favor of letting
the issue come to a vote of the peo-
ple, he added, and a sudden change
of attitude is not expected.

Not surprisingly, having to'wait
another year for the siaiewiae
referendum is going to result in in
creased expenditure of both money
and man-hours, Knox said, in order
to effectively promote the issue.

If pari-mutuel passes in the
statewide referendum next fail, the
next likely step will be the local-
option elections in each of Texas
254 counties. (Only those counties
that"desire to conduct pan-mutuei
horse racing will be required to hcia
elections.) Tha-foill limits ClassJ
tracks (operational at least 45 aaTs
per year) to counties with dodu.j -
tion?*oKit feast 7=0 000. and arv
adjacent counties™ Smaller :ac<s



(Classes Il and HI) could be
operated in other counties” Jot.
shorter lime penods.

A little-known fact, Knox pointed
out. is that the local-option elec-
tions can conceivably be conducted
before the statewide referendum
takes place, if a county decides to
do so. The statewide referendum is
actually considered to be the final
endorsement of the bill.

How soon after county elections, (
then, can we realistically expect!
completion of the first Class I track's!

"Thats a tough timetable to(
figure out,” Knox said. "So much of
it hinges on when the governor ap-
points the racing commission, and
how much effort the commissioners ,
have put into visiting other'U.S. |
tracks, hiring their staff,
establishing their ground rules foi*_
licensing procedures, and so forth,
If the racing commission is ap-
pointed in, say, February of 1987]
and they immediately begin the/
process of educating themselves on
the subject of racing and
establishing their rules, then ideally”
it would go as follows:

"November 1987, statewide
referendum. February, March- or
April 1988, local-option election in
a Class | county. Then, if the poten-
tial developers and financial plan-
ners have been doing their
homework — getting an option on
the proposed land, full architectural
renderings, financial plans — if all
thosejactors were put,together and
everyone was ™ jpry their,wnrlf ynn

the track, with the remaining 82
percent :c_he divided ,-nfinnry ~
winning ticketsL Six percent was
norenouqgh to allow Track owners (g
feasibly maintain a ClpgeJ facility,
rtST~even _to ~beqirL constTuctinn
Texas learned frorn Oklahoma's
mistake, Knox declared.

"The Texas Senate Bill 15 calls
for a 5-J5-8 split on a straight
wager; on a*multiple wager it's a
5-5-j0." Knox explained. "The
financial projections ve reviewed
before we began constructing the
bill indicated that our takeout
structure is financially feasible for
operating a track.

"l think we've learned fn-m
Oklahoma that v”n An fr,
have a (inancijiUy-
takeout, but you also have to hfv**a
Takeout structure that makes *wr-
statp cal|g(iofi gatting
enough benefit from pari-mutuel ta
allow it to take place,” Knox saidT
’So we tried to iind a compromise.
Originally, in the 1983 and 1985
bills, the legislation called for a
5-5-5 takeout, which was financially
unworkable, so we increased the
track's take to eigfif percent"To
make sure that firsTcTass facilities
can be built and maintained:"

A fully

.debate, bill co-soonsor Ilkp.Ham;

forecasted that pari-mutuel wpgnr.
mg alone wlirnToViHRINPir*-TmtnATr

Jg-fae-slates general revenue ac-

Sguntby the year 1991 A Texas
Department of Agriculture study
snow3~lhat pari-mutuel will boosi.
the farm economy hy
$713 million, and will bring 7.5 OOP
new, horses to the ctat*-.

"I wish lhera-was some wav to
calculate the effect of = *hQ
satellite industries'!—tourism, horse

safes, real estate purchases, con-
struction — all those factors and

more th”~t are going"to contribute ta
the_ecojiomy, because | think i&

gomgJ.ORndjip hamg-munore-tkaa—
anyone's projected,”- Knox said.

"The amount of money being spent
in the Texas horse industry even
right now is substantial.

“Twenty years from now, when
we're looking at the Santa Anita of_
HrrtSton, the Santa AnTTa of Da«ee
and the Santa Anita of San An-
tonio, and all the first-rate Class Il
tracks, and all those white fences
and horses galloping across
pastures throughout the state, it's
going to be so exciting to know
that EVERYBODY had a part in
bringing that reality to -5««Sr'4
Knox said.

"Sure, we've got the economic
and climatic conditions here, but
the most important thing is, we have

"might-see, snirieone make applica-
tion to the racing,commission in!'l

operational the spirit of TeXans?'

June of 1988 for a Cl; ‘ense. Jti

even earli if the local-1

options election is held earlier."«<=— j

TOter the license application is 1

submitted, Knox said, the racing
commission has 120" days to act
upon the application. If.they haven't
taken action within that time
period, they can extend their review
time for another 30 days, but they
must take action (to either accept
or reject the application) by the
time those 30 days are up.

Knox said he does not expect
Texas racing to be stalled by any of
the problems that have plagued
Oklahoma since its passage of pari-
mutuel in 1981. Oklahoma's
primary erior was the takeout
structure they established, he said:
it was a 6-6-6 split (six percent gf
the handle to oo to th°® -cnte six
percent! ,ana six percent to

horse industry

in Texas could
be a $1.2

billion-a-year
industry,

~Texas will begin seeing a net nrn.
fit_irom pari-mutuel "prnb.Thiy
'1988," Knox proiected™hich js
wnen someof the ClasTh il
begin their parimutuel oronr.”mc
fa. casT rennrK iH THRA has)
Estimated that fully operational
norse maustrv in Texas hea
S1.2 c:!linp..L.yp.-ir mrrlnelry  “nf]
nopefuiiy grow into a Sin hill.gn.A.
year Ir.austrv-",

During the special session
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December 29, 1986

IMEMORANDUM
T0: Representative Mike Szymanski
ATTN:  Paula Terrel

FROM: Penelope Weyhrauc
Legislative Analyse,

\Y
RE: Parimutuel Wagering
Research Request 87.055

You asked for a discussion of state parimutuel wagering programs and
revenues received from the programs.' You were particularly interested in
state fair parimutuel programs, andin the type of people who attend
parimutuel wagering activities. In regard to Alaska, you were interested
in the amount of,revenues that could be generated by parimutuel wagering in
the state, and whether or not dedicating parimutuel wagering revenue would
violate Alaska's constitutional prohibition on dedicated reveniTes.

