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TABLE 5-25—DEMOGRAPHIC CHARACTERISTICS OF

ON-TP.ACK 8ETTORS, 1974

Total Sample

Sex
Men
Women
Region
Northeast
North Ceniral
Soulh
West

Income
Unde' $3,000-
S 5000-510.000
510.000-515.000
§15.000-520.000
$20.000-530.000
$30.000 and over

Education
Grade school
High school
Some college
College degree
Age
Under 25
25-14 years
45-64 years
Over 65 vears

Percent who bet at
Dograces

Horseraces

14

16
12

20
12
10
16

12
10
la

1?
i>

15
14

23

14

13

4

N
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TABLE 5-26 - family INCOME a\D HORSERaCE SETTING
Under = s3,000
s5.000 10.000
Residents ot Slates witn lega. tracks
Percent who bet 8.7 15S
Average annual bet
per bettor slse 5294
Average annual bet
per capita Sib S46
Average annual takeout
per capita S2 63 $7 55
Takeout rate 16 6’a
Residents of all States
Pert«jnt Ik income bet
at trjik in 19*4 per Capita 063 061
Percent oiTncome
taken out per capita )10 0101
All types of gambling combined
Percent of income bet
in 1974 per capita 2 5) 155
Percent of income
taken OUt per capita 062 042
Source: Gambling 1in America.

Policy Toward Gambling,

Family income

510.000- $13.000-
15.000 20 000
1.2 172
5396 5577
S-4 599
S. 36 S16 49
035 <157

H 059 0 094
107 116
0.29 023

Commission on the
Washington, 1976.

520.000- S30000
30 000 a 0ser Tota.
20.9 20 3 153
5294 54 36 5513
sul Ses 5%8
S10 21 S14 69 513 02
022 0'A
1041 003* 0083
067 109 s
014 018 025
Review of the National
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State Parimutuel Wagering Programs

States that allow parimutuel wagering i it 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 vracing as a fair event.
Statistical information on horse racing at Montana fai.s can be found as
Attachment E. One of the most successful fair racing programs is held "n
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 people
attending the fair). The total parimutuel handle (i.e. gross revenue!
during this time was S1,193,000.

The takeout for fair races in Montana is 20 percent. Of this amount, tne
state takes one percent, purses take between seven and nine percent, anc
the remainder goes to the tracks to pay track overhead. Steve Meloy.
Executive Secretary with the Montana Boara 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 1is not allowed in Montana, though Mr. Meloy believes it would be

a more Tucrative parimutuel program than horse racing. He said that
start-up co s, 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, whila 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 1936.
racing was held for 11 days with an attendance of 57,500 people (approxi—
mately nine percent of the people attending the fair). The total pari—
mutuel handle during this time was $2,228,659.
GU3/ Y0

The 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
tradk 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 is very expensive. Initial sUrt-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, andstables. 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 St ate Fair in 1985 appears
as Attachment F. The 1985 actual figures list tiorse 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 r. :es and supplies funding for capital
improvements for fair racing. State aid for fair racing totals
approximately $1 million a year. According to Oawn 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 .

county fair horse racing in Arizona appears as Attachment G. Ms. Sinclair
said that areas surrounding Tfairs usually experience an increase in hotel
anti restaurant use, and veterinarian services.

California. Lynn Foote, Executive Secretary for the California Horse
Racing Board, said that horse racing has seen 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 ra-es is costly and many county racing facilities are run
down as a result of inadequate fui.ding for “eepair. 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 ana county fairs are authorized to ODerate
horse racing during fair days. A percentage of state taxes on wagering
divided among the fairs. No parimutuel wagering reverie 1is retained” by

localgovernments.Will Bachofner, Executive Secretary of the Washington
State HorseRacing Commission, said that a considerable amount of state aia
is required to regulate and supervise fair racing, probably because Tfair

racing does not generate enough revenue to support itself. Mr. 3achofne*
believes this 1is because only a limited number of the people who watc"”
racing actually place bets. Mr. Bachofner does not believe that areas
surrounding fairs are significantly affected as . ic. It 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 frr
dogs, while houses require more elaborate stables and equipment.

Parimutuel Wagering in Alaska

Parimutuel wagering 1is currently not allowed in Alaska. There 1is 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. 1is 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 1in 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 someAlaskans own race horses but keep them out of state.
She believes that 1if racing were offpied 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 mn-*
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.vi'w could not be regulated and bettors might not want to risk
money on an unregulated race. Mr. Tozier suggested Palmer, Fairbanks, and

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 1in other states
halo race participants, spectators and bettors who travel to races in
different states. It s not known how many horsemen would bring their
horses to Alaska to race, or how many bettors will travel toAlaska 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 S1,193,000. 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 1is projected for races.attended by 58,000 people at the Alaska

State Fair. The takeout in Montana 1is 20 percent. If the takeout were TO
percent in Alaska, S321,800 would be available to pay the purses, track
ovechead and state or municipal taxes. In Montana, approximately eleven
percent of the takeout 1is used for track overhead and expenses. Usmu

the Montana figure, the Alaska State Fair could expect to receive S35.*500
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 S2,228,659. Nine percent of the
175.000 people who attended the 1986 Alaska State Fair 1is 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 1is 19 percent, with eleven percent of
the tot~1 takeout going to the State Fair. Eleven percent of the projected
Alaska State “air parimutuel handle 1is $57,200. Thus, wusing 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

cannoj: project vracing expenditures. The Oregon State Fair received
$325,400 1in net fair racing revenue 1in 1985 for 36 days of racing, as can
be seen on Attachment F. The Oregon State Fair 1is considered to be very
successful in 1its 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 "eicing success.

Dedicating Parimutuel Wagering Revenues. According to John Rubim of “he
Alaska Attorney General's Office, the constitutional prohibition on dedi—
cated revenues applies to revenues received by the State. The Dronibit:or.
does not extend or apply to revenues received by municiDalities. Lee Share,
the Matanuska-Susitna Borough attorney; agreed that the constitutional
restrictions on dedicated revenue does not appiy to municipalities.

The Alaska State Fair 1is 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 could 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
specified purpose.

* * *
I hope this information 1is helpful to you. Attachment 1 is a study
completed for the Oregon State Fair on the horse racing market 1in Oregon
which you may find informative. If you would 1like additional information,

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

PW

Attachments



Performance horse

Parimutuel wagering:
racing A look at where It’s at

ALASKA
(No) (See related story and tables or page 52)

NO 15 () number of licensed parimutuel horse tracks Including fairs ¢
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To bet or not to bet? That
question isunresolved inonly
15 states, as 35 have legalized
parimutuel wagering since
Kentucky set the statutory
precedent 80 years ago.

There are presently 165
parimutuelly licensed horse
tracks across the country -
this includes Thoroughbred,
Qu;irter llorse and harness
racing tracks — only 22 of
which have raced or are rac-
ing Arabians in 1985-86.

The first parimutuel race in
the United States apparently
was tie inaugural Kentucky
Derby in 1875. hi 1906, the
“Bluegrass State” wat the
first to authorize trackside
betting, a law that was
upheld by the Supreme Court
in 1931.

Parimutuel horse races in
Dlinois, legalized iIn 1927,
have also occurred there “on
and off” since 183-1.

California, which instituted
parimutuel in 1973, has
ihe most licensed t.cks of
any state in the union with 14
— 10 of which have con-

ducted or plan to conduct
Arabian races this year -
followed by Montana and
Maine with 12 each, and New
York with 11.

Several stales, most
notably Kansas, Texas and
Wisconsin, are on the verge of
legalizing parimutuel wager-
ing and could institute it
within the year.

A brief look at the
parimutuel status of each
state follows:

The haves ...

Arizona
Legalized 1in 1949; two
licensed tracks; not currently
running Arabians, but did at
T\irf Paradise in 1968-73.
Arkansas
Ljgdized in 1935;
licensed tracks; never held a
paLriinutuel Arabian race.
California
Legalized in 1933; 14
licensed tracks, 10 of which
run Arabians; Arabs have
raced on the county fair cir-
cuit in 1976, 1978, and from
1980 to 1986.

two

Colorado
legalized in 1949; three
licensed tracks, all fairs;

never held a parimutuel race
for Arabians.

Delaware
legalized in 1937; four
licensed tracks, one

*Jhoroughbred and three trot-
ters; have raced Arabians at
Delaware Piirk on a daily
basis since 1984.

Florida

Legalized in U31; five
licensed tracks, two of which
(Tampa Baypowns and Pom-
pano Park) carded Arabian
races in 1983-84 and 1986;
plan to open two new tracks
(Classic Mile in Ocala and a
yet-to-be-built track in
Osceolo County) to Arabians
in 1987.

Idaho
legalized in 1963; nine
licensed tracks; never held a
parimutuel race for Arabians.

Illinois
legalized iIn 1927; seven
licensed tracks; ran Arabians
ttArlington Pirk in 1979-83.

-M.iuuiie."iviacoh, Greene) and Birmingham

lowa
legalized 1iIn 1983; no
licensed tracks; "It (racing

parimutuelly) is not a reality
here yet, but we re working
hard on it,” said a spokesman
for the lowa State Racing
Commission.

Kentucky
The birthplace of
parimutuel wagering in this
country; legalized in 1906,
upheld in 1931 by the
Sjpreme Court; four licensed
Thoroughbred Lracks;
featured a betting machine iIn
1878; raced Arabians at
Litonia in 1981-82 and 1984
and Paducah in 1984,
featured an exhibition race at
Kentucky Horse Park this
year .
Louisiana
Legalized in 1940; five
licensed tracks; never held an
Arabian race, despite
authorization to do so.

Maine
Legalized in 1935; 12
licensed tracks, all for
harness racing never ran an
Arabian nice.

Maryland
legalized in 1920; six
licensed tracks; existing

ivgulations prohibit racing of

Arabians. H
Massachusetts
legalized in 1935; four
licensed tracks (one
Thoroughbred, one harness
;tid two fairs); never held
parimutuel Arabian race,

although Splendor Farms is
planning to build a 20 )-acre
track in Boston.

Michigan

Legalized in 1933; seven
licensed bracks; one (Mount
Hcasunt Meadows) runs Ara-
bians, something it has done
every year since 19S0 with
the exception of 1985; 24
Arabian races have reported-
ly been scheduled for Detroit
Race Course during the next
two months.

Minnesota
legilized in 1983 or 1984;
one licensed track for
Thoroughbreds and Quarter
ibrscs.

(See parimutuer page 58)



Parimutuel

‘Continued from page 1)
Missouri  *.
Legalized in 1984, revised in
1986; one licensed track, the
Missouri State Fair in Sedalia,
which sponsored harness races
iast month; 16 developers have
expressed interest in building
sjacks in the state, depending
apon which counties approve
ihe measure locally in next
month’s elections.
Montana
Legalized in 1972; 12
licensed tracks- never held an
Arabian race.

Nebraska
Legalized in 1935; eight
licensed  tracks  (five

Thoroughbred and three
Quarter Horse); never held an
Arabian parimutuel race.

Nevada
Legalized in the late 1940s or
early 1950s; two licensed

Tacks; ran Arabians at Dv in
1978.
New Hampshire
Legalized in 1939; two
licensed tracks  (one
Thoroughbred and one harness

Tack); never held Arabian
races.

New Jersey
Legalized in 1939; five

licensed tracks; never raced
Arabians, _a_Ithout};h permitted
to by definition of law.

New Mexico
Legalized in 1956; seven
iicensed tracks; raced Arabians
at Albequerque in 1975 and
1979, Santa Fe in 1973-77, and

Sunland Park in 1971,

New York
Legalized in 1940; 11
licensed  tracks (four
Thoroughbred and seven

harness tracks), never held an
Arabian race.
Ohio
Legalized in approximatley
1930; seven licensed tracks;
ran .Arabians at River Downs in
1982 and Thistledown in
1982-83.
Oklahoma
Legalized in 1982; ,ne track
(Quarter Horse); Arabians will
run at Blue Ribbon iXiwns in
tidlisuw beginning later this
month. Remington Park, a
Tack currently under con-
struction in Oklahoma City, is
licensed to run parimutuelly
neginning in September of
1988.
Oregon
Legulized in 1933; nine
icensed tracks; Arabian meet
inducted nt Grants Buss
Lxnvns this year and last.
Pennsylvania
legalized In 19(17; five
icenncd tracks (three
rhoroughbretl and three
mmess tracks); raced Am-
ilnns at Commodore D»wns in
3E,
Rhode_Island
L>-gaize«: ji, 1931. n.
cn.«on tracks.

South Dakota
Legalized in 1933; three
licensed tracks; no Arabian
races held in the state.
Vermont
Legalized in 1959; one licens-
ed track; never curded an Ara-
bian race.
Washington
Legalized in 1937; eight
icensed tracks, including five
lair tracks; raced /Arabians on
tie fair circuit in 1982 and
'9S54-S6, and at Yakima
Meadows in 1986.
West Virginia
Legalized in 1935; licensed
tracks two, both
Thoroughbred; never held an
[Arabian race.
Wyoming
Legalized in  1967; four
licensed tracks (Thoroughbred

and Quarter Horse); no Ara-

bian races due to lack of horses
on grounds.
Alabama

Legalized in three counties
(Mobile, Macon and Greene)
and the city of Birmingham in
1984; Birmingham has onij
hprse (Thoroughbred) track;
never conducted an Arabian
race.

The have nots ...

Alaska
“We don’t have too many
horses in Alaska,” said a

spokesman for the House of
Representatives, who in-
dicated that parimutuel had
not been brought up in the past
two years.
Connecticut
Parimutuel wigering was
legalized in the state in 1971,
but proposals to construct
horse tracks were rejected
every year from 1975 to 1978.
An ensuing moratorium pro-
hibiting any new licenses ex-
pires in June of 1987, but if
past history is any indication,
it will be re-extended by the
state's lawmakers. Although
no live horse racing occurs in
(he suite, wagering is permit-
ted at one ?reyhound track and
three jai-alai frontons and off-
track betting, via closed circuit
television, 1s allowed on races
at Aqueduct, Belmont, and
other tracks on the East Coast.
In addition, there are nearly 20
branch betting parlors in the
state.
Georgia
The issue was last discussed
during the 1986 legislative ses-
sion, but it never made itout of
committee.
Hawaii
Legislation concerning
parimutuel  has  been
introduced periodically for a
number of years, most recently
in 1986, but has never made it
Jinst a first hearing.
Indiunu
Originally outlawed by the
t'institiuoii, the process to
remove the provision » umler

way. If the measure survives,
the state would have I
parimutuel wagering in 1991 at j
the earliest.
Kansas
The issue will be decided by
voters in a statewide election
in Novmember of this year.
Mississippi
The question has been a part
of bills from the house and
senate, but no action has been
taken because the measure
died in committee.
North Carolina *
The governor of the state is
adamantly opposed to the
issue.
North Dakota
Although there is no opposi-
tion to the issue, state
lawmakers look upon the sub-
j§|0t as economically unfeasi-
€.
South Carolina
Survived first reading in
1986, died in Ways and Means
Committee.
Tennessee
Passing one house in 1986, no
further action was taken and
the issue is considered “dead”
for the time being.

Texas
Headed for the November
ballot after recently being ap-

proved by the Senate 7-1 and
the House committee 9-1.

Utah
In 1971, the issue came up as
a study item, but it was

eliminated from consideration.
In 1986, a statewide lottery
proposal failed 58-12 in the
House.
-AVirginia
The issue has surfaced dur-
ing legislation, but nas never
threatened to pass.
Wisconsin
In 1986, a bill containin
jiarimutuel wagering passe
both houses. If it passes again,
the issue would go before the
gublic in the form of a referen-
um.

Kee/_() track
of Arabian racing
in the Express

The Express is first
with features on the
people and the horses
that are bringing Ara-
bian racing to the
forefront.

For the quickest, most
comprehensive coverage
of Arabian ractnp
read the Express.
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States share In pot

Not only is playing the
horses a popular activity
among race fans, but it'sa pro-
fitable one for the states that
permit itas well (as illustrated
by the table at right).

In IPS"), parimutuel wager-
ing generated more than $(525
million in revenue to the state
governments, each of which
earns a percentage of the total
Iwtting handle from each
licensed track within that
siate.

The amount taken in by each
state varies. Michigan, for ex-

the handle and Arkansas
receives 5.91 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
Idaho where as much as 2 %
percent goes to the public
schools.

The information in this story
and the accompanying tables
wore provided by the National
Association of State Racing

ample, receives @ percent of Commissioners.
RACES/HANDLES 1985
State  No. Ftaces Handle

Arizona 2092 81110896 Nebraska 2,663 214,584.635
Arkansas 606 165123545 New Hamp 2506  97.372,674
California  9.689 2,222,839.913 New Jers 7,020 1,012,900,808
Colorado 307 1,104,087 New Mex 4,683 144,206,842
Delaware 4,163 107,695,502 New York 16425 1596,187,321
Florida 5126 487,225,623 Ohio 9,898 408,242,568
ldaho 1135 9114942 Oklahoma 1951 41,892,984
llinois 11,535 923,234,682 Oregon 2,383 43,060,751
lowa 285 2,052,406 Penn 10803 422,420,968
Kentucky 6735 321,799,643 SoDakota 263 1056961
Louisiana 7611 563,243,912 Vermont 89 126,799
Maine 3689  35.949.724 AAlash 3,656 200,222,833
Maryland 6,584 468,744,808 West Va 4834  144.391,769
Mass 5,247 271,007,190 Wyoming 777 7,351,655
Michigan 7291 375,971,988 New York OTB 1212234768
Minnesota 782 84210821 Conn OTB 180,958,025
Montana 1330 11,606,656 Totals 142,137 12,222.343.267

TOTAL REVENUE TO GOVERNMENT

Slate Total
Arizona 2.794,683
Arkansas 12.041,181
California 148,502,200
Colorado 192,398
Connecticul-OTf3 12,007,215
Delaware 852,987
Florida 13,131.170
[daho 355.545
[llinois 00.924,323
lowa 73.238
Kentucky 12.404.545
Louisiana 24.320.050
Maine 589,583
Maryland 10.970.396
Massachusetts  13,691.695
Michigan 24.402.929
Minnesota 4,507.997
Montana 233.579
Nebraska 11,082.057
New Hampshire ~ 2.220.295
New Jersey 8,693,998
New Mexico 2.406,455
New York 82.749,528
New York-OTB 128,154,561
Ohio 16,598.473
Oklahoma 3,006,377
Oregon 1.378.076
Pennsylvania  12.148.384
Soulh Dakota 41.358
Vermont 28,119
Washington 9,390.674
West Virginia 3.805.609
Wyoming 133,207
Totals 625,159,697

Thoroughbred

12,041,101
128,309,325

413.855
11,909,216

35,646.237

10,706,569
23,643,529

9,334,059
11.589,409
1.828.492
4,567.997
11,657,787
2.023.488
4,108.863
59,276,216

98,679,012
9.285.244

1,602,759

3,805.609

452,428,847

Harness Otr Horse Mixed
2.794.683
4.191.415 6.725.152 9.276,314
192.398
12,607.215
439.132
1,200.306 21,648
355.545
25,278.086
73,238
1,757,976
683.327
589.583
1.636.337
2,102,286
16.496,776 77,661
233.579
24,270
196,807
4,585,135
2.406.455
23,473,312
29,475,549
7,313,229
3,006.377
1,378.076
4 545 625
41.35h
28,119
3,116 9,387.558
133.207
123.386.027 7,724 456 41,620.367
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Inside Track

For thefirst time in over 50
years, Texas laivmakers in a
special session voted infavor
ofa racm% billfor the

Lone Star State, granting the
long-awaited opportunityfor
citizens to vote on we issue
in a statewide referendum.

