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| ocal government. We are now fighting for our
survi val

Thank you.

CHAI RVAN JAMES: Thank you.

Any questions for M. Faldetta?

W will continue, I'msure, to discuss and
debate many of these econom c issues, but for this
Conmi ssioner there is no debate that your veal is
second to none.

MR, FALDETTA: Thank you.

CHAI RVAN JAMES: Thank you.

Qur next speaker is M. Robert Ml cahy.

MR, MULCAHY: Thank you.

First, on behalf of the mllions of racing
patrons of the New Jersey Sports and Exposition
Aut hority Race Tracks at the Meadowl ands and Monnout h
Park and on behalf of the racing industry I w sh to
publicly thank you for showi ng a special |evel of
concern and comrtment to gaming in America

Wearing ny racing industry hat for the tine
bei ng, | hope, Madam Chairperson, that the Conm ssion

has seriously considered a day of hearings focused
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on the horse racing industry.

Secondl y, as President and CEO of the New
Jersey Sports and Exposition Authority, which not only
built this building but has the oversi ght
responsibility for this new convention center, and
convention and tourismagencies in Atlantic Cty,
t hank the Chair and Conm ssion nmenbers for bringing
this hearing to Atlantic City.

Thanks to gam ng and the convention
i ndustry, that gaming junp start in Atlantic Cty has
become America's |eading tourist destination

In ny position at the Sports and Exposition
Authority, | manage the facilities that are home to
five major | eague professional franchises in football,
basket bal |, hockey and soccer. |In addition, college
sports, famly shows, concerts and trade shows fill
out the giant stadiumand Continental Airlines Arena
cal endars.

But, first and forenost, we operate the
busi nesses that made it possible for New Jersey to
beconme a big | eague sports and entertai nment capital

the race tracks at the Meadow ands and Monnout h Par k.
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Ladi es and gentl emen of the Conmm ssion, your charge is
to study the inpact of ganbling on the nation. Let ne
take a nmonent to relate to you the inpact of horse
raci ng on the economcs, the environnent and the ego
of the state of new Jersey.

Racing i s the engi ne which fuels the
billion dollar sports and entertai nment industry
created by the Sports and Exposition Authority. In
essence, racing hel ped make possible the extraordi nary
events which we have brought to New Jersey, including
the NCA Final Four, the Soccer World Cup, and even the
Pope's visit. In short, horse racing at the
Meadow ands provi ded the revenue to construct the
world class facilities of G ant Stadium and the
Continental Airlines Arena.

The enormous positive econom ¢ and
envi ronnental inpact of racing on New Jersey is clear
An i ndependent study by the respected Deloitte &
Touche firm marks the econom c inpact of the Sports
Aut hority venues at over $1.6 billion annually,
supporting tens of thousands of jobs and providing

over $60 mllion annually to state and | oca
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gover nnent .

The establishnent of the Meadow ands race
track in 1976 nade it possible for New Jersey to
beconme home to the National Football League, the
Nat i onal Basketbal |l Association, National Hockey
League, and the NCA Basketball Tournament. Famly
events, such as Ringling Brothers, Barnum & Bail ey
Circus, Disney on Ice and world class concerts cane to
New Jer sey.

Environnental ly, in a popul ous northeastern
state of relatively few square mles, racing provides
the support for tens of thousands of acres of precious
open green space devoted to the vital horse breeding
industry. W are the third | eading breeding state for
standardbreds in this country.

Froma cul tural, econom c and environmenta
per spective, econonic benefit, the benefits directly
and indirectly supported by horse racing are worth
preserving and nurturing for the generations ahead.
National ly, the equine industry generates $112 billion
of econom c inpact and supports 1.4 mllion jobs.

Those nunbers are inpressive to econom sts and
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statisticians, and particularly inpressive to those
peopl e hol ding those jobs in the states where they pay
t axes.

But, there is something far deeper
i nvolved. Allow nme a few nonents on the horse racing
i ndustry. As the past President of Harness Tracks of
America, current Present of Thoroughbred Raci ng
Conmmuni cati ons, and a past Director of Thoroughbred
Raci ng Associ ation, and a former m nor horse owner
nmysel f, let ne say that racing holds a very special
pl ace in Anerican ganbling, but, nore inportantly, in
the American psyche. Horse racing is a historic and
bel oved past-tine in the Anerican culture. There is
no parallel in other gam ng, nor really any conparable
nmonent in American sport to the high drama and beauty
of either the Kentucky Derby or the Hanbl et oni an
These great days are woven into the fabric of American
life.