Parimutuel Wagering in the United States

In parimutuel wagering events, all bets on a given race are placed in a
common pool, which is proportionallydivided among those holding winning
tickets after the race is run. Parimutuel wagering events are usually
horse and dog races. Some form of horse racing is legal in 36 states, and
is actually in operation in 30 states. Thoroughbred racing is legal in 36
states, harness racing in 28 states and quarter horse racing in 23 states.
Greyhound racing is legal in 15 states and is operative in 14 states.
Attachment A lists by state: parimutuel turnover (gross "handle™), number
of racing days, number of races, and race attendance.

Parimutuel Wagering Revenues. Prior to distributing the pool among the
winners, a specified percentage, or '"takeout", is withheld.- The takeout
percentage in the western states ranges from 15 to 25 percent. -The takeout
percentage may be a constant percentage for all wagering pools or may
depend on the type of bet, track, or type or number of horses. It may also
vary according to whether the meet has a commercial or nonprofit purpose.
The takeout is divided between the horse or dog owners' purses, the track,
and the state in which the racing is conducted. Table 1 lists the western
states and the distribution of the takeout in each state.



State

ARIZONA
Ave. H
Ist
All

Ave. H
Ist
All

CALIFORNIA

Thoi oU<11Im «e<:.
Total Handle $
Total Handle $

Quarterhorses

Harness

Fair Meets
Daily Handle
Daily Handle

COLORADO
Commercial Tracks
Non-profit Tracks
IDAHO

MONTANA

ndle < $200,000
100,000
dditional

? e > $200,000
d

TABLE 1

Takeout Percentages and Distribution
in the Western States

Total Meet
Takeout  State Operator  Purses
18-25 2 15-22
18-25 5 12-19
18-25 3 14-21
18-25 5 12-19
15-19.75 4.U-6.85 5.20-6.ve 4 J0-5.UU
15-19.75 5.7-7.45 4.93-6, a9 4 03-5.47
15-19.75 2.5-5.55 6.16-8, 43 5 04-7.06
16-23.75 1.5-4.79 7.26-12.19 5, 28-8.31
16-20.75 2.0-5.75 ,76-9 32 6 24-9 68
16-20.75 4.65-6.40 5 45-7, 00 5 90-7 34
18.5 3.5 15
22.5-23 4 13 5.5
20-20.75 1.25-2.0 15.5-17.5
20-22 11.6 19

Purse/Breedirig

Supplements

34
34

0-1.4

Other

25-2.25



TABLE 1 (Continued)

Total Meet . Purse/Breeding
State Takeout  State ' Operator Purses eeSupplements Other
NEVADA
State Fair, others receiving
state or local aid 18 1 17
All others 18 8
HEW MEXICO
Daily Handle
1st 250,000 18.75 2 16 15
Amount bet. $250-350,000 18.75 2 155 15
Amount bet. $350-400>, 000 18.75 3, 145 15
Amount over $400,000 18.75 6 12 15
State Fair 18.75 2 16 15
OREGON
Commercial 18-22 4.5-55 6.05-8.75 6.25-6.925 1 ,2
State Fair 19-25 9-2.9 11.5-13.5 5.4-7 .4 1 2
Non-Commercial 16-22 9-2.9 §.5-11.5 5.4-7.4 .2
Non-profit, all others 16-22 1.2-4.2 14.8-17.8
WASHINGTON
Daily Handle
1st $200,000 15-24.5 5-4.0 14.5-20.5
Amount bet. $200-400,000 15-24.5" 1-4.5 14.0-20
Amount over $400,000 15-24.5 4-1.5 11.0-17 1
WYOMING 20 19

pnnprp;; Mat-innal Association of Racing Commissioners, Pari-Mutuei Racing, 1985,
pp. 13-16, and state statutes.

Source: John Houser, "Racing Takgout in the Western States™ Research Monograph 86:153, Oregon legislative Research,
August 13, 1936. I
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As shown in Table 1, the states' percentage of the takeout ranges from .5
to 7.5 percent. Takeout revenues received by sfate governments include
revenues from track licenses, occupational licenses, parimutuel taxes,
breakage (monies- in excess of actual payoffs for winning tickets--cal-
culated to the nearest nickel or dime),” and admission taxes. Attachment B
lists the total revenue and categorized revenue received by states from
parimutuel wagering in 1982.

The states apply their percentage of takeouts from parimutuel wagering to
different purposes. Table 2 lists the western states' application of their
percentage of takeout. State takeout is distributed primarily to a state s
general fund and to the State Racing Commission.  Some states aiso fund
their fair commissions through parimutuel revenues. Attachment C sum-
marizes tax methods applied by states on partimutuel wagering activities.