Anne Lang is editor

of The Texas Thoroughbred.
Keprmled mIb permission,

the Texas Thoroughbred. I'JHo

-TEXAS LEGISLATURE
APPROVES PARI-MUTUEL
HORSE RACING

by Anne Lang

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

the Senate, where ithadn"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
wash"t even on the onginal agenda.

For the first time inover 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 iIn a
statewide referendum next fall.

If the pan-mutuel bill could with-
stand the assault of all those bar-
ners and stll pull up sound, can"t

that significant progress be viewed
as an omen of success dei tined 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 looking
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'sover with. There®"s more a feeling
of relief than anything else; to know
that you don"t have togo back up t
the Capitol and work 181 members
of the legislature."

This is the second consecutive
pan-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 lor being too
weighted down with minonty and
special program provisions, the
language of which was too vague to
suit amendment advocates and too
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binding to satisfy the others.

The disappointed racing lobbyists
learned from that experience,
however, reconstructing a new bill
that earmarked all ol the state®s
share of the pari-mutuel handtibTch
go toward tha-eeneral lund. Tnis
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 S3.5 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 stato income
tow, and a temporary sales
r“ Pari-mutuel horse racing, which]

White has always staunchly!

opposed on moral grounds and |

which was not expected to be
brought up due to itsdelayed effect |

on the state"s economy, was (i

ushered in via the "back door" byJ
Rep. Hugo Berlanga when it ap-I
peared that the session was going!
virtually nowhere in s aim t
reduce the deficit Lt. Governor Bill
Hobby and House Speaker Gib
Lewis agreed to add-the bill to the
Magenda—" —
JJeTore surprised horsemen
around the state even tinished their
double-takes at the news, the hill
was promptly subjected to the
"legislative process and, ironically
came to be the only Piece of legisla-
tion to be acted npgn in > fir
" special sessigp T
" 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 @f passed) by local-option
elections in each Texas county that
desires to conduct pan-mutuel
horse racingT
The bad news: because pan-
mutuel failed .to register a two-
thirds majority vote in either
chamber, itwas not included on the
gcineral election ballot this
November, which includes the
gubernatorial election. (Hence:
high voter tumout.) The good news:
it will be subjected to a statewide
referendum vote inNovember 1987,
giving pan-mutuel advocates an en-
tire year todrum up support for rac-
ing and to educate the public on the

unlimited benefits the potentially
enlarged horse industrywill 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 opponentst
were helpful in pushing through the |
bill, Knox pointed out, because they )
were tired of the issue being in-1
troduced every session and *.aldng<
up valuable legislative time that!
could, in their estimation, be better
spent -on the iImmediate budget ]
situation, and other pressing ¥ ues. |
Many of those opponents urged
White not to vefolHe" bili, because
they wanted toget itout to the peo-
ple for a vota.-"pnrp and for all”

"Knox said. "They"re going to have

major financial issues coming up
in January, and no one wanted to
see this issue back on the floor at
that time -

In reviewing the collective factors
that led to eventual passage, Knox
named education and, awareness as .
rr.3ioi_cantr:gutQi2_|O thaj2UIEQCrs-

ExtgQsive, continuous— efforts bv

horserrjen, lkgislative omnopents.
(suchas Speaker Lewis, Lt. Gov
Hobby,* Rep. Berlanga, Sen. lke
Hams, Rep. Lloyd Cnss and others/
and lobbyists to illustrate the
benefits ol horse racing as an entire,
ne®"- industry lor the state finally
paid off at the Caoitol.

"TTTot ot people tie the passage oi
the bill to the state"s economic con-
dition, and 1 really don"t think that
was the case," Knox stated. "'l thinx
that ifyou talk to the other lobbyists
— Bob Johnson, Hilary Doran and
Rob Johnson — they"ll agree that
the economy was not the maior
reason itpassed. A let of itwas due
to the w/nrk that"s been done in t-?
past to educate tne legislators abc™i
te potential inaustrv as a wir.:e.
and that can-muiuei goes bevor.g.
lust wagering at :ne trades.*
“""Whites aecision to let the hill
become law was highly influenced
by the people of Texas, Knox said.
Horsemens letters and phone cails
received by the governors office
had a maior impact, and "really cot
his attention.” Similar supportive
input (during the 20-day pcs.-
passage period) from the general
public all across Texas was alsc
very strong.

Although White has declared he
will actively work against the oil.
between now and the statewide
referendum, his opponentm the up
coming gubernatorial race, formei
Texas Governor Bill Clements, ha*
taken a neutral stance on the issue
and will probabiy remain thatway :
elected, Knox predicts, publicaib
speaking neither for nor agams:
pari-mutuel. Clements” position a;,
along has Deen in favor ol lettir.c
the issue come to a vote of the peo
p“e, he added, and a sudden changi
ol attitude is not expected.

Not surprisingly, having to wa:
another year for the sialewid
referendum ts going to result in r
creased expenditure of both mone
and man-hours. Knox said, in orde
to effectively promote the issue.

If pan-mutuel passes m *h
statewide referendum next fall. .
next likely step will be the loca
option elections in each ol Texa
254 counties. (Only those count:t
that- desire to conduct part-mutui
horse racing will be required to he.
elections ) Tba -:il limits. Class,
tracks (Operational at least 45 ca~
per yean to counties w m CoO--.
tioltfoFat > »<e 7=0 COO. mg "It
adjacent counties Smaner .4,



(Classes 1l ‘and m) could be
operated :n other counties™Joi.
shorteFTime periods.

A little-known tact” 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, i
then, can we realistically expect,!,

completion of the first Class I trackr(il|
"That's a tough timetable tcfm
figure out," Knox said. "So much of iy

it hinges on when the governor ap-ij
ﬁoints the racing commission, andp

ow much effort the commissioners f
have put into visiting other U.S.J
tracks, hiring their staff);
establishing their ground rules for*
licensing procedures, and so forth.)
If the racing commission is ap-:
pointed in, say, February of 19871
and they immediatelz begin the)/
process of educating themselves oni’
the subject of racing andVfl
establishing their rules, then ideailyW
it would go as follows:

"November 1987, statewide
referendum. February, March- or
Apnl 1988, local-option election in
a Class I county. Then, ii 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 ail |
those jactors-xmie puLtoaether”nd v
everyone was doing-thpir-wnrk yon \
mignt see-scmeone take applica- if
tion_to the racinc_commission ini

license. It')
If the local-1
options election is held earlier."-

After the license application is
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 pan-
mutuel in 1981. Oklahoma's
pnmary error was the takeout
structure they established, he said:
it was a 6-6-6 split (six parcent cf
the handle to co to -can* six

rinses, ana six percent to

the track, with the remaining 82
PErcent o w.vinen arpone the
winning tickets). Six percent was
norenquan to allow tracx owners to
feasibly maintain a (~!Ucc r iy,
tpTAvjn to begir”construction.
Texas iearned from "Oklahoma's
mistake, Knox declared.

"The Texas Senate Bill 15 calls
for a 5j-8 split on a straight
wager; on a-multiple wager it's a
5-5-10." Knox explained. "The
financial projections \-e reviewed
before we began constructing the
bill indicated that our takeout
structure is financially feasible for
operating a track.

"I think we've learned h-m
Oklahoma that yon dn H{lh +#
have a finanniAlly. . 'inrbUr

takeout, but you also have to have a -
taxeout structure that rrnlfr-r ‘hn -

state satisfipd *hftt it's getting
enough cenefit from pari-mutuel tg
aiiow it to take place,”" Knox saidT
So we tried to tina a compromise.
Originally, tn the 1983 and 1985
bills, the legislation called for a
5-5-5 takeout, which was financially
unworkable, so we increased the
iracxs take to mght percent~to
make sure that first-class facilities
can be built and maintained:

A fully
operational
horse industry
in Texas could
be a $1.2
billion-a-year
Industry.

Texas will begin seeing a net nm.
lit :rom pan-mutuei ‘nmhilhly

1988." Knox oro'Prted - "ahirh JS

wnen some-oi the Class If jrcirc u||
Fegm tneir pan-mutuel programs

norsr meorK »hP THRA has .

Estimated that lullv operational
icrse =[-0UStV :n T-iv.-tc rpuld be 2
st 2 Clllign-.i vo.ir
napefuhv grow -nto a 5in h-llmn. -,
e-egar mnustr.:__

Dur:.-c »he special session

j"ebate, bill co-sponsor Ika-Hamt
forecasted that pan-mutuel warier-
ing alone~wnr orovida-SI--O-Trrittn:-
JO-ine_alates general revenue ar.
.CaunLbY the year 199.1. A Texas
Department of Agriculture- s‘tiirity
shows~TKar'pari-mutuel will hoofL
the lafrh economy hv anp;?;nrnalni-iw
S713 million, and will bring 2fi OfiO .
new horses to the

"I wish ihera-was soma wav to.
calculate the effer? of i
satellite industries — tourism, horse
safes, 7eal estate purcnases, con-
stnic.tion — all those iactors aryl
mote thjit are comg 11 contribute la
the_ecojjpmy, cecau e | thnk :tls
gotr~lafind”ip rieinr’j-aprnore than -
anyone's proigcted.”- Knox said.

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

"Twenty years from now, when
we're looking at the Santa Anita oi_
Hoilitxwi. the Santa Aiilta of BaAa-s
and the Santa Anita of Sen 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 m
bringing that reality to Arcrtasr't
Knox said.

"Sure, we've got the economic
and climatic conditions here, but
the most important thing is, we nave
the spint of remans?' -»e*
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Presented by: Silvers
Introduced: 03703787
Drafted by: G.L.S.

MATANUSKA-SUSITNA BOROUGH
Resolution Serial No. 87-

A RESOLUTION OF THE 1ATANUSKA-SUSITNA BOROUGH SUPPORTING
HOUSE BILL 32 AND SENA1 1 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 ir. the cities of Palmer and Wasilla
have previously approved 1in an advisory vote the conduct of
certain parimutuel wagering within their boundaries, and

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

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

WHEREAS, horseand dog racing in 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, horse and dog racing in the borough would be a
tourist attraction for Alaska, bringing visitors from other
states as well as other areas of Alaska, and

WHEREAS, horseand dog racing in the borough would
generate additional use of the Alaska Railroad, and

WHEREAS, construction and operation of a race track and
associated facilities and concessions 1in 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
and Senate Bill 63 and strongly urges the legislature to
adopt legislation authorizing parimutuel wagering on such
racing.

87-b 1 Res. $1-437.



2. *That copies of this resolution be sent to The
Honorable Steve Cowper, Governor of the State of Alaska,and
to each member of the Alaska Legislature.

PASSED AND APPROVED bv the Assembly ofthe Matanuska-
Susitna Eorough rhis day of STOlsrh > 1987.

Dorothy A. Jones, Mayor

AT1EST:

Chris SeagrfA/es, Clerk

(SEAL)

87-b 2 Res. 87-£32_



Presented by: Silvers

Introduced: 03/03/87

Drafted by: G.L.S.
MATANUSKA-SUSITNA EOROUGH

Resolution Serial No. 87-f ?

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

WHEREAS, the Alas "a 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 cf 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 need
for new or increased state taxes, and

WHEREAS, authorization of parimutuel wagering woujlLd
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, horse and dog racing in the borough would be a
tourist attraction for Alaska, bringing visitors from other
states as well as other areas of Alaska, and

WHEREAS, horse and dog vracing in the borough would
generite additional use of the Alaska Railroad, 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
controlled parimutuel wagering on horse and dog racing when
locally approved and as generally set out in House Bill 32
and Senate Bill 63 and strongly urges the legislature to
adopt Jlegislation authorizing parimutuel wagering on such
racing.

state

87-b 1 Res. $1-432.



2. ’mThat copies of this resolution be sent to The
Honorable Steve Cowper, Governor of the State of Alaska, and
to each member of the Alaska Legislature.

PASSED AND APPROVED bv the Assembl}/_ of the Matanuska-
Susitna Borough this day of [7)/irrh < 1987.

I
N, .. 24 L .-
Dorothy A. Jones, Mayor

ATTEST:

S&SA w etX!
Chris Seagrayves, Clerk

(SEAL)

87-b 2 Res. 87-C32
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Requesced by: Mayor Bumpus
Prepared by; Mayorla Office

CITY OF WASILLA

P.0. BOX 870430
WASITLLA, 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 local 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 Wasilla; t S e

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 Wasilla
this 12th _ day of August 1985

APPROVED;

Charles H. Bumpus, Mayor

ATTEST:

(SEAL)
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Valley cities would welcome track gambling

ByJIM BRUGGEKS

MAT-SU- Even thou-
gh wagering on a hone
rae s agairst slate law,
the Palmer and Wesilla
aity councils think having
aracetrack in IhcValley B
mgood beton the future.

The two couxils are
looking at parimutual
betting as one way M
make up for the state’s
decliningoilvealth.

However, officials from
both towns acknowledge
lhet legislation will have
W be passed in Juneau

before this form of
gamblingwiH be lecal.

The isae surfaced kst
week, first Inesilla and
then in Palrer,
sequence of events that
hat Palmer scranbling to
mairntain its lead In being
the first Alaska dty to
allonv garbling on horse
raes.

In \Wesilla, Mayor
Charles Bumpus an-
nounced that he would
encourage parimutual
betting N his tom. An
ordinance alloving 1Y

pending state approval, it
being drafted now, ac-
cording to \Wasilla
Development Coordinator
John Stein. That or-
dinance will be introduced
at the Wesilla couxil™s
Aug. 12meeting.

Stein said Friday that
parimutual betting could
be a good aource of
reenve for the dty,
‘through attracting tourism
dollars as wdi as sup-
porting agriaulturalrela-
td busiresses In the

Valley.

He said the *“Anchorage
market” might also
support  parimutual
bettirg. But be cautioned
tet, before the dty
should take on such a
project, a major fessibility
study would need to be
doae.

Immediately after
leaming of Wasillas
inerest In sstirg up a
trak, the Palmer coundl
introduced s own or-
dinance at a gecial

meeting late Thursday

aftermoon.

According lo Palmer
Mayor George Carte, the
meeting was called by City
Manager DavcSoulak and
at die reguest of coun-
dlwoman Marsha Melton,
who B alto the Alaska
Slate Fair manager -

The mayor, who said he
will probably oppose
garbling in Palmer, said
the meeting was called so
Palmer could stay ahead
ofWesillainthisisae.

He noted thet the State
Fair hes, for a number of
years, been interested iIn
establishing parimutual
bdting at ftsrace tradk.

In fact, the fair com-
missioned a study on the
pradlcc of parimutual
betlingin 1977.

The Palmer coundl®s
action, approved
unanimously by Mike
Pippel, Marsha Mellon,
Joe Berberich, Diana
Long and Carte,
established a public

hearing Aug. 13 before the
Palmer coundl .

Carte said before the
meeting that he In“t sure
garbling would be ap-
propriate inPalmer.

According to the fair's
study, parimutual betting
5 Ihe system of wagering
used most often by race
trads. Odds are deter-
mined according t Ihe
approximate ratio of Ihe
amount bet on all horses
1o theamount bet on each
individial horse, Ihe
report states.



CITY OF PALMER, ALASKA

ORDINANCE NO. 321

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

THE CITY OF PALMER, ALASKA, OROAINS:

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
jppllcatlon thereof to any person or circumstance Is held Invalid, .he remainder
of this ordinance and the application to other persons or circumstances
snail not be affected thereby.

Section 3. Chapter 3.32-Parl-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 cnapter to the extent not prohibited by Alaska State Statutes.

3.32.020 Sales Tax Applicability. A two (2) percent sales tax shall be
cnarged 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.

GEORGE W. CARTE", MAYOR

OAVID L. SOUIAK, CITY CLERK



.AIMER SPECIAL CITY COUNCIL MEETING MINUTES - OCTOBER 9, 1966

..e Tull Council 1 0 1
Eve Hermon Council 1 0 1
.oger Saundersﬁx Council 1 0 1
S. Luse Council 1 0 1
Dorothy Saxton Council 1 0 1
Jerry Kann Council 3 0 3
ADVISORY PROPOSITION HO. 1 YES 261* 6 270

NO 155 1 156

There was a total of I*6l* votes cast.

MOVED 3ER3ERICH, SECONDED JOHNSON to certify the election results as
presented. MCU.

2. Avard 31d - Water Veil.

On October 3, 1986 bids were opened for the new water well located at the
southwest corner of the airport. Two bld3 were received, one froa RG4B Contract®
for $7U,1*00 and the other fron M-W Drilling for $1*1*,<*28. The administration
recommended award to M-W Drilling as the low bidder. There were no Irregularltlo
in either of the bids.

MOVED 3EB3ERICH, SECONDED PIPPEL to avard the bid for the new water
well to M-W Drilling, the low bidder in the amount of $e*e* *28. MCU.

3. Avard 31d - 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 $159,166.00; Wilder Construct:
for $163,300 and Rasco for $309,630. The engineer”s estimate was $185,350.

The administration recosaended 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 3ER3ERICH, SSCGNDED DONG to award the Runway Paving bid to
the low bidder, Kersoq Brothers in the amount of S159,lco0.3Q. MCU.

4. Award Bid - Town Square Project.

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

The engineer”s estimate was $11,500. The administration recommended awarding
this bid to the low bidder, Alaska Central Construction in the amount of
$12,300. These bids were also reviewed by the attorney.

