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CHAI RVAN BIBLE: This is a neeting of the Regul ation,
Enforcenent and Internet Subconmttee of the National Ganbling
| npact Study Conmi ssion.

We’'ve nmet on a nunber of previous occasions. The
| ast occasion we nmet, which was at our neeting in Virginia Beach,
we decided that we were going to reconmmend to the full Conm ssion
a condition of supporting a banner of prohibition against
Internet wagering versus sone of the aggregate groups who had
recommended a variety of other approaches to Internet ganbling
and probably the final approach was that we regulate it and we
rejected that particul ar approach.

We indicated that we would flush out that particul ar
recommendation at a future neeting and this to a great extent is
that future neeting. And because it is kind of warmin here it
m ght be in everybody’'s interest if you want to take off your
jackets. | don’t believe they have the air conditioner on yet in
the hotel. But it is fairly hot.

And | want to proceed in this manner. W really have
two separate issues to talk about today. One of the issues
involving the Internet and the other issue 1is involving
regul ati on. And they are two separate and distinct issues. I
t hought | woul d proceed first with tal ki ng about the Internet and
| want to talk in this order. One is about the applicability of
our recomrendation to prohibit wagering on the Internet.

| know we had quite a bit of correspondence and sone
contact wth various interest groups who expressed sone concern
about that particular recomendation. And then take a | ook at
sone of the potential enforcenment options that we could recommend

in terms of a final report to the full Comm ssion. In ternms of
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the applicability issues that we' ve received quite a bit of
testinmony and quite a bit of correspondence from a nunber of
groups, as | indicated previously.

One group who has been fairly active has been the
Anmerican Horse Council. M. H ckey has supplied us with quite a
bit of information. | don’'t know if you want to run through that
briefly or if you want to just let the record stand with what you
previously provided?

MR, HI CKEY: As long you all read it, just try to
di stinguish --

CHAI RVAN BIBLE: Well, we all read it, but again you
are assum ng we all understand it.

MR, H CKEY: Well, what we were suggesting --

CHAI RVAN BI BLE:  And | understand the --

MR. MCCARTHY: At the appropriate tinme, M. Chairman,
I’11 have one or two questions that | want to pose to M. Hi ckey.

MR. H CKEY: Did you want to conme up here?

CHAI RVAN BI BLE: Sure, sure, no, why don't you?

MR, H CKEY: Well, | wasn't prepared to, | don't have
all ny stuff here.

MR,  MCCARTHY: Good. Well, we’'ll ask you questions
about the stuff you don’t have.

(Laughter.)

CHAI RVAN BI BLE: First, why don't you tell us what
you don’'t have and we’'ll just --

MR,  H CKEY: I don't have the answers to your
guestions. \What we’'ve tried to do over the last 18 nonths is,
with respect to Internet ganbling, is distinguish what the horse

racing industry has been doing for 20 years in sonme cases wth
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respect to tel ephone wagering, account wagering in seven or eight
states, where it has been specifically legalized, fromwhat m ght
be called off-shore Internet virtual casino-type stuff.

W’ ve tried to make the case that, with respect to
horse racing at |east, whether you can regulate the Internet or
not, clearly you can regul ate horse racing because the tracks and
the facilities are in the states and the racing conm ssions and
the legislatures have authority over it. W do several things.
Information on the Internet, sinulcasting on private conputer
systens and tel ephone wager. And we try to distinguish that from

CHAI RVAN BI BLE: But no one at least at this point to
ny know edge is taking wagers via the Internet, are they?

MR. H CKEY: No, to ny know edge I don’'t think that’'s
true either.

VR,  MCCARTHY: I thought there was a nmarketing that
Churchill Downs and TVG had done marketing for --

MR,  HI CKEY: That’s a good question. No, TVG is
using a cable box --

MR. MCCARTHY: Right.

MR. HICKEY: -- on top of their --

MR. MCCARTHY: Ch, |I'msorry.

MR.  HI CKEY: And that’'s a closed, | nean |I would
think that that's --

MR, MCCARTHY: That’'s not the Internet?

MR. HI CKEY: No. That’s about as closed as you can
get. Also TVGis not operating, | nean other than in Kentucky.

CHAI RVAN BI BLE: They’re on a trial basis there,

aren’t they?
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MR HICKEY: Yes. It is agrand, it is a grand idea
-- | want to say grandiose. |It’'s a grand idea and they are going
to start operating in, this sumrer. Now that has been pushed

back a nunber of tinmes and it is going to be a 24-hour

raci ng/ entertai nnent channel that wll allow wagering in those
states where it is specifically legal. So TVG is not using the
I nt er net.

CHAI RVAN BIBLE: Now the eight states that authorize
account wagering, how many of those states allow it or restrict
It to intrastate and how many al so allow i nterstate wagering?

MR. HI CKEY: Three of them | don’t know how many, |
know that Kentucky restricts it to intrastate. Pennsyl vani a,
Connecticut and New York allow interstate, into the state. And
that has been approved by the | egislature.

