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PRETFACE

The Legislative Research Commission, authorized by Article
6B of Chapter 120 of the General Statutes, is a general purpose
study group. The Commission is co-chaired by the Speaker of the
House and the President Pro Tempore of the Senate and has five
additional members appointed from each house of the General
Assembly. Among the Commission's duties is that of making or
causing to be made, upon the direction of the General Assemblvy,
"such studies of and investigations into governmental agencies
and institutions and matters of public policy as will aid the
General Assembly in performing its duties in the most efficient
and effective manner" (G.S. 120-30,17(1)).

At the direction of the 1977 General Assembly, the
Legislative Research Commission has undertaken studies of
numerous subjects, These studies were grouped into bhroad
categories and each member of the Commission was given
responsibility for one category of studies, The Co-Chairmen of
the Legislative Research Commission, under the authority of
General Statutes 120-30,10(b) and (c), appointed committees
consisting of members of the General Assembly and of the public
to conduct the studies. Co-Chairmen, one from each house of the
General Assembly, were designated for cach committee,

The study of Horse Racing was directed by House Joint
Resolution 1274 (ratified Resolution 89) of the 1977 General
Assembly, First Session 1977, The charge to the Commission

contained in Section 1 of the Resolution is broad and encompasses



all aspects of the establishment of horse racing and pari-mutuel
betting in North Carolina., A copy of House Joint Resolution 1274
and membership lists of the Legislative Research Commission and

the Committee on Horse Racing may be found in Appendix I,
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COMMITTEE PROCELDINGS

Pursuant to House Joint Resolution 1274 of the 1977 General
Assembly, First Session 1977, the Legislative Research Commission
Committee on Horse Racing (hereinafter referred to as "the
Committee") was appointed. Senator Joe Palmer and Representative
Allen Ward were named Co-Chairmen and Senator Luther Britt was
named as Legislative Research Commission member with
responsibility for this study. (Following the untimely death of
Senator Britt, Senator Russell Walker was given responsibility
for this study.)

The first meeting of the Committee was held on December 1,
1977 (all meetings were held in the Legislative Building in
Raleigh). Organizational matters were dealt with and some
background materials were distributed by the staff, including a

table excerpted from State Government News showing legalized

gambling in the various states, a map showing states with pari-
mutuel wagering, and an excerpt from the Report of the Commission
on the Review ¢f the National Policy Toward Gambling (1976) which
explains the pari-mutuel system of gambling and shows the
revenues derived from pari-mutuel gambling in states where it has
been legalized (these materials are contained in Appendix ITI),
Mr, Glenn Petty of the Livestock Section of the Department
of Agriculture offered to assist the Committee in their efforts
to assess the feasibility and desirability of legalizing pari-
mutuel gambling on horse racing in North Carclina, Mr, Petty
also discussed pari-mutuel legislation in the various other

states. Following his comments, the Commission decided to



consider an appropriately modified Indiana statute., The staff
was directed to request an opinion of the Attorney General as to
whether or not the 1Indiana statute would be constitutional in
North Carolina.

The Committee's second meeting was held on January 19, 1978,
At the Committee's direction, a number of persons with Kknowledge
about various aspects of the horse industry had been invited to
address the Committee. The first speaker was Dr. Arthur McBay,
Chief Toxicologist in the Office of the Chief Medical Examiner of
North Carolina,

Dr. McBay discussed procedures for testing horses for
proscribed drugs. At one time, he had operated a laboratory used
for such purposes 1in Massachusetts, Regulation of the use of
drugs is one facet of the rigorous security measures encompassing
all aspects of legalized wagering on horse racing,

The next speaker was Mr, Robert Bittle, General Manager of
Afton Farms in Elizabeth City, North Carolina, Mr, Bittle noted
the revenues being derived from horse racing in several states
and pointed out that many of the horses racing in these other
states come from North Carolina where extensive breeding and
training activities exist. He stressed the ideal <climate and
geographical location North Carolina has for horse racing,

Dr, Rex Eatmon, Chairman of the Racing Committee of the
North Carolina Horse Council, was next to address the Committee,
His organization represents the thoroughbred horse breeders in
North Carolina. He emphasized the entertainment value of horse

racing aside from wagering, and noted that participation in
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racing frequently becomes an avocation for the whole family.

The next speaker was Mr, Dick Hamilton, northeastern
representative of the U, S. Trotting Association,. His
organization is responsible for registration of all standard bred
horses in the United States and Canada., Much of Mr, Hamilton's
remarks were devoted to off-track betting (OTB), which he feels
is extremely undesirable, While OTB might increase the size of
pari-mutuel pools and thus generate some direct additional
revenues for the State, it works against all the other beneficial
aspects of horse racing. It promotes the wagering facet, but
discourages actual attendance, decreasing the appeal as a
spectator sport, and does nothing to encourage actual
participation in racing as an activity for the family.

The 1last speaker was Mr, Sam Roberts, a member of the North
Carolina Harness lorsemen's Association, M™Mr, Roberts commented
briefly on the presentations which had been made by the previous
speakers and outlined the important role played by North
Carolinians in the development of horse racing in the United
States. He noted that it is ironical that most of the benefits
of horse racing are now being missed by North Carolina,

Following these presentations, the Committee received the
staff report. An opinion of the Attorney General indicating that
the 1Indiana racing statute would be constitutional in North
Carolina was distributed as well as a memorandum on the
constitutionality of local option legislation, Also distributed
was a proposal by a consulting firm to conduct a feasibility

study of horse racing in North Carolina (copies of these



materials are contained in Appendix III),

The third meeting was held on March 31, 1978, A number of
persons had been invited to make presentations to the Committee.
Dr. Robert F, Behlow, Extension Veterinarian at North Carolina
State University, discussed the growth potential which exists in
horse-related industry in North Carolina, He believes that the
revenue to be taken directly from pari-mutuel wagering is merely
the tip of the iceburg,.

Mr, Herb Turner, a breeder of guarter horses from Winston-
Salem, addressed the attractiveness of a career dealing with
horses to many vyoung people 1living in North Carolina, The
current state of the horse industry is not extensive enough to
provide jobs to all the young people interested in obtaining
them, This point was stressed by two other speakers at this
meeting: Mr., Jerry Eatmon, representing a group of UMC students
who support pari-mutuel legislation, and Dr, Tom Leonard,
Extension Horse Specialist at North Carolina State University,
Mr, Eatmon also noted the possible benefits for veterinary
science which often receives some of the revenues derived from
horse racing,

Addressing this matter specifically was Dr, Clay Hodgins, a
veterinarian with the Veterinary Science Department of North
Carolina State University., Dr. Hodgins urged that if pari-mutuel
legislation were passed, to include provisions requiring a
significant portion of the revenue derived therefrom to be
devoted to veterinary education and research in North Carolina,

He noted that very 1little veterinary rescecarch about horses is



conducted in this country despite the multi-billion doll:r
investment that horses represent,

Mr, Ken Hastings of the U. S, Trotting Association discussed
his organization's role as the registration focal point for all
harness race horses, He cited numerous statistics indicating the
popularity of horse racing nationally,

Mr, S5tan Hathaway was present to make himself available for
gquestions from the Committee. He also discussed current racing
activities in North Carolina,

Following the speakers, the staff presented a first draft of
legislation to legalize pari-mutuel wagering on horse racing, At
the Committee's direction, the legislation had been adapted from
the statute which had been passed in Indiana, (A copy of this
draft legislation is contained in Appendix IV),

The Committee decided to delay its final meeting until the
fall., By that time it was hoped that the staff would be able to
develop meaningful fiscal data and the Committee would be able to
assess the reaction in Virginia and South Carolina to proposed
pari-mutuel gambling.

The final Committee meeting was held on December 18, 1973,
At this meeting the Committee received fiscal data compiled by
the staff and approved the contents of this report. (A copy of

the economic impact evaluation is contained in appendix V.)



FINDINGS
The Legislative Research Commission Committee on Horse
Racing, after a complete review of the data it has gathered,

makes the following findings:

1. Horse raéing with legalized pari-mutuel wagering offers

a potential source of revenue for North Carolina,

From the very outset of the study, the Committee sought to
determine whether or not the legalization of pari-mutuel wagering
on horse racing would produce a significant amount of revenue for
the State of North Carolina, The Committee has concluded that
significant revenues would be generated, The economic impact
assessment prepared by the Fiscal Research Division (contained in
Appendix V) describes the types of revenue generation which would
be created through 1legalization of pari-mutuel wagering and
estimates the amount of money to be derived from one possible
configuration of racetracks,

It has become apparent that the economic impact on
industries related to horse racing, rather than the direct State
share of pari-mutuel pools, offers the major revenue potential
for the State, Because it is impossible to predict exactly how
the private sector would choose to invest 1in horse racing
facilities, no economic forecast can be made with precision,

Estimates are rendered even less precise bv the uncertain state

=

of the economy. It is impossible to tell how a continuing high

rate of inflation will affect decisions to invest in facilities
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such as racetracks or the attitude of the public towards
gambling.

With all these factors acting to complicate the forecasting
of revenues, the Committee has heard no testimony and received no
data which would indicate that legalized pari-mutuel wagering
would have any negative economic impacts. Under the type of
legislation envisioned by the Committee (see Appendix III) the
State would have very little financial investment in horse
racing, Some administrative expense would be incurred in the
establishment of the Racing Commission, but the most minor racing
activity would offset these administrative costs, As the State
will not be engaged in the financing of facilities, 1little
economic risk is entailed for the State. The Committee finds
therefore, that although the economic impact of legalized
wagering on horse racing is difficult to quantify, that impact
would certainly be positive, It should also be noted that in
addressing economic matters the Committee has at all times
adopted a conservative point of view and was reluctant to assume
that the maximum possible benefits would actually be realized.
Much of the testimony received by the Committee, however,
indicates that the eventual economic advantages are almost

limitless,

2. Horse racing offers meaningful entertainment, vocational

and recreational value in addition to its revenue potential,

The Committee found the revenue potential of horse racing to
be the most positive benefit available to the State. From the

presentations of several speakers it also became clear that there



are other, less tangible benefits for North Carolina citizens to
be derived from legalized wagering on horse racing, The
Committee was surprised to learn that horse racing is the number
one spectator sport in the United States, While the largest
number of racetrack attendees are certainly more interested in
wagering than in watching the race, the huge attendance figures
indicate interest in the sport itself is also widespread,

In addition to the purely recreational aspects of horse
racing, many young people in North Carolina are interested in
careers dealing with horses, Participation in L-=H Club horse
programs is very high, with many of the vyoung people involved
desiring to pursue careers in the field, The horse industry in
North Carolina is currently insufficient to provide jobs for all
those who are interested, The expansion of the whole horse
industry which would necessarily result from 1legalized racing

would provide many more jobs in horse related fields,

3. The danger of increased criminal activity as a result of

legalized pari-mutuel wagering is remote,

The Committee was concerned that the legalization of pari-
mutuel gambling would generate c¢riminal activities in ©North
Carolina. Significant amounts of research were conducted, and
much testimony received on this point, The Cormittee has found
that the extreme security and screening measures which have been
adopted in other states with legalized gambling on horse racing
have been very successful in guarding against illegal activities,
As with any other enterprise, people exist who will ¢try to

circumvent the law, The racing industry is so closely regulated



in other states, as it would certainly have to be 1in UlNorth
Carolina, that the opportunities for criminal conduct are
negligible, None of the studies reviewed discovered anv
meaningful correlation between 1legalized gambling and criminal
activity.

In one sense, the Committee has found that legalized pari-
mutuel wagering on horse racing can act to reduce illegal conduct
which already exists. By providing a legal channel for persons
who enjoy gambling, illegal gambling activities may be reduced
somewhat, While it is not maintained that legalized horse racing
with pari-mutuel gambling will dramatically curtail illegal

gambling activity, it will at least provide a legal alternative,

4, North Carolina's climate and geographical location are

ideal for horse racing.

Along the east coast, horse racing with pari-mutuel betting
is confined to Florida and the states north of Virginia (see map
in Appendix II). During the warm months, the northern states
engage in racing activities, In the winter, Florida conducts
most of its racing. North Carolina would be an ideal
intermediate stop for the racing industry as a whole, as it moves
north in the spring and south in the fall,

Further, the temperate climate in North Carolina is ideal
for horses, There is already significant horsec training activity
in North Carolina, largely as a result of the climate. The most
ideal weather would be during the spring and fall, which would
coincide nicely with racing patterns in other eastern states as

noted above,.



55 Off-track betting would be wundesirable should North

Carolina enact pari-mutuel legislation.

