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CHAI RPERSON JAMES: At this point intime I'd like to
open it up for questions from Comm ssioners, and also for
di al ogue anong your sel ves.

Comm ssi oner McCart hy.

COWM SSI ONER MCCARTHY: M. Meeker, since you' ve been
deferred to a couple of tines, you ve achieved -- renaining
nodest -- a certain status here. How many tracks does your
corporation owmn? You nentioned four at the --

MR MEEKER:  Four.

COW SSI ONER  MCCARTHY: -- outset, but then you
mention four different states. |Is it one track in each of those
state?

MR, MEEKER  No.

COW SSI ONER MCCARTHY:  You nentioned | owa, Del aware,
Kent ucky and | ndi ana.

MR MEEKER: No. I'msorry. | --

COWMM SSI ONER MCCARTHY: So your four tracks are in
Kent ucky and | ndi ana.

MR. MEEKER: Kentucky and I ndi ana.

COWMM SSI ONER MCCARTHY:  And the other tracks that you
refer to, was that just for our general information?

MR. MEEKER: Yes, sir. Yes, sir.

COWM SSI ONER  MCCARTHY: Al right. Are the four
tracks that you now manage, which of those four tracks does your
corporation seek perm ssion fromtheir state |egislatures, either
Kent ucky or Indiana, to allow casino-type ganbling?

MR MEEKER: Well, we don't --

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(2N2\ 2A_AA?R WASHINCTON D C 20NNKR-”7N1 WAAAL nealrarnee ram



N

o o0 b~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

July 29, 1998 N GI1.S. C. San D ego Meeting W

COW SSI ONER  MCCARTHY: Pardon ne. Sl ot machi nes
t hat enul ate casi no-type ganbling.

MR. MEEKER Ri ght. W have pursued that slot
machi ne legislation, for lack of a better term in both Indiana
and Kentucky. W' ve been supportive of both. | think depending
upon what happens -- Indiana is unigue because Indiana has a
cross-subsidi zation right now between the river boat industry and
the horse racing industry. There was a public policy

determ nation nmade when they started both industries that the

river boats would subsidize the pari-nmutuel industry or the
Thor oughbr ed i ndustry t hr ough an adm ssi on t ax Cross-
subsi di zat i on. If that goes away then | think for Thoroughbred

and standard bred racing to proceed in Indiana they would need
alternative gam ng forns.

In the State of Kentucky, clearly Ellis Park, which
is being threatened by two nmj or casino boats down in that market
and has suffered, could logically participate with VLT s and be
successful . Churchill Downs, |I'm still -- the issue's out on
t hat, because we have not -- the largest boat in the world is due
to arrive next sumrer -- excuse nme, late winter next year, first
gquarter in our market. And I'll tell you nore about that |ater
on.

VR. MCCARTHY: O the proposals that you're
supporting in either legislature, what's the wording? How nmuch
of the profit would they devote to the purses?

MR. MEEKER: W don't have a firm bill, but we've
been working with the horsenen's group. For instance, in
Kentucky we share 54 percent of our net pari-nutuel revenue wth

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(2N2\ 2A_AA?R WASHINCTON D C 20NNKR-”7N1 WAAAL nealrarnee ram



N

o 0o b~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

July 29, 1998 N GI1.S. C. San D ego Meeting y1
t he horsenen. W get less than 50 percent. And while | don't
want to negotiate in public right now, | would suggest to you
that the division of revenues woul d be sonething along the 50-50
l'ine. We have always said, and we wll continue to say, that
there has to be a clear-cut division of revenue in any
| egislation and/or <constitutional change that would protect
racing. And we al so suggest a couple of other things. That is a
mandat ory nunber of race days, and in sone instances the nunber
of races. So an operator of a "track"™ wunder one of these
statutes would have to continue operating a given nunber of days
and given nunber of races. So that what was descri bed by sone as
just nmovenent away from racing toward profitable venture, nanely
the VLT's, would not occur.

MR, MCCARTHY: So do you have the sane set of
investors in both Indiana and Kentucky; how different is the m d?

MR. MEEKER: Well, we have a 13 percent partner in
| ndi ana, but our corporation owns everything at Church. W are a
publicly traded conpany.

MR.  MCCARTHY: So if you are successful in getting
sl ot machi nes that emul ate casino ganbling onto your tracks, then
your set of investors that own your corporations would nake
approximately 50 percent of the net fromthe slot machines?

MR MEEKER:  No.

MR. MCCARTHY: How would it work?