MR, MCCARTHY: Kentucky, Indiana --

MR. HI CKEY: Kentucky, Pennsylvania and New York. |
believe that’s accurate. And New York, for exanple, has been
doing it for over 20 years, including by a state agency, New York
Cty Of Track Betting, which is operated by the state. But in
terns of distinction --

CHAI RVAN BI BLE: Do we know if the Justice Departnent
has ever ruled on the applicability of the Wre Act to that kind
of activity?

MR. H CKEY: No, they have, to ny know edge they have
not . Wth respect to sinulcasting, they did go in wth --
simulcasting 1is track-to-track, track-to-off track Dbetting
facility where you nerge the pools. The racing industry in
California went into the Departnent of Justice about 15 years ago

and said we want to do conmon pool wagering across state |ines.
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CHAI RVAN BI BLE: A conpletely different issue.

MR. HI CKEY: Ckay.

CHAI RVAN BI BLE: Totally different issue.

VR,  HI CKEY: Then that’s the only, and Justice said
no, we don’t issue opinions |like the FCC or sonething |ike that.
So as far as | know, the Justice has not stated their position on
It, or have any enforcenent actions been brought under 1084.

CHAI RVAN  BI BLE: Well current pooling gets a
specific, | won't say endorsenment but it |looks like it is very
perm ssive | anguage in the Horse Racing Act.

MR. HI CKEY: | would think so too.

CHAI RVAN BI BLE: Which woul d not be shared by sone of
your, sone of the other groups that have major pull. [’ m
t hi nki ng of the dog people and the jai alai people.

MR. HI CKEY: Correct. So in any event, we have tried
to distinguish, you know, it’'s, you bet on a race, it’s a live
event, it’'s handicapped, you know the results of it, it’'s
regulated in the states, it’'s licensed, to try to distinguish us
fromthe so-called Internet ganbling.

CHAI RVAN BI BLE: And common pooling to sonme extent
may involve systens that would be simlar to the Internet? O

maybe met hods of transm ssion --

MR HI CKEY: Well, | don’t know whether --

CHAI RVAN BI BLE: -- technol ogy?

MR HCKEY: -- | wouldn't think that they're simlar
to the -- they are conputer systens certainly. They are hooked

up by conmputer across the country.
MR. PUTSAVAGE: They would not be in the sense that

they are not using URL'Ss.
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CHAI RVAN BI BLE: So you are not asking for any kind
of an exenption in the Kyl legislation in terns of that
particul ar activity, in terns of --

MR, HICKEY: We're just asking for clarification of
the, in the federal l|egislation that commobn pool wagering has
been --

CHAI RVAN BI BLE: If you' re asking for endorsenent
then it’ s okay.

MR. HI CKEY: Yes. That it has been --

CHAI RVAN BI BLE: You want an affirm ng statenent that
says this doesn’'t apply to --

MR, HICKEY: W think it conme under 1084-B which is
information. That’s sinulcasting.

CHAI RVAN BI BLE: But it's all wagering information.

MR HICKEY: It’s all, yeah, which is, as long as it
Is legal in both states.

CHAI RVAN BI BLE: Yeah. Okay.

MR, MCCARTHY: Just for clarification, M. Chairman,
Kent ucky, Pennsylvania and New York all allow betting from home?

MR. H CKEY: Yes. There are actually, Oegon --

MR. MCCARTHY: By phone, by phone?

MR,  HI CKEY: By phone. And now Kentucky says by
phone, by telephone or interactive conputer service, sonething
like that. It doesn’t say interactive conputer service, but
other electronic mnmeans. By phone, though, yes. And also Oregon
has authorized it. Nebraska has authorized it but it is not up

yet .
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MR. MCCARTHY: And by what other neans, in addition
to phone, how do they allow betting, by what other neans, be
specific?

MR. HI CKEY: Kentucky would say by, | don’'t know what
It says, electronic, | don't exactly what the termit. But it is
nore than just tel ephone.

MR, PUTSAVAGE: But what the Conm ssion has expressly
aut horized there, in this TVG test market, is cable?

CHAl RVAN BIBLE: Well they are transmtting the data
over the cable and it’s hooked to a --

MR, PUTSAVAGE: And it’s on street.

MR,  MCCARTHY: And before TVG any other neans of
pl aci ng bets?

MR H CKEY: Before TVG which started | think five
years ago, there was a gentleman and Kentucky allowed him to
take tel ephone bets about 20 years ago for a short period of
time. | don’'t know that for sure, in Kentucky. He's, you know
one of these old Colonel, Colonel Joe Johnson or sonething |ike
that. But that has been going on, one of those old tiners.

CHAI RVAN BI BLE: wll, and if | understand the
situation is, so we have eight states that have a kind of
wageri ng. Three of those states wll do it on an interstate
basis, the others are sinply allowed on an intrastate basis --

MR, HI CKEY: Correct.

CHAI RVAN BIBLE: -- and they apparently devel oped or
are trying to develop sone kind of nechanism to police where
t hose phone calls are com ng from

MR.  HI CKEY: Wll, and | think that you can, the

phones, | think you can do that now.
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CHAI RVAN BI BLE: Vel |, mybe. I mean | think the
technology is there if you marry the phone to a GPS or sonething
i ke that or you can do sonething |ike that.