MOVED LONG, SECONDED JOHNSON to award the Town Square Earthwork
to the low bidder, Alasxa Central Construction :n tne amount :f

512,300. MC®J.

Mayor Carte" made one comment regarding the hospital. The hospital has purchase*
land in Wasilla and there Is a possibility that the Certificate of Need process *
will r.o longer be required. The Valley Hospital was turned down for a CertifiesZX
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 13 Just a matter

of time before they close down the existing hospital or turn it into seme

other use, according to comments he has heard. The recent Attorney General 3
Opinion Just states it has to be used for a public purpose but ioesr"t have

to remain as a hospital. Once 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 want and Valley
Hospital -ants to be the first to build in Wasilla, rather than .-.ae Providence



Requested by: Mayor B
Prepared by: Mayor*®s

CITY"OF WASILLA*

P.C. BOX 870430
WASILLA, ALASKA 99687
PHONE : 376-5227

RESOLUTION NO. W85-J-6

A RESOLUTION OF THE CITY OF WASILL/ 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 1is the City of Wasilla®"s goal to become
financially independent, 1if possible; and

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

of Wasilla; e o .

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 Wasilla
this 12th day of August , 1985.

APPROVED:

Charles H. Bumpus, Mayor

ATTEST:

(SEAL)

umpus
Office



Requested By: Mr. Welsh
ClTY OF WAS”_LA prepared “By * Clerk"s Officf

290 E. HERNINC AVE.
WASILLA. ALASKA 99687
PHONE: 378.5227

RESOLUTION NO. W86-E-1

PLACE A PROPOSITION ON THE 1986 REGULAR ELECTION BALLOT.

WHEREAS, the council through Resolution No. W85-J-6 supports Local
Option for Pari-mutuel Horse Racing at this time! and

WHEREAS, the Council wishes to know the feelings of the voters on
Pari-mutuel Horse Racing;

NOW THEREFORE BE IT RESOLVED, that the Wasilla City Council directs
the City ClerK to place on the ballot at the regular City election,
October 7, 11386, the following proposition!

— 00 You-Support The Concept Of Local Option Pari-mutuel Horse
Rac i1iig 7"

(G| yes O NO

I certify that a resolution in substantially the above form was
*M oy <thlijor : y of those voting at a duly called and conducted
-a_ oO. ning body of the City of Wasilla this day of

APPROVED!

OOROTHY G. PAGE, Mayor

ATTEST:

(SEAL)
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ARTICLE IV

Du* membe rship of rhis Corporation shall bn classified as
t ullows:

a. Regular Merr.bership: Any person who agreed to
abide bv the By-Laws of the Corporation and who
pays the membership fee specified by said
By-Laws, shall be a regular member. Regular
members shall be entitled to one (1) vote per
membership and no person shall hold more than
one 11) membership >of.-this class. -

b. Corporate Membership; Any business that"agrees
to abide by the By-Laws of the Corporation and
who pays the Corporate Membership fee specified
by said By-Laws, shall be a Corporate Member.
Corporate Members shall be entitled to one (1)
vote per Corporate Membership and no business
can hold more than one (1) membership of this
class.

ARTICLE V

The duration of this Corporation shall be perpetual.
Should a dissolution of this Corporation- become necessary,
then, upon the dissolution-of the Corporation, the Board of
Directors shall, after paying or making provision for the
payment of all of the liabilities of the Corporation,
dispose of all of the assets of the Corporation, or dispose
of all the assets of the;Corporation exclusively for the

purposes of the Corporation 1in such manner, or to such
organizations/or”" organiza“tions:-organizedarid e>?operatedi.
exc tusive ly Z/for charitable, “educational, religious, or"

scientific purposes and shall -at the time qualify as an
exempt organization or organizations under section 501 (c)
(4) of the;; Internal Revenue Code of 1954 (or the

corresponding provision .of .any future United States
Internal Revenue Law), as the Board of Directors shall
determine. Any such assets not so disposed of shall be

disposed of by the Superior Court of the State of Alaska,
exclusively for such purposes or to such organization or
organizations, as said Court shall determine, which are
organized and operated exclusively for such purposes,

ARTICLE VI

The highest amount of indebtedness or Jliability to which
this Corporation shall at any time be subject to 1is ONE
MILLION DOLLARS (51,000,000.00).

<Q .
c u VPR ERICL G VY w0V
No part of the net earnings of the Corporation shall inure
to the benefit of, or be distributable to 1its members,
trustees, officers, or other private persons, except that
the Corporation shall be “authorized and empowered to pay
reasonable compensation for services rendered and to maki*

payments and";!ldistributions 1in furtherance of the purpose”
set forth in-Article 111 hereof.



ARTICLE VIII

i*I0 ITtairs or tne Corporation shctll be managed by a board
ol Directors. which shall have the power 1lo engage such

fai) luvees as Jl deems uoeessarv to carry out th* functions
of ihe Corporalion. J

The number of directois of this CurporatLQ shall be 1

minimum of five 151 and a maximum of nine «J». Directors
shall be elected bv the membership at the annual meeting of
the Corporation. The date of the annual meeting shall be
determined by the By-Laws. In the event of a vacancy on

the Board of Diiectors, the vremaining board members shall
choose a replacement who will serve until the next annual
meeting of the membership.

The Board of Directors shall® select from among themselves
the officers prescribed by the By-Laws.

ARTICLE 1IX

Before transacting any business or acquiring any property,
the persons constituting the membership of the corporation
must meet and adopt By-Laws. The vote of a majority of all
the members in good standing c¢f the Corporation shall be
necessary to the adoption of sich By-Laws and when adopted
the same must be written in a book kept by the Corporation,
to be duly signed by all persons thereafter becoming
members of said Corporation.-

ARTICLE X

The Corporation reserves the right to amend or repeal any
provision of these Articles® in the manner provided by law,
and all rights conferred upon members are granted subject
to this reservation, with the exception, however, that no
amendment ~i-or repeal. shajylj>.,*,s0 e change, the _objects and
purposes of the Corporation!™™ as set forth in these Articles
as to permit any of the assets or net 1income to inure to
the benefit of anv private 1individual, officers, or member
of this Corporation.

ARTICLE XI

The address of this Corporation shall be 231 West
Evergreen. Palmer. Alaska 99645. The registered agent of
the Corporation shall be Marsha M. Melton, <c¢/o0o City
Palmer, 231 West Evergreen, Palmer. Alaska 99645.

ARTICLE XI1

The names and addresses of the persons who are to serve as
the initial 1incorporataj”s and, directors as fTollows:

0. Box 2805 - Palmer. Ak
P. Q.*Box 255 - Willow, AKk.
P. 0. Box 891 - Palmer, Ak.

Executed by the above signed incorporators and directors of

Alaska Pari-Mutuel, 1Inc.,Vin duplicate, originals at Palmer
Alaska on 10 December 1986.,v™
N K
Vi

Subscribed and sworn before"me on this 10th day of December

Notary Public in and for the State OT Alaska

My commission expires: 9 0
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ALASKA_PARIr.MIITUEL. INC.

X BY-LAWS

1
ARTICLE. .1

f
I'TKPUS . The purposes lor which Hus lorpoiaiion |.s fnrmed
tint tin.' powers @i .utv hgercise Hie S*I torii miIhe
Aifjcl«s ot liicu I>@imtjon ol lLlie Association.
ARTICLE 11

OFFICES: The principal offices of the Corporation shall lie
lit the Matnnuska Susitna Borough, 1in the State of Alaska.

ARTICLE 111

SEAL:The Corporate Seal shall have inscribed thereon:
"Altiska Pari-Mutuel, Inc. Corporate Seal. State of
Alaska.". Said seal nay be wused by causing 1it. or a

facsimile thereof, to be impressed or affixed or reproduced
or otherwise.

r.RTICLE 1V

MEMBERSHIP:

A. Any person of the age of 13 years or older, who
is a legal resident of the State of Alaska may
become a member of this Corporation by paying
the annual membership fee hereinafter specified
and agreeing to comply with and be bound by the
Articles of Incorporation and the By-laws of
this 1irganization. The membership year of this
Corpo.*atio shall begin the 1st day of January

each veg& a.id end on the 1list day of December.

* wo

. i f il - L

B. The annua membership fee will be: Regular
membership, twenty-five dollars (S25 .00) and
Corporate memberships will be one hundred

dollars ($100.00).

C. NON LIABILITY FOR DEBTS OF THE CORPORATION: The
private property of the members shall be exempt
from execution for the debts of the Corporation
and no member shall be personally liable or
responsible for any debts or liabilities of the
Corporation unless he voluntarily agrees to be
so bound.

D. MEMBERSHIP NOT TRANS FF.RRABLE: The transfer of
membership 1is prohibited.

E. CERTIFICATES OF MEMBERSHIP: The certificates
of membership shall be entered in the books of
, “the Corporation®s they are issued. They shall
5.° Nexhibi~the*hofderis fame®a®nd shall be signed
by the President or Vice-President and attested

by the)§ecreﬁaraﬂ

F. /REQUIREMENTS FOR MEMBERS TO VOTE AND HOLD

NOFFICE: No member may be a candidate or be
elected a director or vote at anv membership
meeting unless *hiis annual membership fee has
been paid on or before December JI of the
current vear (ypzexceptions).

VA

* » rfvi

»



ARTICLE .V 'j
" .
Fo'llo e loll | * mki<n *:0:S

Vo i IUKS lor ti1l i*1 Cliiit o> <udimg niiio-
Lor 4iiv til ¢i*™e -pllrpillse :dQi.iil" !*p li«*ld ir rin*
priin:enol nillck nr Slis: idiipoi'iijon hi 11 i
COnve iiit*n Il or.Seitib Jv irni.." in Mu* M ir.iiin>i%.i
SUS.L.tITU  TUL i (IliKh . MIf»il»I*1S shall HE*id Vo I» eeil Ml

such flat* .uni pioi’i» in lho noiice ot meet mu.

a. An AidigiH I Meeting shall lie held doring !lih
third week oF January. The Membership shall
transact such business as may lie proper, and
elect Direciors as prescrigfd by the Articles
of Incorporationl.

C. A quorum shall consist of fifteen (17 members
in good standing. Proxy voting shall not be
permitted. In the event a quorum 1is not

present, those members entitled to vote shall
have the power t.o adjourn the meeting until a
quorum is present.

J). Each member having the right to vote shall be
entitled to one 11) vote. Roberts Rules of
Order shall be followed 1in the event of
questions on parliamentary procedure.

E. Notice of the Annual Meeting shall be given to
the Membership at least ten (10) days prior to
the meeting by mail. Failure to receive notice

shall not affect the validity of the meeting or
any proceeding in such meeting.

F. :Special meetings of the Membership shall be
called by the*lFresident or"-"Secretary at the
request in writing of fifteen (15) members

in good standing. Such request shall state
the purpose of purposes of the proposed
meeting. Business transacted at all special

meetings shall be confined to the object
stated 1in the call.

G. Written notice of a special meeting stating
the time, place and object thereof shall be
nailed, postage prepaid, or delivered 1in
person, at least ten (10) days before such
meeting, to each member at such address as
appears on the Membership roster.

ARTICLE VI
DIRECTORS:

A. At the Tfirst meeting of the Membership of this
Corporation. Directors shall be elected to
.»/.succeed the 1incprporat jng« Direc tors .

ft The number of Directors shall be seven (7). <id
shall serve for.overlapping three tl) year
terms. Directors shall be elected at the
Annual Meeting of the Membership and shall
serve until their successors are elected and
qualified.

C. Any Director may resign at uuv time by mailing
nr delivering his resignation, 1in writing, lo
the Corporation. The acceptance of such
resignation, unless required fov the terms
thereof, shall not be necessary to make it
effective.



It itin mcice nt .liv Dii vetor become? y.uMur

tor .in* n*isun. 1hi* mojnr 11v ol rhi* ;*:*ainll:*
bii«ciois vliill chouse . succei.-ioi wlihin
rliirrv " I)i davs. who shall liulil riftl.ee im  mhi*
uui'xp tred *#i . iji mil il :h« uex|l eleceieti ni

f)i infoini -4 \iiv Direr. liir miv be il'l.DVfil .hi
OaHSe bV !lie wmwNil'nllifi* “OilL.* 'll. 1Uli-1hiiit4

ot" the qifiadieis presmil it i westing Inc ilii

purpose. Niv Direr toi wav he removed hv i
majorit.v vote ot' I)lrecrcms t'nr unexcused
absences iron: three consecitllve regular
meetings nf the Board.

The property anil business ot the Corporation
shall he managed by 1its board of Directors
which ™".av exercise all such powers, do all
such Jlawful acts and things as are nut bv
statute or by the,.Certificate of Incorporalloo
or by these By-Laws directed or required to bn
exercised or done dv the members.

The Directors shall have control of all
expenditures. No officer, director, committee,
agent or employee shall have the power to
obligate the Corporation for any indebtedness,
purchase or thing whatsoever, without first
having been approved bv the majority of the
Directors present at a regular or special
meeting. No bills shall be paid without first
having been approved by a majority of the
Board of Directors present nt a regular or
special meeting.

The Directors may appoint such agents r-
employees as it shall deem necessary. i.
exercise such powers and perform such o

as shall be determined by the board.

ARTICLE VIIg*-
i * A
COMPENSATION:

A Compensationwill be pursuant lo Article VII of
the Articles of Incorporation.

B. The salaries of any designated agent or
employee shall be fixed by the Board of
Directors.

ARTICLE VIII
MEETINGS OF THE BOARD OF DIRECTORS:

A. Regular meetings may be Hlield at sucli time and
place as determined by the Board.

; B. Special meetings may be called by the President
on two (2) days nptice to each Director, either
B e —* engeepersonally or”~bySttelephonev-mail or telegram.
Special meetings shall he railed by the
President or Secretary 1in a like manner
,.nhnd on 1like notice on the written request of
any Director, Unless otherwise indicated, in
the notice thereof, any and all business inuv bv
transacted at a special meeting. No notice m
any adjourned meeting need be given.

C. .A majority of the Directors shall constitute a
qguorum for the transaction of business. The
act ot" a majority present at anv meeting ai
ewhich there 1is a" quorum shall [Iitt an act of the
Board of Directors, except as may be othttivise
specifically ptovidod bv Statute. Article of
Incorporation or these By-Laws,



ARTICLE IX

j 1E TOFVT:
rhi*x U'lle<ldMill ShaldL ptw> L™ "HI* hi’ iij.Im lii
villix 11 il w0 LJQi*:2 hi o h»* i~ ifesfy il (]
I)Iii*i_;lm S ; sha 11 Lfivi* *onse "] enl .i-;_i lee
It L5070 0 1 200% DUSTArF S 20 P LT T1 el

iud will »i'f lhat .ill ®1M1*is .nd ri*sulntiun>
ut tin* Hod il are cai iiiml into efled

b. liesli.il) execute bonds, \urtgages . deeds.
negotiable instillments .md other coniiictf»
requiring a seal; under the Seal off the
qupo rat ion, -

C. He® shall be an mx-o fficio member (non voting
except 1in Illie case ot a * of all standing
committees, and shall have the general
powers, responsibilities and duties of
supervision and management usually vested j.n
the office of President of a Corporation.

ARTICLE X

VICE -PRESIDENTS; The Vice-President, 1in the absence or
disability of, the President shall perform the duties and
exercise the powers of the President, and shall perform
such other duties as the Board of Directors shall
prescribe.

ARTICLE XI

THE SECRETARY:

A. The Secretary shall attend all sessions of the
Directors and all meetings of the members and
record all votes-and minutes of all proceedings
in a book to be kept for that purpose. He shall
perform like duties for the standing commit tees
when required. He shall give, or cause to be
given, notice of all meetings and special
meetings of the Board of Directors, and shall
perform such other duties as may be prescribed
by the Board of Directors or President. He
shall keep 1in safe custody the Seal of the
Corporation and,” when authorized bv the
Directors, affix the same to any instruments
requiring It. When so affixed, if shall be
attested bv his ,83gnature or by the signature
of the Treasurer’.c

ARTICLE XI1
THE TREASURER

A. The Treasurer shall have the custodv of the
corporate funds and securities and shall keep
full and accurate account of receipts and
disbursements Tn books belonging to the
Corporation 1in such depositories as mav be
designated bv the Directors.

4 »

B. He shall disburse tlie funds of the Corporation
as may be ordered by the Dtrectois, taking
proper vouchers fur such illshui sements and
shall render to the President and Directors,
at the regular meetings of the Board, or
whemver they may require 1it. an account of all
his transactions as Treasurer and of the
financial condition of the Corporation.



ARTICLE J i1l |
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ARTICLE X1V

:n UI'CTDRS LWN'U .M. S TATTIEN ' 'T: Thix 0 icni"l Oi*i. toliior ni»se nt 11
each Annual Meniing, a lull ind cleai wmdalemeul ... . ®
business ami comli limis ol" the Corporal ion. ITiu business

vij.ii* shall be tF«w.i .lanuarv 1 110 O0<:»»mb*.*r 31.

ARTICLE XV

WAIVER OF NOTICE: Ariv _member or Director may waive 1in
writing any notice ot- meeting required to lie given by these
Pv-Laws.

ARTICLE XVI

AMEND MEXT : These Rv-Laws inav. lie altered, amended nr
repealed by a majority ot the members present at a regular
meeting or a special meeting called tor the purpose. A ten

i 10) day notice shall have been given to the Membership of
the proposed action at any special meeting.

ARTICLE XVII
ADOPT ION1: The foregoing code of By-laws of Alaska

Pari-Mutuel, Inc., if and when duly adopted, shall be
signed by the Pres.*(lent and Secretary of 1iLhe Corporation.



CITY OF WASILLA

290 E. HERNING AVE.
WASILLA, ALASKA 99687
PHONE: 376-5227

COUNCIL MEMORANDUM
NO. 86-98

FROM: Canvass Committee
DATE: October 13, 1986

SUBJECT: Canvass Committee Report, Regular Election
October 7, 1986

1 certify that 1in accordance with provisions of AS 29.26.040
a RenuJdar Election was held within the City of Wasilla

on October 7, 1986 for the purpose of electing a Mayor

with a term to expire October 1987 and four (4) Councilmen,
Scats C & D with a term to expire October 1987 and Seats

E & F with a term to expire October 1989 and the results

of all Regular, Absentee and Write-in Ballots are shown

on Attachment "A".
Recommenced Disposition of Questioned Ballots

The Canvass Committee recommends approval of Attachment
m=Bl" and ,B2".