Several of the persons asked to appear before the Committee
took the opportunity to express concern over the practice of
allowing wagers to be placed on races from locations away from
the racetrack. The Committee has concluded that increases 1in
revenue which might be derived from this practice are more than
offset by the negative aspects., Undoubtedly, the size of pari-
mutuel pools can be increased by permitting off-track wagering,
Attendance at the racetrack itself, however, will assuredly
suffer 1if it becomes unnecessary to attend in order to place a
wager, By reducing attendance, the income to be derived from all
the supportive businesses, such as restaurants and lodgings, is
reduced.,

Perhaps the most objectionable aspect of off-track betting
is that it focuses on only the gambling aspect of horse racing,
Certainly legalized wagering is essential for the establishment
of horse racing as a significant industry in ©North Carolina,
But, as has been noted above, there are many other beneficial
aspects of the racing industry. To promote the gambling aspect
to the detriment of all other facets would be a disservice to the

citizens of North Carolina,

6. Any pari-mutuel legislation enacted by the General

Assembly should be "local option" in nature,

The Committee has discussed at length the question of
whether or not legislation legalizing pari-mutuel wagering should

contain statewide authorization or require the approval of the
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citizens in the county in which the racing is to be conducted,
The Committee 1is firmly convinced that local option legislation
is in the best interests of all the citizens of North Carolina,
It has become clear that a racetrack can bring significant
economic benefits to any locality in which it 1is located, The
same, however, can be said with respect to the sale of alcoholic
beverages through state-controlled stores or in the form of mixed
drinks. In each of these instances the legislature has wisely
permitted local residents to determine for themselves whether or
not they wish the revenues to be derived from the particular
source, Legislation of this sort has two major benefits not
found in statewide proposals, First, it keeps generally accepted
attitudes from being forced on a dissenting community. Secondly,
it permits a community to choose its own course of action without
restriction by persons living in a remote part of the State, The
Committee feels that only legislation which provides for local
option on horse racing would be fair to all the citizens of North

Carolina,
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RECOMMENDATIONS

The Legislative Research Commission Committee on Horse
Racing, in light of the findings it has made, and after a careful
review of all the data it has collected, makes the following

recommendations:

1. The General Assembly should not enact pari-mutuel

legislation at this time,

Despite the many positive aspects of horse racing, the
Committee has found several factors which make the enactment of
pari-mutuel legislation inadvisable at this time, The
uncertainty of the economy and the continuous rise of inflation
are significant with respect to pari-mutuel legislation,

It 1is not <clear that with high interest rates any private
investors would find so speculative an enterprise as a racetrack
attractive, The entire approach envisioned by the Committee
revolves around the idea that the capital needed to construct
racing facilities will come from private enterprise., In times of
a normally expanding economy, it is reasonable to assume that
such investors will exist, That assumption cannot reasonably be
made, however, in times of serious economic uncertaintv. Rising
interest rates and federal policies to slow the inflation rate
might well render the large investment a racetrack reocuires
unlikely, The Committee feels that the predicted slowdown in the
economy provides the worst possible climate for enactment of

pari-mutuel legislation,



Inflation is likely to have another negative impact for tl.is
tvpe of legislation. When many citizens are finding it necessarv
to trim all non-essential items from their budgets, it will be
difficult to introduce successfully a new form of entertainment
to compete for "entertainment" dollars, In areas where people
are used to including gambling as part of their normal
entertainment expense, the impact of inflation is likely to be
must less severe. In this respect, as well as that discussed
above, the state of the economy makes enactment of pari-mutuel
legislation inadvisable,

One other significant consideration was important in the
Committee's decision to recommend that pari-mutuel legislation
not be enacted at this time: the rejection of racing proposals
in South Carolina and Virginia, For the first few meetings held
by the Committee, speakers urged the need for haste to pass pari-
mutuel legislation before it was enacted in our neighboring
states, However, all three bills introduced in the South
Carolina Legislature on horse racing died in the house of origin,
The statewide referendum in Virginia was defeated also, When two
neighboring states reach a negative decision on the same subject
which 1is being considered in North Carolina, the Committee feels
that a different decision should be made here only with extreme
caution,

For these reasons, the Committee recommends that pari-mutuel
legislation be studied again in the future, but not enacted by

the 1979 General Assembly,
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2, The General Assembly should enact incentives to

stimulate growth in the horse industry in North Carolina.,

The Committee found that pari-mutuel racing would stimulate
growth in the horse industry, which 1is already significant in
North Carolina, Although pari-mutuel legislation is not
recommended at this time, the Committee feels that it would be
appropriate to consider other means of encouraging growth in
horse related activities, The Committee has received suggestions
for a number of different types of assistance,

Breeders incentive awards could be distributed by the
Department of Agriculture for North Carolina bred horses which
excel in various ways. Such an awards program could off-set to
some degree the competitive advantage now enjoyed in other States
where races are held which are open only to horses bred in that
state, A new equine show facility at the North Carolina State
Fair could serve as a "show window" for the State's horse
industry, A request for funds for this facility will probably be
included in the budget request of the Department of Agriculture
for the coming fiscal year,

Veterinary research on horses is remarkably under-funded
considering the investment that horses represent in North
Carolina. Appropriations for research could result in saving
millions of dollars in losses from disease and injury.

Two ideas have been recommended to aid the recreational
aspect of the horse industry. More public riding trails could be
established in North Carolina and an equine teaching facility

could be established at North Carolina State University,
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The Committee has found all of these suggestions to have
merit and recommends that the General Assembly provide for these,
or any other appropriate incentitives to encourage growth in the

horse industry.

3. The General Assembly should contract with a nationally

recognized economic consulting firm to conduct a full scale
——  EEESGPeeETeptEn

feasibility study on horse racing in North Carolina.

Appendix III contains a proposal put forth by one consulting
firm to conduct a feasibility study on horse racing in North
Carolina., While not endorsing either that company or their
specific proposal, the Committee has found that a study of this
sort should be conducted, Although the Fiscal Research Division
was able to develop some meaningful idea of the type of revenues
which might be generated by horse racing if investors found such
an enterprise attractive, the staff of the General Assembly does
not have the resources to predict the likely extent of such
investments. As the economics of pari-mutuel horse racing are of
the utmost significance, the Committee recommends that the
General Assembly develop the most accurate economic data
possible. This can only be accomplished through the services of
a company with the resources to conduct a sophisticated

feasibility study.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1977
RATIFIED BILL

RESOLUTION 89
HOUSE JOINT RESOLUTION {274
A  JOINT RESOLUTION DIRECTING THE LEGISLATIVE RESEARCH COHMISSION
TO STUDY THE FEASIBILITY OF ESTABLISHING HORSE RACING IN NORTH
CAROLINA.
Be it resolved by the House of Representatives, the Senate
concurring: ’

Section |. The Legislative Research Commission, as
structured by G.S. [20-30.]10 et seq., is directed to study the
feasibility of establishing horse racing in North Carolina with
regulated pari-mutuel betting. Améng other +things the stady
shall investigate and report whether it is in the public interest
to establish horse racing with regulated pari-mutuel betting in
North Carolina, alternative arrangements for regulating pari-
Butuel betting, legal aspects, economic -feasibility, and
estimated revenues for the State of North Carolina and its
political subdivisions. The commission shall report to the (979
General Assembly, and it may submit an interim report to the 877

General Assembly, Second Session {978.



Sec. 2. This resolution shall become effective upon

ratification.

In the General Assembly read three times and ratified,

this the (st day of July, (977.

JAMES C. GREEN, SR.

James C. Green

President of the Senate

CARL J. STEWART, JR.

Carl J. Stewart, Jr.

Speaker of the House of Representatives

House Joint Resolution 274
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LEGALIZED GAMING IN THE UNITED STATES
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Feom GAMBLING in

THE PARIMUTUEL SYSTEM

The essence of the parimutuel system of betting is that
bettors wager against one another instead of against a
bookmaker. Of the total amount wagered on a particular
race, approximately 82 to 85 percent is returned to winning
bettors in the form of payoffs on the three winning horses—
win, place, and show—and on combination (exotic) bets
where they occur. The minimum wager per race is $2, but
larger bets in units of $5, $10, $50, and $100 also may be
placed. The amount of money paid to winning bettors is
determined on the basis of the total amount wagered on
each horse or dog (or player in the case of jai alai). If a
particular horse or dog is heavily favored during the course
of betting, the payoffs on that animal if it wins will be much
smaller than the payofis on a winning horse or dog on
whom little was wagered. For example, if a total of $50,000
is bet on a particular race and $10,000 of that amount is bet
on a particular horse, the payofi odds on that horse will be
4-1; thatis, for each dollar bet on this horse, $4 has been
beton other horses. The odds on place, show, and exotic
bets are not calculated in advance because too many horses
and combinations are involved. The total amount bet on
place bets is divided among ticketholders whose horse
came in first or second; the amount wagered on show bets
is divided among ticketholders whose horses came in first,
second, or third.

Wagering computations are accomplished by a
totalisator (tote) machine, which adds bets over and over
again during the course of betting. Every 60 to 90 seconds
the tote flashes the new betting totals and odds for each
animal on a large toteboard. During the approximately 20
minutes before cach race when betting occurs, the odds on
each contestant may change dramatically. The machines
contain a number of features designed to minimize the
potential for parimutuel fraud or machine malfunction.
These features include coded ticket paper and duplication
of all critical functions by two computers working
Independently of one another. The most sophisticated of
the modern tote machines not only compute and post odds
but also maintain complete records of the betting activity
on cach race as well as postrace information on payoffs
and uncashed tickets. Totalisators also are used in jai alai
and for off-track betting and can be modified for use in
lotteries and sports betting.

The Takeout

The takeout is the portion of the parimutuel pool that is
not returned to winning bettors. The amount varies among
the States but generally ranges from 15 percent to 17
percent of the handle. The takeout is divided among the
horse or dog owners’ purses, the track, and the State in
which the racing is conducted. The apportionment of the
takeout among the three entities also varies from State to
State. In some States the takeout on combination bets
exceeds the straight bet takeout. In New York and New
Jersey, for example, the takeout is 25 percent on three-
horse combination bets. Often, the State receives half of
the total takeout, and the remaining half is divided equally
between the track and the horse owners. Purses in
dogracing average 12 to 13 percent of the total 1akeout
compared to about 25 percent for horseracing purses.

Three recent research efiorts suggest that current takeout
rates are too high. The first is an article based on data for
New York tracks prior to the introduction of OTB and exotic
wagering.2 The author shows that the takeout rate yielding
the highest revenue to the State in 1969 would have been
14.88 percent rather than the 17.76 percent that actually
prevailed. He also estimates that this reduced takeout
would have increased revenue to the State and tracks by
$1.1 million.

The National Gambling Commission also has undertaken
research on this question. One study, # using data on per
capita handle in the individual States for the years 1950 to
1974, estimates the optimal takeout rate at 12 to 13 percent.
Another study, 2 using a more complicated model to
explain handle at the New York tracks, places the optimal
takeout rate at 12 to 14 percent. Although these efiorts
cannot be considered as absolutely conclusive, they do
suggest that there has been some confusion between high
tax rates and high tax revenue, and they underscore the
need tor more detailed research in this area.

In addition to the takeout, there is another, smaller
portion of the parimutuel handle that is not returned to
winning bettors. That money—called breakage—is the
amount of each winning payoff that exceeds multiples of
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50r10 cents. For example, if the payoff to a winning
bettoris $5.67, the bettor will reccive only $5.60, with 7
cents retained as breakage. Some States have provisions for
a 5-cent breakage that only applics in specific cases. If, for
example, the winning horse in a particular race is so heavily
favored in the betting that there s not enough in the
parimutuel pool to pay the winners (called a minus pool),
the breakage may be reduced to 5 cents in order to provide
additional money for the winners Thus, on a payoff of
$2.27 a 10-cent breakage will yield the winning bettor
$2.20, while the 5-cent breakage will yield $2.25. The
distnbution of the breakage monies varies among the
States. Some States retain the entire sum; others return all
or part of it to the tracks, and, in a few cases, a portion of
the breakage is used to supplement purses, for breeder and
owner awards, or for improvement of backstretch facilities
for track personnel—jockeys, trainers, etc.

Finally, for every race there are some people who fail to
cash in their winning tickets. The money from uncashed
tickets goes cither to the State, to the traek, or is divided
according to a specific formula. In addition to their share
.of the parimutuel handle, the States may collect money
through taxes on track admission, parking, and from track
and occupational licenses (discussed below).