MR, MCCARTHY: On this issue, |ooking at your letter,
M. Hi ckey, with respect to account wagering on horse racing, the
Comm ssion m ght recomrend safeguards to be considered by a state
In making any decision to authorize |icensed account wagering.
And then, but we know from other communications, | think you
refer to a bit by M. Putsavage, that there are a series of
saf eguards proposed by Churchill Downs and TVG s.

Use of a smart card to try to prevent people under
age. No direct use of a credit card for wagering. A cooling off
period before deposited funds could be accessed and so on.
There’s a little bit of a contradiction in ny mnd about
recormendi ng the Federal Governnent -- these are federal |aws
that have to be anended to permt this to happen. And | take it
it would, it would require sonme further clarification on federal
law for all states to want to do what’'s proposed here.

MR, HI CKEY: It would also take nore states to
specifically approve it, too.

MR. MCCARTHY: Sure. But the other states don't have
saf eguar ds. And we don’t know whether they ever wll have
saf eguar ds. W don’t know whether they wll show what the
conmbi nation proposing this programin Kentucky showed.

MR. HI CKEY: Yeah, what | was trying to do there was
that if you distinguish telephone account wagering and horse
racing from Internet ganbling and it would be wonderful if you
woul d recomrend that every state would adopt telephone account

wagering, but I don't think that is possible. But in considering
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whet her you should, what position you mght take, we suggested
that there are sone safeguards that could be built into any
system that you m ght suggest a state consider if they were to
adopt that.

MR, MOORE: Let nme nmake just a sinple conparison
her e. Whether this is wagering by Internet or whether it is
wagering by the tel ephone or whatever, basically each of those
would go into the hone. That’'s what you're advocating. That we
will be able to wager fromthe hone, right?

MR, HI CKEY: Wat |'m advocating is that every state
be given the opportunity, if they wish, to
deci de that for thensel ves.

MR. MOORE: To ganble fromthe hone? To place a bet
fromthe hone?

MR. HI CKEY: |If they wish to do that, yes.

MR, MOORE: So that would be conparable, on a sinple
way of, it comes down to an issue, well, do we want to recomend
that ganbling enters every hone. | nean you could, you could go
to the market and buy a gasoline engine or buy a diesel engine
and each one of them would get you to the market. So to ne the
Issue is not particularly Internet, even though it just scares ne
to death because it’s out there for everyone.

The issue is though, to ne personally and I'd like to

state that. I mean is the gamng into the hone. And you're
going to say, well it’'s already there, we’ve been doing it for 20
years, soneone said. Just because we’ve been doing it for 20
years -- | practiced nedicine for 20 years and then | o and behol d

the governnment stepped in. So, and maybe they did good by it, I

don’t know. But this is really is true to the issue. And |
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won't interrupt you anynore other than nme trying to understand
t he technol ogy.

Technol ogy has gotten ahead of all of us. Technol ogy
has gotten ahead of -- there’s sone gurus out there | guess. But
they are all up there at Mcrosoft and we're trying to break them
up. But technology is so far ahead of us, it just scares nme to
death. |It’s ahead of ne in ny field.

MR HI CKEY: Vell with respect to that, we're not,
we’'re not asking or suggesting that you recommend that states
all ow ganbling in the hone. Wat we're trying to do is clarify
and di stinguish us fromthe prohibition of Internet ganbling.

CHAI RVAN BI BLE: But you're trying to preserve the
exenption for account wagering fromthe hone.

MR HI CKEY: Well, I'"mnot sure that there isn't --

CHAI RVAN BI BLE: Vel l, maybe not an exenption, but
you're trying to preserve account wagering at least in these
ei ght states and expand upon that to becone a state option to --

MR HICKEY: W're trying to keep the states rights
at the states rights position that if they, if those states, for
exanpl e New Jersey is considering it now If they wish to go to
account wagering in the home for horse racing, then let the
states decide what they want to do. That's the, our position.

CHAI RVAN BI BLE: So you in effect are advocati ng what
you call wagering up to the authority of the states?

MR.  HI CKEY: As ganbling -- yes, as ganbling has
al ways been regulated. And as 1084-B has right now with respect
to information, provided it's legal in both states. Just |eave
the ultimate decision to the states as to what they m ght want to

| egal i ze with respect to parinutuel racing.
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MR, PUTSAVAGE: Just to elaborate also in response to
the points about the controls on an accounts system mght be in
effect the second l|evel of policy recommendation that the
Comm ssion mght choose to undertake. To say that we’ ve | ooked
at this issue and assum ng you agree to the position that that
remains a state decision, at your observations | want what you
m ght see as a suitably protective system for those states still
considering venturing into that.

CHAI RVAN BI BLE: But sone of the account wagering
systens have sone of the same characteristics as the Internet, |
think, that concern us. And | would inmagine a resident in Utah
can figure out how to establish an account and set up an account
with either a track in Pennsylvania, Kentucky or New York and
pl ace a wager where that activity may be illegal in the state of
Ut ah.

MR,  H CKEY: You'd have to go to an awful [lot of
troubl e.