L.. Marie Hulke, Chairman
Canvass Committee



SEAT T
CANDIDATES

rtO8LEY, VINCENT .

PATTERSON, OONALD C.

VRLIEINS

TOTAL

SEAT *O*
CANDIDATES

BEVILER, CLYDE
CARNEY, DOMONIC
GROB, DONALD (RICK)
WRITEINS

TOTAL

SEAT "E*
CANDIDATES 1

HIELLEW, PAT
YENG , MICHAEL
NRITEINS

101>

S6AT F*
CANDIDATES

CARTER, THOMAS L.
HAN, TERRY R.
POSEY, DONALD R.
WRITEINS

TOTAL

ATTACHMENT "A"

ELECT ION WORIKSMEET

REGULAR-
137 135
158 toe
177 130
3 2
348 240
REGULAR
137 138
o} 55
129 127
125 53
2 0
349 255
REGULAR
. 137 138
157 108
207 151
2 1
355 250
REGULAR
137 138
157 149
59 45
(B 59
2 0
345 251

PEGULA? EIEIUON 10-7-05

ABSENTEE
137 138
1= n
un 7
0 0
23 18
ABSENTEE
137 138
3 7
13 5
7 8
0 0
23
ABSENTEE
137 138
13 12
10 10
0 0
23 22
ABSENTEE
137 138
10 5
1 2
12 12
0 0
23 19

QUESTIONED
137 138
0 0
0
0 0
0 0
QUESTIONED
137 138
0 0
0 0
0 0
0 0
0 0
QUESTIONED
137 138
0 0
0 0
0 0
0 0
QUESTIONED
137 B
U
0 0
0 0
0 0
0 0
0 0

TOTAL

29?

325

529

TOTAL

159
275
203

549

TOTAL

290
373

571

TOTAL

321
118
201

542

47.541
51.571
.791

100.001

25.041
42.371
31.281

311

100.001

43.221
55.331
.451

100.001

50.001
1B.381
31.311

311

100.001

.i-l _
CANDIDATES i 11?

6USHKEU, XIUE" R.
COTTLE, COLLEEN j.
DtCAMP, RICHARD >. B
LANSILL, ERAHL S.
MCCARTHY, RAYMOND f.
«AFETIN, ED 5R.
NEXANE HRAD S
FASE, DOROTHY 6.
WRITEINS

TOTALS 383 23 24
ADVISORY QUESTIONNAIRE

PARI-MUTUEL HORSE RACING

YES 181 181 15
NO w 9 &
TOTAL

1Yt

22

DIESL ILNEC

S35 1IZBTOTAL

1
50
117
23
25
oY)
ies
104
6

0 714

0 393
0 241

534

M. 151
200

15.391
3.221

3.507

13.871
26.471
14.571
.611

100.001

51.991
38.011

100.001



JMaslui JSiate JEegislature

INTERIM OFFICE iHlicl) All
1024 WEST SIXTH AVENUE - > CHAIRMAN
ANCHORAGE. ALASKA 99501 r> -

(907) 274-2843 e I

IN SESSION-- - -
POUCH V "Jfr-
JUNEAU. ALASKA 99811

Semite Committee on State |Vffairs

PARIMUTUEL WAGERING

FACT SHEET

"Pari-mutuel™ 1is a French term freely translated as
"betting among ourselves.” This system of betting was
devised in the late 19th century as an alternative to the
on-course bcokmaking which was then the common form of
betting on horse races. Instead of placing a bet with the
bookmaker at his odds, parimutuel bettors buy tickets on
individual entries in a race and contribute their bets to a
pool which is distributed to holders of winning tickets,
after the track takes out a percentage. Unlike the
bookmaker, the track has no interest in which horses win or
lose. The odds are determined not by the bookmaker but by
the number of winning tickets on each race, and the payoff
is decided after the race instead of before.

People wager 1into a common pool, held by an impartial third
party, then after the race, the money 1is repaid to the
winning ticket holders. The impartial party (Race Track),
deducts a percentage of the total amount wagered (Gross
Handle) for providing the service and the facilities, "he
percentage deducted (Take Out) 1is a percentage of the Gross
Handle.

The most significant figure in the racing industry is the
retained percentage of the gross pool, or the Take Out.
The Take Out 1is what pays the bills, provides revenue 1in
the form of: (1) State and/or municipal tax ; (2) The race
track®"s primary source of income? and (3) The Purses for
Horsemen.
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SECTIONAL ANALYSIS OF CSHB 32 (Finance)

"An Act establishing the Alaska Racing Commission and
authorizing parimutuel wagering at sanctioned events."”

Section 1

AS 05.40.010 Adds a new chapter to Title 5 entitled,
"Horse Racing and Team Dog Racing"™.

Establishes an Alaska Racing Commission in the Dept, of
Revenue, composed of five members who are appointed by the
governor. (Note: the bill originally provided for
legislative confirmation of the appointments, but it was
deleted by the House State Affairs Committee.)

The composition of the commission is as follows:

- one member must have experience in the
regulation, supervision, or conduct of
parimutuel wagering, horse or dog team racing?

- one member must have experience in law
enforcement?

- one member must have accounting or book-—
keeping experience and?

- two members are public members.

Provides that individuals be residents of the State at the
time of their appointment, and cannot have been convicted
of a felony or a gambling offense defined in AS 11.66.200
-280 or a comparable provision of the law of another state.

Requires the Dept, of Public Safety to conduct an
investigation to ascertain whether a person appointed to
the commission by the governor, has been convicted of a
felony or a violation of the parimutuel law, a gambling
offense, or a comparable provision of municipal, state or
federal law.



Enables the commission to elect a chairman, and requires a
quorum of three members to transact business.

Section 05.40.020

Section 05.40.030

Section 05.40.040

Section 05.40.050

Provides for a four year, staggered
term of office.

Establishes procedures for the removal
and suspension of commission members.

Provides for the compensation and per
diem of commission members. Members
are eligible for per diem, travel
expenses and are entitled to comp—
ensation of $100 per day for each day
the member 1is engaged in the actual
performance of duties as a race meet
observer.

Sets out the duties and powers of the
commission, 1in consultation with the
Attorney General. Provides for the
adoption of regulations concerning
license renewal, and the immediate
suspension of the license of a person
during an investigation of a violation
of the racing law or a regulation.

Enables the commission to set license
and special permit fees; and requires
the commission to make an annual report
to the Legislature and the Commissioner
of Revenue prior to April 15th of each
year.

Allows the commission to hire staff,
issue subpoenas, compel witnesses
to appear before them, and appoint
hearing officers.

Allows the commission by regulation, to
impose an additional surcharge for a
race meet not to exceed $1.00.



Section

Section

Section

Section

Section

Section

05.

05.

05

05

05.40.110.

05.40.120

40

40

.40.

.40.

.060

.070

080

100

The attorney general shall enforce the
regulations of the commission.

Provides that all records of the
commission are public records and are
subject to public inspection.

Fees and other money received by the
commission shall be paid into the
general fund.

Provides that a race meet operator®s
license is valid for three years unless
it is revoked or suspended. A license
cannot be 1issued until an investigation
by the Dept, of Public Safety is
completed.

A race meet operator has the exclusive
right to operate or contract for the
operation of concessions at the site of
the race meet.

Requires special permits for indi—

viduals employed during a race

meet.

The special permit is valid for one

year and may not be 1issued until an

investigation by the Dept, of Public
Safety is completed.

Provides that the commission may not
sanction a race within a municipality
unless a majority of voters has
approved a referendum authorizing
parimutuel wagering; and until the
municipality approves the 1issuance or
renewal of a race operator®s license
after a public hearing on the matter.
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Section 05.40.

Section 05.40.

Section 05.40.

Section 05.40.
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Sets out the distribution of the
parimutuel pool as follows:

least 65 percent to the holders of

winning tickets;

15 percent to the race meet operator
conducting the race meet;

10 percent as purse money; and

10 percent to the Alaska Racing Commission

140

150

200

900

Provides that the commission may adjust
by regulation, the distribution of the
pool as necessary to promote efficient
and successful race meets.

Requires the race meet operator to
report to the commission within 30 days
after each race or the dist “bution of
the parimutuel pool and 30 day? after
the race meet, on the operatioi and
proceeds of concessions at the sight of
the race meet.

Allows the commission to appoint a
member of the commission or other
person to observe the conduct of race
meets. Requires an observer to be
present at each meet on the day before,
the day after, and during the race
meet.

Sets out prohibited acts and penalties,

The operation of the commission is

subject to the Administrative Proced—
ures Act (AS 44.62).



Section

Section

Section

Section

05.40.910

05.40.990

18.65.080

Provides that the commission is subject
to AS 39.50 (conflict of interest).

Definitions.

Adds a new subsection authorizing the
Dept, of Public Safety to conduc**
investigations as required for mergers
appointed to and employed by the
commission; race officials; race operat—
ors, or individuals applying for

special permits.

Provides that the governor make the
initial appointment of commission
members within 120 days after the
Act goes into effect.
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INDEX OF ADDITIONAL RESEARCH MATERIAL ON PARIMUTUEL
WAGERING SUPPLIED BY SENATE STATE AFFAIRS

1A Information on parimutuel racing for Minnesota
legislators: prepared by the Minnesota House
of Representatives Research Department.

IB Taxation of Minnesota®"s horse racing industry, 1983
legislative changes.

2 Comparison of Arizona"s Racing Commission statutes,
1980.
3 "The Economic Syndrome of Racing"”, by Gary Amundson,

Coordinator of the Race Track Industry Program,
University of Arizona.

4 A general theory of racing economics and taxation:
"Towards a General Theory of Racing Economics and
Taxation."

5 Montana Board of Horse Racing statistics/summary
of complaints received and their disposition, FY 34
and FY 85.

6 A comparison of participation 1in 32 gaming,

amusement, and promotional activities by
residential neighborhood, Public Gaming, 1984.

7 A 1983 report on the racing industry in Illinois.

8 1985 Annual Report of the New Mexico State Racing
Commission.

9 1985 report of the Washington State Horse Racing
Commission.
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11

12

13

1985 Wyoming Parimutuel Commission, annual report
Parimutuel tax: - Florida tax handbook.

A report on the handle, breakage and purse at thelO-day
Oregon State Fair 1986 race meet.

Parimutuel betting: An analysis of the Implications of
Legalizing Parimutuel Betting in Alaska, in terms of
possible underworld involvement and General Economic
Considerations. Summary of report prepared for Alaska
State Fair, 1Inc. 1in 1974.
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THE PARI-MUTUEL AMENDMENT

This material answers some of the most frequently-asked
qguestions about the constitutional amendment to permit
the Legislature to authorize pari-mutuel betting on horse
racing. A Dbriefer version of this vreport 1is available
as an audio cassette ‘'"Pari-mutuel Betting" that may be
requested from the House Research Department (296-6753).
Further information on the pari-mutuel betting amendment
may be obtained from John Williams, 296-5045. A summary
of all the amendments to be voted on this year is contained
in the House Research Department publication "Constitutional
Amendments at the 1982 General Election.”

Minnesota House of Representatives . Research Department . 17 State Capitol



What 1is the pari-mutuel
system of betting?

What states have allowed
pari-mutuel betting on
horse racing?

PARI-MUTUEL BETTING

"Pari-mutuel™ is a French term freely trans—
lated as "betting among ourselves.” The pari—
mutuel system of betting was devised in the late
19th century by a Frenchman, Jean Oiler, as an
alternative to the on-course bookmaking which
was then the common form of betting on horse
races. Instead of placing a bet with the book—
maker at his odds, bettors under Oiler* system
bought tickets on individual entries 1in a race
and contributed their bets to a pool which was
distributed, after the crack cook out a percen—
tage as '"stakesholder,” to holders of winning
cickets. They were "becting among themselves,"
and the crack, unlike the bookmaker, had no
inceresc in which horses won or lost. The odds
were determined not by the bookmaker but by the
number of winning cickets on each race, and the
payoff was decided after the vrace instead of
before. For an explanation of a typical pari—
mutuel "win"™ pool see Appendix I.

In addition co the traditional win-place-show
betting several varieties of more complex bets,
known as "exotic wagering,"” have become popular
at many tracks. Some of the more widely known
are:

Daily Double- The bettor picks the winners of
Che first two races of the day.

Quinella- The bector picks che first two horses
in a race in eicher order.

Perfecca— The bector picks che first and second
place finishers, 1in chat order.

Twin Double- The holders of the winning combina—
tion in che first two races of che twin double
exchange  their tickets for combination of
winners 1in che second two races.

The exotic becting pools are entirely separate
from che win-place-show pools on each race, and
usually have a higher takeout race (see "How
is pari mutuel betting taxed?" p. 6).

In 1980 pari-mutuel betting on horse racing was
conducted in twenty-nine scaces, and was per—
mitted by law buc not conducted in three ocher
scaces.

Appendix 1l (map) shows che status of pari—
mutuel becting nationally in 1980.

Minnesota House of Representatives Research Oepartnent
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What does the amendment say?

Does the amendment deal with
any other type of gambling?

Would the amendment legalize

pari-mutuel betting?

What does Minnesota law now
say about gambling?

THE PARI-MUTUEL AMENDMENT

The pari-mutuel amendment would add the following
section co Article X of the Minnesota
Constitution.

"Section 8. The Legislature may authorize on-
track pari-mutuel betting on horse racing in a
manner prescribed by law."

The question on the November ballot will read:
"Shall the Minnesota Constitution be amended to
permit che Legislature to auchorize on-track
pari-mutuel becting on horse racing iIn a manner
prescribed by law?"

No. The Constitutional ban on lotteries (Article
X111, Section 5) would not be amended by passage
of this amendment, but the amendment would pre—
clude any challenges co a future pari-mutuel law
on che grounds that ic authorized an unconsti—
tutional lottery.

No. The Legislature would have to enact an
enabling law or Jlaws before any pari-mutuel
betting would be permitted.

The gambling section of the state Criminal Code
(Minnesota Statutes, Section 609.751) makes it
a misdemeanor to "make a bet,"™ other than a
private social bet not a part of any organized
gambling. " If the pari-mutuel amendment passes
che Legislature would, as part of any pari-mutuel
enabling legislation, have to creace an excepcion
to this law.

The Criminal Code also prohibits conducting
lotteries, operating gambling establishments and
possessing gambling devices. Exceptions are made
for the playing or use of bingo, raffles, addle-
wheels, cipboards and ticket ja:s by 1 censed
non-profit organizations for chari.able purposes.

Minnesota House of Representatives Research Departaent



How do states now regulate
horse racing?

HORSE RACING

In all racing states but one, horse racing is
reguiaced by one or more appointed commissions.

Five s.ates have separate commissions for
thoroughbred and harness racing. The one excep—
tion, Florida, .egulates racing through a pari—
mutuel wagering division in the state Department
of 3usiness Regulation. Most commissions

consist of three or five members appointed by
the governor and usually approved by the state
Senate. Normally the compensation of the
members is token or nonexistent.

The most 1important and controversial activity
of racing commissions is the allocation of
racing dates among tracks, since the number and
timing of racing dates often plays a crucial
role in the success or failure of a crack.
Commissions generally are given a great deal
of discretion by law in allocat ng dates.

The licensing of vrace track personnel, often
everyone from horse owners and jockeys to con—
cession and maintenance workers, is another
major commission function. Commissions also
govern betting, tax collection and the rules
of racing.

From the standpoint of che public :he racing
commission®s most imporr_.nt role is to guarantee
the security and integrity of racing. Through
the licensing process a commission can bar per—
sons with criminal or ocher questionable back—
grounds not only from working at a race track
but even from entering 1its grounds. It can
regulate or prohibit betting by track and racing
personnel, and insure che correct classification
and 1identification of race horses. In many
instances, however, much of the security pro—
vided at racetracks comes not from che state
commission but from private agencies, such as
Harness Track Security and Thoroughbred Racing
Protective Bureau, which are affiliaced with
racetrack associations.

Minnesota House of Representatives Research Departient



What types of racing could
be allowed under the
amendment?

What is thecurrent state
of che horseracingindustry?

There are three types of horse racing which the
Legislature could authorize under the amendment:

Thoroughbred- Thoroughbred racing is sometimes
referred to as "flat racing."” Thoroughbreds
are registered horses whose ancestry can be
traced back to one of the three "foundation
sires” whose lines began in the mid-17ch century
Most running races in the United States involve
thoroughbreds.

Quarter-horse- Quarter horses constitute the
other breed of running horses in the United
States. They are bred to run at maximum speed
over a quarter of a mile.

Harness— Harness horses, also known as standard-
breds, race at a trotting rather than running
speed and are guided not by jockeys but by
drivers who are pulled behind the horse in
sulkies.

0f the approximately 13,000 racing days reported
to the National Association of State Racing
Commissioners 1in 1980 the largest percentage
(44 percent) was for harness racing, Tollowed
by thoroughbred (37 percent), quarter horse
(3 percent) and mixed thoroughbred and quarter
horse (16 percent). This last category 1is one
of the most rapidly growing types of racing,
particularly in the western states.

The present state of the racing industry is chat

it

is basically healthy but facing some major
uncertainties.

For several years horse racing has been
America"s best-attended spectator sport, and
in 1980 the sport drew a total attendance of
about 75 million.

At che same time it is clear co many observers
that the horse racing industry 1is facing signi—
ficant problems. Much of 1its recent attendance
growth has been more apparent chan real, being
the result of more racing days racher chan more
racing fans. Total state revenue from racing
in 1980 was actually $2 million lower chan 1in
1976, although 46 percent higher than in 1970.

Minnesota House of Representatives Research Departacnt



At the heart of the industry®s difficulties 1is
the fact that the average racing fan 1is growing
older and, 1in che view of many crack operators,
too little has been done to attract newer and
younger followers. Racing does not appeal co
a broad market but rrher depends on the loyalty
of a faithful following- despite the attendance
figures, the Gallup Poll since 1937 has shown
that the percent of the public which considers
horse racing its favorite sport has never been
over 4 percent, and the percentage which has
attended a horse vrace within the previous 12
months has never exceeded 10 percent.

These problems do not exist to che same extent
at all racetracks. In 1980 of the 114 thorough—
bred cracks in North America 41 recorded new
single-day record pari-mutuel handles (tot;1l

bets) and 15 sec single-day attendance records.

The combining of live and closed-circuit tele—
vised racing and the gradual growth of off-crack
betting also show promise of becoming imporcant
new revenue sources for racing. It is clear,

though, that for horse racing to remain at the
top of the attendance list will require even
more innovative and aggressive marketing and
promotion 1in an industry which has always felt
more comfortable with tradition and custom.