Parimutuel Revenue

Almost half of the $19 billion handle from legal
gambling in 1975 consisted of panimutuel wagers at
horseraces and dograces and jai alai frontons. From the
States’ point of view, the most important aspect of this
wagering is the money it generates for their overburdened
treasuries. New York is the major parimutuel State; in
1975, it earned from parimutuel and related incomes
$162.5 million. Table 5-21 shows State revenues from
parimutuel wagering on horseraces, dograces, and jai alai
(excluding OTB) from 1970 through 1975. The figures

listed in table 5-21include the State’s share of the
parimutuel takeout plus sums collected through track
licenses, occupational licenses, breakage, admission ta<es,
and miscellancous fees.

The increased revenue to the States from racing reflects
increases in the overall attendance rate, 1n handle, and
racing days. Inflation and the declining value of the dollar
have contributed to an increase in the average per capita
bet as well. Tables 5-22, 5-23, and 5-24 show the increases
in handle and racing days, attendance, and per capita bet,
for horseracing and dogracing from 1965 to 1975.

The nuraber of racing days has increased in all States
except four. The States have sought to expand the
parimutuel revenue base as one means of meeting their
spiraling revenue requirements. Paralleling the expansion
of horseracing and dogracing has been the growth of other
forms of legalized gambling such as lotteries and off-track
betting, and movements to legalize forms of gambling such
as sports betting and casinos.

Total racing attendance, although increasing, has not
kept pace with the rate of growth in racing days. As a
result, the average daily attendance rate has decreased by
23 percent for horseracing and 1 percent for dogracing
in the past 11 years.

The significance of the increasing racing dates and
decreasing daily attendance is difficult to gauge. There is
no evidence that the popularity of racing is declining. The
increases in total attendance and handle would seem to
indicate that the opposite is true. Those within the racing
industry are concerned, however, that the State’s
continuing desire for increased gambling revenues may
one day causc the racing industry great harm. As will be
discussed later in this section, the growth of racing dates
ultimately affects the number and quality of horses and
dogs avaliable to race, the performance of individual
horses and dogs, and the profitability of racing to horse,
dog, and track owners.




TABLL 5-21.-PARIMUTULL REVENUE TO STATLS (EXCLUDING OB 1970 TO 1975

State

Alabama’
Arizona
Arkansas
California
Colorado
Delaware
Florida
Idaho
Ilinois
Kentucky
Louisiana
Maine
Maryland
Mass.
Michigan
Montana?
Nebraska
Nevada
New Hamp.
New Jersey
New Mexico
New York
Ohio
Oregon
Penn.
R. Island
S. Dakota
Vermont
‘Washington
West Va.
Wyoming
TOTALS

Florida
Nevada
Connecticut

Horse and dog racing

(I millions;

1970 1971 1972 1973 1974 175
Horse  Dcog Horse  Dog Horse  Dog Horse Dog Horse  Dog Horse  Dog
—— 3 s § S S 5§ $ $ = %

107 2.75 1.30 3.05 1.52 3.47 1.72 391 1.87 443 2.01 4.47
2.81 2.94 3.20 336 3.92 3.71 447 4.26 5.22 4.67 5.03 5.08
5840 — 66.77 —— 09.65 —- 7527 —— 8099 — 91.45

9 3.00 1.07  3.59 1.14 3.9 1.24  4.23 1.68 4.59 1.67 4.83
695 —— 790 — 8.69 —— 941 — 950 — 796 —
18.64 28.90 19.20 31.97 19.59  35.01 23.21 39.45 25.81 4396 25.49 45.40
17— 11— A3 — 16 —— 14— a7 —
46.57 — 50.26 —— 48.53 — 5310 — 6203 —— 6610 ——
6.78 —— 741 — 795 — 8.78 —— 10.75 — 11.23 ——
507 — 540 —— 641 —— 715 —— 798 —— 1026 ——
183 — 206 — 1.42  — (2) 115 —
14.84 —— 16.05 —— 1684 —— 17.34  —— 18.63 —— 2040 —
12.86  12.72 14.23  14.74 14.80 14.96 17.60 15.24 17.45  14.63 18.64 13.62
2117 —— 2450 — 2452 — 2664 — 27.65 —— 28.48 ——
03 — .03

243 — 275 —— 834 — 418 —— 459 — 526 —
05 — (2) (3) — (3) 3 —
1025 — 11.04 — 1015 — 923 2.23 8.49 5.09 8.10  8.03
34.77  — 3480 — 3583 — 34.53 — 40.16 —— 31.87  —
93 — 116 — 154 —— 172 —— 193 — 212 —
173.05 — 17274 —— 15911 — 162.73 —— 16185 —— 162.55 ——
1735 —— 17.37 — 16.36 —— 18.41 —— 20.57 —— 24.26

.85 1.69 1.16 1.39 1.45 1.51 1.55 1.64 1.57 1.84 1.86 2.05
2013 — 21.66 —— 2212 — 27.80 — 2826 —— 2726 —
1224 —— 937 —— 1046 — 8.02 — 1047 —— 7.04

a9 1.28 6 1.37 200 1.27 15 1.48 14 1.47 4 1.57
297 @ — 309 — 273 —— 259 — 259 — 263

259 — 297 — 329 — 4.44 — 4.33  — 498 —
1046 —— 1070 — 1072 — 12.06 — 12.48 — 12.88 —
08 — (2) 01 — (4)

$486.40 $53.34 $508.39 $59.44 $505.90 $63.85 $533.50 $7.46 $567.13 $80.74 $581.64 $85.08
Jai alai
Fiscal ycars
1973 1974 1975 1976
$8.45 $9.81 $11.10 $12.79

(figures not available)
(Jai alai and dogracing began in 1976.)

1 Alabama revenues from dogracing go to the one county in which this activity is legal- Mabile County.

1 No record available.

3 Actual figures for 1973, 1974, and 1975 are $8,304, $7.869. and $8.000, respecin ely.

4 Actual figure for 1974 15 $6.495, .
All figures rounded 1o nearest thoucand dollars
Source: National Association of State Racing Commussioners.
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JFUS L. EDMISTEN Bepartment of Justice Ry Ces Oty
ATTORNEY GENERAL P. O. Box 629 4

RALEKIGON
27602

5 January 1978

Mr. Paul H. Stock

Committee Counsel

Legislative Research Commission
2129 State Legislative Building
Raleigh, North Carolina 27611

Re: Indiana "House Enrolled Act No. 1049"
Dear Paul:

In response to your letter of 20 December 1977, I have examined
the tax provisions of the above-referenced act, particularly Chapter 4,
sections 6, 8 and 9 in the light of your question: "Would the statute...
be constitutional if passed in North Carolina?"

I do not believe that there is any constitutional impediment
to the tax provisions. I would, however, make the following observations
about the location of those sections. I would suggest that, when you
prepare a draft, you consider housing section 6 in Schedule B of the
Revenue Act. Also, it would be more consistent with other sections of
‘Schedule B if the bill enables local governments to impose their own
privilege tax rather than impose it for them, as Section 6(b) appears
to do. If this were done, Section 9 would need to be altered to permit
local governments to impose the tax. Finally, Section 8 would probably
be unnecessary, since tax collection and criminal penalties are already
covered in the Revenue Act.

Deputy Attorney General James Bullock has reviewed the balance
of the act and has authorized me to state that he believes that it too
would be constitutional.

Yours very truly,

RUFUS L. EDMISTEN
Attorney General

Banks

Spec Deputy Attorney General

MCB:ceh

cc: James F. Bullock
IIT-1



STATE GF NORTH CAROL:NA
LESISLATIVE RESEARCH COMMILEION
STATE LEGISLATIVE BUILDING

MENMCRANDUM

TO: Meabers of the Legislative Reszarch CommnisSeLon
Committee on Horse Racing

FRCM: Pzul H, Stock, Comnititze Coumoll

aE: Constitutiocnality of Local Cpticn Legislation

There are two types of legislative enactmeats which are
frequently labelled *local option:” tlrosce wiidich cere statewide
in form, but apply to & specific localaty wnly wnen racified
in some way by that localicty (ratification may be by pontlar

vote or by acticn or the local governing beoay); and those which

-

are local bills in Zorm, but take effect oaly upon ratificat:ion

by tne locality zaifected.
The prevailing view nationally with regard to both types
cf legislaticn has been summed up s follows:

It is generally held, subjcct to scme di
that. although the legislature may not, in th. a
constitutional authorization, cubmit to the vote
state the cquestion of the adcption ol a law, i
the local application of a completely e¢nac
subjoct to local approval or make the opcration
local law dependent on approval of the vot

in which vhe ccatute is to operate. C.J.5. Co
Law, 8 142,

specral

territory



In North Carolina, much greater attention has been given
to the local bill than the statewide measure.

With regard to the local bill which requires acceptance by
the affected locality, the issue was much debated and laid to
rest before the civil war. The North Carolina Supreme Court
made the following statement on the subject in 1917 in the most
frequently cited North Carolina case on point:

It is not open to question now that the Legislature may

provide that a statute shall not take effect or be in

force until approved by the people at an election to be

held for the purpose of ascertaining their will in respect

thereto. That this can be dcone has been settled by numerous

decisions of this Court, whatever may be the rule in other

jurisdictions. Cottrell v. Lenoir, 173 N. C. 138, 143-144

(1917). See also Manly v. City of Raleigh, 57 N. C. 370

(1859) ; Thompscn v. Floyd, 47 N. C. 313 (1855).

Although this language is broad enough to cover the case of state-
wide legislation applying to each locality upon ratification or
acceptatice, the issue in controversy dealt with a lortal bill and
additional support for the statewide bill was sought.

In an analogous situation, the court has upheld a statewide
re-enactment of certain common laws upon approval by the local
governing board in each county, State v. Mathis 149 N. C. 546 (1908).
Although a popular vote was not required in this case, it did require
local acceptance. The Court has stated elsewhere that ratification
by the people of a county of an otherwise valid enactment is merely
a condition precedent to the effectiveness of the enactment.

The logic of these cases indicates clearly that there is no

constitutional impediment to "local option'" legislation,

IIT-%



7798 Old Springhouse Road

{[ P ‘> Economics Research Associates McLean, Virginia 22101
> Los Angeles = MclLean « Orlando = Chicago « San Francisco » Dallas « Boston (703) 893-1560

November 28, 1977

Honorable Wilda H. Hurst

Member, House of Represcntatives
General Asscmbly of North Carolina
Route 1, Box 309, Willis Landing
Hubert, North Carolina 28539

Dear Mrs. Hurst:

In follow-up to Mr. Glenn Petty's and my discussion with you on
November 21, 1977, regarding the exploration of the potential for a horse
racing industry in North Carolina, I would like to present some thoughts
on how this matter can be effectively studied and how Economics Research
Associates could assist.

THE LEGISLATIVE MANDATE

House Joint Resolution 1274 (committee substitute), introduced by
you, was adopted June 16, 1977, by the 1977 session of the General Assembly

N of North Carolina. The resolution directed the Legislative Research Commis-
sion to "study the feasibility of establishing horse racing in North Carolina
with regulated pari-mutuel betting.'" In studying the feasibility, the reso-~

lution identifies several specific subjects to be addressed:

® Public interest: determine whether it is in the
public interecst to establish horse racing with reg-
ulated pari-mutuel betting in North Carolina;

° Alternative betting regulations: identification
and analysis of alternative arrangements for reg-
ulating pari-mutuel betting;

@ Legal aspects: review of legal aspects, such as
constitutionality, alternative approaches to estab-
lishing legislation and regulatory measures.

° Economic feasibility: determination of economic feasi-
bility. For example, will the economic returns or benefits
of horse racing justify the costs associated with estab-
lishing and operating the industry?

® Revenues to the state: prepare estimates of revenues
derived from horse racing for the State of North
Carolina and its political subdivisions.

ITIT-4
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OVERALL APPROACH

Horse racing in the United States generally is a difficult business
within which to make ends meet. Some tracks and race horse owners and
breeders do quite well; and indeed, they are the ones new racing programs
should be patterned after. This is all the more reason a new venture by
North Carolina into the horse racing industry needs to be very carefully
analyzed. Careful study leading to forecasts of attendance, wager expendi-
tures, investment, inter-industry money flows, and locational factors will,
for example, assure the unique advantages and potentials of North Carolina
are realized, as well as problems and certain economic pitfalls of the
“‘racing Industry in general are avoided or overcome.

In our discussion, we also looked beyond the, horse racing industry
itself to view the potential of horse racing from a variety of perspectives,
including the following:

° Relationship to tourism industry and the recreation
interest of North Carolinaj;

° Relationship to the agricultural industry, and
particularly the horse breeding and raising industry;

° Relationship to possible future considerations of
tax revenue from other forms of public gaming (I
introduced this point simply because many other
states are already looking into this area).