Havi ng given you a nonent of poetry on
racing, I will turn to practical reality. Wy, when
given this historic and bel oved place in Anmerican

culture, is horse racing seenmingly |locked in the
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survival of the fittest struggle in so many states?
The truth is that not all ganbling is created equal
Hor se raci ng handi capping, by its nature, is a skill-
based enterprise. Ganmes with seemingly nore sizzle
lured many patrons in the 1990s. Wth all due respect
to the outstandi ng Chairnman of the Casino Control
Conmi ssion, Brad Smith, who will follow ne, horse
racing in New Jersey and around the country is anong
the nost regulated industries in the country.

And, finally, I amvery m ndful of what I
am sayi ng here. States have found the direct revenue
of other forns of ganbling, such as casino ganbling
and the lottery, to be irresistible. States unleveled
the playing field.

VWhen | becane President of the Sports
Aut hority, and, thus, the head of the first, and then
two major race tracks in New Jersey, ganbling in New
Jersey and nost other places took three fornms. You
could do one of the three Bs, bet at the track, Bingo
at the church, or bookie at the barber shop. Now you
can legally -- | can renmenber ny father calling Chanp

at the gas station -- now you can |legally wager on
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many street corners in Anmerica

The growth of the lotteries in Anerica has
been truly astoni shing and has provided much good in
terns of state revenue. But, racing has suffered from
a |l ost generation. Speak to anyone over 40 and their
first legal gam ng experience was likely to be their
uncle taking themto the track. Now, it is likely to
be the Pick Four on the corner.

Horse raci ng needs, of course, to get its
own marketing house in order, but | suggest to this
federal panel the same basic four-word guideline
suggested in testinony to the recently conpl eted
Raci ng I ndustry Study Comm ssion in New Jersey and
panel ed by CGovernor Witman, |evel the playing field.

The New Jersey Raci ng Conmi ssi on, which
issued its final recommendations |ast week, was
bi parti san and included representatives of the casino
and racing industries, the conpul sive ganbling
community and regul ar citizens. They voted 17:1 to
recomend a series of refornms to the governor and the
| egi sl ature.

In ny 30 years in fairly high |evels of
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public policy in the state, it was one of the nost
out st andi ng jobs of consensus building on policy for
an inportant state industry that 1've seen.

Unfortunately, this sound exanple of state
conmi ssi on policynaking to pronote and nurture racing
and fund comnpul sive ganbling services is under ful
frontal assault in the halls of Congress. The state
conmi ssion determnes a course of action to protect
and pronote a billion dollar equine industry, and tens
of thousands of precious farm ng acres, but its work
may be rendered nmoot. How can that be? It is called
the Kyl bill. 1 do not know Senator Kyl, but in the
nane of Internet wagering regul ati on he has produced
a bill that crimnalizes state racing policy across
the country. It will make illegal that which is
currently legal in eight states, and which this New
Jersey Conmission called for, and | speak of account
wagering and interstate sinulcasting.

First and forenost, Congress need not over-
regul ate an industry, horse racing, that's already
anply regul ated. Secondly, the anti-conpetitive

el ements of the Kyl bill take an industry that needs

216



10

11

12

13

14

15

16

17

18

19

20

21

22

a regulatory antidote and gives it a |lethal dose of
prohi bi ti on poi son.

On behalf of all of racing, | hope Congress
does not nake the fatal error of |egislating racing
out of the technol ogical age. To crimnalize
accounting wagering or interstate sinulcasting at the
federal level overturns the Interstate Horse Racing
Act of 1978, which reaffirnms the state's
responsibility to regulate racing within their
bor ders.

Some may ask, does not the new technol ogy
in ganbling conme at sonme social cost? Should we not
beware? The answer is, of course, we should beware.
Earlier this norning, you heard froma friend and
advocate, and to nany a God send, Arnie Wexler. For
two decades we have hel ped fund conpul sive ganbling
services in New Jersey. W support Ed Looney and the
state council to this day.