Parimutuel Wagering Participants

According to a demographic study done by Dr. John ‘'<oza, parimutuel wagering
is most likely to occur among white collar workers with one or more years
of higher education and with household income of S35,000 or more. It is
less likely to occur among black or hispanic persons with household income
of 57,500 or less. According to Dr. Koza, the poor under-participate in
horse racing probably because of the expense of transportation to the races
and the relatively high playing expenses.

In regard toparticular groups involved in parimutuel wagering, Dr. Koza
found that "achievers™ more frequently participate in parimu-tuel wagering
than other groups. Achievers are defined as managers, administrators, ana
leaders in business, government, education, and politics. Dr. \:za
estimates that 22 percent of Americans are achievers. Attachment D lists
gambling groups identified by Dr. Koza and indexes the gambling activities
they frequent.

The Commission on the Review of the National Policy Toward Gambling
prepared information on demographic characteristies of on-track bettors in
1974. Table 3 shows that (in 1974) 14 percent of the adult population bet
on horse races and four percent of the adult population bet on dog races.
Proportionately more men than women bet, with betting increasing as income
and educational levels increased.

The family income and horse race betting chart, (the lower portion of Table
3) shows that families earning under $5,000 a year spent a higher oorcert;
age of their income on horse races than those naming more "oooy.*
However, a 1975 survey completed by the National Gambling Commission erune-
that persons in the under $5,000 family income category had the lowest
level of participation in racetrack betting of any income category.

Whe 1985 Consumer Price Index was 52.6 percent greater than the 1974
Consumer Price Index. 1974 Family Income listed on Table 3 should be
multiplied by 152.6 percent to reach equivalent 1985 income levels. For
example, a family with an income level of under S5.000, becomes a family
with an income level of under $7,630.



TABLE 2
Distribution of State
Takeout Share,

State Use or Recipient Percentage or Amount
Arizona General Fund _ 61%
Agriculture Promotion Fund 12%
Breeders Awards 9.5% o
Fair Racing Betterment Fund 1.5%
Coliseum Sugport Fund 6%
Commission Expenses 4%
California Fairs and Exposition Fund* .63%
General Fund 99.37*
Colorado Commission Expenses varies
General Fund all remaining funds
Idaho Commission Expenses 100%
Montana Commission Expenses 100%
Nevada Commission Expenses varies
County Agriculture Assns. all remaining funds
New Mexico General Fund** 100%
OREGON County Fair Commission 10.5%
Counties $22,000+ each
Various local shows & events $1,000 to $8,000
Commission expenses o varies
OSU School of Vet. Medicine 1% of gross handle
General Fund all remaining funds
Washington General Fund 47%
County fair fund 30%
Commission Expenses 20%
State Trade Fair Fund 3%
Wyoming Commission Expenses 100%

SOURCE: National "Association of Racimg Commissioners,
Pari Mutuel Racing, 1985, pp. 13-16 and state statutes.

* Commission expenses are paid from®" this fund.
** The commission is funded from the general fund.
Source: John Houser, "Racing Takeout in the Western States™ Research
Monograph 86:153, Oregon Legislative Research, August 13, 1986.



TABLE 5-25.-DEMOGRAPHIC CHARACTERISTICS OF
ON-TRACK BETTORS, 1974

Total Sample

Sex
Men
Women
Region
Northeast
North Central
South
West

Income
Under S5.000-
S 5.000-S10.000
S$10.000-S15.000
S15.000-S20.000
S$20.000-S30.000
$30,000 and over

Education
Grade school
High school
Some college
College degree
Age
Under 25
25-44 years
45-64 years
Over 65 years

TABLE 5-26—FAMILY INCOME AND HORSERACE BETTING

Percent who bet at

14

16
12

20
12
10
16

12
10
16

19
21

15
14
23

14
17
13

Residents ot States with legal tracks

Percent who bet

Average annual bet

per bettor
Average annual bet
per capita

Average annual takeout

per ca'pita

eTakeout rate: 16.6%i

Residents of all States

Percent ot income bet
at track in 1974 per capita

Percent ofmcome

taken out per capita

All types of gambling combined
Percent of income bet
in 1974 per capita

Percent of income

taken out per capita

Source:

Horseraces

Dograces

4

oo AN oUW O o N B w Ao N

N O oo

Under * S5.000-
S$5.000 10,000
8.7 155
S186 S294
S16 S46
S2.63 S7.55
0.63 061
0 10" 0.101
2.53 1.55
0.62 0.42
in America.

TABLE 3

si0.000-
15.000

11.2

S396

S44

S7.36

035

0 059

1.07

0.29

Commiss-ion on
Policy Toward Gambling, Washington,

Family income

S$15,000- $20,000-
20,000 - 30.000
17.2 20.9
S577 S294
S99 S01
S16 49 $10 21
0.57 0.25
0.094 0.041
1.1b 0.67
0.23 0.14
the Review

1976.

S30;000
i over

20.3

5436

S88

$14.69

0.22

0.037

1.09

0.18

Total

15.3

S513

<78

513.02

0 50

0033

115

0.25

of the National
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State Parimutuel Wagering Programs

States that allow parimutuel wagering that were surveyed include: Montana,
Oregon, Arizona, California, and Washington. These states allow parimutuel
wagering at their county or state fairs. In general, commercial parimutuel
wagering facilities are more financially successful than state fair pari-
mutuel wagering activities.

Montana. Fairs in Montana often offer horse racing as a fair event.
Statisxical information on horse racing at Montana fairs can be found as
Attachment E. One of the most successful fair racing programs is held in

Great Falls during the State Fair. In 1986,- racing was held for ten days
with :an attendance of 43,000 people (approximately one-third of the neopie
attending .the fair). The total parimutuel handle (i.e. gross revenue)

during this time was 51,193,000.