@ Relationship to in-state or out-of-state approaches
to secure racing attendance and wagering;

e Relationship to various degrees of acceptance or
non-acceptance of horse racing in different parts
of the state;

° Relationship of an economically viable horse racing
industry to the overall economic development strategy
of the state; ’

° Relationship horse racing could have on enhancing the
national image and stature of North Carolina.

So then, in fulfilling the resolution's study mandate, both the horse
racing industry and its relationship to other economic sectors and conditions
of the state will need to be considered -- if the final report is to be used
as a guideline to direct a program to establish an economically sound horse
racing industry in North Carolina.

ITI-S



STUDY PROGRAM

A study program should be undertaken to fulfill the Horse Racing
Committee's study objectives. As I indicated in our discussion, the overall
financial analysis, as mandated in HJR 1274, could be undertaken in the
following phases.

Phase I. Concept Definition

An assessment of the overall potentials and problems and possible
arrangements and approaches for establishing horse racing in North Carolina
-will be made. A comprehensive display of alternatives, factors to be considered,
and generally available economic information will be emphasized. Experts within
the state and nationally are to be contacted. The Horse Racing Committee will
use this work to begin to select directions for focusing subsequent study efforts.
Hints of financial potential or danger will appear during this phase. A decision
can be made to proceed or shut down further study work. (Estimated time and
cost: eight weeks, $7,000).

A go or no-go decision on further investigation of North Carolina poten-
tials for pari-mutuel horse racing will result from this phase.

Phase II. Economic Analysis of Horse Racing Industry

Sub-Phase 1. Market Analysis. If warranted from Phase I, this part
of the work will involve an analysis of market conditions and demand for horse
racing attendance, wagering, and revenue potentials. The following outline
describes the tasks to be undertaken in this analysis.

Task A: National overview of the horse racing industry
with implications drawn to North Carolina.

history

trends

state-by-state characteristics
industry prospects and problers
legal factors

supply of horses

economic conditions

Task B: Market factors for horse racing in North Carolina.

population characteristics

potential racing support

competing areas and activities

racing structure: type, facilities,
season

industry support: employment, ser-

vices and products, breeding, agriculture.
[ revenues-racing attendance, inter-industry
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Task C: Planning guidelines for establishing a racing
industry in North Carolina

enabling alternatives

management and control

licensing criteria, procedures
revenue split

track location and site planning
criteria and options

racing schedule

e relationship to other industries and
state programs

@ 6 0 00

<]

(Estimated time and cost for Sub-Phase I Market Analysis: eight
weeks, $28,000)

A go or no-go decision for further work will be made at the conclusion
of sub-phase I.

Sub-Phase 2. Feasibility Analysis. Analysis of investment, operations
and debt service costs under various horse racing packages to determine finan-
cial costs.

Task A: Analysis of track operationé under various

alternatives.

e facility requirements

e operational requirements
] cost estimates

e pro forma analyis

Task B: Assessment of economic benefits from horse

racing.

e projection of revenue split

° new employment

° investment

® secondary benefits to support industries,

tourism, agriculture, horse industry
intangible benefits, such as recreation,
state stature

(Estimated time and cost for Sub-Phase II1 Feasibility Analysis: six
weeks, $12,000).

Phase III. Legislative Horse Racing Committee Final Report Preparation and
Concluding Findings and Recommendations.
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° Assist the Committee in the preparation of their
report to the Legislature.

¢ Provide expert testimony if requested.

. (Estimated costs would be on a time and materials basis as directed
by the Committee.)

ERA PARTICIPATION

I had indicated ERA's interest in participating in the Horse Racing

- Committee's study effort. We could undertake the above work program within

the time and costs indicated. You will also note the provisions for curtailing
the study should the economic picture begin to look impractical. Also, in addi-
tion to working with committee members, ERA's work program would include close
contact and coordinated efforts on selected work tasks with Legislative Ref-
erence Commission staff, state agencies, and other horse racing interest-related
organizations. While ERA would work closely with such agencies and organizationms,
as prime contractors -to the Horse Racing Committee we would maintain a rigorous
standard of objectivity in our study and report preparations.

ERA CAPABILITIES

Economics Research Associates is an.economic consulting firm that has
specialized in real estate economics, tourism development studies, and in
market and feasiblility analyses of a wide range of public and private development
programs. ERA is most well known for the economic planning studies conducted for
Disneyland, Six Flags over Texas, Opryland and other theme parks in the United
States. We have conducted the financial analysis for casino gambling for the
Atlantic City program, and have conducted a varlety of studies into the economics
of public gaming, including forecasts of gaming revenue (by activity) for the
State Gambling Commission in Nevada.

In the horse industry, ERA has a broad range of experience in evaluating
the market and financial feasibility for various equestrian activities and
facilities. We have reccntly completed a study of the potential for horse racing
in Tennessee. Enclosed are some materials which describe ERA's experience re-
lated to the Horse Racing Committee's interests and our previous work in North
Carolina.

We wish you and the Committee the best of success in your study effort.
If you find the work program described above reflects the approach your Committee
wishes to pursue, we would appreciate the opportunity to explore futrther our
conducting the work.

Again, I enjoyed meeting with you and thank you for the time we were
able to spend together. I look forward to hearing from you.

Sincerely,

Wsgodbsors. @g,d

Alexander B. Bigler
Affiliate
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APPENDIX IV

NOTE: This legislation is in
draft form only. It is
not ready for introduction.
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Short Title:

Representative

Referred to:

————— — —— ——— —— — — - P -—

A BILL TC EE ENTITLETL
AN  ACT TO AUTHORIZE PARI-MUTUEL WAGERING ON HORSE RACING; TO
CREATE THE NORTH CAROLINA RACING COMMISSION AND TO HAKE AN
APPROPRIATTON THEREFOR.
The General Assembly of North Carolina enacts:
Section |. AR new Chapter 1is added to the General
Statutes of North Carolina to ke numbered Chapter |69 and to read
as follows:
"CHAPTEF |69.
"pari-mutuel Wagering.
"Article |.

"Definitions.

"§ 169-]. Definiticns.--As «tused in this Chapter, unless the

context otherwise requires, the following words and phrases shall
be defined as follows:
{1} "Commission" means the North Caroclina Racing Commission.
{2) "County fair association", "agricultural society", "county
4-H club or association® means a nct-fcr-profit organization 1in

existence (expand def.).

9 Paul
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IV_2

{3 "Pxtended harness racing reeting™ means any harness racing
meeting of 10 or more consecutive vracing days or nights,
axczluding any reqularly scheduled weekly day or days of
abstention, as the case may be.

{4y "Extended horse racing rFeeting” means any daytime or
nighttime horse race meeting of |C or more consecutive racing
days or nights, excluding any reqularly scheduled weekly day or
davs of ahstention, as the case may be.

{5 "Harness racing" means daytime or nighttime harness horse
racing in which the horses ©participating are harnessed to a
sulkyvy, <carriage, or similar vehicle, and does not include "horse
racing" as herein defined.

18] "Harness racing meeting' mneans any program of one or more
harness races for which any stake, purse, prize or reward is the
object of contest,

M "Aorse racing" means flat, turf, or hurdle daytime or
riqhttime racing in which thoroughbred, appaloosa, arabian or
quarter horses, mcunted by a rider cr jockey, participate; and

ioes not include any forwm of horse racing 1in which the horses

particivating are harnessed to a sulky, carriage, or similar
vehicle.
{3 "Horse racing meeting" means any program of one or more

horse races for which any stake, purse, prize or reward 1is the
nbject of contest,

{9 "Pari-mutuel system of wagering®™ means the method or
svstem of wagering on horses at the track only under which those

persons who wager on horses, which finish in the position or
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positions for which wagers are taken, share in the total amount
wvagered, less deductions specified and permitted by law.
10) "person means any individual, firm, association,
partnership, corporation, trustee or legal representative.
"Article 2.

“"North Carolina Racing Commission.

"y 169-2. North Carolina Racing Commission; creation, powers
and duties.--There 1is created the North Carolina Racing
Commission. The commission is vested with the powers and duties

set forth in this Chapter and all other powers necessary and
proper to enable it to execute fully and effectually the povwers,

duties and purposes of this Chapter.

"e 169-13. North Carolina Facing Commission; membership,
appointment, ternms, qualifications, chairman.-- (a) The

comnmission shall ccnsist of five memters, all of whom shall have
a reasonable knowledge of racing practices and procedures and who
shall be appointed tv and serve at the will of the Governor.

{b) Members of the commissicn shall serve terms of four years;
however, of the initial appointeEents, two shall be made for a
term of two years and the remaining three shall be made for the
full term of four years. Thereafter, all appointments shall be
for four vears.

{) Tach member of the ccsrmission shall be a bona fide
resident of the State of North <Carolina who has w®maintained
residence in this State for not less than five years nerxt
appointment and who is not less than 35 years of age.

(d) In the case of a vacancy caused by the death, incapacity,
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resignation or removal of a membter, the appointment by the 84
Sovernor to fill the vacancy created shall be made only for the 85
unexpired term of the member rerplaced. Each member of the
commission shall serve until his successor is duly appointed and 86
qualified. Any member of the ccmmission shall be eligible for 87
reappointment at the discretion of the Governor. The Governor
shall designate and arpcint one cf the members as chairran of the 88
commission, who shall serve ir that capacity at the pleasure of 89
the Governor.

) 169-4. North Carolina Racing Commission; bond, 9}

compensation, conflicts of interest.--(a) Before entering upon 92
the duties of office, <each merber appointed to the commission 93
shall take the oath of office and shall post bond to the State of 94
North Carolina in the sum of ten thousand dollars ($}0,000)
conditioned upon the faithful perfcrmance of his doties. The 95
bond shall be subject to approval of the Governor and, upon that 96
approval, shall be filed with the Secretary of State. The cost

of any bond given by any member of the commission under this 97
section shall be taken to bte a part of the necessary expenses of 98
the commission.

{b) Tha members of the commission shall receive the per diem 99
and allowances set forth in G.S. {38-5 for members of State |00
boards and commissicns generally.

{c) A person may not Dbe appointed as a member of the |0]
conmission if he holds any official relation to any association }02
or corporation licensed under this Chapter to conduct harness |03

racing meetings or horse racing meetings within North Carolina.
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e 169-5. North Carolina Racing Commission; executive

directcr, records, office, meetings, reports, treasurer.--{(a)

=
=
L]

2

overnor shall appoint a secretary for the commission, wvwho
shall be the executive director of the commission, for a teram not
to exceed four years and who may ke removed in the same manner as
a member of the commission. The secretary shall be eligible for
reappointment at the discreticr cf the Governor. The secretary
shall possess the povwers and perform the duties imposed upon him
hy law, and such other duties as the commission may prescribe.
The secretary shall keep a full record of all proceedings before
the commission and shall preserve at his general office all
books, maps, records, documents, licenses, and other papers of
the commission. All records of the commission shall be open to
inspection by the public during regular office hours. The
secretary of the ccmmission shall receive a salary in an amount
established by the commission plus travel and subsistence
allowances in accordance with G.S. (36-6.

18} The commission shall wraintain an office in the City of
Raleigh and shall meet at such tises and places within the State
of North Carolina as it determines to be necessary and
aporopriate. Three members of the commission shall constitute a
guorum for the transaction of any official business, for the
performance of any duty, or for the exercise of any power of the
commission so long as all members receive vwritten notice of the
meetings from the secretary at least five days prior to that
mee ting.

{c) The commission shall have authority to appoint and remove
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clerks, accountants, stenographers, inspectors, veterinarians,
assistants and other emrloyees cf the commission, to gserve during
the pleasure of the commission, but a person may not be employed
or appointed in any capacity by the commission who holds any
nfficial relation to any association or corporation 1licensed to
angage in or conduct extended harness racing meetings or extended
horse racing meetings.

(d) The commission shall make an annual report to the Governor
ani the General Assembly covering the preceding calendar year on
or before the tenth day of Fetruary in each year. The report
shall include a statement of receipts and dishursements by the
commission, any additional information and recommendations which
the compission deems of value, ard any information which the
fovernor may Trequire.

{=) The State Treasurer shall be the treasurer of the
commission. The Attorney General of North Carolina shall be the
official Aattorney and leqgal advisor for the commission and shall
approve all contracts, agreements or other undertakings of the
commission.

"§ |69-h. North Carolina Racing Commission; povers, duties.--

(a) The North Carolina Racing Commission shall be responsible
for and have the authority to do the following:

{ln Issue licenses for the conduct of extended harness
racing meetings and extended hcrse racing meetings
in VNorth Carolina at which the pari-mutuel systenm
of wagering is employed. The 1licenses shall be

issued only in ccnformity with the provisions of
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{4)
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this Chapter and the rules and regulations adopted
by the commission.