Qur race tracks, southern New Jersey
tracks, recognize that for a small percentage of
pl ayers there is a risk of conmpul sive ganbling. It is

good public policy, good politics and good busi ness
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for us to recogni ze that fact.

| strongly supported the New Jersey Raci ng
I ndustry Study Comm ssion recomrendi ng a dedi cat ed
fundi ng source for the services in this state, and
annual | y budget contributions to the State Council on
Conmpul sive Ganbling. But, that council is not
prohi bitionist, nor should Congress be. Wre it not
for the innovation of intrastate and interstate
simul casting in the 1980s, both racing and New Jersey
sports and entertai nment industries, which it
supports, would have been crippled. But, the New
Jersey voters approved simulcasting and we ask for the
same opportunity to have the playing field leveled in
1998, without federal interference.

The Meadow ands | ed the new wave of
simul casting starting in the 1980s. Qur racing
managenent, |ed by Hal Handel, the President of
Thor oughbred Raci ng Associ ati on, has acconpli shed nmuch
agai nst extraordi nary conpetitive odds.

But, in a decade of the 1990s New Jersey
has fallen behind the conpetitive curve, due to

aggressive legislation or regulatory reformin our
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nei ghbor states of Del aware, New York and
Pennsyl vani a. Reason dictates that New Jersey
resi dents who can wager by account in neighboring
states should have the barriers to doing so in New
Jersey renoved. These conditions can be sinply and
cl eanly addressed by our own New Jersey |egislature
and woul d positively inpact the econom cs of the
entire equine industry. Yet, no discussion of racing
can occur in a gam ng vacuum

For years, sports authority managenent has
recogni zed the need for an overall state strategy on
ganbling. Additionally, comobn sense tells us that
the gam ng introductions in Del aware, Connecticut and
Upstate New York in recent years will not be the |ast.
Evi dence in state budget conditions clearly point to
gam ng grow h continuing in the northeast. This
federal comm ssion is undoubtedly nore aware than | of
expandi ng gam ng pl ans el sewhere in this country.

From ny point of view, | |look at the
conpetitive chall enge of expandi ng ganbling as a cal
to those of us in the industry to put the best

interests of our state first. W, in the industry,
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can better cooperate with each other in joint markets
so that we do not unduly canni balize each ot her and
provi de the nost economic return for our citizens.

Si x years ago, as the keynote speaker at
the Convention of the American Horse Council, |
advocated a new cooperative approach to the marketing
of racing, including outreach to our gam ng
conpetitors. At the Harness Tracks of Anerica
Convention three years ago, | reiterated the need to
soften sone of the intranural warfare anong state-
sponsored funds of ganbling.

To be prepared for the marketplace in the
next few years requires us to put aside the
unnecessary bl ane gane of who is ruining racing or the
count erproductive internecine warfare in the casino
i ndustry. 1In 1996, 2,500 slot machi nes canme to
Mohegan Sun in Connecticut, follow ng 3,700 at Fox
Whods, which is soon to expand. Del aware Park, which
is a race track, and Dover Downs, also a race track
added themin 1995. The Massachusetts, Maryl and,
Rhode |sland and New York lotteries have added Keno.

Let us fully recognize the sinple facts
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before us. Legalized ganbling has seriously inpacted
raci ng nati onwi de, but no where greater than the
northeast. Independent study shows that the rea
revenue fromracing has declined 27 percent since
1982, and that the gross inpact of the casinos and
lottery on racing conbined are a negative 57 percent
in New Jersey.

Al we have sought in New Jersey, and al
we ask in Washington, is a fair chance to conpete. New
Jersey is addressing this fairness issue, Washi ngton
shoul d t oo.

VWhat does level the playing field on the
federal level nean? (1) Allow the states to regulate
gam ng and racing rejecting the Kyl bill with its
current anendnments; (2) Focus on the extraordi nary
grow h of off-shore gam ng where Anerican residents
are recruited over the Internet to wager on sports;
and (3) Find a fair bal ance between the needs of the
exi sting industry and the grow h of Indian gam ng

The answer to the challenge before us is to
start leveling the field to make positive action

possible. In practical termnms, racing needs to forge
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an alliance, not foster ill-conceived conpetition
anong the three major ganming interests, the race
track, lottery and casi nos.

From 1893 to 1946, New Jersey did lose its
racing i ndustry. W need not revisit the | oss of
farns, jobs, green acres and revenue such a | oss woul d
bring in the '90s. Twenty five years ago peopl e of
vision saw the virtually wasted space of the
Meadow ands region as an opportunity waiting to be
transformed. That opportunity becane the reality of
t he Meadowl ands Sports Conpl ex, which has brought so
much good entertai nment, econom c inpact and ego to
New Jersey. That vision was finally brought to
fruition by the establishment of the Meadow ands Race
Track. New Jersey has been a better, richer, prouder
pl ace since.