Minnesota House of Representatives Research Department



How Is Pari-mutuel
taxed?

becting

IV. TAX EFFECTS

The types of taxes normally imposed on racing
by scaces are taxes on wagers and admissions,
and occupation and license fees.

Normally about 85 percent of the money in a
pari-mutuel pool 1is returned co winning ticket
holders as payoffs (the percentage is lower for
many "ex tic pools™). The remainder 1is called
the "takeout™ and a percentage 1is paid to the
state as pari-mutuel tax. The rest of the take—
out goes for purses, breeders®™ awards and the
racetrack®s commission.

In some scaces the pari-mutuel tax 1is a simple
percentage of the total pool- in Arkansas, for
example, it 1is a flat 6 percent. In several
ocher states che tax 1is graduated according to
size of Che daily or annual total pool at each
crack. An example 1is New Hampshire, which has
Che following tax schedule for harness racing.

Pool Totals (daily) State Tax

First $100,000

Win-Place-Show 17.

Exotic Pools 2.
Next $150,000

Win-Place-Show 47.

Exotic Polls 87.
$250,000 and over

Win-?lace-Show 5.57.

Exotic Pools 8.

Minnesota House of Representatives Research Oeparteent



What state revenue could be
expected to result from

pari-mutuel
Minnesota?

betting

in

Pari-mutuel taxes range from a low of .5 per—
cent on all pools at New Jersey"s new publicly
owned Meadowlands sports complex to a high
of 10 percent on most exotic pools in Michigan.

States also receive vrevenue from racetrack
admissions taxes (usually 10 cents per ticket,
although going as high as 30 cents in
Nebraska) track and occupational licenses and
breakage (for an explanation of breakage see
Appendix 1). These sources, along with ocher
miscellaneous sources of direct revenue, will
usually account for between 10 and 20 percent
of a state"s total horse racing-related
revenue, with pari-mutuel taxes accounting
for the rest.

Portions of the takeouc are frequently set
aside by law for various funds 3nd programs
to benefit the state horse breeding industry,
such as the Kentucky Thoroughbred Development
Fund, the Ohio Thoroughbred Race Fund and che
Louisiana Breeders Fund.

This question 1is difficult to answer because
chere 1is now no way of predicting the number,

size, location and attractiveness of the race—
tracks which might eventually operate in the
state. Racetracks vary widely 1in all these
characteristics, ranging from such giant
facilities as Florida®™s Hollywood Park with

an average daily attendance of over 30,000
and average daily pari-mucuel handle of over
$5 million in 1980, co such modest operations

as South Dakota®s Park Jefferson, where 1in
1980 an average crowd of 1,753 bet an average

of under $130,000 each day.

As Appendix 11l shows, the spread in racing
revenue among states is substantial, with
three states (New York, Illinois and
California) accounting for 56 percent of che
revenues. When these scaces are excluded che
average pari-mucuel revenue per state fTalls
from $16.4 million to $10.2 million. On a
per capita basis in 1980 che average pari—
mutuel tax revenue per capita for all racing
scaces was $3.27, but the average racing state
received $2.26 per capita, again suggesting

Minnesota House of Representatives Research Department



che dominance of che cop chree scaces. If
che 1iaccer figure Is used as being more repre-
sencadve of che average scace experience,
Minnesota could expecc co receive abouc $9.2
million per year.

Even when che cop chree scaces are ellmlnaced
che per-caplCa figures are highly influenced
by che number of cracks and vracing days in
each scace, so a more accurace measure may
be revenue per racing day (in compiling

figures each day of operacion at each crack
is a separate racing day). According co sta—
tistics compiled by che Nadonal Associadon

of Scace Racing Commissioners che average

pari-mucuel handle per vracing day per crack
in 1980 was $854,186. A 5 percent tax levied
on che cocal daily pool would then yield abouc

$42,710 per day. With che average thorough—
bred <crack in 1980 holding abouc 60 racing

days a year, che average annual tax revenue

per crack could then be esdmaced as abouc

$2.6 million. Estimates of pocencial

Minnesota revenue could then be made using

assumptions abouc che number of cracks and
racing days ancicipaced 1in che scace but it
should be kepc in mind chac these laccer
faccors are among che most uncertain elements

in the question.

*inn«sot» Houti of ftcortscntttUff Rtitarch Otoartatnt



V. ECONOMIC EFFECTS

What economic benefits could be The difficulties 1inherent 1in attempting to

expected from pari-mutuel forecast tax revenues from pari-mutuel betting

becting in Minnesota? on horse racing also are present 1in any
estimate of the economic benefits from one
or more Minnesota racetracks. All the unan—

swered questions about the number, size,
location and attractiveness of tracks makes
this kind of forecasting highly speculative,
and makes any conclusions tentative.

Most economic benefits from pari-mutuel
betting would fall into one of two categories:
tourism.

job benefits to be expected from
, other than the benefits to the horse
breeding 1industry discussed elsewhere 1in this
report, can be classed as either-px-imary*
meaning at the track, or secondary, meaning
ift service ana nospitality industries wnicTT
benetit trom racing as an attrarrinn. A-~Rorth
Carolina General Assembly study of pari—
mutuel betting 1in 1979 reported that based
on information from other states the total
wages paid to full and part-time track
employees are roughly equal to 2.5 percent
of the track"s total handle. If Minnesota
were to have the "typical™ thoroughbred track
(based on 1980 national averages) referred
to in the section on tax revenue, with a 60-
day season and an average pari-mutuel handle
of about $850,000, total wages for the season
would be about $1,275 million per track (this
would not include jockeys, trainers, and other
personnel who earn their 1income from purses).
The same report also estimated that each on-
track job would produce about 1.5 additional
jobs off the track, but the variation in pay
scales for these jobs make their total payroll
extremely difficult to project.

It should be kept in mind that manv of these

jobs are seasonal, and some others require

skills or experience uhich™Mnuld- c-awi-re- t-hao-
vto be filled at teasr for a pr.nlnd- hy non—
residents. These factors woj"d 1 r.he

overall Job impact of pari-mutuel becting.

Minnesota House of



Tourlstn-~-The other major economic effect of
_r~elng™would be in its stimulation of courism.
A study of racetracks by Economic Research
Associates estimated chat 16 percent of the
attendance at an average racetrack is from
out of state (although at the Ak-Sar-Ben crack
in Omaha this figure at times approaches 50
percent). The same study also indicated that
these tourists bet abouc $150 perday and
spend another $83 per day (updacedto 1980
levels) on other items such as food, lodging
and transportation.

Since Minnesota is already a high-tourisrn
stat%.ic may be thac the major tourism effect

of < or more racetracks 1is not on che number

of new tourists ic will attract but on che

time chey remain 1in che scate and the addi—
tional money chey spend.

One further factor 1is che number of Minne—
sotans now traveling out of <che scace co
attend horse racing in ocher scaces and Canada

who would vremain in che scace and patronize

its crack. There are no firm estimates of
how large this population 1is but several

legislators believe chat it is considerable.

Some contend thatin some racing days ac

Assiniboia Downs in Winnipeg one-fourch of
the pacrons are Minnesotans.

What 1impact would pari-mutuel The horse industry includes all those indivi—
betting have on the horse duals (owners, trainers, breeders, veterin—
industry in Minnesota? arians, scablehands, ecc.) and facilities

(breeding farms, training cencers, medical

centers) which are needed co furnish race—
tracks with horses. Nationally ic is a multi-

billion dollar operation active in all of the

continental scaces. A specific example 1is
Ohio, where in 1977 che state Harness Horse—
men*s Association estimated chat che total

investment 1in the Ohio harness horse industry

alone approached $250 million.

The horse 1industry in Minnesota is not incon—
siderable even without pari-mucuel betting.
The Agricultural Extension Service estimates
that there are now between 180,000 and 200,000
horses in Minnesota, owned by abouc 60,000
persons. There is also horse racing in

Minnesota House of Representatives Research Department



Minnesota, 1including harness racing at county
fair tracks sponsored by the Minnesota Harness
Racing Association and an annual meeting
jointly sponsored by the state thoroughbred
and quarter horse associations at the
Washington county fairgrounds.

According to many Minnesota horse owners,
however, the absence of pari-mutuel betting
has been a major hindrance to the growth of
the industry. James S. Lane of che Minnesota
Horse Council (an industry group 1including
breeders, trainers and saddle clubs) cold a
Senate Committee 1in 1982:

It's obvious why horse racing in Minnesota is such
a well-kept secret for so aany. Minnesotans who
are genuinely interested in racing and who have in—
vested in racing go out of state to enjoy their
sport or to seek a reasonable return on their
invested dollar. The obvious reason is that the
fuel that sustains horse racing— nanely, pari-nutuel
wagering- is not now available in Minnesota.

In elaborating on this view the Minnesota
Thoroughbred Association has pointed out chat:

e Ninety percent of Minnesota®s brood mares
have to leave che state in order co be bred
co a racing stallion.

e When colts are produced chey must be sold
elsewhere because of the small Minnesota
market.

e Every year $1.2 million leaves Minnesoca to
support the breeding, boarding and training
of Minnesota horses in ocher states.

Not eveiyone in the industry, however, feels
that the proximity of a race track 1is a major
determinant of breeding activity. In 1971
Kent Hollingsworth, a horse bre-ider and editor
of the thoroughbred magazine The Blood Horse,
told a legislative seminar:

Because there 1is a racetrack located five ailes
froa ay fara, this again will not stiaulate ae to
breed a horse. Race horses which race at race—
tracks are not drawn froa an area aarked by a 20-
aile circuaference froa that racetrack or aarked

Minnesota Mouse of Representatives Research Oepartaent
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by in area determined by the border of the state
where that track is. If you"ve got a horse and
you're trying to pay that $7,000 [annual upkeep]-
I"I1 go where the purses are, whether they"re in
Minnesota or Oregon or Rhode Island, and if it
looks like 1 can win a pot in Philadelphia 1%
going there. If I can win s race in florida 1lla
going there. 8ut |™mnot going to, because there's
a track five ailes down the road, breed a horse
to race five ailes down the road.

Pari-mucuel opponents argue chac beccing is
not necessary co have an active racing scace,
and would point to che fact thac in 1980 six
scaces and one Canadian province had a total
of 3,725 quarter horse races paying total
purses of over $4.7 million at 21 cracks des—
pite the fact that no pari-mucuel betting
was conducted.

On balance, ic seems probable that che
presence of pari-mucuel becting would have
an 1impact on Minnesota®s horse industry, but
che excenc of that impact would, like several
ocher unanswered questions, depend heavily
on che number, size and location of Minnesota
racetracks.

Minnesota House of Representatives Research Departsent



V1.

What effectswouldpari-mutuel
bettinghave oncrime,welfare
rolls andbankruptcies?

SOCIAL EFFECTS

This question 1is extremely difficult to answer
since measurements of these 1items are 1in—
fluenced by an enormous number of factors

ocher than the presence or absence of
legalized gambling. Systematic evidence which

avoids individual judgments about che pro—
priety and morality of gambling 1is rare.

If any conclusions can be drawn from a sam—
pling of the available evidence it 1is that
adverse social consequences can vresult from
che legalization of gambling but are not

necessarily inevitable.

Most of che evidence presented during the
1982 legislative session looked at individual
situations rather than national trends and
attempced to draw conclusions based on an
accumulation of observations. A state Senate
General Legislation Committee staff report
critical of pari-mucuel becting included
comments by law enforcement officers in racing
areas citing "a lot of low-life coming to
town"™ during the racing season (Omaha), an

increase in disturbance calls during the
racing season (Denver) and fights among per—
sonnel at che crack (Winnipeg). To the same
committee St. Paul Police Chief Bill

McCutcheon cestified chat duringhis service
in the Senate he had supervised an effort
co contact business persons in racing areas
co find out che irpacc of racing on welfare,
crime and credit payments, and that "as near
as we could determine che introduction of
gambling did not impact these states on those
three issues.”

Difficulty in racing conclusions based on
evidence of this type is not unique to
Minnesota. In 1974 a task force on legalized
gambling sponsored by che Twentieth Century
Fund and the Fund for che City of New York
reported:

Hinnesota House of Representatives Research Oepartaent
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Would pari-mutuel betting greatly
reduce the extent of illegal
gambling by providing a legal
alternative?

Studies in coiaunities with legal casinos or eajor
racetracks suggest a clear connection between play
and the incidence of petty criaes; in particular,
loan sharking and the incidence of breaking and
entering tend to rise earkeoly during the betting
season. Yet other evidence, accuaulated in this
country and abroad, does not disclose serious
econoaic disruption in jurisdictions that sanction
legalized gaabling.

Legislative committees in two other states
have made this question part of their study
of the pari-mutuel issue. The final report
of the 1979 North Carolina study committee
included a finding that "none of the studies
reviewed [by the committee] discovered any
meaningful correlation between legalized gam—
bling and criminal activity." A study com—
mittee of the Virginia House of Delegates
in 1971 concluded:

This phase of our study has produced no statis—
tical data demonstrating increased crime in the
areas of racetracks or that welfare rolls in—
creased or mortgages were foreclosed because of
wagering. In general, aerchants in the vicinity
of racetracks have noted no increase in delin—
quency, but only an increase in business.

Nevertheless, neither state has yet acted to
legalize pari-mutuel betting.

It seems unlikely chat it would.

While accurace information on che extent of
illegal gambling is for obvious reasons diffi—
cult to come by, probably che most reliable
recent information on che subject was provided
by a survey done for che Commission on che
Review of che National Policy Toward Gambling
(a Congressionally-creaced study group more
commonly called che National Gambling Commis—
sion) by the University of Michigan Survey
Research Center 1in 1976. According to that
survey, of the approximately 11 percent of
che adult United Scaces population which par—
ticipates 1in illegal gambling only abouc one-
fifth bets 1illegally on horses. Although

Minnesota House of Representatives Research Oepartsent



Would pari-mutuel betting be
burden on the poor?

horse racing wa*. once themainstay of che
illegal bookmaking business it has since been
supplanted by baseball, basketball and above
all football, to the extent that the Commis-"
sio.i"s final report observed chat "today there
are many sports bookmakers who accept horse—
race wagers only as a courtesy to their best
customers.”

Persons who participate in ocher forms of
illegal gambling such as football books, num—
bers, sports cards and 1illegal casinos would

probably not be attracted to horse racing

betting simply because it 1is legal. While

many customers of illegal horse books would

doubtless become customers of a pari-mutuel

track their numbers would be limited by chree

major competitive advantages which 1illegal

books offer: the possibility of credit

betting, che absence of state wagering taxes

and che fact that 1illegal winnings are not

reported to che Internal Revenue Service.

In examining this question the New York City
Task Force on Legalized Gamling concluded:

For aost forss of ganbling, legalization— unless
accompanied by greatly increased law enforcenent
efforts— will fail to drive out illegal operations

The extent co which pari-mutuel becting would
be a burden on the poor depends on its re-
gressivicy- the tendency to- fall heaviest
on groups lease able co pay. Pari-mucuel
becting is pocencially highly regressive buc
in reality its regressivicy is tempered.

State taxes on pari-mucuel pools are flat
or are graduaced according co factors which
have nothing to do with ability to pay. This
creaces a high potential for regressivicy,
but in order to be regressive 1in fact pari—
mutuel becting would have to be indulged 1in
by low-income persons as much or more chan
by persons in ocher income categories.

Minnesota House of Representatives Research Departeent
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How extensive

pari-mutuel

is the problem of
compulsive gambling and would

beLting worsen

it?

The 1976 survey of che National Gambling Com—
mission £ound Chat persons in che under $5,000

family 1income category (che Ilowest category
at chat time) had che lowest level of partici—
pation in racecrack betting of any income

category- abouc one-half che average level

for all Income categories. The average annual

amount bet per capita by persons in che lowesc

income category was abouc one-fifth the

average amount bet per year in ocher cate—
gories (see Appendix V).

It is this lower level of participation which
limits che ultimate regressivicy of pari—
mutuel becting.

The National Gambling Commission survey also
compared the regressivicy of various gambling
forms with major types of taxation (Appendix
V). Ic found that che regressivicy index of
pari-mutuel betting (.17) was about equal to
the average regressivicy of all forms of legal
and illegal gambling and only slightly higher
chan che regressivicy of ail sales and excise
taxes. By comparison, the federal 1income tax
had a progressivity index of .15.

The most likely impacc on compulsive gambling
from pari-mutuel betting would be to make it
somewhac easier for latent compulsive gamblers
co become overt ones.

Most persons who gamble view it as a harmless
form of recretacion or encertainmenc, and
their gambling 1is "rational™ in the sense that
they do not risk more chan chey can afford
co lose. For some ocher persons gambling can
go beyond che level of rationality and become
a form of behavior over which they have
limited or no control. These persons are
actual or potential compulsive gamblers.

The National Gambling Commission survey
estimated that abouc .8 of che United Scaces
adult population are “probably” compulsive
gamblers and another 2.3 percent are "poten—
tial” compulsive gamblers. The Commission
caucioned that "research on compulsive gam—
bling 1is so meager that it 1is impossible to
be sure chat one has identified che person—
ality disorder correctly."”

Minnesota House of Representatives Research Oepartaent
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Compulsive gambling 1is a social as well as
individual problem because in its most extreme
forms it can lead to embezzlement, financial
fraud, family breakdown and sometimes suicide.

Some researchers on compulsive gambling have
suggested that compulsive gambling is an out—
growth of guilt feelings and masochistic ten—
dencies, and that what the compulsive gambler
really seeks is not winning but losing. What—
ever the cause, it seems clear that extreme
compulsive gambling stems from a personality
disorder which exists independent of whether
gambling is legal or illegal.

The survey conducted for the Commission
indicated that while the percentage of che
adulc population classified as '"potential”
compulsive gamblers was about che same in
Nevada, the state with the widest array of
legal gambling, as in che United States as
a whole, the percentage of "probable"™ compul—
sive gamblers was more than three times higher
in Nevada chan elsewhere (see Appendix VI).

The Commission report cautioned that che
finding was derived from a small sampling and
could be affected by che possibility that che
population of Nevada is not comparable co that
of the rest of the country because it includes

a higher percentage which finds gambling

attractive. Wich these qualifications the
Commission noted that its evidence was

"consistent with che hypothesis thac wide—
spread availability of gambling in a legal

form leads a portion of those classified as
potential compulsive gamblers co actualize

cheir pocencial compulsion.”