MR, PUTSAVAGE: And let nme clarify for a second --

CHAI RVAN BIBLE: Well, | think a |lot of people, wel
call forwarding is a pretty sinply device nowadays that | think
It has becone fairly common place. In fact | dealt with trying
to regul ate accounts for a nunber of years.

MR. HI CKEY: But then that’s why you try to get the,
you know, the Social Security Nunber, the credit information,
find out where the person’s residence is so that if he’'s from a
state where it’s not |legal you would not take that bet. And |et
me just say one other thing. W' re not advocating that every,
even if a state legalizes --

CHAIRVAN BIBLE: Oh, I'm |I'm --
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MR, HI CKEY: No, no, no, | just want clarify. W’'re
not saying that, for exanple, everybody in Pennsylvania should be
able to ganble from their hone. You have to do an affirmative
action. You have to go to a race track, open up an account, put
noney there and then decide whether you want to have that
activity. 1It’s not going to be --

CHAI RVAN BI BLE: You don’'t need to go to a race
track. You can call themup and establish a credit |ine through
your credit card.

MR. HI CKEY: Al right. Wll you have to, but it’s
not going to go into your hone w thout you asking for it. Sane
with TVG

MR, MOORE: Now who, was it TVG that has the 24-hour
raci ng channel or is advocating or what?

MR, HI CKEY: No, they are, they are going to
hopefully start a 24-hour entertainment racing and wagering in
those states where it is |egal.

MR, MOORE: Unm hmm

MR. HI CKEY: A channel. But it’s going to be a show
about horse racing. It’s going to be about jockeys, it’s going
to be about the horses, it’s going to be the fun of horse racing.
The idea is not going to be just totally wagering. They are only
going to show four races an hour and you can only wager in those
states where it would be |egal. They will not facilitate the
ability in the other states.

MR, PUTSAVAGE: It would be Iike the golf channel.

MR. HI CKEY: Yeah, it would be like the golf channel

or Honme Shoppi ng Network or what ever.
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CHAI RVAN BI BLE: O ESPN had on two hours of horse
racing this afternoon.

MR, MOORE: But you didn't bet on it though, did you?

MR, H CKEY: Wiat they are trying to do is

CHAI RVAN BI BLE: They didn't take any action over
here at Friday’s.

MR.  HI CKEY: -- as you heard at the last neeting
we’'re down to seven percent of the wagering dollar with the idea
of the racing channel. And there are a nunber of others who are
trying to get racing on television. W mssed the television
boat, you know, when the NFL and baseball have been on it and
we're trying to get back on the boat now. To build our fan base
so that people will see on television, hopefully take an interest
in it and if they wsh, cone out to the track and enjoy
t hensel ves.

MR, MOORE: You know all this is interesting. About
the first or second week after I was appointed to this Conm ssion
and | had a call fromthis young | ady who was covering racing in
Virginia. | have no idea who her nane is and | really don't know
who she was working for, | don't really care. But she tried to
sell nme on the idea that when we deliberated that in Virginia
that horse racing was not ganbling or gamng it was a famly and
fun activity. | said, well you know, that’'s strange.

O her than us as kids riding horses and nmules out on
the farm 1°d never been to a horse race where they didn’'t have a
pl ace that you could bet. And so what it all conmes down to is
all this ganbling has accelerated all of you in the states.

That’s why this Commi ssion is in existence, | guess. One of them
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Is to study the effects of social and econom c because of the
accel erati on of gam ng.

And it’s taken, as you just said, it’'s taken, people
have decided, well, maybe shooting craps is nore exciting than
watching a horse race. O maybe, you know, they'd rather go to
the Indian Reservation or they' d rather do this. And so it’s
really all com ng back adding nore gaming to really I'd have to
go back and agree with this young lady a little bit.

In the beginning this probably was nore of a social

than it was to go and think that you were going to fill vyour

pockets full of noney. And there you are just sort of betting

agai nst each ot her. | mean in the house you' re not putting up
much noney on a horse race. You' re just betting against
your sel f. But now we’'re trying to change that concept a little

bit and it’s for survival, as you were saying.

MR, HI CKEY: | would take issue that there are a |ot
of people who still go to the races on a daily basis. Al those
people in the infield at the Derby or the Preakness.

CHAI RVAN  BI BLE: Well your at hone, your annual
figures at least for on track have, are showi ng decline. | think
your attendance figures for on track are show ng decline.

MR. HI CKEY: That's right.

CHAI RVAN BI BLE: Your total annual figures are
showi ng - -

MR. HI CKEY: Because of sinulcasting.

CHAI RVAN BI BLE: -- because of sinulcasting and OIB
activity.

MR MCCARTHY: | have three ongoing concerns, M.

Chai rman, that | think these gentlenmen have heard before. And
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I"'m really trying to address them in nmy mnd and not be
inflexible on this. Try to be fair at least and |isten carefully
to what's being said. The first was hone betting. Although the
safeguards introduced by what’'s proposed with Churchill Downs
does address that for, for ne sonmewhat to avoid youthful
ganbl i ng.