The takeout for fair races in Montana is 20 percent. Of this amount, the
state takes one percent, purses take between seven and nine percent, ana
the remainder goes to the tracks to pay track overhead. Steve Melov.
Executive Secretary with the Montana Board of Horse Racing, said that (in a
good year) one percent or more remains after paying track overhead. This
profit generally goes to the county operating fund.

Dog racing is not allowed in Montana, though Mr. Meloy believes it would be
a more lucrative parimutuel program than horse racing. He said that
start-up costs, maintenance and overhead costs for dog racing would all be
considerably cheaper than horse racing. He also said that fewer dogs are
required for races than horses; dogs require only a few days between races
to recuperate, while horses require a resting period of ten days to two
weeks between races.

Oregon.  The Oregon State Fair operates a successful hors-e racing program
during fair days. Don Hillman, Deputy Director of the Alaska State Fair,
said that racing events are successful because the fair operates the events
as a business and has been doing.so for over a hundred years. In  1986.
racing was held for 11 days with an attendance of 67,500 people (approxi-
mately nine percent of the people attending the fair). The total pari-
mutuel handle during this time was $2,228,659.
(HX5/ € ts)

ihe takeout for fair races in Oregon is 19 percent. Of this amount, the
State Fair takes 11 percent, purses take 5.4 percent, .9. percent goes to
the State Racing Commission, and the remainder is divided between special
tra&k improvements and people raising race horses in Oregon. Mr. Hillman
said that the state usually takes five to six percent of the takeout on

commercial tracks.

Dwight Butz, also with the Oregon State Fair, said that maintaining and
operating horse racing facilities 1is very expensive. Initial start-up
expenses at a minimum include: track surface--a hard base topped by four
inches of a fairly loose sand and soil mixture, grandstand and backstretch
construction, wagering equipment, and stables. Operating expenses include
horse trainers, dockers and timers, staff to operate parimutuel equipment,
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officials, judges, and concession staff as well as maintenance. Statis-
tical information on horse racing at the Oregon State Fair in 1985 appears
as Attachment F. The 1985 actual figures list iTorse racing revenue and
expenditures for the 36 days racing occurred at the fairgrounds.

Arizona. The State Department of Racing allows horse racing at county
fairs for four days a year at each fair. The state provides some of the
staff..necessary to conduct the races and supplies funding for capital
improvements for fair racing. State aid for fair racing totals
approximately $1 million a year. According to Dawn Sinclair, Assistant
Director of the Department of Racing, some county fairs make as little as
$2,000 in profit a year from racing events. Statistical information on
county fair horse racing in Arizona appears as Attachment G. Ms. Sinclair
said that areas surrounding fairs usually experience an increase in hotel
and restaurant use, and veterinarian services.

California. Lynn Foote, Executive Secretary for the California Horse
Racing Board, said that horse racing has been successful in the past, but
rising costs, an increase in the number of private racetracks and the state
lottery has decreased horse racing attendance. Mr. Foote said that
operating fair races is costly and many county racing facilities are run
down as a result of inadequate funding for repair. He also said that
because racing at county fairs is not an on-going or important fair event,
track staff often lack expertise needed to successfully operate parimutuel
races. Mr. Foote believes that racing is more successful if handled by a
private entity. Statistical information on fair races in California can be
found as Attachment H.

Washington. ~ Washington state and county fairs are authorized to ooerate
horse racing during fair days. A percentage of state taxes on wagering is
divided among the fairs. No parimutuel wagering revenue is retained” by
local governments.  Will Bachofner, Executive Secretary of the Washington
State Horse Racing Commission, said that a considerable amount of state aia
is required to regulate and supervise fair racing, probably because fair
racing does not generate enough revenue to support itself. Mr. Bachofner
believes this is because only a limited number of the people who watch-
racing actually place bets. Mr. Bachofner does not believe that areas
surrounding fairs are significantly affected as a result of racing events.

Mr. Bachofner said that for a fair race to make a profit in the first few
years, established race horses would have to be run. He does not believe
that people will bet on horses that do not have records or a history. Mr.
Bachofner also said that start-up and operating costs for horse racing are
more expensive than for dog racing. Limited facilities are needed for
dogs, while horses require more elaborate stables and equipment.

Parimutuel Wagering in Alaska

Parimutuel wagering is currently not allowed in Alaska. There is interest
by some groups in Alaska in legalizing parimutuel wagering on horse racing
and dog sprint, sled, and chariot racing. Marsha Melton, Manager of the
Alaska State Tair, is interested in seeing parimutuel racing as an event
offered by the State fair.
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Horse Racing. According to Richard Tozier, President of the Alaska Sled
Dog Racing Association, horse racing occurred at the state fair as recently
as ten years ago. At that time, race horses were raised in the area,
although there are currently few race horses in Alaska. Ms. Melton said
that a 5/8-mile race track and stables that house 102 horses are already
installed at the fairgrounds. The track requires some remodelling and
additional stalls (perhaps 200) if racing were to occur again. Ms. Melton
also said that some Alaskans own race horses, but keep them out of state.
She believes that if racing were offered at the fair, these horses would be
brought up to Alaska to race. Ms. Melton believes that offering racing at
the state fair would increase revenue to the local economy.

Dog Racing. Sled dog racing is an established activity in Alaska, but
greyhound and chariot dog races are unfamiliar to the state. Mr. Tozier,
speaking for the Alaska Sled Dog Racing Association, said that the
association believes a one_-mile, open-to-view track would be necessary for
parimutuel wagering on sled dog and chariot dog races. Races that are not
open to. view could not be regulated and bettors might not want to risk
money on an unregulated race. Mr. Tozier suggested Palmer, Fairbanks, ana
Anchorage as potential track locations.