Minnesota House of Representatives Research Oepartaent
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APPENDIX IlI

PARI-MUTUEL RACING REVENUE 1980

1980 Pari-Mutuel Revenue

State Pari-Mutuel Revenue Per Capita
Arizona $3,166,388 $1.17
Arkansas 3,406,839 3.68
California 124,823,791 5.27
Colorado 1,753,915 .61
Delaware 1,339,412 2.25
Florida 17,719,274 1.82
Idaho 262,811 .28
Illinois 59,015,531 5.17
Kentucky 13,518,171 3.69
Louisiana 20,558,886 4.89
Maine 877,212 .78
Maryland 16,284,353 3.91
Massachusetts 11,784,364 2.05
Michigan 25,829,682 2.79
Montana 89,156 A1
Nebraska 7,438,681 4,73
Nevada 3,103 .003
New Hampshire 1,991,086 2.16
New Jersey 12,567,594 1.71
New Mexico 2,954,935 2.27
New York 81,854,943 4.66
Ohio 20,689,134 1.92
Oregon 1,686,635 .64
Pennsylvania 24,884,663 2.10
South Dakota 198,758 .29
Vermont 13,295 .03
Washington 7,817,741 1.89
West Virginia 8.799,555 4.51
Wyoming 10,285 .02
TOTAL $476,344,193 $3.27

(Source: National Association of State Racing Commissioners)



APPENDIX I

STATUS OF HORSE RACING IN 1980

Pari-mutuel betting on
horse racing conducted in 1980

Pari-mutuel betting legal but not
conducted on horse racing in 1980

Pari-mutuel betting legal but has never been
conducted on horse racing

Pari-mutuel betting legalized but legislation declared unconstitutional (1979)



APPENDIX |

TYPICAL "WIN" POOL

Horse Number Total Amount Bet to Win

1 $ 1,245

2 3,869

3 5,486

4 2,854

5 (winner) 10,130

6 6,419

7 540

8 8,419

9 834

10 1,056

1 948

12 746
Total "win" pool handle $ 42,546.00
Minus 15% takeout - 6,381.90
Total pool remaining $ 36,164.10
Minus breakage* - 709.10
$ 35,455.00

Total number of winning
$2.00 tickets 5,065

Payoff on

winning ticket

($35,455/5,065) 7.00

*In this instance payoffs on winning tickets are figured to the next lowest

20C increment.
tickets, or $7.14.

Here the theoretical payout would be $36,164.10/5,065 winning
When this payout is rounded down to the next lowest 20<£

increment it is reduced to $7.00. The 14£ difference on each winning ticket, called

"breakage," is usu

ally retained by the track or divided between the track and state.



APPENDIX IV

GAMBLING AND FAMILY

lorscs-track (Stales with legal tracks only)

Percent who bet

Average annual bet per bettor

Average annual bet per capita

Average annual takeout per capita
(takeout rate, 16.6%)

Ilorscs-0TB (New York only)
Percent who bet
Average annual bet per bettor
Average annual bet per capita
Average annual takeout per capita
(takeout rale, 21%)

Legal casinos
Percent who bet
Average annual bet per bettor
Average annual bet per capita
Average annual takeout per capita

Dingo
Percent who bet
Average annual bet per bettor
Average annual bet per capita
Average annual takeout per capita
(takeout rale, 33%)

Lotteries (States with lotteries only)
Percent who bet
Average annual bet per bettor
Average annual bet per capita
Average annual takeout per capita
(takeout rate, 33%)

Sports books
Percent who bet
Average annual bet per bettor
Average annual bet per capita
Average annual takeout per capita
(takeout rate, 4.3%)

(Source* Gambling in America, firal report ol

tinder
$ 5.000

8.7
$ 183.50
13.85
2.63

9.9
$1,394.97
157.90
33.16

4.12
586.57
24.38
3.69

8.68
141.66
12.30
4.06

30.6

24.43
7.48
412

79
$127.76
104

03

INCOME, BY TYPE OF GAME - 1976

$5,000 $10,000 $13,000
10,000 13.000 20,000
13.5 11.2 17.2
$293.51 $395.73 $577.48
45.49 44.32 99.33
7.53 7.36 16.49
14.8 21.2
$333.75 $743.37
52.36 157.59
11.00 33.09
8.06 6.21 12.33
$193.17 $124.33 $336.57
15.37 7.72 41.50
2.34 1.16 6.23
18.84 20.27 21.56
$ 25.59 $113.91 $ 54.90
4.80 ?3.09 11.84
1.58 7.62 391
45.3 325 60.0
$ 37.16 $ 32.07 $ 1859
16.91 16.84 11.13
9.30 9.26 6.13

121

$224.93

2.72

12

$20,000 $30,000
30,000 and over

20.9 20.3
$294.20 $ 43387

61.49 88.48

10.21 14.69

27.3
$1,412.07
358.48
80.95

12.31 20.62
$261.70 $1,293.93
3174 266.81
4.76 40.02

22.05 17.17

$ 6470 $ 97.34
14.27 16.71
4.71 551

37.4 30.6
$ 2479 $ 1724
14.23 8.72
7.83 4.80

3.00
$891.89
26.76
1.20

the Commission to Peview the National Policy Toward Gambling, 1976-)

Total
Respondents

139
$ 31270

78.44

13.02

9.45

$ 448.26
42.36

6.33

18.73
$ 74.11
12.97
4.28

47.8
$ 25.26
1271
6.99

1.91
623.03
7.38



APPENDIX V

REGRESS1VITY OR PROGRESSIVITY OF GAMBLING
United States and Nevada

Index of Progressivity (P) or

egressivity (R))

U.S. as Nevada
Game a whole residents only
Numbers 44 (R .
Sports cards 40 (R
Lottery 31 (R -
Bingo 30 (R 58, (R)
Horse hooks 27 (R .
Horse tracks _ 17 (R
Off-track horse betting parlors 07 (R)* 906 ER;
Slot machines T 41 (R
Keno j.26 (P) N/A
Casino tables 46 (R
Legal sports betting parlors — 36 (R
I1legal sports books 29 (P
All types combined A7 (R 42 (R)
For comparison: all sales and

excise taxes 15 (Ri N/A

Federal income tax 15 (P) N/A

* New York OTB only.

** Sample too small to permit reliable estimate

(Source: Gambling in America)



Men

Women

Total

APPENDIX VI

CLASSIFICATION AS COMPULSIVE AND
POTENTIAL COMPULSIVE GAMBLERS

United States and Nevada

Potential Compulsive Probable Compulsive
Gamblers Gamblers
0/ % % %
Natlé)nally Nevada Nati6na|ly Nevada
2.7 3.8 1.1 3.3
2.0 1.1 0.5 2.0
2.33 2.35 0.77 2.62

The percentages are based on small samples, and the results
should be interpreted as order effects rather than in terms of
absolute percentages.

(Source:  Gambling in America



APPENDIX VII

Notes on Sources

(P. 3-4) Functions of state racing commissions: generally drawn
from Gambling in America. Final Report of the Commission to Review the
National Rolicy Toward Gambling, 1976, p. 113.

~(P. 4) Information on racing days: "Pari-Mutuel Racing 1980,"
National Association of State Racing Commissions, 1981, p. 3.

Racing attendance figures: "Pari-Mutuel Racing 1980," pp. 1-4.

(P. 5 Racing fan profile: generally from "Backstretch Blues: Race
Track Operators orry About Scandals,” Lack of Young Patrons" Wall
Street Journal. June 12, 1980, p. 1.

Gallup Poll: The Gallup Poll: Public Opinion 1935-1977, (2 Vol.
Random House: 1972 and 1977).

1980 racetrack records: American Racing Manual 1981, (Chicago:
Daily Racing Form Inc., 1981) pp. 564-60l.

1(5.146) Taxation of pari-mutuel betting: "Pari-Mutue. Racing 1980,"
pp. 1ll-14.

(P. 7-8% Information on specific tracks: American Racing Manual
1981, pp. 607 and 628.

5(P. 8) Average handle per racing day: "Pari-Mutuel Racing 1980,"
p. 5.

(P. 9-10) Racetrack emgloyment and tourism: Legislative Research
Commission Report to the 1979 North Carolina General Assembly: "Horse
Racing," pp. 11-13

(P. 10-113 Ohio harness industr?/ figures: Ohio Harness Horsemen's
Association, 1977 Ohio Harness Horse [ndustry Survey (unpublished).

~ (P. 11) Minnesota horse population: from testimony of James 5. Lane,
Minnesota Horse Council, before Senate General Legislation Committee,
February 1, 1982.

Racing in Minnesota: Testimony of James S. Lane.

Out-of-state expenditures: Testimony of Joyce Farrell, Minnesota
Thoroughb-ed Association, before Senate General Legislation Committee,
February 1, 1982.

(P. 11-12) Views of horsw hreeder: Statement of Kent Hollingsworth
to Control Data |Institute seminar on horse racing and off-track betting,
French Lick, Indiana, September 24, 1971



(P. 12) Quarter horse statistics: "Quarter Horse Statistics 1980"
Quarter Horse Journal, April 1981, p. £52.

(P. 13) Comments of law enforcement officers: "Questions about
Legalized Gambling," Staff ReBort to Minnesota Senate General Legislation
Committee, Jordon Lorence, February £, 1982, pp. 15-18.

(P. 13-1£I)_ Task Force Report: "Easy Money" Report of the Task
Force on Legalized Gambling sponsored b{T the Fund for the City of New

York and the Twentieth Century Fund wentieth Century Fund, 197£),
pe 13*

(P. 1£) North Carolina views: Legislative Research Commission Report
p. 8.

Virginia views: Report of the Virginia House of Delegates Pari-Mutuel
Betting Study Commission, 1972, p. I£.

(P. 1£-15) Survey Report: Gambling in America, p. 60.
Horse hookmaking: Ibid. p. 173.

Task Force conclusion: Easy Money, p. 12

(P. 16) Participation levels: Gambling in America, p. 62.
Regressivity of gambling: Gambling in America, p. 61.

(P. 16-17) Numbers of compulsive gamblers: Gambling in America,
p. 7L

(P. 17) Sources of compulsive gambling: See W. H. Boyd and D.
W. Bolen, "Gambling and the Gambler," Archives of General Psychiatry,
Vol. 18 (1968) pp. 617-630, and Edmuna Bergler, The Psycnology of
Gambling (Hill and Wang: 1957).
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Karer. Baker, Legislative Analy In fO rm at|C n B rie fS
John Williams, Legislative Analyst (296-5045)

TAXATION OF MINNESOTA'S NEW HORSE RACING INDUSTRY
1983 LEGISLATIVE CHANGES

In November 1982 the voters cf Mir.r.escca approved a constitu—
tional amendment to permit pari-mutuel betting on horse racas.

The 1982 Legislature adopted legislation to authorize horse

racing and to govern the horse racing industry in Minnesota. The
new legislation established a nine member Racing Commission to
regulate the horse racing industry, 1issue race track licenses,

allow limited county fair racing, and provide for the
distribution of butting proceeds.

The Legislature also enacted new taxes, and modified existing
ones, to cover gains realized by participants in the hcrse racing

industry. This brief summarizes the various tax law changes
affecting horse racing 1in Minnesota.

KEY TAX CHANGES
(See pages 2-3 tor detail.)
P.ac? Track Taxes:
. Imposes a pari-mutuel tax on daily betting pool”

i Imposes a track admission  tax (including optional local
government admission tax)

e Provides for proceeds of breakage tax
. Provides for proceeds of ur.cashed winning tickets

income Ta?:es:

Assignment to Minnesota of winnings of out-of-state residents

. Withholding on winnings from betting and or. purses won by race
horse owners

. Deductibility of losses from wagering transactions

. Deductibility of expenses of race hcrse breeders anc trainers as
farm losses

Salas Taxes:

. Race horse vales and breeding fe«s subject tc seies tax A /\

Hinnesota™House of Represents:ives . Research Department . 17 State Capitol



Taxation of Minnesota®s New Horse Racing Industry February 1984
1973 Legislative Changes Page 2

DESCRIPTION OF TAXES

Race Track Taxes - 1983 Laws. Chapter 214
. Pari-autuel tax on daily betting pools

The law imposes a pari-autuel tax on the tctal amount bet on all
pari-mutuel pools on each racing day. The pari-mutuel tax nust be
deducted from the race track"s "takeout" (i.e., the portion of money
that doesn®t go back to the bettors in the form of winnings). The tax
is calculated as follows:

State Tax Breeders Fund

Or. the first $48,000,000 in total
bctttr.e at each licensed race track
in a year: 1.752 .52

On all amounts o,rer $48,000,000 at

the same race track in a year 6.0 2 1.02
. Track admission tax (includingoptional local government admission
tax)

The law also imposes a tax of 40 cents on each paid admission to each
licensed race track on a racing day. The Racing Commission may impose
an additional admission tax cf up to 10 cents at the request of the
Iccai government where the track is located. The purpose of the
optional tax 1is to defray extraordinary expenses imposed on a local
government by the operation of a race track within 1its borders, and
its proceeds are paid to the local government by the Commission.

. 3teakage tax
The law requires that one-naif of the "breakage" (i.e., odd cents from
rounding down bet payoffs to the next lowest 20 cents) be paid to the
Racing Commission.

. Uncashed winning tickets
The value |f all winning pari-mutuel rickets not cashed within ?G days
of the end of a racing meeting reverts to the state

Income Taxes - 1983 Lavs. Chapter 342

. Winnings assigned to Minnesota forout-of-state residents
The 1law assigns all winnings on pari-mutuel betting tickets to the
state of Minnesota for income tax purposes. This provision will

ensure that out-cf-state bettors will have te pay Minnesota income
taxes on all winnings at Minnesota race tracks.



Taxation of Minnesota®s New Horse Racing Industry February 1984

1983 Legislative Changes Page 3
. Withholding on winnings from betting and on purses von bv race horse
owners

The law requires race track operators to deduct income tax withholding
at the rate of 112 of all winnings on pari-mutuel betting of $200 or
more to the same individual. [Note: The federal income tax
withholding is equal to 202 of all winnings, but only if the proceeds
from the wager exceed S1,000 and are at least 300 tines as large as
the amount of the wager. Treas. Reg. 831.3402qg-2(b)-]

The new law also provides for withholding againstpurses won in
Minnesota horse racing events. Withholding of 112 is required when
the amount paid to an individual exceeds $200 during a calendar year.

. Deductibility of losses from wagering transactions

The Jlaw amends the law governing thedeductibility of losses from
wagering transactions. Under present law, losses from wagering
transactions are allowable deductions to the extent of the gains from
such transactions. To aid ir. the enforcement of this provision, tho
new lav provides that deduction for pari-mutuel betting losses are not
allovdDle except to the extent of verified receipts and the sworn
testimony of at Ileast one witness other than the taxpayer or his
spouse. This only applies to corporations.

. Expenses of race horse breeders and trainers subject to thelimits -
farm loss deductions from non-farm income

The law adds the raising, feeding, caring for, training and management
of race horses to the definition of "farm activity.” This provision
makes it clear that horse breeders and trainers are subject to the
same limitations on the deductibility of their expenses and losses
from non-fanr. income as other livestockproducers.

Sales Taxes - 1983 Laws, Chapter 327
. Race horse sales and breeding fees subject to sales tax

The law provides that the sales of race horses, including claiming
sales and fees paid for breeding a stallion to a mare, within the
state are subject to the sales tax. The tax applies to the sales and
fees with respect to a horse to be used for racing and whose birth has
been recorded by a nationally recognized race horse association. Race
horses born and bred 1in the state of Minnesota are specifically
exempted from the sales tax 1in order to encourage a domestic horse
breeding industry. (Effective date delayed to April 1, 1984.)



Arizona Legislative Council A

December 9, 1980

FROM: Mary A. Beck, Staff Attorney
RE: Racing Commission Statutes (R-34-346)

Thirty-two states have enacted statutes permitting gambling on horse racing,
thirteen of which also include dog racing. One permits dog racing only. Book of the
States, Council of State Governments, 1980-81, p. 35. Three permit off-irack betting
(Connecticut, Nevada, New York). Some neither prohibit nor permit off-rack betting
(Oregon for instance). California has a temporary statute effective from 1978 to 1983
rﬁlatlng to mule racing, but a 1976 initiative permitting greyhound racing was rejected in
that state.

These statutes are so varied in length and scope as to be almost non-comparable.
Even placement in the statutes is highly varied. Arizona classifies its statutes under
Amusements and Sports; California under Business and Professions, Special Regulations;
Kentucky under Public Safety and Morals; Florida under Regulation of Trade, Commerce,
Investments and Solicitations; New York escapes the decision by not classifying them at
all, since they appear in the Unconsolidated Laws.

Arizona and Washington statutes consist of less than 30 sections. New York and
California statutes consist of over 180. Kentucky has 84 sections, but many of these are
duplicative because of Kentucky's three commissions regulating different types of horse
races and because some of the statutes are repeated for each commission. Also, 27 of
these 84 were added in 1980, relating to procedures for disposition of unclaimed and
abandoned pari-mutuel winning tickets. Until 1977 New York also had several different
commissions, but they have now been changed into advisory boards to advise the new
State Racing and Wagering Board.

Of the 180 sections of the New York statutes, 58 are devoted to off-track betting.
Of the 192 sections of the California statutes, many are devoted to definitions of
different types of horse. Kentucky also follows this practice. Since there seems to be no
doubt among horsemen that a thoroughbred is a horse registered with the Jockey Club of
New York, a quarter horse is one registered with the American Quarter Horse
Association, an Appaloosa is one registered with the Appaloosa Horse Club and a
standardbred is one registered by the U.S. Trotting Association, these definitions seem
unn_ecessa%. A.R.S. section 5-109 requires that a horse or dog taking part in any race be
registered by an association recognized by the commission. Section 24-235 provides that
entering a horse or colt in a race under an assumed name or out of its proper class is a
class 2 misdemeanor.

The Arizona racing commission has adopted a rule:



No horse shall be allowed to start in any race run under these Rules unless
duly registered by the Jockey Club, the American Quarter Horse
Association, the Arabian Horse Club Registry of America, Inc., or the
Appaloosa Horse Club, Inc. (Rule <>-27-201 gB).)

At least one state specifically grants the regulatory board authority to adopt the "rules of
racing" of the Jockey Club, or any part of those rules which it approves. The Arizona
racing commission has adopted 80 pages of regulations. If this seems extensive, Oregon at
least as late as 1978 had 1<0 pages of such regulations, which its sunset review report
recommended be shortened and clarified.