And it’s certainly one of the cleanest approaches to
trying to, trying to do sonething about seriously troubled
ganblers, a <cooling off period, the other things. And
incidentally, | know you ve probably seen and been dismayed by
the NORC Report showing the -- well as you know NORC did a patron
survey and they included horse racing in that.

Now, we have to enphasize here it was not a |arge
sanple of the total of 530 interviews, all right. So it really,
to be, to have legitimacy it would really have to be a nuch
| arger sanple of horse racing patrons. And | think it had dog
racing patrons in that group too, although not nuch. It showed
that horse racing patrons, conpared to all other fornms of
ganbling, had a nmuch higher percentage of pathol ogical ganbling,
which is five or nore hits on the diagnostic screen.

And that it had a much hi gher percentage, not as high
conparatively, but a higher, as to problem ganblers. If | could
just use the term to describe three or four hits, it was 25
percent pathol ogical ganblers and 14 percent problem ganblers.
Now again, it was a small sanple of the part of the 532, but it
just, it cut it in half. And if | were the industry | would want
to fund, through a totally independent survey or researcher.

I would want to fund a sizable patron interview study

as quickly as | could put it together. And try to know
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your sel ves what the nunbers are, as well as telling the public.
But | raise that in connection with the hone betting issue. | f
that’s anywhere near true, then shrink it by half. Saf eguar ds
about who can bet from honme and so on are a very inportant issue
to ne.

But at least the Churchill Downs TVG thing tends to
make some approach to that. You know when you say leave it to
the rest of the states, this is a state issue, we’'re also under
M. Bible's |leadership on this Subconmttee, |ooking at the
regul atory nodels around different states. And there is wde
variety. There are, there are sone |eadership states that are
really doing a good job of regulating, you know, other casinos.

But then there are sone states that are pretty
clearly deficient. So leaving it to the other states is, it
doesn’t give ne a lot of confidence. Now the second concern that
| have that | talked -- | don't think | raised it during your
Subconm ttee Hearing in Las Vegas. I may have talked to the
I ndustry folks after the neeting was over. Adding other forns of
ganbling at the race tracks. Sl ot machines, card roons, other
things, all in the nanme of preserving an Anerican tradition,
hor se raci ng.

And it’s true, everybody in the industry is -- Track
Owmers mainly want this because it goes to the profit |Iine.
Thor oughbred people 1've talked to and so on, they really,
they’re not on that wave | ength. But adding other fornms of
ganbling, 1’'ve started thinking if we allow all kinds of betting
from home and eventually get to the Internet, is that going to

stop at horse races?
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O mght they be able to plug into video poker screen
or some other form of ganmbling? |’ve never heard anybody from
the industry address that issue. Now admttedly, there are only
five race tracks that have other forms of ganbling. But there

are a nunber of others that are applying for other forns,

I ncluding in Kentucky. | read a newspaper article just a few
weeks ago. Was it Churchill Downs? |I'mtrying to remenber who
It was.

MR, H CKEY: No, it was Turfway. The river boat was
goi ng up.

CHAI RVAN BI BLE: W' ve got to have nore than five
race tracks that have other forms of ganbling?

MR, MCCARTHY: Well, maybe it’s five states.

CHAI RVAN BI BLE: In California, you know, we have
card cl ubs. So it mght be five states, because we have sl ot
machi nes in them

MR, MCCARTHY: Five states that may include nore than
one race track that has it, yeah. But | nean this is, it is
clear where this pattern is going. They’' Il each go to their
state legislatures and their Governors are saying, gee, this
great tradition that has mmde our state sonmething special 1is
going down the tube. W need you to let us put in slot machines
or black jack or whatever it may be.

Now when, if we support |iberalizing under federa
| aw betting, you know, intranet, Internet, whatever, does that
stop just with horse racing or is there sonme iron clad way we can
make sure that betting fromhonme or fromwherever or the Internet
isn’t going to go to other fornms other ganbling. So I don't know

that there’s an answer to that right now
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Maybe it mght not even be fair to even pose it to
you because | know you' re not thinking about that very nmuch and
the industry is clearly not unified on this. And the final point
Il want to make, M. Chairman, is what | raised with these
gentlemen -- | know I didn’t raise this during your Subconmttee
Hearing in Las Vegas, it was after. M belief that, whether it’s
the Kyl Bill or whatever Bill that’'s being considered in
Congress, any significant exenption you put in will be used as
the launching pad for other segnents of the ganbling industry.
Gee, they got it, why can’t we ganble over the Internet?

O why can’t we get this exenption. So as the night
foll ows day, having spent a little time in Sacramento, |’'ve seen
t hat happen again and again and again and followed it happening
I n Congress on other issues.

CHAI RVAN BI BLE: And | agree. The nobst conmon
phraseol ogy you hear in ternms of any regulatory or restrictive
type activity is, you know, we want a level playing field with
t he conpetition. | think that's what you're hearing from the
tracks in a nunber of places that they want to have a |evel
playing field. Maybe, well we’'ve got a little different spin to
the argunent because we want to preserve the Anmerican tradition
of horse racing which may or may not be an Anerican tradition in
another 20 or 30 years from now as we increasingly becone
ur bani zed and nove away from agrari an-based econony.

