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CHAI RPERSON JAMES: M. Meeker.
MR. MEEKER Thank you, Madam Chair and nenbers of

t he Conm ssi on.

My nane's Tom Meeker. I"m President and the CEO of
Churchill Downs. And today what 1'd like to do is just go
through and give you a little flavor of what Churchill Downs is
all about. Also give you a sense of where we've been and where

we're going to go, and then address sone of the critical public
policy issues that you are going to have to deal with; nanely the
question of alternative gamng forns on racetracks, as well as

the i ssue of account wagering, in-honme wagering. And | guess |I'm

supposed to answer a |lot of other questions. The first panel
kept deferring to ne. But whatever that m ght be, we'll see.
But first of all, let nme just echo what everyone el se

has said about the presentation from your staff concerning our
i ndustry. | disagree on one point, and one point only, and that
is | don't viewit as a gloomand doom | didn't know!|l was in a
business that's really dying. We at Churchill Downs are doing
exceptionally well. W run four racetracks in Indiana and
Kent ucky. W have over ten off-track or satellite wagering
facilities. W have a nunber of other businesses associated with
our conpany, and we are doi ng exceptionally well. W are pleased
to be part of those communities which we serve, and we serve both
| arge and smal |l conmmuniti es.

In the community of Louisville, Kentucky we represent
the signature for that conmunity. The Churchill Downs and its
primary asset, nanely the Kentucky Derby is the signature |ogo
for Kentucky and in many respects it is the signature for
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Kentucky. And in that respect we hold a unique position in our
community, and one that tests our corporate responsibilities on a
day-to-day basis, and those tests that we have undertaken or have
been given over the course of several years guide our business
not only there in Louisville but in the other parts of the states
where we do busi ness.

The history where racing has conme from provides not
only as assessnent of its current conpetitive dilemma that it
faces, but | also think internally, and all too often those of us
who are in racing fail to pick up the mrror and I|ook at
ourselves, and we have done sone things that are bad. And
largely it's because of the environnent that we've been in over
the | ast nunber of decades. Cearly, up until the early '70's we
held a nonopolistic position in our comunities wth respect to
gam ng. Mar keting was sinply giving the keys to the front gate
to the usher, opening the gates, and the people cane. Pretty
soon the states determ ned, because of budgetary pressures, that
t hey needed to find other sources of revenues and they instituted
|otteries. So now you had this unique paradi gm where you have
the regulator being your conpetitor, and that alone caused
probl enms but that day was the first instance where racing had to
start conpeting. And we took several years, and this was through
the '70's and again through the '80's where we were ill equipped
to figure out howto effectively market our sport.

And then as we nmoved into the '80's with the Native
American gam ng and also other casino-type gamng proliferating
through the country, we felt the second wave of conpetitive
pressure that put us in a position where we had to start |earning
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how to market and narket effectively our products. And with that
you saw the rapid increase in our distribution systemthrough the
mechani sm of simul casting, primarily interstate simulcasting, and
its adjunct, nanely the comm ngling of pools. And that has been
the maintain of our success over these |ast several years, and
has been the primary growh conponent of our business over
several years. Not only at Churchill Downs, but throughout the
i ndustry.

And then as we nmoved into the 1990's, the late
1990’ s, because  of this sinmulcasting and the grow ng
i nt erdependence of the industry, it becanme apparent that the
industry for the first time had to think about the concept of
wor ki ng together, and over the last five years we have been able
to do that. And it manifests itself fairly clearly here recently
about a year ago when we forned the NTRA, which is primarily an
organi zati on today vented towards | earning and teaching all of us
in the industry how to nore effectively market our products, and
to provide a nechanism for many things; group purchasing,
mar keting, et cetera. And it will be sonething significant as we
nove down the road, and be very helpful to the industry.

Now, let's talk in the remaining portion about the
two, what | think are the public policy issues that really you
are going to be grappling with as you proceed down the road of
addressing the issues in the pari-nmutuel industry, and the first
i s account wagering.

Now, account wagering is a manifestation of an
opportunity provided by technol ogy, and technology is not static,
as we all know It's been the catalyst for change in virtually
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every aspect of American business, and it has not l|eft racing
unt ouched. W need to enbrace technol ogy and the opportunities
available to that to not only increase the distribution system
but nore inportant, as described by one of the panelists
previously, those three decades where we failed to touch the
younger people and create new fans in our sport. W need to
figure out a way to use technology to reach a nuch younger
denographic, the denbgraphic that we're going to be calling our
guests or custoners of the future. In doing so, it brings up a
myriad of issues, and in our business at Churchill Downs we view
virtually all of decisions in three rounds. First in the noral
round which is an issue we really don't spend nuch tinme wth.
The Legislature and the public have nade that decision when they
approve various forns of gamng. But there are the issue of the
social realm and the business realm We can answer all of the
busi ness questions through the nyriad of different people who
push the nunbers, et cetera, but | think the issue that you're
nost concerned about are the social issues.

And in the area of account wagering, there are a
nunber of social issues. |In the presentation that |I've presented
to you, you can see some of the things that we have done in
conjunction with ODS, which is our partner in a project which
will ultimately use cable and DBS technology to get into the
home, and you will see how we're going to approach sone of the
social issues with respect to the issue of problem gam ng, m nor
gamng -- not mnor gamng -- underage gam ng, as we nove into
t he hone.
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Finally, in the remaining nonents -- I'mgoing to try
to catch ny breath. In the final nonments | want to tal k about
al ternative gam ng. You've heard from the panelists. | hope

this is not a denocratic process where you just count up those
yeas and nays on the panel to determ ne the public policy issue.
But let nme discuss this: There is nuch discussion in our
i ndustry about the introduction of alternative gamng forns,
nanmely the VLT's, slot nmachines, on the racetracks. Qur conpany
has taken a position, we took it five years ago, that we support
the introduction of alternative gamng forns at |ocations where
it is appropriate. And | questioned, and our Board of Directors
has questioned, whether or not at Churchill Downs, a historic
| andmark on the national registry, we should introduce
alternative gamng forns. But at a place like Prairie Meadows,
at a place like in Delaware where racing was in distress, and
where racing was about to die, it nade sense. And why does it
make sense? It nakes sense fromthe standpoint of the state and
the local jurisdiction to preserve the culture that is enbraced
inracing. The fact that it's a sport, it's a critical conponent
in the agri-business, and it's involved in the gam ng operation,
and it provides noney for the state. It's critical to keep that
busi ness goi ng. But it's just as inportant for those of us who
are outside of that particular state where alternative gam ng
forns are introduced to have that racetrack continue to exist in
the long-term because that racetrack provides the gateway into
that state for the distribution of our products in the sinulcast
mar ket .
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And when | talked about he interdependence which
provided the bedrock for the introduction of our new
organi zati on, the NTRA, that interdependence that's brought about
t hrough sinulcast, and the fact that we need the track in lowa to
remain in place, the fact that we need the track in Delaware to
remain in place so that we can provide a conponent in our
distribution system is very, very, very inportant. So to the
extent that that track in |lowa needs alternative gam ng, we would
support it. Whet her or not we would put it in Churchill Downs
tomorrow, | can't say for sure, but | certainly wouldn't want to
forecl ose that.

"Il be delighted to answer any questions and enter
any colloquy that we want to as tine goes on. Thank you.

CHAI RPERSON JAMES: Thank you,

M. Meeker.
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