Projected Revenues from Parimutuel Wagering. It is difficult to project
revenues from parimutuel wagering in Alaska because it differs from other
states with parimutuel wagering programs. Many race tracks in other states
have race participants, spectators and bettors who travel to races in

different states. It rs not known how many horsemen would bring their
horses to Alaska to race, or how many Dbettors will travel to Alaska to
wager. It is also not known how many established race horses are stabled

in Alaska or how many people in Alaska are interested in parimutuel
wagering. These and other variables make it difficult to project revenues
from parimutuel wagering at the Alaska State Fair.

According to Ms. Melton, 175,000 people attended the 11 days of the 1986
Alaska State Fair. In Montana, approximately one-third of the people
attending the fair attended racing events. The total parimutuel handle
during this time was 51,193,000. If one-third of the Alaska State Fair
attendance attended fair racing events, approximately. 58,000 people may
participate in parimutuel racing at an Alaska State Fair. Using the
parimutuel handle figure of the Montana State Fair, a parimutuel handle of
51.609.000 is projected for races.attended by 58,000 people at the Alaska
State Fair. The takeout in Montana is 20 percent. If the takeout were 20
percent in Alaska, $321,800 would be avai.able to pay the purses, track
overhead and state or municipal taxes. In Montana, approximately eleven
percent of the takeout is used for track overhead and expenses, Usino
the Montana figure, the Alaska State Fair could expect to receive S35.400
gross' revenue from a parimutuel wagering program during the Alaska State
Fair. We have no way to project net revenues.

In Oregon, 67,500 people attended racing events at the State Fair--nine
percent of the total number of people attending the fair. The total
parimutuel handle during .this time was $2,228,659. Nine percent of the
175.000 people who attended the 1986 Alaska State Fair is 15,750 people.
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Using the parimutuel handle figure from the Oregon State Fair, the
parimutuel handle for 15,750 people attending the Alaska State Fair would
be $520,000. The takeout in Oregon is 19 percent, with eleven percent of
the total takeout going to the State Fair. Eleven percent of the projected
Alaska State Fair parimutuel handle is $57,200. Thus, using the Oregon
figures, $57,200 could be expected as gross revenue from an Alaska State
Fair parimutuel program.

We have no way to project net revenue for the Alaska State Fair because we
canno_t project racing expenditures. The Oregon State Fair received
$325,400 in net fair racing revenue in 1985 for 36 days of racing, as can
be seen on Attachment F. The Oregon State Fair is considered to be very
successful in its horse racing activities. Mr. Hillman, of the Oregon
State Fair, said that the State Fair's takeout of eleven oercent
contributes to the fair's racing success.

Dedicating Parimutuel Wagering Revenues. According to John Rubini of the
Alaska Attorney General's Office, the constitutional prohibition on dedi-
cated revenues applies to revenues received by the State. The pronibition
does not extend or apply-to revenues received- by municipalities. Lee Sharp,
the Matanuska-Susitna Borough’ attorney-, agreed that the constitutional
restrictions on dedicated revenue does not apply to municipalities’.

The Alaska State Fair is operated by the State of Alaska. If the state
operated-parimutuel races at the fair, the revenue would be put into the
State general fund and eould then be appropriated, but not dedicated, to a
specific purpose. If the Matanuska-Susitna Borough operated parimutuel
races at the fair, the borough could appropriate or dedicate revenues to a
specified purpose.

Kk Kk
| hope this information is helpful- to you. Attachment | is a study
completed for the Oregon State Fair on the horse racing market in Oregon
which you may find informative. If you would like additional information,

or if we can be of further assistance, please contact our office.

PV

Atta-'hments



PARI-MUTUEL BETTING *

An Analysis of the Implications
of Legalizing Pari-Mutuel Betting
in Alaska, in terms of possible
Underworld Involvement and General
Economic Considerations.

*The following j.s a summary of a report

prepared for Alaska State Fair, Inc.. 1in
1974.



PARI-MUTUEL BETTING

What 1t Is

Pari-Mutuel betting is a system of wagering used, most often by
race track's.' Odds are determined according to the approximate ratio
of the amount bet on all horses to t'he amount bet on each individual
horse. Wagers are collected, held by a racing association until the
race has been decided, at which time the total amount bee (called the
pool), minus the percentage allowed the state and association, i-
diviced among the winning bettors. (See footnote”). At the present
time, thirty-one states allow pari-mutuel betting for horse racing.
In eight of those thirty-one states, pari-mutuels for dog races are
legal and in three states, Florida, Connecticut, and California,
pari-mutuels exist for jai“alai games.

How It 'Works

The pari-mutuel system was invented in 1255 by a Frenchman named

Pierre Oiler. Under his system the odds were computed from the amount
of the bet on the winning horse in relation to the amount bet on all
the- horses in the race, instead of allowing a bookmaker to freely

determine odds on his own.2 Since odds are determined by the bettors
themselves, they are in effect betting against each other, hence the

name pari-mutuel. (Pari is French for bet, mutuel means between US.)3
All the money in the- pari-mutuel pool less a 15-20% fee for state and
track, is distributed to winning bettors according to their original

bets.

Since the amount of profit depends upon the number ¢f winning
bettors in a certain pool, some French bettors lost money on winning
tickets when too many people won. The United States protects its
bettors from such a situation by requiring a profit of at least ten
to twenty cents on all winning two dollar tickets.4 If there is not
enough money in the pool to provide this 10-20d profit to all winning
bettors, then the racing association must make up tr.e difference.5
In this situation, there is said to be a "Minus Pool".