But | think what you do hear and |'m surprised you
haven't articul ated, but you started to articulate it in terns of
mar ket share which is Anerican. And what’'s happened is they ve
suf fered decreased handl es and decreased profitability because of

rise principally in lotteries. | mean if you take a look at the
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data you would see that in states that have introduced lotteries,
California being a prime exanple, there is a rise in lottery
revenues on one graph and a decrease in track participation has
been one of the fallouts.

You know, the argunent that you hear in a nunber of
states and you hear it very loudly in California is that because
the tribes are operating slot nachines. And you hear that in
California and you' ve heard that to a | arge extent already in New
Mexi co which has gone one step farther and actually legalized
sl ot machi nes on tracks, but to keep the playing field | evel.

So it tends to becone a great ratchet at |east from

ny perspective as to how you handle these particular issues. I

don’t think we shoul d make any recomendati ons that affect comon

pul | inconme when there has been a w despread practice around the
United States for a nunber of years and | think the existing
system seens to take care of that. | think there is sone

question as to whether dogs and jai alai are indicative of common
pool i ng.

And at | east ny  personal opi ni on, I don’ t
particularly care for dog racing activities, so | don't have, |
suppose, a dog in that hunt, at all. So | don't, | don't care
for the activity period. But | do think that at |east the horse
guys should, if you don’'t want to make any reconmmendations that
affect the common pooling regardless of the nethodol ogy of
conmuni cati on

| think in terms of track activities, | don't think
you can mnmeke any recomendations that are particular, influence
account wageri ng. Recogni zi ng that account wagering goes into

the household. But | think it goes into the household and there
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are nethodol ogies that you can recommend that | think give you
nore information than you do probably as a patron at the track.
| saw the sanme figures you did in the NORC Survey and
was sonmewhat alarnmed by the incidence and prevalence of
pat hol ogi cal ganbling activities. Although it was a very snal
sanpl e and probably not particularly valid on which to draw any
conclusion. But it is suggesting, as you indicated, perhaps sone
other difficulty.
And that you, and at least if you recommend no
changes in account wageri ng, | f you're done wth the
recommendati on that anybody who inplenents it do such things as

safeguards as they’ ve enunerated here, if you have a great dea

nore information about your patron than you get nornally. I

think when you get into intrastate account wagering, | think it
beconmes nore problematic. And |I’'’m not altogether convinced at
this point that that doesn’t violate the Wre Act. | don’t think

the Departnment of Justice has looked at it or taken any

enf orcenent acti on.

MR,  H CKEY: Wll, | nean that is an open |egal
question and |I'm not going to be able convince, until a Judge
rules on it, no one knows the answer. But it is simlar for ne

to say horse racing activity woul d suggest what states utilize it
and if they wish to work together. But let nme go back to one
other thing with the problem of ganbling, as you just point out.
There are those who are in the problem ganbling area who woul d
argue that with those safeguards, particularly the cooling off
period, and the fact that you can’'t put noney into an account

with a credit card and that you have to wait 24 hours or a day
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li ke a check before you can do it, that you can actually control
the --

CHAI RVAN BIBLE: That’s not what you say here. You
say no direct use of a credit card for wagering. | assune that
you can use a credit card to establish an account bal ance and
wager fromthat. You just can’'t call and nmake an instantaneous
wager with a credit card.

MR. H CKEY: No, well, no.

MR, PUTSAVAGE: You can’t wager the sane deposit day
ei t her.

CHAI RVAN BI BLE: What do you nean by no direct use of
-- but you can use a credit card to establish a wager intent?

MR, PUTSAVAGE: To replenish. Only to replenish

CHAI RVAN BI BLE: Then you're still wagering by credit
card. It’s just nore, it's just interim

MR, H CKEY: |'’mnot sure that, | don't think TVGis
allowing --

CHAI RVAN BI BLE: Wien you say no direct use of a
credit card, are you advocating then that you can’t use a credit
card to either establish or replenish or an account?

MR. HI CKEY: To establish, yes, because they want to
try to get that information to find out who you are, what your
age is and all this stuff.

CHAI RVAN BI BLE:  You can’t show up in person?

MR, HI CKEY: | don’t think you have to show up in
person at nost places, no.

CHAI RVAN BI BLE: Just do it over the phone.

MR. HI CKEY: In the Kentucky --
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CHAI RVAN BI BLE: In Lybrook, you can call Lybrook
right now from this, the Lybrook operation up in Pennsylvania,
you can call them and they will send you the information to
establish an account.

MR, HI CKEY: | do want to say, because you nentioned
a couple other things. Wth respect to the Kyl Bill, the
exception that was proposed for parinutuel racing was not an
exception to allow themto use the Internet. It was an exception
and it was specifically spelled out a closed |oop subscriber-
based service that was nuch nore restricted than the, you know,
the so-called worl dw de web, the Internet.

And then the one part about the slots at the race
track. W’ re not suggesting that the Comm ssion reconmend that
all race tracks be permtted to use, install slots or VLT s or
other forms of ganbling. Al we're saying --

CHAI RVAN BI BLE: It would probably be tough to get
t hat one on.