MR. MEEKER  You would still have costs. You would
take on a gross level, you would divide it up 50-50, which is
typical in our industry right now. And right now in a norma
pari-nutuel configuration we -- the track gets about seven
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percent of the gross takeout, and the horsenmen get 7.5. Qut of
that seven percent though we have to pay for capital costs. W
have to pay for enpl oyees, et cetera.

MR. MCCARTHY: Now, you said -- |I'msorry.

MR. MEEKER So |I'm suggesting that same division of
revenues, gross revenues would be the sane. In terns of bottom
line return that would be substantially |ess.

MR. MCCARTHY: kay. You nmentioned that your
enterprise is unlike sone of the other testinmony we' ve heard
about other racetracks, that yours are pretty profitable?

MR. MEEKER: Yes, sir, they are.

MR,  MCCARTHY: So the idea of adding slots that

enul ate casino conditions, that's just another profit center for

you?

MR. MEEKER: Well, certainly it would be, but again,
" m not suggesting -- our point and the position of our conpany
has been this: One, we are a racing conpany, and that is our
busi ness. And obviously Churchill Downs since 1875 has been in

t hat business. W' re going to continue being in that business in
years to cone.
MR, MCCARTHY: Sure, sure.

MR. MEEKER  And we are today, we think, the nunber

one racing conpany in the country. W're not going to do
anything that wll adversely inpact our position in the racing
i ndustry.

MR.  MCCARTHY: What does that nean? |'m sorry, |

don't under st and.
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MR. MEEKER: Well, we're not going to turn into a
casi no conpany. I mean, and we've stated that. If you | ook at
our Board of Directors, you can understand why. | nean, we, you
know, we're owned | argely by people within the industry.

MR.  MCCARTHY: Well, how do you define what would
turn you into a casino -- your words, "a casino-type industry"?
Wuld it be 25 percent of your total profit; what would it be?

MR, MEEKER: Well, having free- standing gam ng
operations, investing in ganmng --

MR, MCCARTHY: well, w'll stay with the slot
machi nes that emnulate casino-type ganbling. Poker ganes,
roul ette.

MR. MEEKER R ght.

MR. MCCARTHY: So what would constitute transformng
the character of your investnent into sonething other than what
it has been historically, which is one of the nost notable horse
racing entities in Anerica? Wuld it be 25 percent of your
profit, or 35 percent, or --

MR MEEKER: | don't know.

MR. MCCARTHY: Well, you tal ked about this anong the
| eadership of your corporation. Share with us what, how you
t hi nk about this.

MR MEEKER: Vell, what we think about it is this:
W view the introduction of VLT s as an opportunity to reach an
entirely new denographic, a younger denographic as a growth
conmponent for the future. And right now you | ook at the racing
i ndustry, there are sone problens in terns of determ ning what
our growth conmponent is going to be into the future. One of the
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critical things we have to do is reach this new younger
denographic. Cdearly, and any study that the casino industry has
done, there is a demand sitting out there, particularly in the
sout heast, a huge demand for gam ng. And that demand resides
largely in a younger denographic. And what we propose to do is

taking the VLT, which is attractive to a younger denographic

installing it on our facilities where we need it. And again, |
will caution you. W haven't made the absolute end all, be al
deci sion at Churchill Downs. But at some of our facilities which

are being threatened by other conpetitive forces installing those
operations there with the purpose of attracting new, a younger
denographic to those facilities which in turn -- and | think
t here have been a couple of comments, and it nay be by M. Horn
who nentioned that we don't have the day to suggest when this
will come about -- nanmely to take a VLT custonmer and introduce
himor her to the best gam ng form we believe around, nanely the
horse racing business and be able to draw them over. But at the
outset, | don't want to elimnate that opportunity by some, you
know, prohibition constitutionally or |egislatively.

CHAI RPERSON JAMES: Thank you, M. Meeker.

M. Barrett, | was curious. | had to interrupt you
necessarily so that we could hear fromthe rest of our panel, but
| would like to come back and ask you to talk for just a little
bit about your views on conpul sive ganbling, particularly as it
relates to the racetrack.

MR. BARRETT: I|I'msorry | didn't stop before. That's
the New Yorker in ne. But at any rate, our California Counci
Wth Problem Ganbling has had little success in fund raising here
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in the state, and there is no legislation in regard to any kind
of funding or anything like that, which we're very concerned
about. The state lottery has not stepped forward in any fashion.
The casinos -- we've solicited 40 of them only five have given
us a response. Two out of the three casinos here in San D ego
have made pl edges, but the | argest one has not gotten back to us.

| would just like to, you know, issue a challenge to
the gamng industry in general. The lottery, casino ganbling,
the racetracks, to provide just a small, very small portion of
their profits to go towards problem ganbling. | tal ked about a
one percent solution with the President of the Council, Tom
Tucker, last night, and | said well, you know, one percent of
their profits that's probably a real |ot of noney, but may if we
just asked for one-tenth, one-tenth of one percent of what the
i ndustry profit is to go towards problem ganbling that would
really help a great deal in solving sone of the problens.