POWERS AND DUTIES OF AGENCY

Two aspects of these varied statutory systems are comparable: (1) the statutory
patterns are built around the double purposes of revenue-raising (via pari-mutuel betting)
and of controlling the conduct of racing meetings, and (2) broad general powers are given
the regulatory agency. In the statutes which we have examined, It is common practice to
couch these broad powersin broad language. Aside from the authority to set racingdays
and charity days, and to license operators and participants in racing meetings, very few
list powers more specific than to supervise racing meetings. Some examples follow.

Kentucky. All powers necessary and proper to carry out statutory authority;
supervision over all thoroughbred race meetings, and all associations and
persons on association grounds; specific authority to exclude any person
from association grounds except on grounds of race, color, creed, national
origin, ancestry or sex. These general powers have been held by the
Kentucky Attorney General and the Kentucky courts to include power to fix
racing dates, to fix minimum amount of purse, to prohibit use of medication
which is a derivative of phenylbutazone, to require testing of all winners for
drugs without testing other horses in race, to deny purse particiﬁation by
owner of a horse which tests positive for a prohibited medication, but not to
include regulation of advertising, food and drink concessions, television or
radio rights, leases of vehicles or physical plant improvements.

New York. Power to supervise gene:ally running race meetings, to fix the
minimum and maximum charge for admission to race meetings. The rules
and regulations of the board may prescribe the manner in which books and
records shall be kept. The board shall prescribe rules and regulations for
effectually preventing the use of improper devices, the administration of
drugs or stimulants or other improper acts for the purpose of affecting the
speed of horses in races in which they are about to participate.

California.  The thirty-odd year old statute, giving the board powers
necessary and proEer to enable it to carry out fully and effectually the
purposes of the chapter, power to delegate to stewards such powers and
duties as necessary, and permitting board at its option to review any
decision or action of the stewards, was amended and considerably expanded
in 1977 to include specific resgonsibility for (1) AdoIJting rules and
regulations for the protection of the public and the control of horse racing
and pari-mutuel wagering; (2) Administration and enforcement of all laws,

9.



rules and requlations affecting horse racing and pari-mutuel wagering; (3)
Adjudication of controversies arising from the enforcement of those laws
and regulations dealing with horse racing and pari-mutuel Wageringi; (4)
Licensing of each racing association and all persons, other than the public at
large, who participate in a horse race meeting with pari-mutuel wagering;
and (5) Allocation of racing dates to qualified associations in the best
ir?]tertests of the people of California in accord with the intent of this
chapter.

Responsibility to review stewards' decisions is made mandatory;
specific grounds for overrulin(f are stated. By a separate section of the
statutes, the Attorney General and every district attorney are required to
e?g‘_orce the horse racing chapter in their capacities as law enforcement
officers.

Florida. Powers of division of pari-mutuel wagering of the department of
business regulation:  To make rules and regulations for the control,
supervision and direction of all applicants, permittees and licensees, and for
the holding, conducting and operating of all race tracks, race meets, races
held in this state. Exercise of this control is made mandatory. Rules and
regulations required to be uniform in their application and effect.

A rule authorizing susFension of license of trainer for not locking up
drugs and devices was upheld as valid by the Florida court, Division v.
Caple, 362 So. 2d 1350 (1978).

POWERS AND DUTIES OF ARIZONA RACING COMMISSION

A.R.S. section 5-104 relating to powers and duties of the racing commission is at
least as specific as other state statutes which have been examined, and more specific than
some. Asamended in 1979, the section provides:

5-104. Commission; powers and duties

A. The commission shall issue racing dates, license personnel,
regulate and supervise all racing meetings held in the state and cause the
various places where racing meetings are held to be visited and inspected
not less than once a year.

B. The commission shall prepare and promulgate such complete rules
and regulations to govern the racing meetings as may he required to protect
and promote the safety and welfare of the animals participating In such
racing meetings, to protect and promote public health, safety and the proper
conduct of racing and pari-mutuel wagering and any other matter pertaining
to the proper conduct of racing within this state. The commission may
delegate to stewards such of its powers and duties as are necessary to fully
carry out and effectuate the purposes of this article.

C. The commission may visit and investigate the offices, tracks or
places of business of any permittee, and place therein expert accountants
and such other persons as it deems necessary for the purpose of ascertaining
that the rules and regulations are being complied with.

3



D. The commission shall supervise the pari-mutual departments of
all tracks, and shall collect the fees payable for a permit or license issued
by it, as follows:

1. Occupational licenses up to five dollars.

2. Owner, trainer, veterinarian, authorized a?ent, officials, assistant
trainer, stable name renewal, or kennel name renewal up to twelve dollars.

3. Owner-trainer, jockey, jockey agent, or apprentice jockey up to
twenty-five dollars.

4. New stable name or new kennel name up to one hundred dollars.

E. Upon application in writing by an objector to any decision of track
stewards, made within three days after the official notification to the
objector of the decision complained of, the commission shall review the
objection. In the case of a suspension of a license by the track stewards,
such suspension shall commence at once and run for a period of thirtK days.
If at the end of this thirty-day period the commission has not held a hearing
to review the decision of the stewards, then the suspended license shall be
reinstated until such time as the commission holds a hearing to review the
objection.

F. The commission may issue subpoenas for the attendance of
witnesses and the production of books, records and documents relevant and
material to a particular matter before the commission. Such subpoenas
shall be served and enforced in accordance with the provisions of title 41,
chapter 6, article 1.

G. Any member of the commission may administer oaths and such
oaths shall be administered to any person who appears before the
commission to give testimoi.y or information pertaining to matters before
the commission,

RECENT ARIZONA AMENDMENTS

Laws 1979, Chapter 114, section 1 added all of the language in subsection D
following "collect the fees payable for a permit or license issued by it". A copy of
Chapter 114 is enclosed. Presumably the reference to "occupational licenses" of up to
five dollars refers to the licenses of those persons listed in section 5-107.01, subsection B
(steward, driver, exercise boy, stable foremen, groom, valet, horseshoer, stable
watchman, starter, timer judge, concessionaire, manager, other E)articipant and any other
person the commission deems proper) who are not also specifically listed in section 5-104,
subsection D, paragraphs 2 and 3. These fees are implemented by Rule 4-27-104,
effective March 25, 1980.

The 1979 amendment was initiated at the request of the racing commission to
extend and refine its authority to impose civil penalties against permittees and licensees
when grounds exist for suspension or revocation of a license or permit, and was
extensively amended by the Senate 3udiciarK Committee and by a Senate Floor
Amendment. The substantive changes made by the act were:

L Insection 5-104, specific maximum fees were added for certain licenses.

2. In section 5-107.01, a conforming reference was made in subsection D by the
Senate Floor Amendment. This reference tc section 5-108.02, subsection E is erroneous
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and should be amended to refer to section 5-115, subsection B, paragraph 2. Legislative
Council staff and Senate staff noted this error after the bill was enacted as amended.

3. Insection 5-10S.02, relating to permits, the existing provision for a civil penalty
not exceedinc}; $5,000 per day nor more than a total of $25,000 against a permittee upon
revocation of a permit was retained and there was added a provision for a civil penalty
not exceeding $500 for violation of a statute or rule or regulation which does not
constitute grounds for revocation of a permit.

4. In section 5-115, there was added:

(a? a new provision for a civil penalty not exceeding $5,000 against a licensee or
holder of a credential who violates any of the provisions of subsection A of that section,
which constitute a class 4 felony (this penalty would be in addition to the class 4 felony
maximum fine of $150,000 which could be the result of a criminal action, section 13-801,
and could be in lieu of or in addition to suspension or revocation of the credential or
license), and

(b) a new provision for a civil penalty not exceeding $500 against a licensee or
holder of a credential for violation of any provision of the chapter constituting grounds
for suspension or revocation of a license or credential other than those violations
constituting a class 4 felony in subsection A.

DEFICIENCY IN ARIZONA STATUTES

The Arizona statutes seem deficient in one area, and that is in the area of grounds
for and duration of suspension of licenses. General delegation to stewards of powers and
duties of the commission is permitted by section 5-104, subsection B. Section 5-107.01,
subsection D provides that use of a credential or license for purposes other than
prescribed is grounds for suspension or revocation of the license. Track stewards can
suspend a license for 30 days; if no hearing by the commission to review the suspension
has been held in 30 days, the license is reinstated until a hearing is held, section 5-104,
subsection E. Section 5-108 specifies in detail grounds for refusal to issue or renew a
license but does not include grounds for suspension. No stated grounds for suspension
other than that found in section 5-107.01, subsection D have been found in the statutes. If
section 5-115, subsection B, added by the Senate Floor Amendment, means that the
commission may, for a violation of subsection A, suspend a license or impose a civil
penalty of $5,000, or both, and may, for a violation of any other provision of this chapter,
suspend a license or impose a penalty of $500, or both, it does not say so. The Rules of
the commission provide for one-year renewable licenses and make some references to
suspension. R4-27-104 states that allowing another to use license card is ground for
suspension, but that Rule merely reflects section 5-107.01, subsection D. R4-27-107
implies that “fraudulent and corrupt practices” listed there are grounds for suspension by
its reference to persons "ruled off" and by stating the consequences to the animal when a
person has been suspended. Suspension by stewards is referred to in R4-27-109.

The remarks in the sunset review report on the Oregon Racing Commission in
September 1978 may be applicable to the Arizona statutes on racing:



The commission's role in enforcement of the law is largely that of an
apFeIIate body. By statute and by rule, enforcement of racing laws is
delegated—primarily to the board of stewards and race meet operators. The
commission hears appeals of stewards' decisions and cases which are directly
referred by the stewards. It also receives reports from the stewards on the
conduct of race meets. Rarely is a steward's decision overturned, but ORC
on occasion has increased penalties beyond those imposed by the stewards.
ORC rarely receives complaints from the public.

The commission is empowered to deny, revoke, or suspend licenses
and fine licensees. The commission is not limited in the length of suspension
of a license. At a recent meeting, the commission suspended a licensee
(charged with assaulting another licensee) for five years. Legislative
Research recommends that license suspensions be for a maximum of one
year and that the commission establish a schedule of maximum suspensions
and fines for specific violations and infractions. In conjunction with limiting
suspensions, we recommend that ORC adopt a procedure for the relicensing
of persons suspended.

Stewards' Enforcement

Under ORS 462.405, boards of stewards are authorized to impose
sanctions on those who fail to comply with the law and rules. Numerous
actions subject to penalt%/ are specified in the law and rules. Most of the
decisions based on specified grounds involve improper use of medication,
weight infractions, or improper riding by jockeys.

In addition, the rules give stewards the broad power to determine
cases not involving specific infractions "in such manner as they think just
and conformable" to the sport and state law. Further, they may declare an
act a "corrupt practice" and impose "fitting punitive action." Most of the
stewards' dis .retionary decisions, however, are based on an improper
conduct rule, which forbids a person from using improper, ﬁrofane, or
irlldecentklanguage; disturbing the peace; or being "obnoxious on the grounds"
of a track.

* * * *

The commission, in defending the stewards' broad discretionary
authority, maintains that it is not possible to write rules specific enough to
cover aU infractions that might occur during a race meet. It is further
argued that the commission serves as a check on the stewards in case
discretion is exercised in an arbitrary manner. However, the commissioners
may not always be aware of stewards' actions, some of which may be
arbitrary. In our review of stewards' rulings, we found many that did not
state a specific statutory or rule basis for the decision. Legislative
Research recommends that the commission adopt a rule requiring that
stewards' decisions indicate which statute or rule was violated. Further, the
rule should provide that if the decision is based on general grounds, such as
corrupt practice or improper conduct, it automatically be referred to the

-6-



commission for review. In this manner, the commission could at least
determine whether a sEecific rule on the infraction in question is needed or
whether the power of the stewards is being abused and should be curtailed.

CONCLUSION

The Auditor General is now conducting a special performance audit of the racing
commission. Regular sunset review of the commission is scheduled to begin in February,
1983. The kind of review of rules and practice which these audits will provide is beyond
the scope of this brief statutory study. Considering the body of statutes of other states
examined, and the detailed description in A.R.S. section 5-104 of powers and duties of the
racing commission, the only sug(fzestion which seems appropriate now is to add to the
statutes a provision for grounds ftor suspension of a license. The same grounds listed in
section 5-108 for refusal to issue or renew a license could be used. Stewards' authority to
suspend for stated reasons should also be clairified. Suspensions would be for some period
of less than a year, since licenses only extend to one year by Rule of the commission.

Encl.
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.md rising tines seem to be the node of the
day. lhe purpose of this article is o
elaborate to the Pari-Mutuel Industry in
bur Ih America. What it is. what males It
function, win) is Involved, mow It works, and
ul course, economic contributions to our
SOClely.

Ibe Imr:e has been vital to the Pari-
Mutuel Industry, and In tum, the Structure
nf the Pari-Hutuels has givim value lo lbe
routiic Inei"ding and racing programs. Ho
ime disputes the axiom that one has to have
value lor J product or service tn he
piulitable and worthy ol investment, tine,
Litfr and energy.

~ri-Mulnels
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Racing Is considered by many as a
sport, and by others as a business. The
concept of faster horses is as old as Ihe or 5650
chariot racing of Roman times. Regardless 200 Tickets
of how the alleged *‘Sport of Kings" Is
considered, Pari-Mutuel racing In Horth
America is big business when dealing In
economic tems.
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The concent of Pari-Mutuels Is sinple.

People wager Into a common pool, held by. Purses to horsemen are broken down

an Impartial third patty, then aiter the further. A typical breakdowmn could be:
race, the money Is repaid to the winning

ticket holders. The impartial partyj 1st Place 50! $25.00

(Race Track), deducts a percentace of the 2nd Place 75t 12.50

folal atioiinT wagered- (CrSss HaniTfe)~for 3rd Place 7.50
providing the snrvlce®and facilities. The Ath Place 21 3.50
percentageHptlucFcd (TalADut) “*wTTl be 5th Place 3l 1.50

Fifteen percent"of the Gross Randle. Table

One Is an example of a mutuel pool for an 100! « $50.00

eight horse race.
These figures In Thoroughbred, Quarter
Morse, and Harness Racing subject to a

The Tale Cut fee (usually 10.) paid to winning Jockeys
or drivers.

Ihe most significant figure In the

racing industry Is the retained percentage

of the gr.iss pool, or the TAKE OUT. Ihe

Take Out varies lIron state to state, but v

fifteen percent gives us a working figure. Table 2

Ihe lake Out is what pays the bills, pro-

vitles revenue in~lhe lorn pi: UrraEe Category %e:?alcje'\s/ Handle/Race

anti/nr Mnnlcipj) lax; f?T~Illii~Race~frack’'s
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Take Out and Bigger Business

The neit two tables accelerate pat
mutuel handle from the unrealistic figt
of- Table One to larger dollar figures.
The majority of tracks in the United S
and Canada do handle large amounts of 1
and the following table will use the s
assufptions of the fifteen percent taki
with equal distribution to the State ft
taxes, the race track, and the horsemtu
for purses. The four categories will 1
use a model of ten races per day.

Total Total Revenue/Day
Take Out State Track Horten
$1,500 $500 $500 $:
$15,000 $5,000 $5,000 $5,1
$150,000  $50,000 $50,000 $50,t
. $100,000 $100,000 5100.U00  JIt'0.l



Ihe revenue begins to reach huge figures
In the following table. Table 3 will expand
single days Into a season of racing at a
track. lhe season will be for fifty and
one hundred day meetings.

Tabic 3i
Category ADayi Av{. Handle Total Handle
o g Per Bay For Heet
A 50 518, 00 5500,000
toe d 1,000,000
B 50 108,%00 5,000,000
100 10,000,000
C 50 1,000,000 50,000,000
too QIO qP 100,000,000
D 50 2,000,000 100,000,000
100 ?'P (},0 200,000,000

Although the figures from Tables 2 and
3 Indicate that the state, track, and horsc-
™ all share the same percentage of the
take out, It Is not necessarily true In
real life. The percentages do vary from
state to state, and many times, as the handle
escalates so does the percentage going to the

Tahie W :
SPORT Total Parl-Vutuel Total
1978 llandlo Attsmtanco

THOROUGHBRED ~ 36,256,680,063 50, 597,009
STVIDARDHRaD ~ 2,733,302,636 28,981,159
QUARTER HCR3E 263,713,529

Horan Totals )9,250,777,023 79,063,963
GRrfdOIT.ID 1.727.151,555 20.096,291

All Toltl  310,935,>30,578 99, U5,2'»l

n.mohsl | y*.dUI,009
Hajor/i'Inor Loaftuos
Football
Coll nglate/profosslonal 90,895,662
Daskat ball
Colluglxto/f rofesslotnvl 39,776,292
Roc™tey
Collcr.lite/rrofosslonil 20,071,731

Slate. lhe actual formulas for the states
are complicated.

In 1918. there were thirty Thorough-
bred meetings across the United States and

Take Out Total Revenue-fleet
Per Day . Ter Hen

State —Track - lloricaien

51,500 575,000 525,000 (Equal Sharei)
150,000 50,000
15,000 750,000 250,000
1,500,0110 500,000

1&0,090 7,500,000 2,500,00U

15,000,000 5,000,000

3q0,0010 15,000,000 5,000,000

30,000,000 10,000,000

Canada that averaged over one million dollars
per day. It dors not Include numerous
Harness and Quarter Horse tracks, as well

as Greyhound w.ils. that also fall Into

this category.

Table 4 shows In nore specific figures,

Tursas Rovsnuo To t 9
Paid Slates Keats States

350,169,937 1353107.392 119 31
209,573,607  150.321.929 51 17
30,299,302 . 7B 20
5509,092,906  *503,929,321
122,637,161 95 13
599,092,936 ;677,066,982

N

~Credits for portions of the above Information to lie Pally Pacing form, American
Quarter Horse Association, United States Trotting Association. Horsemen®s Dcnevolcnt A
Protective Association, American Gicylinund track Operators A;soci.iUiMi.

lhe attendance figures for racing In the
United States, and gives convirlton t
the other major spectator sports. Ilhe
handle derived from parl-nutuels, the
amount paid out In purses, and the conse-
quent revenue to states Is covered In as
much dptall as possible.

An Overview

Hopefully, the previous pages of this
article have Informed the reader to be able
t: (@ Coiifirenend the concept of the
Pari-Hotui"l Wagering System. Turther, the
framework of how It operates, the theory
of how revenue Is raised, where the revenue
goes and how It Is distributed; and (?) Un-
derstand that racing is a big business In
llorth America In both attendance and
economic figures.