(Laughter.)

MR. HI CKEY: -- we're saying --

MR, MCCARTHY: We weren't really thinking about that
too nmuch actually.

MR, HICKEY: Well, then | feel safe on that, to say
t hat . But we were saying that if a state wishes to |egalize
slots or VLT's, do not just automatically kick out of the mx a
potential location as a race track, because it is a race track
As M. Bible said, the conpetition is what's hurt us to a great
extent because casinos, for exanple, can offer all forns of

ganbl i ng including racing.
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You know, in the race books. And we can only offer
raci ng. W would like to be considered in the mx if a state
W shes to do that. In other words, don't just say because you
are a race track, you can’t put a slot in. And there are --
MR, MCCARTHY: Well, we say that to card roons too.
You can’t put roulette tables in. | nmean there are many forns of
ganbling who's limts are defined.
MR. H CKEY: | understand that. But we woul d perhaps
di sagree, not with the card roonms, but if, with respect to the

race track.

CHAI RVAN BIBLE: In California you have card roons at

t he track.

MR. H CKEY: At Hollywood and a couple of other --

VR, MOORE: These nice casinos that are being built
now, how long do you think it wll be before they put a race

track in the | obby of thenf

MR. H CKEY: A thousand years.

(Laughter.)

MR MOORE: Wy is that?

MR. HI CKEY: Because they are too expensive and they
are not maki ng any noney.

CHAI RVAN BI BLE: They have to pay two manufacturers
to make a sinul ated horse race.

MR, MOORE: Yeah, that’'s what | was getting to.
wn't this get down to what he was tal king about before, four
races an hour. O course that’s about how many they run at a
race track, | guess. It seens |ike that.

MR, HICKEY: 1'd say at |east about three.
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MR MOCRE: Maybe, | didn't think maybe four. They
are just having sinmulated races, you know, that these horses are
just running all the tine.
MR. HI CKEY: W' re proponents of |ive horse racing.
MR MOCRE: Yeah, right. But because you're
proponents of it doesn’t keep this 24-hour channel from having

those. Because if you put your quarter in and there are about 30

an hour you nake nore noney. It would sort of be like video
poker . A video poker machine, except it would be video horse
raci ng.

MR.  HI CKEY: No, well you could only wager on the
races that they show

MR, MOORE: By what you proposed --

MR, HICKEY: It’s not quarter-by-quarter.
MR. MOORE: -- what you’re proposing?
MR,  HI CKEY: Ri ght . O what they're proposing.

We're not.

MR, MOORE: Yeah, but |I'm tal king about what they're
tal king about. What it could conme to and what it will cone to.

CHAI RVAN BI BLE: But it would start out with tw or
three races per hour and then you'd bring the signal from sone
other track and get up to six races an hour. | nmean there would
be a driver always for nore revenue, nore activity.

MR. HICKEY: | can't obviously --

CHAI RVAN BI BLE: I watched it in Nevada and they
bring in signals from Australi a.

MR. HI CKEY: They’'re not even operating yet. | just

want to make sure you understand that they haven't even started.
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MR. MOORE: Right, but this is what, if we're | ooking
at the problens in, nmaybe there’s not any problens out there in
ganbl i ng. That’s what we’'re |ooking at. And we have to
consider, | would have to consider the worst. I[f we don’t, |
don’t think we’'re doing nuch.

MR,  MCCARTHY: Well, the pattern is pretty clear
isn't it, historically, |ooking at what’s happening in the horse
racing industry. They stopped comng to the track and there was
a decline even before the nmultitude of other kinds of |[egal
ganbling that got situated in many comunities. Just a decline,
for whatever reason. Maybe they are going to professional
basket bal | ganes or they were spending their entertai nnent doll ar
I n sonme other way.

This was even before the plethora of casinos. Al
right, so then went to state legislatures and the federal
government and got the okay on sinulcasting and on off track
betting parlors and so on, all right. So now, you know, the
forward thinking mnds are saying, well, we still aren’t doing it
so now we have to go into the hone.

W have to go where the people are because we can’'t
get themto cone to the race track. It’'s logical, | guess, but
at some point the industry is going to have to nake up its mnd
-- maybe this is the call we’'ve been waiting for -- make up its
mnd as to, does it want to preserve the tradition of horse
racing and try to nmake enough noney so that the purses can be
pretty good and, you know, all the other bills to be paid can be
t aken care of.

O do we want to be in the ganbling business I|ike

casi nos and, you know, card roons and all the rest of it. Well
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It sounds like the kind of stunbling positionis, well let’s just
kind of |eave everything open. After all this is states’ rights
| ssues and --

MR, HI CKEY: Well renenber, the noney from the sl ot
machi nes and the VLT s is used by, nost laws require it for purse
noney for the horsenen and to update the track. And that noney
goes back into racing. And the higher the purses, the purses are
what drive the racing, the breedi ng business and the actual event
It supports. Wth respect to the racing channel, and trying to
get on television, the whole point of that, one of the express
pur poses of that, whether -- | see that you are sonewhat dubious
here -- is to try to bring the enjoynent of horse racing.