Over 20 years ago, |, nyself, sat in the
State House as Chief of Staff to then Governor Brendan
Byrne, who advocated the referendumthat Steve Perskie
spoke about and signed the bill establishing casino
gamng in Atlantic Gty. | know why that happened.

| was there. | knowthe Atlantic City of 1976, and
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know the Atlantic City of 1998. The glass is
beginning to fill in Atlantic Gty. There is much to
do, but in our role with the Atlantic County
| mprovenment Authority to build this great new
convention center a piece of that work got done.

In working with Mark Juliano and Marshal |
Murdaw, of the Atlantic City Convention and Visitors
Bureau, to bring visitors and neeting businesses to
this region, we see the trenendous econom c benefit of
over 200 conventions booki ng hundreds of thousands of
room ni ghts and bringi ng hundreds and mllions of
dollars to Atlantic City. This thriving convention
busi ness, driven by casino gam ng, creates jobs and
opportunity for area residents. That is another piece
of the prom se of Atlantic Gty getting done.

In working with the Casi no Redevel opnent
Authority to plan the renovation of the G and
Boar dwal k Convention Center, we see another piece of
the new Atlantic City taking shape, as famly
entertai nnent, sports and special events are brought
to the people of the city, and in the strong area of

governnment al | eadership of Mayor Wel an and Senat or
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CGorm ey, and Council President Nance, we see a vital
pi ece of the new Atlantic City reflected in a | evel of
vitality, energy and hope that is unmatched in the
northeastern United States. Gami ng has brought this
about .

The casino industry laid the solid
foundati on for an extraordi nary resurgence in the
touri smand convention business of Atlantic GCty. It
has done nothing short of diversifying the entire
south Jersey econony. Atlantic City's 37 mllion
visitors account for one third of all the tourism
revenue in the entire state. | believe that tourism
is New Jersey's second | eading industry.

In short, there has, indeed, been a
transformation to the positive in Atlantic Cty, and
we are all energized by the challenge that gam ng has
started to bring econonic opportunity to every
nei ghbor hood of the city. The toughest critics, the
tour operators, the neeting planners and the

convention industry planners who can sel ect anywhere

inthe US. to bring their business, are independently

answering the question of whether the prom se of
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Atlantic City is beginning to be fulfilled. This is
a new Atlantic City that has taken shape in the past
five years, and that momentumw || be carried forward
by the infrastructure, housing, special events and
private devel opnent that | amsure you will be hearing
about in these two days.

The econonic i npact of ganbling on New
Jersey, fromthe North Jersey Meadowl ands to the
Atlantic City Boardwal k, the state for a generation
that was the butt of jokes during Johnny Carson's
ni ghtly nmonol ogue got a multi-mllion dollar boost of
econom ¢ devel opnent, entertai nment and plain ego. W
are a far different, and a far better state in 1998
than in 1978, notw thstandi ng the extraordi nary public
policy gifts of Dick Leone, our former State Treasurer
and Advisor, in those fornmer tines, who was al so
initially involved in the formation of the Sports
Aut hority.

| appreciate the Conmission's invitation to
address you this norning, and | thank you for allow ng
nmy di version on the potentially devastating inpact on

racing of the Kyl bill.
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Thank you.

CHAl RVAN JAMES: Thank you, M. Ml cahy.

Qur next speaker is Chairnman Bradford
Smith, and I do want to thank you for your
graciousness in being willing to switch, but I
understand that's not necessary. W also owe you a
speci al thank you for your assistance and your
gui dance as we were putting together our site visit
and the assistance that you gave to the Conm ssion
staff. W are truly grateful for that. Al so, for
setting up our forthcom ng Taj Mahal back of the house
tour, thank you for that as well.

CHAl RVAN SM TH.  Madam Chai rwonan, it's our
pl easure --

CHAI RVAN JAMES: |I'mgoing to ask you to
pull that m ke right up close.

CHAIRVAN SMTH.  -- I'msorry -- it's our
pl easure to have been of assistance to this
Conmi ssi on, and we hope that we are devel oping a
rel ati onshi p where we can continue to be of assistance
to this Commssion. It's a pleasure for nme and an

honor for ne to be here today with you.
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