Issue such other 1licenses and permits as the
commission shall determine to te appropriate to be
required, to owners, trainers, drivers, jockeys,
agents, aprrentices, groonms, stable foremen,
exercise boys, veterinarians, valets and farriers,
or others having any connection with horses racing
at extended harress racing meetings or extended
horse racing meetings licensed under this Chapter
and to starters, judges, timers, racing
secretaries, clerks, veterinarians, photo finish
operators, pari-mutuel clerks or other officials
concerned with the ccnduct of racing.

Personally or by agents supervise and check the
making of pari-mutuel pocls and the distribution
therefrom.

Set the dates for all extended harness racing
meetings and extended horse racing meetings in
North Carclina.

Make rules and regulations for the <control,
supervision and direction of all applicants,
permitees and 1licensees, and for conducting all
extended harness racing meetinngs and extended
horse racing meetings in North Carolina. All rules
and regulations cshall be uniform in their

aoplication and effect.
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(6)

N

Require of each applicant for any type of license
or permit 1issued ty the commission a verified
application setting forth such information as may
be required by the prcvisions of this Chapter and
the rules and regulaticns adopted by the
commission, and collect from each applicant the
fee, 1if any, charged in connection with the filing
of the application or the issuance of the license
or permit sought, or both.

Revoke any 1license or permit issued by the
commission in the event the holder thereof is
deterwmined by the ccmmission, after opportunity for
a fair and 1impartial hearing conducted by the
commission to have violated this Chapter or any of
the rules and regulations of the commission. The
comnission at its discretion may impose and collect
as a condition ©precedent tc¢ the Trestoration of
license rescinded c¢r revoked, or as a condition
precedent to the issuance of a subsequent license
to any licensee 9or permittee whose 1license or
permit is rescinded or revcked, a fine not to
exceed, in the <case of a license to conduct an
extended harness racing meeting or extended horse
racing meeting, the sum of ten thousand dollars
($10,000) and, in the case of any other type of
license c¢r perrit issued by the commission a fine

not to exceed the sum of five hundred dollars
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($500.00) .

%) Yake and promulgate any other rules or requlations
necessary for the efficient administration of this

Chapter.
{b) The Jjurisdiction, powers and authority of the commission

shall extend to all persons who ccnduct harness racing meetings
or horse racing meetings licensed ty the commission.

"§  |169-7. North Carolina Racing Commission:; distribution of

unds.--(a) All monies received tv the commission from extended
racing meetings shall be forwarded to the State Treasurer, to be
depnsited in an acccunt to be kbncwn as the "North Carolina Racing
Commission Fund", All mcnies degcsited in the fund shall be paid
out by the State Treasurer, on iterized vouchers approved by the
chairman and attested by the secretary of the commission. All
monies in the fund are specifically appropriated for the use of
the commission. All expenses incurred by the commission in the
proper performance of its duties, with resrpect to harness racing
and horse racing, shall be ©raid out of the fund. The total
amount issued from the account in the rayment of the expenses and
compensation provided for in this Chapter shall never exceed the
un2ncumnbered balance in the fund. The fund shall be a revolving
fund and shall be continued from year to year and, except as
otherwise provided by law, shall te drawn on only for the purpose
of administering the prcvisicns cf this Chapter.

{b) 0f all the income received by the North Carolima Racing
Commission pursuant to the ¢grcvisions of this Chapter, less

operating expenses and coppensation provided for in this Chapter
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and a sum which the commission shall be authorized to retain
annually as a reserve 1in an amount not to exceed twenty-five
thousand dollars ($25,000), distribution of sums remaining shall
he made as follows:
{l) 70% - Schools
(2) 20% - Stakes Races
{3 5% - State PFPair Grcunds Maintenance
{4) 5% - County Fairs.
"Article 3.
®"Licensing.
" 169-8, License required.--No person shall conduct an
extended harness racing meeting or extended horse racing meeting
at which pari-mutuel wagering 1is ©permitted in North Carolina

without a valid license, issued pursuant to the provisioans of

this Article.

"§ 169-9. License prohibited in certaip circumstances.-- (a)
Licenses may not bhe issued to conduct an extended harnmess racing
me=2t ing or extended horse racing seeting:

) at any place wittin 50 miles of a location already
licensed for the same dates for extended harness
racing or for extended horse racing;

{2) to anv person ir default in the payment of any
obligation ¢r debt due the State of North Carolina
under the provisicns of this Chapter;

{1 tn anv person who has Lteen <convicted of the
violaticn of any lavw of the OUnited States or any

State law, Wwhich violation is a felony under the
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(W)

{5)

(6)

laws of the jurisdoction involved; to any person
against whom there 1is pending any felony charge,
State or federal; to any person who is or has been
connected with or engaged in the operation of any
illegal business; to any person who does not enjoy
a general reputation in the community of being an
honest, upright, law abiding person; to any person
who does not demonstrate to the satisfaction of the
commission financial resources adequate, in the
judgment of the ccrmissicn, to promote and conduct
the extended harness racing or horse racing meeting
covered by the license applied for;

to any person who is unable to demonstrate to the
satisfaction of the commissicn that he has, or will
have, on the dates of proposed meeting, ownership
or possession under a lease or other contract
acceptable to the commission of a race track and
appurtenant plant suitable, in the judgment of the
commission, for harness racing or horse racing, and
for the accomocdaticr of the putlic;

to any person for wmore than three extended harness
racing meetings cr e€xtended horse racing meetings
of the maximum duration permitted in paragraph (6)
of this subsecticn during any calendar year;

for a meeting 1in excess of 60 days or nights,
excluding any regularly scheduled weekly day or

days of abstention, as the case may be, in addition
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{b)

IV 2

N

[ &)

to six racing days or nights, for «charity, wup to
three of which <charity days or nights may be
scheduled either immediately preceding the first
allotted racing day or immediately following the
last allotted racing day, or both;
to any natural person, either in his individual
capacity or as a trustee or 1legal representative,
wvho has not been a bona fide resident of North
Carolina continuously for at 1least five vyears
immediately preceding the filing of his
application; or
to any firm, association, partnership, or
corporation, acting either for its own account or
as a trustee c¢r leqgal representative, unless at
least 55 percent of the cwnership of the applicant
is vested in bona fide residents of North Carolina
continuously for at least five years, and at least
a simple majority of its directors, partners,
executive community, or other managing group, are
bona fide residents cf North Carolina continuously
for at least five vyears and unless all of its
stockholders, partners, directors, officers,
executive committee or other managing group, and
its emrlcyees neet all of the bersonal
qualificaticns cther than residence, set forth 1in

this section.
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require anyone connected in any capacity whatsoever with any
licensee to submit his fingerprints, photographs and other
personal identifying records and data to the commission and to
submit to such personal investigation as the commission may deenm
reasonatle and advisatle.

"§ |69-10. License fee; fcrm cf application.--(a) The fee for

asach license required by this article to conduct an extended
harness racing meeting or extended horse racing meeting shall be
five hundred dollars ($500.00) plus fifty dollars ($50.00) for
each dav or night upon which the 1licensee is authorized to
conduct racing under that 1license. The five hundred dollars
($500.00) shall be remitted tc the commission with application,
and shall be a nonrefundable charge for the consideration of the
application. The balance of the required fee shall be remitted
in full to the commissicn by the arplicant when notified that a
license will be 1issued wugpon receipt of the balance of the fee
andi, when paid, shall be nonrefundable. A 1license may not be
issued vprior to receipt of the full amount of the entire fee
required, and if payment of the full amount of the entire fee is
not received by the commission within |0 days after receipt by
the applicant of notice that the 1license will Lte issued upon
pavment of the ‘talance of the fee, the <commission 1in its
discretion may for that reason deny the application and refuse
to issue the license sought.

{b) Anv person desiring to conduct an extended harness racing
meeting, or an extended horse racing meeting under the provisions

of this article, may arpply to the commission for a license. The
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application shall be made on a form, or forms, prescribed and

furnished

by

the commission. The application shall be verified

and shall specify:

IV-i4

iD

{2)

3

I3

{5

the full name of the aprlicant and if the applicant
is other than a natural perscon, the full names and
addresses of 1its partners, meambers, stockholders,
directors, and officers, as applicable;

the exact date, or dates on which the applicant
proposes to conduct cr hold extended harness racing
or extended horse racing meetings, which dates
shall be successive days or nights, excluding any
reqularly scheduled veekly day or days of
abstention, as the case may te;

the name and exact location of the racing plant
wvhere the applicart proposes to conduct or hold the
extended harness rtacing meeting or extended horse
racing meeting;

the hours of each racing day or night Letween which
the applicant proposes to conduct or hold the
meetings;

vhether or not the racing plant at which the
applicant proposes to conduct or hold the extended
harness racing nmeeting or extended horse racing
meeting is owned by the applicant or leased by the
applicant and, 1if leased, the name and address of
the owner, or if the owner is a corporation the

directors, stockholders and officers thereof: and
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whether this racing plant has been constructed
prior to the date c¢f the application or is at that
date under ccnstruction and, if the 1latter, the
estimated date of completion of construction;

{6) a statement of the assets and liabilities of the
applicant; and whether the applicant will accept
any additional racing days for charity immediately
preceding 1its first allotted racing day or
immediately following its last allotted racing day
or both and, 1f so, how many of the same;

AN vhether the applicant owns or intends to lease the
pari-mutuel vagering machinery to be nutilized at
the meetings, a description of the size, capacity,
model and other pertinent features of the
equipment, together with the identity of the owner
if the equipment is not owned by the applicant;

{8) such other information as the commission may
reasonably require.

“$ 169-1). Countv ordinance.--The application must include an
oriinance that:

) vas passed by the countv board of commissioners or any
successor body, of the county in which the race track 1is to be
located and apprcved by a wmajority of the voters voting in a
county-wide referendum; and

{2) permits the filing of arpplications with the comaission to
conduct pari-mutuel waqgering in that county. The ordinance

required under this section shall be in subtantially the
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following form:

"The county of _ finds that pari- 33|

mutuel wagering is in the interests of the people of the county. 332
Applications may be made to the Ncrth Carolina Racing Commission 333

to conduct pari-mucuel wagering at race tracks in 334

County under G.S. Chapter (69. 335
The commissicn may not approve an application for a racing permit 338
without a copy of the county's crdinance.

ns  |R9-12. County referendum required for license.--(a) The 340

county hoard of commissioners or its successor btody shall certify 34|

the following gquestion to be voted on in the referendumr to the 342

clerk of the superior court of that county. 343
"Shall pari-mutuel wagering at race tracks in 345
County be permitted? Yes No " 346

Tpon receiving the certified g¢uestion, the county clerk shall 348
call a meeting of the county election board to make arrangeaents 349
for the referendun. The referendum shall be held in the next 350
primary or general election in which the residents of the county 35|
are entitled to vote if the next primary or general election is 352
to be held within 90 days after the gquestion 1is certified to the 353
county clerk. If a primary or general election will not be held 354
within that 90-4ay period, then the referendum shall be held at a 355
special election to be conducted not less than 90 days after the

quastion is certified to the ccunty clerk by the board of 356
commissioners. The referendus shall be held under the direction 357
of the county electicn board, which shalil take all steps

necessary to conduct the referendue. ©Not less than |0 days prior 358
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to the date on which the refererndur will be held, the <county
election board shall cause notice of the guestion that is to be
voted on in the referendum to be published. The county election
board shall <cause the questicr to be appropriately placed on
avery vaper ballot and every veting machime that will be used in
the referendum. All registered vcters residing in the county are
entitled to vote in the referendue. Each precinct election board
shall count the affirmative votes and the negative votes cast in
the referendum and shall certify the totals to the county
election  board. The clerk of the circuit court shall,
immediately after the votes cast in the referendum have been
conted, certify the —results of the referendum to the board of
commissioners. If a majority of the individuals who vote in the
referendum vote "yes" on the referendum question, the referendunm
is passed and application may te mwmade to the North Carolina
Racing Commission.

{b) Defeat of the referenduw shall not preclude a county from
placing the guestion on the ballct in subsequent electionms.

“s 169-13.  Piling of applications.--(a) Applications for
licenses required for the conduct of extended harness cracing
meetings or extended horse racing meetings shall be filed with
the commission at its cffice 1in the <city of Raleigh, North
Carolina, between Cctober | and October 3|, of the calendar year
immediately prior to the year in which the applicant proposes to
hold the wmeeting. Each exterded harness racing meeting or
extended horse racing meeting requiring a license under this

article shall require a separate license and shall be covered by
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a separate application.

(b) The commission shall examine all applications received.
If any application does not comply with the provisions of this
Chapter or sith the rules and regqulations prescribed by the
commission, the application may be rejected summarily by the
commission; or, in the discretion of the commission, it may

direct the applicant to «comply with the ©provisions of this

Chapter or the rules and reguvlaticns of the commission within a
reasonable time fixed by the ccreission and upon proof by the
applicant of compliance, the commission may reconsider the
application.