In North America, there are three different pari-mutuel pools, Win,
Place, and Show. Europe uses Win and Place but not Show. Ifiyou bet

Win, you will collect if your horse wins the race. For Place, the
bettor'collects when his horse wins or comes in second. For Show, he
wins if h-is horse comes in either first, second, or third. The money

is distributed to winning bettors in the total pool, minus the state

and racing association's fee of 15-20%. Payoffs are calculated accor-
ding to the odds.

“The California Business and Professions Code defines pari-mutuel
betting as: "a form of wagering on the outcome of horse races in which
those who wager purchase tickets of various denominations on a horse
and all wagers are pooled and held by the racing association for dis-
tribution. When the outcome of the race has been decided, the associa-
tion distributes the total wagers comprising the pool, less the oer-
centage allowed the State and Association, to holders of tickets on the
winning horse or horses.



ZM\*-iPLE: .Taken from Oswald Jacoby's "Oswald Jacobv on'Gamblingu

Post 1 Will POOL PLACE SHOW
1. Swizzlestick $ 10,000 $ 5,000 $ 6,000
2. 3lack 3eauty 10,000 8,000 8,000
3. 3aba 15,000 6,000 e ¢ 7,000
4. Cayuse ' 4,000 2,000 1,800
5. Sweet Patootie 35,000 16,000 20,000
6. Caramel 1,500 800 . 700
7. Out of Work 8,000 4,5Q0 4,000
3%**Silver 12,500 5,700 5,500
TOTALS $ 95,000 $ 48,000 $ 54,000

The total amount: bet to win is $96,000. Fifteen per cent, or
$14,400 is taken out for the state and track (this percentage may be
as high as 20 per cent, and is occasionally slightly less than 15)
leaving $31,500 to be divided among the holders of tickets on Swizzle-
stick if that noble animal happens to get under the finish wire first.

3ir.ce the total amount bet on him is $10,000 there will be a profit of
$7.15 for each dollar bet. The machine calculates this and shows the
closest simple odds, 7-1. In the event that Swizzlestick wins, the
machine will flash a win price of $15.30. It will be noted that the

correct value for a $2.00 ticket (all pari-mutuel prices are based
upon the lowest priced ticket sold, the $2.00 ticket) would be $15.32.
The difference, 2& in this case, between the correct value and the next
lower multiple of ten cents (multiple of twenty cents at some tracks)
is known as breakage and goes to the track and state. It does not seem
like much but it adds up. Here is a complete list covering each
possible winner that shows the approximate odds, the pay-off per $2.00
ticket, the total pay-off, and the breakage.

Odds Shown Total
HORSE on Board $s2 payoff Payoff Breakage
Swizzlestick 7 to 1 $ 16.30 $ 81,500 $100
3lack Beauty 7 to 1 16.30 81,500 100
Baba 4 to 1 10.80 81,000 600
Cayuse 19 to 1 40.80 81,600 0
Sweet Patootie 1 to 5 4.60 80,500 1,100
Caramel 50 to 1 108.30 81,600 0
Out of Work 9 to | 20.40 81,600 0
Silver 5 to 1 13.00 81,250 350

Let us assume that the race is over and Swizzlestick won, the
favorite, Sweet Patootie came in second, and the long shot Cayuse came
in third. The price places are calculated as follows:

The total amount bet for place was $43,000. Fifteen per cent or
$7,200 is taken for the track and state cut leaving $40,300. The total
amount bet on these two horses to place was $21,000 which, when sub-
tracted from $40,300, leaves a profit of $10,300 to be divided equally
among the two horses. The $5,000 bet on Swizzlestick to place represent
2,500 $2 tickets. 3y.dividing the sum of the original amount bet, $5,0



and the amount won, $9,dud, by 5,:0C, re cot the resultant value of
eacn ticket as $5.96. Swizzlestick, therefore pays cne next lower
multiple of 10 cents, or $5.90 to place, and the breakage is $150.00.

$16,000 was bet on Sweet Patootie to place. $25,900 ($16,000 plus
$9,300=%$25,900) is therefore available to be divided among the 30CO
theoretical holders of $2 tickets. The correct amount is $3.2375. The
actual price is therefore $3.20, and the breakage is $300.00.

The calculation of show money is similar. First the track and
state 15 per cent are set aside leaving $45,900- to be divided ($54,=C3-
',133=-5,jCC>) among the holders of tickets or. the three horses. The
total bet to show on the three horses was $27,300 (S5,J00 r 220,700 -
$r,=C0= $27,300) making the, total profit $18,100 ($45,200-327,330=
$13,100) or $6,033.33 per horse.'" Computing the price as above now
gives-us:

Swizzlestick pays $4.00 to shew and the breakage is $33.33
Sweet Patootie pays $2.50 to show and the breakage is $33.23
Cayuse pays $3.70 to show and the breakage is $3.33

All of these complex calculations are made and displayed by a
portable assembly of especially designed electrical equipment called

a totalisator.s Betting Pools are usually illegal without the use of
a totalisator, which consists of:
1. Standard (win, place and show), daily double and ?uir.ella
‘ ticket issuers, which register and total each ticket as it
is issued. (See Footnoteb5).

2. Adding machines which total the sales registered by The
standard issuers.

3. An automatic odds computer.

4. Electric indicators which show on the display boards the
approximate odds during wagering and the order of finish
of the first four entries (result) by program number,
entry and pool totals obtained by the adding machines,
the prices paid on a s$2 winning mutual ticket, race numbers,
time of day, post time, etc.