But where from here? lo the "Catch 22“
of the racing Industry: Ihc Relationship
and Balance of (1) State Taxation; (?) Ihe
tracks; and (3) lhe Horsemen and Purses.
lhe tconomlc Syndrome of Racing is tied t
the distribution of the "Take Out”, the
following pages will give more dppth to
each of the three major sources of take out
distribution.

The_economic Plight of the llorsencn
So you want to own racehorses’

In 1970, total purses paid to horse
owners In thoroughbred, Standardbrcd. and
Quarter Horse racing was nearly 600 million
dollars.

Ihe Horseman®s Benevolent S Protective
Association (1I0PR), the largest Spokesman
for thoroughbred owners and trainers in
America, estimates that between HO ami
90 percent of.aU_r.JCF1-hQrsc-0>incLS-lasc-
money every year. Whether *  figures arc
exact Is not the point, tb _act that sub-
stantial numbers of people do lose money
gives rise to the plight of horsemen in
the racing business.

The United States Trotting Association,
and the American Quarter Horse Association,
both strung voices of their respective
racing Industries, both echo the 1IMPA's high
estlKutos lor horse owners that lose noncy.

for care and maintenance of Thoroughbred
horses associated with the racing business,
here are sonc figures ouutcd by Jack Ipitmen,
author of Investing tn Hinrwoldnvils: “eerinus
Business™ fui luuynd Jhnl 11, iu Ihe Huvrxiher.



197f1, Issue of lhe Thoroughbred Record.
Ihe figures trerea’sifnable estimate™s of
horses In llev York ami Louisiana.
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The above mentioned price In only two
states, and In certain parts of each stale,
but It does begin to entrr into the high cost
ol malntolnlng horses for racing purposes.
A general ballpark figure for an owner(s)
to have a trainer take care of his or her
horse at a major track In flew York Is
approximately $40.00 per day. That gener-
ally does not include jockey or driver
fees, shoeing bills, vet bills, shipping
costs, and a percentage of the winnings
(f there are any). Add It up for a season
and It would cost up to SIS,000 per year.

In other parts of the country, $40
would be loo much. It could go to as little
as $15-$20 per day, but most fall somewhere
In between. However, one must remember that
the purses for Thoroughbreds In Hnw York
are more than say, Louisiana, Arkansas,
Pennsylvania, or Washington.

So, generally It takes better horses
to win at Qelmont Park In flew York, or
at Santa Anita in California, than say a
horse running In Arlaona, Oregon, or Wrst
Virginia.

In Harness racing, a Standardbred
must be faster to win at The Heariowlands In
Hew Jersey compared tn Michigan, or a non-
pari-mutuel meeting In Ima, or Indiana.

Quarter Horses echo the same. Calif-
ornia“s los Alamllos, or the All-American
futurity In Ruldoso, New Mexico, takes a
better-bred horse to win than the ones in
Idjho, Colorado, or other slates.

Ohvloiltly, breeding Is vital to success
In hnrse racing. Just as scientific
breeding In cattle lur boiler* jjakc” and
cut of meat Is Important, so Is breeding to
make horses capable of faster speeds.

Anyone associated with breeding knows
Ibe riel. Involved curb as the perrent.wie of
barren mores, Inal Mirtallty, the purlumuince

of offspring and to on, not to mention the
enst of Stud fees. The prices of these
yearlings at selected sales for racing

arc enormous. A $65,000 average for over
100 yearlings at major sales is not as
unmitnon as one might Initially think,
Hiuse horses have yet to place a hoof on
the race track.

So figure your costs wherever you are.
If a local stud hnrse can produce a winner
with your broodnore for $500, more power to
you. Out, If you want one of the top
stallions In the country, such as a Secre-
tariat, would $100,000 be too much to pay?

The cost of owning, breeding, and
training horses for racing Is tremendous.
If everything goes well, and you do have a
sound, well-bred, and ready-to-race two
year old filly or colt, wliat can you earn?

Of the near GOO million allotted lo
horse owners in 10/11, It spreads pretty thin
among the thousands and thousands uf
racing Thorughbreds, Standardbreds, and
Quarter Horses In North America. Average
earnings for Thoroughbreds racing In
1970 was approximately $5,000 per horse.

The exceptions such as Triple Crown winner
Affirmed, who earned over two million
dollars In three years of racing, are more
than offset by the ones that do not win any.

However the ole Is sliced. horsemmers
Ip North America have tremendous expenses,
mnd the purses are.~nuL adequateJor most to
break even. The sad thing is that the po-
"“tunlial is not even there by the present
distribution of our pari-mutuel take out.

lhe Tracks: Tfinancial Woes

-In T970. thC-PYetjaU.-lrcnd.of-_husl]iess
at race tracks across the United Stales
amTTJInJII "WT$ umLgqOecT TnliialatlemTince

There are no general statements that
cover all tracks, and indeed there arc some
tracks that were up significantly in both
categories. There were those that were
down hoih ways also.

Racing on the whole Is financially
troubled. The tracks generally are
fortunate to keep up with Inflation.
Increased costs, deteriorating facilities,
and sitting coi-i>Ct Ilion fur the If*Itinte.
dollar has mule nosl tracks fighting lo
miint.ilii (be status gun.

It Is difficult to give in In deoth
expense budget for any given tuck. lhe
variances as to lhc geographic area, site,
nimfier of racing days allotted, and other
numerous factors that make It a full time
Jud) lor accountants and complrollors, let
alone fnr the context of this paper. Ihe
following figures will be approximately
costs ol a nodol facility handling over
one million dollars per day that runs two
types of racing lor a total of IS0 racing
dales In a metropolitan location.

The expenses will fall Into three
categories; (1) Initial Investment in
Facilities; (?) MjJor Maintenance and
Operational Expenses; and (J) Salaries.

|pltlal_Jnvestment in facilities. Our
model will be in the tititagn area, and
using a track that runs two meetings. One,
a thoroughbred meeting of 75 davs, and a
Harness meeting ol 7j days. Awvciage handle
per day will lie 1.25 million dollars and
the tla) length In calendar days lor the
two meetings is 250.

The same lake out pcrcen®.ane lo the
track, horsemen, and state will be used
from earlier sections. Total revenue to
the track from pari-mutuel handle Is
S9.T75 million.

Ihe following figures arc estimates.
They are not exact, nor complete. The
costs are included to give you an indication
of the magnitude and type of costs associ-
ated with owning and operating a race
track. lhe costs initially involved In
opening a race track are: (1) The Patron
Facility (Grandstand); and (2) lhe Racing
Fad lities.

Hawthorne Race Track, a prestigcout
Chicago oval, burned to the ground in
19/d, and the estimated cost ol “cbuil .
the destroyed patron facility Is 15.5
milliun. It Is nodcm and designed to
accoi.modato 30,100 racing fans. Hawthorne
was reported to have been offciod over
$65,000 per acre for tie remaining grounds
which brought the cost of the land to
abnut jnothor 7.0 million for the 119
acre facility. Assuming the IS.5 million
would also Include the paving of the
pailing lot. lemcs, and other initial
construction costs, the patron (aclllty
would be complete.

The Race facilities at any track must
have 1Im rar.Ing strip(s). Bams for
stahling of at least 1,200 horses, in

Alill1inn In living (acUitles Inr tiacl.itretche



workers, and the entire plant properly
aired, as well as other essentials rc-

-gulred by local authorities and CSIIA regu-
lations, Ihc number of unions that track
iikimgment must work and negotiate within
;nlry areas of the country may number between
0-10.

Across the road from Hawthorne Is one mile ovals, while others are i/ll mile, (
“iportsmans Park In Chicago. Sportsmans for thoroughbred racing, the boms of oper- D
ums both Thoroughbreds and Standardbreds ation traditionally aio daytime, while In £
and also Is considered a winter facility Harness racing (which thu only dirt), the
as they tun In the cold and snow as racing Is at night, requiring a significant
well as sunshine. expense for lighting lixtuies. Although

botdi breeds use the same track, the surface

The usual numher of horses that are os tnh the depth of the ~oil, and the con-
stahlcd under one shed row, or barn dues dition of the Strip varies tremendously.
vary. The flquro that we will use will
be 120 horses per bam. Eoc.it weJl.con- At Sportsmans Park, the maintenance
stCVCted.barn with, the minimum.uf.fixe budget Is approximately S22S,000 per year
115/a di-tack.rogyis.and Jodlyiolal 1 *athi. for the combined meetings. It Includes
"?"J5) the cos1J s approa iiwtely LQO(LO.QP the mechanics, parts, repairs, gas, and a
a)ol lars at Suortsmans. For a lesser garage for storing and the actual mechanic
facility for horses, we will use 000,000 work. In addition, they also have a separate
dollars per barmm, bringing the total t building to bold different types of soils
Inn for the stabling of 1,200 horses, for season usage that is net Included,
and the accrued cost to 8 million.

Equipment costs at the Chicago track

Iwo types of racing surfaces are coimwn would be 5454,000 if all were purchased at
at major racing tracks. The Thoroughbreds one time. Son* are new, others used, and
run on both a dirt surface, and a gross, others overhauled. It does not include
nr turf course. Standardbreds trot or miscellaneous equipment such as snow re-
pace on dirt only. All raclno-sucfacec-, moval, window washers, starting gates
vary somewhat, but a ball park figure on (leased), and other machines that vary from
conSIPUctfofi ~Ts~JI".C00.000 for the dirt

iquipmont }|'Ia0d"d (t|SO Hin. |-'tql|r0) Annx. Totnl Coat
lInrsn Awbnl nneo* m 1) 5 A00
Tnetors -ft) = Jj."i.000 3010

homl iirndnra (llacO) 2)) 760 noo 120,000

Loaders (llow/l1xod) fé—FII 2-O (100 avera e« 10.000

nlj> Trucks (ftoUillt) 20.000

Ifprondors (P) < al3 « Io M S
Water Trucks (itob.il 11) . (2) (25 000 %8888
Harrows and Klonts Total 10,000
Operation ihldgot From Above 2251000
Approxlrato Total »629,000
CoUCSe*_«nd_thC-InnaE-tufcf-cc-"rse-wottld- track to track.
fall In_the_S750,000 category. Some
tracks also have IralnTncFlracks. Perhaps the r«st significant expense Facility:
a track TH3t~ IV Ali/3yf|ii'cseiu~In-tlTc )

Costs such as hot houses for flowers opcrSUon of a faclllty ?r tiat o/~tfie-Parl-
andplants, or~the cost of maliitaWuuJilic. HUluiTLiEiuciiiehi ~Flrst. The expense ol
Infield are not"TncTuded. Later figures IC Procedure 1, of the totaTT-
will Indicate the tremendous sums of money SAIQr_enu Imucnt».a}id. tfie'saTarjes_Q> Ihe~ Maintenance-

necessary to care for the racing strip
alone.

Significant expenses of operating a

359

track such as the advertising and marketing

budgets, Insurance. Inual. utility bills,
CTt.. JrO omitted lor nuiiiosei PtAHTiul.ilJ-.
cation.

Ibe racing sirlp Is a major concern for
a track as It Is the lilnline for the actual
running nf (Im rates. Host dirt tracks are

clerks needed to operate them wlIU run
«iOVXQii,vUeiy_1:?L 1IIie gross handTg.
Using 17, It i/ouTiThe~?ffi of~the par!-mutuel —1*

revenue of the track. U Is an everyday
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expense.

As the track and the pari-mutuel handle
get smaller, the ratio of the nxjtucl
expenses tend to rise, and the percentage
thus Increases.

Maintenance requirements pertaining to
the costs and salaries of lhc patron facility
such as the Janitorial services will not
be Included.

The final area to be covered here Is
the personnel costs In the form of salaries
and contracts. It Is a figure Hut varies
trenenduusly from geographic area lo the
slje and length of the meeting. A major
expense is that of security.

A private company or organintion Is
necessary for 24-hour protection and Is In
addition to any help given from local
authorities.

Other major expenses are those of the
the individual race neetlngs Separate
cicws are required for both the thorough-
breds and the Harness. Concession workers
are paid and supervised by either tfie track
caterer, or by a private concessionaire
the track contracts with to supply the food
and drink for patrons. Additional persons
work the parking and admissions, as well as

the administratlyp._jnd Hkiiiageutnt pocSQ.nne

lumping all sala.ies tooelLhec”tbe-cost
In Clucauo is rough! nl. 1:. Qt-aOQlher
of the total revanux-to-the-trach~froHV-

pari-mutuels.

A suinnary of the expenses mentioned
earlier in relation t the $9,375,000 given
t the track from il of the gross pari-
mutuel handle:

S1S.sim,1id
/.1 HLIY
Lwsi, 1
J,tW,U»0

Grandstand
land
Pacing track (Olrt Only)
Uarmms for Stabling

<",4,010

Equipment Inventory
Hikd

Operaling Hudgct

Major Operations/Salaries

Mutuel Department (M.ublnes/Saljrics)
I- Gross llandlip-*21)* IrackiVUtUel 1icvenue

All Other Salaries
,T* Gross Hl.mdli"—14. TrackMutuel

t.HfS.00

krvcnue [ s |



tt docs not take an accountant to

flguie that ng_track.could riale JIt.on.the

= Muciuie-fropi .vari ;iiiutueLhandic. .alon«-_«and
none do. the attendance.revenu? by.«tajjs
or*parETffgnam 1 11lons, . "an<Lconcesstoni Is
fEeJ""orence Between a.track auk ingJ t
nc-iini. 191, problem )s that the amount
of take out for the track®s share Is so
minimal that the revenues from the afore-
mentioned cannot make up enough slack to
make a multi-million dollar facility profit-
able when compared to Investments In almost
any other fo»m of business.

To ask Investors to spend millions
of dollars on (lie scant rate of. returnls
not conducive to race tracksbelnq
competitive with amusement park, movies
and theatres, or other professional sports
franchises, to name a few. Even I the
track could mjke a profit on a yearly cost
lo revenue bodget, the Interest rate on
borrowed money would most likely plac
the track In the red.

So what has happened tomany rfthe
major tracks in Koi*th America Is tlat mast
arc older facilities that were bul t In
the JJ"s, 40"s, or 50°s, and consequently
the plants are either In dire need of
significant anounts of capital Investment
for iiMprovemenls. or have found themselves
In distressed and undesirable areas of the
city. The tracks need to spend large
amiunts of money for constant face lifting
to attract new customers as well as keeping
their old patrons. People will not attend
a track that Is not clean, modern, and one
that offers luxury and Is easily accessible
t by car and public transportation.

Snme states are concerned with the
problems of race tracks and are consider-
ing alternate forms of legislation that
could help, Examples have been that

“decreased take out for the state Is ear-
marked for capital Improvements, or vari-
ation of same. However, the condition of
the health and vitality In the racing
business Is very weak, due most In part to
ths lack of Incentive for profit. If the
dollar potential Is not there for owners and
stockholders, It will cease to grow, as has
been the case of many tracks across the
country.

The state needs to take the stance that
will allow the tracks to prosper. Ihe
means exist. The track™s share of the
take out has t he Increased.

The States: Unconscionable Taxation

In the two previous sections, the plight
of the horsemen, and the financial woes of
the race tracks In North America have been
discussed. Each has a legitimate claim to
a higher percentage of the pari-mutuel take
out. The problem has been that each has had
to fight the other (llorsmen vs Tracks) to
try to gel more by making the other take
less. 1l Is not equitable. The third
partner has to relent.

In fact, the third party has to become
a partner, and not the parasite that Is a
good word to describe most of the states
that are beneficiaries of taxes derived
from pari-mutuel racing In North America.

We"ve all read and heard about Proposi-
tion 13 In California. Issues Involving
property, state and federal Income taxes,
as well as others such as capital gains
tax are daily topics In the morning news-
paper. Between the problems of Inflation and
the oil crisis, It does not paint a pretty
picture for the 1980°s.

Racing does play a iuidoi role In the tax
structure of Arerica, Tew people understand
the economic contribution of pari-mutuel
racing to the economy an™ to society. That
Is a part of the problem.

Few understand, (@ the amount of coney
raised through parl-nutuet taxation; and,
() those who do not understand It, are
gradually Ignoring the need for relief
for the racing Industry. The lack of atten-
tion through more favorable legislation is
causing a “golden egg* story, Simply,
revenue from racing to states and munici-
palities Is a golden egg for legislators
no significant cost, no Investment, and no
risk.

The goose that-layt the “golden egg.*

however, Is In Jeopardy. Racing"s

partners, Horsemen and Tracks, In this

case, have a tax structure that huge

corporations such as McDonalds, J, C.

Penney, U.S. Steel, or any other business

\?\;i Industry would not be able to survive
1.

Or take racing®s sister Industries
In the sports world. Could lhe Philadel-
phia Phillies have a salary h.mkioll for
twenty-Five players nl over six million,
or professional basketball players who
average well over $100,000 per season In
the NBA, or football, or hockry, or whatever
Sport you want to name-e-lie profitable, or
even close to break-even. If ono-thlrd ol
their major source of revenue was taxed
off the top by the state? It Is unlikely.

Out racing does---regardless of the
Individual nature of each track In any
one of the thirty-one states represented.
On top ol that, both tracks and horse
owners arc subject to Income taxes on profits.
lhe horse owner also must shnw profit two
times In every seven fiscal yeais to use it
as a tax write off. Yet that money In-
vested In horses Is a boom to many In the
form of Jobs and a variety of other indus-
tries and businesses such as feed and grain,
automotive, grocery, real estate, etc., In
any comnunity that has breeding facilities
or racing tracks.

Taxation and racing brings op several
Issues.

One Is the moral Issue, and the fires
wage pro and con in a world where tele-
vision ministries raise millions of tax
free dollars—-wlierc crime runs at record
levels, public corruption Is fieguent, and
drug trafficing Is totally unrontroltable.

As Mentioned earlier, only thirty-one
states have one form of legalized pari-
mutuel wagering of some type. Many states
have not passed the necessary legislation
for o.ie reason or another. States such
as Texas. Oklahoma. Georgia, lowa, Missouri,
etc., have raclng---but not pari-mutuels.
Dills and public refcrendums arc drfeatcd
every year

The Ildea of racing®"s “bad element",

the undesirables, and so on and on plague
the Industry. Ihc concept of the conwulsive
gambler with six chi Ithen and no food on
the table..._the anticipated drop In

church attendance.. g.lMilIng and prohibition
arc considered by many al the Sli« level,
llItese preconceived ldeas by not only the
general public, but also mmy legislators