{c) If an applicaticn is fcund tc be in compliance with the
‘provisions of this Chapter and the rules and regulations of the
commission, the commission shall set a hearing as provided in
G.S. 169-14 of this chapter.

'$ |69-14.  Hearings on applications.--(a) The commission

shall set hearings cn all applications for 1licenses to conduct
axtended harness racing meetirgs c¢r extended horse racing

meetings received by it and fourd to be in ccnformity with the

provisions of this Chapter and the rules and regulations of the
conmission. The hearings shall te held between November | and
December 15 of the calendar year in which received apnd at such

times and places in Wake County or in the «county in which the
extended racing meeting proposed in the application is to be held
as the commission may designate.

{b) The commission shall give notice in writing of the hearing

to the applicant 1involved at its address as shown on its
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apnlication at least |0 days 1in advance of the date of the
hearing and shall cause notice of the tiwe and place of the
hearing to be given by tvo publications in a newspaper of general
circulation printed in the English language and published in the
county in which the extended harness racing or extended horse
racing meeting proposed in the application is to be held at least
|0 days in advance cf the date of the hearing.

{c) All hearings shall ke conducted by the commission in
accordance with its rules and requlations. After a hearing omn an
application, anrd in no event 1later than December 3| of the
calendar vear in which received, the commission shall notify the
apolicant of its approval or denial of the application and, in
the event of approval, that it is prepared to issue a license to
the applicant uvon payment of the balance of the fee required by
this article and upon posting of the bond required by G.S. [69-
|16 When this balance is paid and the bond filed, the commission
shill issue a license to the applicant. 1In the event of denial
by the commission of an application for a license, the aggrieved
narty may invoke the right of apreal under G.S. |50A-43.

D) A verson does not have any property right in any license
issued pursuant to this chapter, nor shall a 1license itself or
the enjoyment thereof be ccnsidered a property right. Each
license issued shall be in fcrce only from the date issued
through the 1last racing day in the calendar year authorized by
the license.

us 169-] 5. Racing dates.--(a) The commission may fix and

determine racing dates different fraom those requested by
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applicants in their applicaticns. Where two or more applicants 429
propose to conduct harness racing cr horse racing meetings within 430
50 miles of each other on conflicting dates, the commission may 43|
fix and determine the number of racing days to be allotted the
several applicants.

() In the granting of licenses and allocating dates for 832
extended harness racing meetings or extended horse racing 433
meet ings the commissicn shall give due consideration to:

in the character, reputation, experience, and 434
financial integrity of the applicants; 435

(2) their facilities and accommodations for the conduct 436
of racing meetings; 437

[¢)) the 1location of the tracks of the applicants in 438
relation to the principal centers of population in 439
the State;

(8) the highest prospective total revenue to Lke derived 440

by the State from the conduct of the meetings; and U44)

{5) other factors +shich in the discretion of the u42
commission are wcrthy of consideration. 443
(<) The commission way authorize the three days immediately 444

nreceding and the three days immediately following the allocated 445
racing dates for «charity racirg sc 1long as all net proceeds
ceceived by the licensee, except those payable to the State, are 446
contributed to a charity or charitable institution located with 447
the State of North Carolina.

"% 169-16. Licensee to furnish bond.--Prior to the issuance of 449

A license, the applicant shall file with the commission a bond 450
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nayable to the State of North Carolina in a penal sum to be fixed
on a uniform scale by the commission of not 1less than fifteen
thousand dollars ($15,000) and not more than one hundred thousand
iollars ($100,000) executed by the applicant, as principal, and a
surety company or companies authorized to do business in this
State, conditioned upcn the payrsent by the licensee of all fees,
taxes, and other wonies due and payable under the provisions of
this Chapter; and further ccrditioned upon the licensee's
distributing all advertised purses and all sums due to the
patrons of pari-mutuel pools upon presentation of +the winning
ticket or tickets.

"% 169-17. [License restrictions.--(a) All harness racing and
horse racing conducted under license shall be subject to the
provisions of this Chapter and to the rules and regulations
promulgated by the commission, and every license 1issued by the
commission shall contain a statement tc that effect; provided
that there may not te a pari-mutuel system of wagering at a
county, agricultural, 4-H, or State fair.

{b) A license 1issued pursuant to this Article may not be
transferable, nor shall it apply to any place, track or enclosure
other than the one specified in the license. Each license shall
te recorded in the office of the register of deeds of the county
in which the harness racing meeting or horse racing meeting is to
be held or conducted within five days after its receipt by the
licensee. The license, or a certified copy, shall be
conspicuously displayed at all times during the extended racing

merting on the licensee's princigpal business office at the track,

House DRH V=21

4sy

452

453

454

855

456

458

459

460

4o

462

463

Uou

465

466

467

468



and shall be exhibited to any person or officer requesting to see
it at any reasonable time.

{c) No person, or persons, cther than the owner, or owners, or
breeder, or treeders of a horse, cr horses, contesting imn any
harness race or horse race in this State conducted by authority
of a license issued by the commission shall have any pecuniary
interest in any purse, prize, premium, stake or reward contested
for in any race, or be entitled to receive any portion thereof,
and the whole of the purse, prize, rremium, stake or reward shall
be allotted in accordance with the terms and conditions of that
race.

{d) At least 85 percent of the persons employed on each racing
day by a licensee in the conduct of an extended harness racing
meeting or extended horse racing meeting or in the conduct of the
pari-mutuel system of wagering at extended harness racing
meetings and extended hcrse racing meetings, shall be citizens of
the nited States and residents of the State of North <Carolina
for at 1least two years prior to their emplcyment. A person is
not deemed a resident of the State of North Carolina who does not
maintain a permanent place of residence within this State.

{=) A person, partnership, association, or corporation may
not, at anvy one time, hcld more than one extended racing 1license
directly or indirectlyv. Contrclling ownership and interlocking
directorates among track licensess is prohibited.

"Article 4.
"Wagering Systen.

26 169-18. Pari-mutuel wagering permitted.--(a) Any licemsee
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conducting an extended harness racing meeting or an extended
horse racing nmreeting licensed Lty the commission may provide a
place or places in the racing wmeeting grounds at which the
licensee may conduct and <sugervise the pari-mutuel system of
wagering by patrons on the racing conducted by the licensee at
the meeting.

{b) No other place or method of wagering, pool selling,
betting or gambling shall be used or permitted by the 1licensee,
nor shall the pari-mutuel syster c¢f wagering be conducted on any
races, except races at the race track vwhere the pari-mutuel
system of wagering is being conducted.

s 169-19. Distribution of funds deposited in pari-mutuel

pool.--(a) The licensee shall distribute all sums deposited in a
pari-mutuel pool to the holders cf the winning tickets, less the
17 percent retainage authorized ty this section. In order to
permit the licensee to offer suitaltle purses or prizes comparable
to those offered at cther harpess racing meetings and other horse
racing meetings in the United States and to induce owners of the
best horses in the country to race them at racing meetings held
vith the State of North Carclina, each licensee may retain an
amount not to exceed {7 percent of the total of all monies
wagered on each racing date at each meeting licensed by the
commission. The amount retained by the licensee is subject to
the payment of the privilege tax provided in Section 6 of this
Chapter, and one-half of all the lreaks on the wagering. reaks
shall at all times be computed on the basis of not to exceed ten

cents (]0¢) on the dcllar.
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(b)y The sum held by any licensee for payment of outstanding 5(2
pari-mutuel tickets, if unclaimed prior to April { of the mnext 543
succeeding vear following the vyear in which the tickets were 5}4
purchased, shall within |0 days thereafter be remitted to the
cogmission for payment into the General Fund of the State of 5|5
North Carolina and, upon receipt by the conmrission, are hereby 5(6
declared to have escheated to, and to have become the property
of, the State of North Carolina. 1If subsequent to the date of 5|7
remittance but prior tc the expiraticn of one year from the date 5|8
of ourchase, a winning pari-sutuel ticket 1is presented for
payment to the licensee by which the same was sold, *he licensee 5|9
shall pay the ticket and may charge that amount against wunpaid 520
money similarly accumulated on account of winning pari-mutuel
tickets not presented for payment. Licensees are hereby relieved 52|
of any obligaticn to pay pari-sutuel tickets sold by them unless 522
the tickets are presented for rayment within one year after the
date of opurchase and any actior for the payment of pari-mutuel 523
tickets must he commenced prior tc the expiration of one year 524
from the purchase date or be forever barred. 525

"§ 169-20. Pari-mutuel wagering; "tote" board.-—-Each licensee 527

—_—_——— ————— | e———mtam e -

coniucting the pari-mutuel system of wagering, shall cause to be 528
eracted at the track a sign or board wupon which shall be 529
1isplayved the approximate straight odds on each horse in any race
conducted by the 1licensee; the value of a two dollar ($2.00) 530
winning mutuel ticket, win, place, or show, on the first three 53|
horses 1in any race; the elapsed time of the race; the value of a

two dollar ($2.00) winning daily double ticket, if a daily double 532
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is conducted; and such other information for the guidance of the
patrons as the commission may Lty reasonable rule and regulation
orescribe. The weinimum pay-cff on any winning mutuel ticket,
straiqht, win, rlace, or show, shall be ten cents ({0g) on each
dollar bet plus the amount of the bet.

s  169-2]. Privilege license tax; statewide, local.--(a) 1In

addiition to license fee provided by this Article, a privilege tax
conputed upon the total of all monies wagered each date of an
extended harness racing meeting or an extended horse racing
meetina licensed pursuant to this Article is herety imposed upon
each licensee for the privilege of conducting the pari-mutuel
system of wagering permitted «ctnder the provisions of this
Article. The tax shall be paid by each licensee from the amount
permitted to be retained by him® under Section 3 of this Chapter.
Each date's tax shall be remitted to the ccmmission with 48 hours
after the close of the racing date on which the same is assessed.
The privilege tax imposed by this section shall be computed and
paid as follows:
(n one-half c¢f all cf the breaks on all wagering on
each racing date; plus
{2) twvo and three-fourths percent of the first fifty
thousand dollars ($5C,000), cr any part thereof,
vagered on each racing date;
{3) four and three-fourths percent of the next one
hundred fifty thcusand dollars (${50,000), or any
part thereof, wagered cn each racing date;

{4 five and three-fcurths percent of the next two
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hundred thousand dcllars ($200,000), or amy part 554
thereof, wagered cn each racing date;

{5) six and one-half percent of the next two hundred 555
thousand dollars ($200,000), or any part thereof, 556
wagered on each racing date;

{6) seven and one-half percent of all monies over six 557
hundred thousand dollars ($600,000) wagered on each 558
racing davy.

(b A local privilege tax shall be paid from the amount 559
permitted to be retained by the licensee under Section 3 of this 560
Chapter into the county general fund within the same 48 hours as 56|
above and is computed as followus:

in one-fourth percent of the first fifty thousand 562
dollars (%50,000), or any part thereof, wagered on 563
each racing date;

{2) one-fourth percent of the next one hundred fifty 564
thousand dollars ($}50,000), or any part thereof, 565
wagered con each racing date;

L&) one-fourth percent of the next two hundred thousand 566
dollars ($200,000), cr any part thereof, wagered on 567
each racing date; and

{4) one~fourth percent of all monies over four hundred 568
thousand dollars ($400,000) wagered on each racing 569
date.

"s  169-22. Records; failure to pay tax.--(a) Each licensee 57|
conducting a pari-mutuel system cf wagering shall at all times 572

keep accurate books and records of all monies wagered on each 573
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date of a racing wmeeting and c¢f the amounts paid to the
~ommission. The commission or its duly authorized representative
and the State Auditcr shall at all times have access to the
records for purpose of auditing, examining, and checking and for
the purpose of ascertaining whether or not the proper amount has
heen or is being paid to the commission. The commission may also
require from time to time verified reports and statements of the
total of all monies wagered daily at a racing meeting upon which
the amount to be paid is assessed, and may prescribe formes upon
which the reports and statements shall be nade.

{b) Any licensee failing or refusing to pay the amounts due
shall be gquilty of a misdemeanor. Each date's violation shall
constitute a separate offense. 2 prosecution under this section
Aoes not bar the right of the ccrrission to recover any amounts
dAue in a civil action.

s 169-23. No 1licens

1

or tax required when licensed by

political subdivision.--No license, privilege or excise tax or
racing fee for the privilege cf conducting an extended harness
racing meeting or an extended bhorse racing meeting, or for
conducting the pari-mutuel system of wagering at a meeting shall
be assessed or collected fros any person 1licensed under this
Chapter by any political subdivision of the State of North

Carolina.