When you buy your ticket at the pari-mutuel window, the operator
(seller) pushes a button and records the sale. His ticket-issuing
machine prints and delivers the ticket. At the same time, it registers
the amount of the bet with the totalisator, which is an adaption of
the dial phone system. This electronic brain adds, sorts and transmits
.the totals of all bets to the infield tote board at intervals of
about ninety seconds until the closing of the pari-mutuel windows. 10

““Daily Double"™ is when purchaser must pick winner of two races,
usually the first and second races.

"Quinella operates mainly at jai alai games and dog tracks.
Bettor must pick two horses, players, or dogs in the same race or game
to finish either first, or second".o -



UNDERWORLD INVOLVEMENT

The totalisator makes pari-mutuel settang the cleanest form cf
gambling in the United States. Before the machinery was in use, race
track bettors never knew whether or not the race track was juggling
the number of bettors or the amount bet to fatten one's own waliet.
Nowadays, however, total bets and betters are computed and posted
instantaneously by machines too closely regulated to allow for decep-
tion at any level.

According to Rufus King, former chairman of the .-.merican Bar
Association, Criminal lav Section and legislative counsel to the
Senate Committee on Organized Crime, pari-mutuel betting is honestly
what it purports to be. Track operations are so carefully supervised

policed, and double checked that there is-little reason to suspect
widespread skullduggery, and there have been no major scandals in
recent, years involving the defrauding of the public. The bettor is,

of course, vulnerable to manipulations with the races themselves, but
everything pertaining to the schedules, riders, mounts, and the
actual running is also rigorously policed. Except for the rare
phenomena of the minus pool, the track management has no interest in
the outcome of any race; and this justifies the conclusion that

race track betting-besides being legal and probably necessarily to
some extent because it is legal-remains the cleanest form, per se,
amcng all categories of gambling activity currently popular on the
American scene. The possibility or.direct tampering with the total-
isator, says King, is remote.l1

It was during the 1800's that American horse racing was gripped
by a large criminal element that bribed jockeys, doped'horses, and
managed to profit financially from both the track and bookmakir.g.
"Gate-money, concessions, and fraudulent races made tracks very =m
profitable. They therefore attracted the protection racket, from
gangsters, police and politicians. Only a very few rich tracks were
rich enough, and run by menehonourable and influential enough to
escape this."12 As a result, state after state banned racing curing
the early nineteen hundreds. The number of tracks in the United Star
went from 314 in 1897 to a bare 25 at one point.13

Finally in 1908, horse racing began to recover with the estab-
lishment of the Kentucky State Racing Commission as an effective
authority over the racing associations.1” States that were willing
to legalize racing again soon established their own racing commission
to supervise and control the associations and pari-mutuel betting.
The possibility of bringing the mob under control by regulating
facing commissions has been a major argument in favor of legalizing
pari-mutuel betting.

A second major argument frequently advanced in favor of pari-
mutuel betting is that it brings in azditicr.ai revenue without
burdening the taxpayer. John Lindsay estimated that off-crack betrir.
alone would bring in as much as $50 million dollars annually in New
York City. —

The promise of easy revenue moved .state after state, hard hit by
the depression, to legalize pari-mutuels ac the race track in 1933.
-/ --46, the horse racing industry had grown to such an extent that

nearly 27 million people paid admissions to major race tracks, and



collectively, just under u7 million persons wagered a staggering
3.2 billion dollars.

The National Association of State Racing Commissioners reported
that the States received S508 million in revenue from pari-mutuel
racing in 1971: $1,300,000 from track licenses, $1,450,000 from occu-
pational licenses,. $461 million from pari-mutuel taxes, $3 million
from breaks, and $5 million from miscellaneous sources including con-
cessions.13 (For state revenues from pari-mutuels for 1371 see
Aoser.dix Two.)

The number of states with legal oari-mutuel bettint is ur to

tmarty-one at the present time, .-crty states now tax m .-’tcua-
income, forty-six tax corporate income, and forty-five zeneral
:._es taxes. State expenditures still exceed revenues in most state:

iron 1359-1=53, fifty states enacted three hundred and nine separate
legislative tax measures, each of which levied a new tax or increase,
and old one.13

Rari-mutuel revenue, since it is obtained through voluntary con-
tributions of tax payer's mcney, is much less painfully extracted
from the tax gayers than a grocerty tax. 300300 bockies currently
receive across the country money that could be collected by the state
Illegal gambling bets are estimated to be near $20 billion annually.

VOLUME OF BETTING

"In the era between the repeal of Prohibition in 1932 and th;
F.efauver investigations in 1930-51, illegal bookmaker.g grew right
along with the spread cf pari-mutuel track racing, tuickly reacr.i:.g
proportions which made it indisputably the largest criminal menep-
er its cay. Applying one authoritatively sanctioned rule of ah—u
illegal bets on the pari-mutuel, track races had an estimated vclu;
of S3.00 for every $1,00 bet directly through the pari-mutuel e.ein
sc that by 1943, with legal bets amounting to S1.5 billion, a tot.
of nearly $5 billion was being staked each year with other forms
wagering, particularly bets on college and professional sports, h:
reduced substantially illegal gambling in the area of horse races
Less than Z% of current underworld gambling activity is involved
with horserace betting. The illusion of massive underworld activ:
nevertheless nersists in the ninas of manv. This misunderstanding
has been a major barrier to the legalization of pari-mutuel bettintm