CHAlI RPERSON JAMES: Conmi ssi oner Loescher.

COWM SSI ONER  LOESCHER: Yes. Thank you, Madam
Chai r man.

I'd like to ask M. Meeker if -- you know, I'm
interested in your coments about vyouth. Yout h being people

hopefully above 18 years of age, maybe to 30 years of age.
Hopeful |y not younger. You know, |I'ma Native Anerican and in --
you know, we're interested in culture as well, and the horse
racing industry has culture and traditions. The aspect of
intellectual reasoning in gamng, | think is an interesting
approach. Difference in one industry versus the other. But |I'm
concerned about this business of interactive gam ng on conputers
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and TV sets in the hones of America, account gaming or Of-track
Betting, the same concepts. But, you know, when you | ook at the
sea of gamng, all the things cumulatively in gamng, all the
different types of gamng, |'m wondering about the issue of
gaming on the affects on youth and the culture of America as a
whol e. This conputer business takes people away from the horse
track, t he envi ronnent , t he experi ence, t he so-cal |l ed
intellectual experience. And |I'mwondering if it's just becom ng
about the noney. The way your industry is going you' re nore
interested in increasing your revenues and in getting nore
consuners involved, and it becones nore just ganbling rather than
the horse racing culture and environnent and industry. And is
there -- |I'm concerned about your position on the Kyl Bill. I'm
not quite sure where you are on that, but that is the focus at
the nonent. There may be many, nmany nore bills in Congress
before it's over about this interactive gamng on the conputers
and television. But how is your conmpany and your industry going
to contribute to setting the paraneters and the guidelines for

this interactive gamng on conputers and the television in our

honmes?

MR. MEEKER: Well, that's a pretty broad question. |
don't know where to start. First of all, the target market is
not the underage m nor narket. It is the nobile, the people --

the nobile market, the people that are spending noney for
entertai nment options.

In ternms of using comrerce, electronic comerce to
broaden our distribution system when we first |ooked at the
opportunities available in the electronic area, specifically the
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Internet or cable, DBS, anything that will allow you to get into
the honme, the question first we asked ourselves was the business
guesti on. Does that nake sense? And as you know, and I'm
speaki ng specifically for Churchill now, we have a huge capital
i mbedded capital base, in OIB operations in racetracks that over
the course of tinme we've noved our guests and custoners around.
We've noved them from outside watching the races inside of our
tracks with television watching the televisions. Then we noved
them for conveni ence sake into an OIB environnment, and now the
suggestion being we'll nove them one nore step into the hone.
And that transition into the hone causes problenms on a business
standpoi nt because that is not the place that we want the
wagering activities to take place.
So when QODS approached us, as | put in ny outline
there, is ODS approached us we inforned them we would not be a
party to this introduction of a new signal into the hone if the
sol e purpose was to take -- make the final nove, if you would, of
our guests into the hone. What we wanted to do is to reach new
people in the hone and use the entry into the honme as a marketing
tool to market what we've got on the racetrack. And that's the
entire intent from Churchill's perspective. And if you see the
programm ng that we have designed for the in-hone progranm ng,
tal k about and educate people about the horse. There is a gam ng
conponent, no question about it, because that's part of our
busi ness. But the primary interest that we have is devel oping
new custoners, younger custoners, who will ultimately find their
way onto our racetracks and enjoy the benefit of racing, and nore
inmportantly invest in our business as owners of race horses. So
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that's the way we' ve approached that from the business point of
Vi ew.

Now, the next issue was the social issue. And the
social issue is the nore problematic issue, and that s
consi stent with our baseline philosophy of making sure that we do
the right thing. The question of entering into the home brings
up the mnor issue, and it brings up the conpul sive gam ng issue.
And | think within the outline that |'ve given to you, you' ve
seen sone of the things that we have planned in conjunction with
ODS. Cooling off periods where you can't open up an account and
wager on it imrediately. You get one banking day before that can
occur. The mnor issue, the investigation, use of PIN nunbers,
and as technol ogy continues as dynamc as it is, as it continues
to go there'll be other nechanisns that the Bill Gates of the
world will figure out in terns of protecting the home from you
know, any abuses that anybody in comrerce, be that individuals
involved in gamng or other forns of comerce might play in the
hone.

CHAI RPERSON JAMES: Thank you, M. Meeker.