" | 69-24. Minors prohibited from engaging in pari-mutuel

wvagering.--A licensee may not knosingly permit any person under
|8 vears of age to be a patron of the péri-mutuel system of

vagering conducted c¢r supervised by the licensee.
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"  169-25. Agents of commpissicn to attend racing meetings.-- 596

The commission shall designate cne cr more of its members or an 597
authorized agent c¢r agents cf the commission to attend each 593
ext ended harness racing meeting and each extended horse racing

meeting licensed by the ccrrission, for the purpose of 599
ascertaining vhether or not any of the provisions of this Chapter 600
or of the rules and requlations of the commission are being 60|
violated, and whether or not the licensee is retaining only the

amount out of wagering receipts provided for in G.S. [69-19. The 602
commissinner or authorized agent cf the commission shall have 603
full and free access to any pcrtion of the space or enclosure

vhere the pari-mutuel or certificate system of wagering is 604
conduc ted, and shall have full and free access to the books, 605

records, machines or paper pertaining to the pari-mutuel systenm

of wagering. 606
"Article 5. 608

"Crimes. 609

" ({69-26. No pari-mutuel wagering without license; use of 63

licensed track for fair.--(a) ©Nothing in this Chapter shall be 64
construed to permit the pari-mutuel method of wagering on harness

racing except at extended harness racing meetings and on horse 6|5
racing except at extended horse racing meetings licensed by the 6}6
commission, Tt is unlawful for ary person to conduct or permit 6}7
the pari-mutuel or certificate method of wagering except in

accordance with the provisions of this Chapter. 618

(b) Anv person holding cr ccnducting, or any person aiding or 69

abetting in the holding or ccrducting of any harness racing 620
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meeting or horse racing meetinrg within the State of North
Carolina at which harness racing or horse racing is permitted for
anv stake, ©purse, ¢prize, premiur or reward, and at which pari-
mutuel method of wagering is permitted, except in accordance with
this Chaoter, is guilty of a felony; each day of a harness racing
meeting or horse racing meeting to be considered a separate and
distinct offense.

() Nothing in this Chapter shall be construed to prevent the
use of the grounds, enclosure cr track of any 1licensee for any
State, county, ‘township, agricultural or 4-8 fair, even though
harness racing or horse racing is conducted provided, that the
pari-mutu=2l system of wagering is not permitted upon the result
of the harness racing or horse racing during that fair.

s 169-27. Entering horses tnder false names.--(a) Whoever

knowingly enters or races any horse in any extended harness
racing meeting or extended horse racing meeting licensed pursuant
to the provisions of this article, under any name or designation
other than the name or designaticn assigned to that horse by, and
reqistered with, the United States Trotting Association, the
Jockey Club, American Quarter Horse Association, or other
governina body recognized by the commission; or

(b)Y Whoever knowinglv aids or abtets, instigates, engages or in
anv other way furthers any act ty which any horse is entered or
raced in any extended harness racing meeting or extended horse
racing meeting, conducted pursvant to the provisions of this
article, under any name or designation other than the name or

designation duly assigned by, and registered with, the United

House LCRH TvV-29

6214

622

623

624

625
626

627

628
629
63]
632
633
634

635

636
637
638
639
640
64}

642



States Trotting Association, or cther governing body recognized 643
by the commission, is quilty of a misdemeanor. 644
" 169-28.  Administering drugs to horses.--Whoever knowvingly 646
administers or conspires to adeinister to any horse entered in
iny race programmed at an extended harness racing meeting or an 647
extended horse racing meeting licensed, pursuant to the 648
provisions of this article, a drug or stimulant or depressant
internally, externallv, or by hypodermric method, or whoever 649
knowingly enters any horse ir any race within a period of 24 650
hours after any hypnotic, inclucing all barbituric acid 65|
prevarations or derivatives, or any narcotic, indlucing opium and 652
all its alkaloids, salts, preparations or derivatives, cocaine
and all 1its salts, rreparaticns, or derivatives or substitutes, 653
or anv othar stimulant or depressant, has been administered to 654
the horse, either 1internally or externally or by hypodermic 655
method, for the purpose of increasing or retarding the speed of 656

the horse in the race, is gquilty cf a felony.

"y 169-29. Devices for altering horses speed.--Whoever shall 658

knovingly use or conspire to use any battery, buzzer, electrical, 659
mechanical or other appliances other than the ordinary whip or 660
spur, for the purpose of stimulating or depressing a horse or 66}
affecting its sveed in any race programmed at an extended harmness

racing meeting or an extended horse racing meeting; or who shall 662
have in his possessicn within the confines of a race track, 663
stables, sheds, buildings or grcunds, at an extended harness 664
tacing meeting or an extended horse racing meeting a battery

buzzer, electrical, mechanical or other appliance, other than the 665
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ordinary whip or spur, for the purpose of stimulating or
devressing a horse or affecting its speed in any race or for the
purpose of selling, giving away or exchanging same, shall be
guilty of a felony. Possessicn of any instrumentalities
enumerated in this section by anyone within the confines of a
race track, stables, sheds, building or grounds at a harness
racing meeting or a horse racing meeting shall be prima facie
avidence of the intention to use said instruments.

"$ 169-30. Transmission of information.--(a) Tt is unlawful
for any person to ransmit or ccsrunicate tc another by any means
the results, changing odds, chart conditions, driver or jockey
changes, or any other information relating to any harness race or
horse race from any harness racing track or horse racing track or
enclosure in this State between the period of time beginning one
hour prior to the first race on any racing date and ending 30
minutes after the posting of the official results of each race as
to that particular race. The commission may, by appropriate
tules and regulaticns, permit the immediate transmission by
authorized radio, television «c¢r press wire of any pertinent
information concerning not more than one feature vrace on each
racing date.

() Tt 1is wunlawful for any person to transmit by any means
racing information to any other person, or to relay the same to
any otter person by word of mwmouth, bty signal or by use of
telephone, telegraph, radio, or any other means, when the
information 1is kncwingly used cr intended to be used for illegal

gamrbling purposes.
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(=) Subsections (a) and (b) of this section shall be deemed an 689
exercise of the police pover of the State for the protection of 690
the public welfare, and safety of the people of the State, and 69|
the provisions of these sections shall be liberally construed to 692
affectuate this purpose. Any person violating the provision of 693
subsections ({(a) or (b) of this section shall be guilty of a
felony.

{d) Nothing contained in this section shall be construed as 694
amending or repealing the ¢grovisions of any other 1la¥ or 695
affecting any rTule of the Rorth Carolina Otilities Commission 696
relating to the regulation of public utitlities and the
furnishing to others of any communication, vire service, or 697
similar service or equirment. Tt is intended that this section 698
shall be supplemental to other laws and a further aid in the 699
alimination of the transmissicn of information for illegal 700
gambling purposes.

"§ 169-3). Political contritutions by licensees prohibited.-- 702

(a) It is unlavwful for the holder of a 1license to conduct an 703
extended harness racing meeting or an extended horse racing 704
meeting to make any contributicn tc any political party or to any 705
candidate for a State, ccunty, tcwnship or municipal office and 706
the commission, upon receipt of evidence of a contribution having 707
been made, shall immediately iritiate the procedure as provided 708
in Article 3 to revoke, in the event the fact of a contribution

is established, anv license issued to the licensee and remaining 709
unexpired.

{b) A licensee from whom a license has heen revoked for a 710
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violation of this section 1is not eligitle to apply for or to
receive a further license under this article for a period of |0
vears.

"§ |69-32. Discipline by racing organizations.--The imposition

of a fine, imprisonment or penalty rrovided in this article does
not precluie any harness racing organization or any horse racing
organization from expelling or otherwise disciplining any menmber
or licensee thereof, as provided by its charter, by-laws, rules
and requlations, or in conformity with the usages and practices
of the turf.
"ARTICILIE 6.
“SPECIAL RACES ANT SPECTAL PUNDS.

n$ ]69-33. Acccunt for North Carolina Bred Horses.--{(a) "The

— s —

Account for North Carolina Bred Horses" will be as follows:
Monies received from harness racing shall go into the harness
racing account. MNonies received from the <+thoroughbred horse
racing shall go into the horse racing thoroughbred account and
monies received fror quarter horse racing shall go into the horse
racing gquarter horse account. Monies received from appaloosa
horse racing shall go into the horse racing appaloosa racing
account. The nonies shall Lte paid out and used only in their
respective accounts. Twenty percent of the monies received in
the harness racing account shall go into a special account called
the "Harness Racing State Fair Acccunt" tc te added to the purses
of the VNorth Carolina trotting and pacing horse association
sponsored races held at the Ncrth Carolina State Fair.

{b) Fach licensee track shall provide for the running of at
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least two races a week conditicred exclusively for two year olds 737
ani up for horses bred and fcr horses bred and foaled in North 738
Carolina. The purses, stakes or prizes to be paid to the 739
winners, second, third or fourth place horses in these races
shall be determined by the commission, acting in conjunction with 740
the racing secretaries ¢f the respective licensee tracks at vhich 74|
the races are held; the purses, stakes or prizes shall be 742
commensurate with the past rerformance, quality and class of 743
horses availatle for the races, ard the conditions of the races,
which shall be determined by the comrmission, and qgiving 744
consideration to the location of the tracks, at which the races 745
are run, and the amount of revenue paid to the State by each 746
respective track.

{c) The winning purse to the ovwner of the winner of “North 747
CTarolina Bred Races" or "North Carolina Bred and PFoaled Races" 748
shall te not less than the minimuer winner's purse provided by the 749
licensee for reqular scheduled races at its track. The purses, 750
stakes or prizes shall be faid by the commission out of the 75|
respective funds in the State treasury to fte known as "The Pund 752
for North Carolina Bred Horses" upon vouchers approved by the 753
chairman and attested by the secretary of the commission. 754

"6 1h9-34. Special races; dates, insufficient horses, excess 756

funds, ailditions to purses.--(a) The dates of the running of the 758

North Carolina bred and VNorth Carolina bred and foaled races 759
shall be determined by the commission in cooperation with each
race track 1licensee, as a part of the duly scheduled racing 760

nrogram of the licensee. The amounts of the pursus, stakes or 76}
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prizes and the conditions cf the races shall te determined in
sufficient advance time tc permit the 1licensee to include the
conditions, purses, sStakes or prizes in its stake and condition
book s.

(b) In the event the faces do not attract sufficient North
Carolina bred or Ncrth Carolina bred and foaled horses, the
commission may cancel the race c¢r races, and the purses, stakes
or orize money offered for the races cancelled shall be retained
in the fund of the State Treasury known as "The Fuand for North
arolina Bred Horses™ until the end of the calendar year. In the
event the commission cancels the race or races it shall notify
the track licensee in time to permit the licensee to schedule a
substitute race.

{c) Any funds accumulated in "The Fund for North Carolina Bred
Horses" in excess of five hundred thcusand dollars ($500,000)
shall be transferred to the Gemeral Fund. In the event that, at
the close of the racing season in any calendar year, there remain
in "The Fund for North Carolina Fred Horses" any funds which have
been placed in the fund in the previous calendar year and not
used for purses, stakes or prizes during that year, those funds
shall be transferred to the General FPund.

{1) The track licensee pay add to the purses, stakes or prizes
offered by the commission in any "North Carolina Bred Races"™ or
"North Carolina Bred and Foaled Races". The commission may
prescribe a nominating or starting fee for "North Carolina Bred
Races'" anil "North Carolina Bred and Foaled Races" but in no event

shall the fee exceed twc hundred fifty dcllars ($250.00) for each
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antrv. The fee vprescribed shall be paid to the winner of the
race in addition to the purse awarded to the winner. 78]

s 169- 35, Eligibility for special races.--(a) A foal shall 783

be eligible for the "North Carclina Bred and Foaled Races"™ 1if 784
conceived and foaled in the State of North Carolina excepting 785
thoroughbreds foaled in the State of North Carolina. The
commission shall provide for the registration of such foals, and 786
a horse may not compete in these races unless registered with the 787
commission. The commissicn ®ay prescribe such forms as are
necessary to determine the eligikility of the horses. 788
{b) R foal shall be eligible for the "North Carolina Bred 789
Paces™ only if born from a mare bred in North Carolina, and sired 790
bv a stallion standing for service at and within the State of
North Carolina at the time of the foal's conception, which 79)
stallion d4id not stand for service at any place outside the State 792
of North Carolina during the calendar year in which the foal was 793
conceived. The comrission eay prescribe such forms as are
necessarv to determine the eligitility of the horses. 794

"5 169-36. Investigations to determine eligibility for special 796

races.--(a) 1In order to deterwine the eligibility of foals for 797
"Wor+th Carolina Bred Races", and "North Carolina Bred and Foaled 798
Races" the commission may appoint an executive assistant and an 799
investigator, both of whom shall serve at the pleasure of the 800
commission and whose compensation shall be determined by the
commission.