In terms of numbers, "twenty-five million Americans, of whom
eleven million were women, made at least a s$2 bet on races during
1956 either with their favorite bookie or at one of the country's
155 odd Thoroughbred or harness tracks-of these 11 million women,
ri'j are housewives and salaried employees, 10* are businesswomen,
professional women, or retired, 2* are gamblers, operators of gam-
bling ventures, hustlers, and easy money gals."-3

Even though illegal gambling is a main source of revenue for
organized crime, bookies rely upon horse race betr ’
twenty-five per cent of their business. The buik of their Lochmahing
consists of bets placed upon sports events. In terms ot
the bookmaker, s$1 bet on horse racing is worth $3.30 wagered cn
football, since the tcokio keeps the IT" of the rari-mutuel reel
normally given to the state ar.a track. The romoarative volume
cr batten.- ts so sLtuht now-"v~r, *hat tt reequé*% —Ljs ov3-* Wy 5——



where horse races are authorised, or from specified portions of such
.r.siasure of any known bookmaker, known tout, person who has beer,
convicted of a violation of any provision of this chapter of any law
prohibiting bookmaking or any other illegal form of wagering on horse
races, or any other person whose presence in'the inclosure would,

in the opinion of the board, be inimical to th”. interests of the
state, of legitimate horse racing or both. No such rule shall provide

for the exclusion or ejection of any person on the ground of race,
creed or sex."29

All horses are given a saliva test by state veternarians immed-
iately before their race to detect any drugs to speed them up or slow
them down. All races are filmed and reviewed for illegal behavior,
such as jostling or the jockey holding his mount back. Additionally,
the registry number of each race horse is tatooed on his upper lip
as a safeguard against the introduction of ringers in races.33

There are several federal laws operating to curtail illegal gamb-
ling activity, in addition to state regulations such as the above.
These 1962 laws make it a federal crime for any person to move in
interstate travel to promote or participate in a racketeering enter-

prise. Two other laws- make it a felony to transmit bets and wagers
between states by Wwire or telephone or to transport wagering para-
phernalia to another state. As defined by Congress, this includes

tickets, slips, or paper used in bookmaking, sports pools or the
numbers racket.3:

CONSIDERATIONS FOR ALASKA

The State of Alaska received almost one billion dollars from
oil leases signed in 1969. Approximately 400 million remains. With-
out pipeline revenue, Alaska could be financially hankru?t~bv 1976.
given its current .expenditure rate of some s$200 million annually.

State income in 1973-74 amounted to 230 million collars. Expend-
itures came to $364,559,000, leaving a $114,559,000 deficit last year.
For the last four years the State has spent $373,528,900 more than
it received in revenues. O fficial projections show the money from the
North Slope leases will be gone in 1977.

In an effort to raise revenue, Alaska has authorised $448,927,000
in General Obligation Bonds, $348,842,000 of which has been issued as
of January 1, 1974. Remaii.ing to be issued is $100,085,000. $45,424,300
has been paid. This leaves the State with a General Obligation Bond
liability or debt of $303,418,000.

To issue another $500,000,000 in a 20-year General Obligation Bonds
at 5.20 would cost each taxpayer about $6,037.

The Alaskan pipline could dramatically change conditions in Alaska.

"Building the pipeline-and a 270 mile access road would pump 1.5 billion
into the state economy."37

Legalused pari-mutuel betting is another way for Alaska to obtain
revenue. The following statistics shew amounts of revenue raise nation-
ally through pari-mutuels;



financial advantage to the ooina of insignificance. One New York
bookie estimated that 50% of nis business is cone on college and
professional football, 35% cn major league baseball, 12% on college

basketball and 3% on horse racing, championship fights, golf tour-
naments and general elections.25

Pari-mutuel betting will not eliminate bookies, since book-
makers offer a number of advantages: they give credit, while tracks
do not; they-are in every neighborhood; they, take exotic wagers
(parlays and the like)while state organisations are confined to
.official odds; and the big gamblers, whether professionals or af-
fluent amateurs, prefer bookies, using money from tax evasion to
gamble with.-~s

Pari-mutuel betting will tend to minimise the involvement of
bookies in horse racing, by offering a legitimate outlet for bets.
The advantage to bettcrs®at the window is the insurance of payment,
of honest odds and state regulation. The danger of corruption can
be minimised with the use of such equipment as totalisators.

INSTITUTIONAL SAFEGUARD

A copy of California code covering pari-mutuel betting is
included in appendix two. As spelled out in the Code, there is a

California Horse Racing Board to supervise and jurisdict ail matters
dealing with horse racing in the state. The three Board members are
the Governor's appointees serving terms of four years. They are

disqualified from membership for;

a) Holding any financial interest in a horse race track or
in the operation of any such track or in the operation of any cuoh
track within this state, cr in .the operation of authorized wagering
on the results of horse races.

b) Accepting any pecuniary reward other than authorized salarv,
from any horse race track in this state or in respect to its oper-
ation of authorized wagering on the results of horse races.27

The beard appoints all its employees who are subject to these same
disqualifications.

Licenses must be obtained from the 3oard to operate a' race
track. All licenses are subject to suspension or revocation for
non-compliance with Board regulations-state racing regulations.

All licensees must be residents or registered voters of the state for
two years.

The number of racing days for each racing association of the star
is allocated by the Board. Depending upon the size of the county the
number of racing days varies, ranging from 100 for a county of one
million to 14 for a county of less than 500,000 raoole.

The Board has the power to "compel productions of any ind ail
books, memoranda or documents showing the receipts and disbursements
of any person licensed under this chapter” .33 -,ay A-.arena
any memcers.