Expl ain horse racing, so it’s not such a conplicated
situation and handi capping and |ooking at the racing form so
that people wll take an interest in it and perhaps go back to
the track so that there will be nore betting. Now there is a
strong belief that the baby booners, one of the problens wth
horse racing is handicapping. | nean handicapping is an art. A
| ot of people make their |ivings handi cappi ng races.

It’s different than slot machines or other forns of
wagering. There’'s a belief that a |ot of the baby booners are
going to have nore tine. And they are going to hopefully say,
wel | handi capping is not so tough. Maybe | can |earn. Maybe
it’s not so bad sitting around at a race track for an hour or two
| ooking at that sheet and then trying to pick, beat the other
peopl e there.

So part of the purpose of these racing channels is to

get on television again, nuch |like the NFL or like with the trash
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boar ds. It’s not solely wagering, although wagering is
I mportant.

MR. MCCARTHY: That nakes sense.

MR. HI CKEY: Because wagering is what, is the handle
which is what is divided up between the track, the horsenmen and
t he state.

MR, MCCARTHY:  Umm hnm

CHAI RVAN BI BLE: Well, because | think the prine
econom c value of your signal is the wagering activity, not
recreation or entertainnment activity.

MR. HI CKEY: Certainly the signal.

CHAI RVAN BI BLE: O her questions?

VR, MOORE: You know sort of the American way when
sonet hi ng goes wong and the way we solve that is we appropriate
nore noney or try to raise nore noney and hire nore instructors
to teach us how to do it better. And whether that’'s norals or
what ever, | nean, we always try to cure everything with noney. |
mean, you know, you go off to school and you get a Phd and you
get you a job at the college teaching and you build you a new
house and buy you a new car and a boat and your children can go
to hell with nore teenage pregnancies and all of that kind of
stuff. But the econony is good and you' re doing it up.

CHAI RVAN BIBLE: Does that nmean Od Mss is going to
turn around that new federal building?

MR. MOORE: Right.

(Laughter.)

MR, MOORE: So one tine or sone tines we’'ve got to
take a stand. O let it go like M. MCarthy said that nmaybe we

suggest just let the states go and let the states do, not
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suggesting, and let them do what they want to do. And |’ m not
certain that being from Mssissippi |'m probably nore anti-
governnent than nost people in here. You know we advocate snal
governnment unless we can get some of the noney. And, sone of
that federal noney and we get our share.

(Laughter.)

MR, MOORE: But one of these days, as a |egacy has
i nplicated, you' re going to have to just say, are we going to
educat e people and nmake them | ove to conme and watch a horse race.

MR. H CKEY: That’'s what we’'re trying to do.

MR, MOORE: Instead of going on tv and that’s good.
And | would probably sit there and |earn about horse racing and
how to raise a horse and things. | don't think I'd bet nuch.
But if you didn't bet, if the people didn’'t bet, you can bet your
bottom dollar that program wouldn't be on too |ong. Too many
people want it just for the information.

MR,  HI CKEY: I wish you could see the program
Because it goes into an awful lot nore than --

VR, MOORE: That’s what | say, | wouldn’'t |ook at,
probabl y.

MR.  HI CKEY: You know it goes into the horse that
drinks beer. It goes into the, it's even blatant selling of sex,
whi ch everyone has been opposed to. | nean they do a short story
on one of the groons in California who is trying to be a star so,
you know, you see himin his bathing suit and that sort of stuff.
But it is mainly entertainnment or, you know, to try to get people
Interested in the horse.

VR, MOORE: Wiy would we need all that to nake you

get interested in a horse?
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MR. HI CKEY: Because people don't -- | maght risk a

little, getting your ire up here, but there are sone people who

have never been around a horse. Wwo are so far fromthe farm and

the agrarian society that people don’'t understand horses. And
they don't appreciate, you know, the will to win that the horse
has. I nmean one of the best stories |’'ve ever heard, the one

race that Secretariat |ost as a two- year old up in Saratoga.

Henny Tweedy who owned Secretariat at that tine, when
they took Secretariat back to his barn he faced the back of his
stall. He usually was out |ooking at everybody and nei ghing and
everyt hi ng. He was in the back because he was, and she says
because he was so enbarrassed and upset that he |ost that race.
Now that’s the story we're trying to get out. The idea of the
horses and the jockeys and the trainers.

MR. MCCARTHY: |’ve done the sane thing.

(Laughter.)

MR. HICKEY: |I'mgoing to go do it right now.

MR. MOORE: You told us you ve never |ost.

CHAI RVAN BI BLE: Ckay, | don't think we have any
further questions.

MR,  HI CKEY: Does this nean we don’'t have to appear
tonorrow t hen?

CHAI RVAN BI BLE: Vell, your presentation wll be
tonorrow t hen.

MR H CKEY: Oh no, I'll just be here.

(Laughter.) CHAI RVAN BI BLE: And since we
talked to you today you don’'t have to anticipate a forma
response to your letter.

MR, HI CKEY: Oh, of course not.
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1 CHAI RVAN BIBLE: W do appreciate your input though.
2 Thank you.

3