Conmi ssi oner W1 hel m

COWM SSI ONER - W LHELM | have a question for M.
Horn. You nmade the assertion that true advocates of horse racing
shoul d be opponents of slot machines. And as we heard this
norning -- slot machines at tracks. As we heard this norning,
there are a nunber of promnent people in the pari-nutuel
i ndustry who agree with you, and others who apparently do not.
You al so nade the observation in your testinony that collections
of slot machines by thenselves don't produce very many jobs
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conpared to either full-blown casinos or racetracks or other
forms of ganbling. | would certainly agree with that. The video
truckstops in Louisiana, those types of collections of gam ng
machines with nothing else do produce very few jobs, and they
tend to be in theory inferior jobs as well.

There are over 400 nenbers of the Hotel and
Rest aurant Enpl oyees Union from Southern California here this
norning, and they're here because they are concerned about the
i mpact of this Comm ssion's recommendations on jobs in the pari-
mutuel industry and in the card club industry. The pari - nutue
industry in California and in many other parts of the country is
heavily wunionized, and the jobs tend to be decent jobs that
provide a decent wage and benefits. The new generation and
larger card club industry in the state of California, whose
growh was referred to earlier, is increasingly unionized. And
to the extent that it is, it also tends to provide |liveable jobs
wi th decent benefits, which is why all of these fol ks are here.

You're certainly right with respect to the newer
installation of machines at racetracks such as in Delaware. Not
enough time's passed and the effort hasn't been nade to assess
what the inpact of those has been. Your chart on page 2 of your
testinmony points out that in West Virginia and in Rhode Island
there are nmuch ol der experinments. Well, they're not experinents
anynor e. They're much ol der situations where the nmachi nes have
been installed at pari-nutuel operations. In your witten
testinony on page 6 you talked about Lincoln Park in Rhode
| sl and. | remenber negotiating |labor contracts at Lincoln Park
in Rhode Island in the 1970's, and it was very shaky then. And
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your witten testinony says "simlarly at the Lincoln Park Dog
Track in Rhode Island the nmachines generated $96.9 nmillion in
gross revenues. For conparison, gross revenues from pari-mnutue
handle totalled just $13.1 mllion in 1997". That |1'm sure is
factual, but it doesn't address the question that you raise,
whi ch is whether or not using Lincoln as an exanple -- and | only
picked it out because | happen to be personally famliar with it
-- whether anybody has studied in those ol der situations. The
guestion of whether or not those slot nachines, which as | said |
agree with you, by thenselves don't produce very many useful
j obs, whether they have served to preserve jobs in the pari-
mut uel industry or not.

MR,  HORN: I don't think that there have been any
st udi es. They are situations which lend thenselves to the
general discussion of cannibalization of business. That is the
nmoney that's spent at Lincoln Park is noney that's not spent
somewhere el se. The person putting noney in the slot machine is
not putting that noney in the local retail store or restaurant.
So, you know, | think an econom st would tell you that sonmebody's
losing a job somewhere in that market because the noney is spent
at the slot machine and not at the restaurant. But, you know

how much is a difficult thing to study, and it has not been

studi ed because the state -- it hasn't been in their interest to
do so.

MR WLHELM Well, | don't want to be argunentative,
M. Horn, but | wasn't really asking you about the substitution

t heory. That's a whole other question. The theory that if

sonebody spends a dollar in gamng entertai nnent, you know, they
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woul d have spent it sonewhere else, if you apply that logic to

every form of econom c endeavor nobody would ever add anything

anywhere because it wouldn't nake any difference anyway. So |
wasn't trying to ask that question. | was trying to address the
specific assertion. I don't necessarily disagree with you in

your testinony whether or not the addition of slots to pari-
mutuel facilities tends to preserve the jobs and the other
positive attributes of those pari-mutuel facilities. And |
really was trying to find out whether in those ol der situations
anybody had really studied it. | agree with you, though, states
aren't going to study it. I wondered if either your group or
sonebody el se had.

MR. HORN: Not yet.

MR. WLHELM Thank you

MR. HORN. Thank you.

CHAI RPERSON JAMES: And on that note | am going to
have to thank our panelists and encourage you, as | have other
panelists, to please continue to stay in touch wth this
Comm ssi on as we go about our worKk.

A few notes as we go into a break right now. | want
to say to Commissioners that we've been told by the hotel that
they will charge us a half-day rate if we don't check out of our
roons by 12:00. So you may want to use the break to do just
that. And | would say to our audience thank you for being here
this nmorning and | encourage you to conme back, but ask as you
| eave the room during the break if you have any personal
bel ongings to please take themwith you, and we'll see you back
here at 11:15.
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