(b Th2 salaries and expenses of the executive assistant and 80|

investigator shall te paid out of "The Fund for North Carolina 802
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Rred Horses". The powers and duties gof the investigator shall be
nrescribed by the rules and regulations of the commission. The
findings of the investigator with respect to the eligibility of
any foal or horse shall be reported to the commission and in
writing to the hreeder of the foal or horse.

{c) If any perscn is aggrieved at the finding, he may request
a hearing before the cowmmission in writing within |5 days of

receirt of the finding, and the commission shall hold a hearing
with respect to the eligibility ir the manner provided by this
article. The finding and order c¢f the commission shall be final
but subject to review as provided in G.S. —---.

"s  169-37. North Carolina Furd for County Fairs.--(a) Punds

deposited in the accounts known as the "North Carolina Pund for
County Fairs" as set fcrth in Article 2 of this Chapter shall be
distributed annually ¢n or befcre the first day of March,
beginning in the calendar year as of the beginning of which
monies in the "North Carolina Fund for County Pairs®™ first
aggreqgate a minimum of one hurdred seventy-five thousand dollars
($175,000), and in each year thereafter as follows:

IeD) To each county fair association or agricultural
society and to each county 4-H club or association
conducting an arnual fair, a minimum sum of three
thousand dollars ($3,000) annually to be used or
prorated to the arount of monies available in the
"North Carolina Pund for County PFairs®™ for the
general overations of the fairs.

{2) In the event that the monies available in any year,
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commencing with the year in which the distributions
provided for in this section are first made, shall
be either more or less than that required to carry
out the provisions of this section, the monies
available in the "North Carolina Fund for County
Fairs" shall be prorated to the items set forth in
this section.

County fair associations or agricultural societies
and county 4-H clubs or associations participating
under this section shall, on or Dbefore the
fifteenth day of January in each vyear in which
monies are to be distributed, make application for
participation in the distribution to the commission
in such manner and form as the commission may
require. The compission shall rromptly notify each
applicant of the amount of the distribution, if
any, vhich will be made to it.

A1l funds distributed under this section shall be
refunded to the treasurer of State for «credit to
the ™"North Carolira Fund for County Fairs", to the
extent that they are not wused by the respective
distributees in the year in which distributed.

The coemmission shall prcvide forms for application
for distribution fursuvant to this section and shall
prescribe such rules and regulations as may be
necessary for carrying out these provisions. The

commission may make investigations as are necessary
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to determine the wvalidity of any claiams and
applicaticns fcr distritution of monies and the
propriety of the use of monies distributed by the
various recipients.

{b) Any county fair association or agricultural society or
county U4-H club or associaticn which uses the monies distributed
under the provisions of this chapter for any purposes other than
those provided herein shall not be eligible to receive
Aistribution from the "North Carolina Fund for County PFairs"™ for
a period of two vears after the misuse of the monies occurs.

{c) In order to be deterrired to be conducting a harness or
horse race meeting during its annuval fair for purposes of this
chanter, any county fair association or agricutural society or u4-
H club or associaticn must <schedule and promote and actually
conduct, unless prevented frcr doing so by inclement weather or
other reasons beyond its ccntrcl, at least six separate races, or
events, during that fair."

Sec. 2. G.S. (4-289 is amended by adding the following
sentence at the end thereof: "As used in this Article, the word
'lottery' does not irclude vpari-mutuel wagering conducted in
accordance with the provisions of G.S. Chapter {69."

Sec. 3. G.S. 14-292 is amended by adding the follovwving
lanquage and punctuation after the word "chance® and before the
word "at":", other than pari-rutuel wagering conducted 1in
accordance with the provision of G.S. Chapter 169,".

Sec. 4. There is appropriated from the general fund of

the State of Worth Carolina fcr the (979-8) tiennium the sum of
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seventy-five thcusand dollars ($75,000) for the North Carolina 87|
racing commissicn tc administer the provisions of this article. 872
The seventy-five thousand dcllars ($75,000) shall be repaid to 873
t he general fund of the State c¢f North Carolina out of the 874

proceeds collected under the prcvisions of this act.
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Tentative Estimates of Economic Benefits
To North Carolina Economy From A System of

Legalized Pari-Mutuel Horseracing

Dave Crotts
Fiscal Research Division
December 18, 1978



I. Background

At its March 31, 1978 meeting the Legislative Research
Commission's Committee on Horseracing directed the Fiscal
Research Division to develop some information regarding the
potential economic benefits to the North Carolina economy
from the establishment of a system of legalized pari-mutuel
horseracing. The objective of such a study would be to give
the Committee an idea of the types of economic benefits as
well as some feel for the magnitude of such benefits. These
data, along with other data and arguments, would then be
considered by the Committee in their discussions about
whether to recommend the legalization of pari-mutuel horse-
racing to the 1979 General Assembly.

II. Assumptions

If the proposed legislation were ratified by the General
Assembly it is likely that one or more local areas would
allow the establishment of a privately-financed racetrack.

In order to calculate the economic benefits it was necessary
to make some assumptions regarding the number and location

of tracks throughout the State. Although it would undoubtedly
be a number of years before such tracks would be fully
established, even if the 1979 General Assembly were to

approve pari-mutuel betting, we have assumed all tracks

would be operational in 1980. This assumption will enable

us to calculate full year economic benefits in dollars that
are fairly current. The assumptions regarding the number

and location of the tracks, the seating capacity at each

track, and the timing and length of the racing season



are actually educated guesses. These guesses were made
after reviewing extensive data on all the other tracks in
the U.S. and Canada, and the unique characteristics of the
North Carolina population, climate, and interest in horses.
These aésumptions are not based on any particular knowledge
of potential investment interest in horseracing in certain
areas or any special expertise in the establishment or
operation of tracks. To the extent that a reader wishes to
change the assumptions, the magnitude of the economic
benefits would change.

(A) Location of Tracks

In making assumptions as to the number and location of
tracks we were guided by the nature of the population
distribution in various areas of the State as well as the
current distribution of interest in horses, as indicated by
a December 31, 1976, census of horses compiled by the
various county extension officers around the State for the
Animal Science Department at North Carolina State University.

Even though North Carolina's population is fairly large
(estimated at 5.7 million for 1979) the population of its
largest city, Charlotte (296,780 in 1976), exceeds the
population of the largest city in only 14 other states.

Also, even though a large percentage of the State's population
is concentrated in the Piedmont Crescent (1.9 million persons
in Piedmont Cresent counties and an additional 1.3 million

in surrounding counties) stretching from Raleigh to Charlotte,
this concentration is spread over a 175 mile distance. The
population in the Piedmont is fairly well dispersed among

more than one large city and many medium-sized cities. This
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characteristic is different from the concentration of popula-
tion in most other states into one or two major cities, ox
in a small handful of cities in a "strip" (such as the
heavily-urbanized mountain valleys in the Western U.S.). A
final consideration is the shape of the population concen-
tration - a "crescent" instead a "strip". This shape,
coupled with the dispersion of population from Raleigh to
Charlotte, would suggest the economic feasibility of one
major racetrack to serve the whole Piedmont Crescent. This
track would probably be centrally located in the Guilford-
Forsyth area and could even be located to the South of the
Crescent. These geographical considerations have influenced
the location and expansion decisions of many private and
public enterprises, including the Greensboro Coliseum, the
State Zoological Park near Asheboro, and the currently
discussed sports facility.

Another reason for assuming the location of a major
track in the Piedmont is the considerable interest in horses
in this region, compared to other regions of the State.
While a number of mountain counties have a large horse
population, the physical mountain barriers, the lack of a
developed interstate highway system, and the lack of a large
population base in this region would seem to argue against
the establishment of a major track in this part of the
State. However, the concentration of interest in horses in
the areas around Buncombe County, as well as the amount of
tourism in the area, suggests some possibility for a track
in this area at some date in the future. In this study we

did not assume such a track.




In looking at the other areas of the State we re-
arranged the December 31, 1976 horse census data to fit
standard Mountain-Piedmont-Coastal Plain arrangement of
counties within the State. Under this new arrangement the
Piedmont area had 94,120 horses, or 63.2% of the statewide
total of 148,808. The Mountain counties had 29,128 or
19.6%. Thirty-six percent (36%) of the Piedmont horses are
located in the 11 counties forming the Piedmont Crescent.

If Randolph and Johnston Counties are added, this percentage
increases to 50%. Thus, the horse population in North
Carolina bears a close relationship to the human population,
and the concentration of both in the Piedmont Crescent of
the State would seem to justify the assumption of a major
track in this area.

Another possible location in North Carolina would be
the Elizabeth City area. Not only is there a considerable
amount of interest in this area, but the area has a great
deal of tourism, particularly from Virginia residents, and
a substantial population base in the nearby Norfolk area.
The estimated 1980 population of the area within an hours
driving time of this track would be over 1 million, with
more than 800,000 persons being in the Norfolk area. Since
Virginia does not have legalized horseracing, a track in the
Elizabeth City area might draw horses and bettors from all
over Southeastern Virginia.

Another location might be the Sandhills area. The area
around Pinehurst and Southern Pines is a prime wintering
ground for racehorses and show horses. One of the major
races on the East Coast is held every year in April at
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Stoneybrook. There are a number of wealthy retirees living
in the area, as well as wealthy families from the Northeast
and Upper Midwest who spend their winters in the Sandhills.
The area has a large number of excellent golf, tennis, and
horseback riding facilities that draw people from all over
the State. Good lodging and dining facilities are located
throughout the area. The existence of good accommodations
and recreational facilities would seem to complement a
night-racing schedule in the same area. On the other hand,
if interest in a long season is not forthcoming, perhaps a
couple of major races could be held each year, possibly in
conjunction with other equestrian activities.

The fourth possibility for racetrack facilities is the
State Fair. Each year the State Fair draws over 650,000
persons to the Fairgrounds over a 9-day period. Located at
the Fairgrounds is a dirt racetrack for cars. Alongside
this track on the South side is a partly-covered set of
stands with a seating capacity of 4,000. It would seem
possible that this existing facility could be converted to a
small to -medium-sized horseracing facility. The running of
horseracing during State Fair week is fairly common throughout
the U.S. Such a set-up would assure a high degree of usage
of the facilities during Fair week and would provide many
individuals, particularly those located in the far Eastern
or Western parts of the State, with their first exposure to
horseracing. For many other persons it might be their only

exposure during the year.



(B) Size of Facilities

The next step in the analysis is to make some assump-
tions regarding the size of the seating facilities located
at each track. Such assumptions, along with assumptions
about the number of annual racing days, are necessary for
deriving an estimate of annual attendance.

Due to the large population base in the Piedmont Cresent
it seems reasonable that a rather large facility could be
supported, particularly if the season is fairly short. On
the other hand the lack of any extremely large metropolitan
areas in the Piedmont would seem to argue against any
supertracks as those in other states. These supertracks
have capacities ranging up to 42,000 with many in the
18,000-and-above category. A capacity of 10,000 - 15,000
would seem more reasonable for the Piedmont. For the purpose
of this study we have assumed a 12,000 seat facility.

In the Elizabeth City area, the lack of a large metro-
politain area with a very short driving distance of the area
and the rural nature of the area surrounding the track would
suggest the need for a medium-sized track. This area of the
State does have a considerable amount of tourism and outdoor
recreation activity, particularly from Virginia. While
tourism is concentrated during the Summer, outdoor recreation
activities (such as hunting and fishing) are important
during the Spring and Fall. The fairly close proximity to a
major population center and the three-season tourism and

outdoor recreation leads us to assume a 8,000-seat capacity.



The establishment of a horseracing track in the Sand-
hills area would probably involve the modification of existing
facilities. Since it is possible that such a facility would
only be used a couple of days per year, we have not calculated
the economic impact of this track.

Finally, there is the State Fairgrounds facility. At
present there is seating on one side of the dirt track for
4,000 persons. Such a facility could be expanded but due to
the short timespan for the Fair and the possible competition
from any other tracks in the Piedmont area, we feel it is
possible that there might not be an enlargement of the
present facilities.

(C) Length of Season

In order to come up with some reasonable assumptions
regarding the length of the racing season we reviewed
carefully the data on all the tracks in the U.S. and Canada.
These data include seating capacity, season timing and
length, track location, attendance, and dollar volume of
betting. The data are contained in the 1978 edition of the

American Racing Manual. For each track listed in the

manual we also considered such things as the population and
economic base near the track, the distribution of the
population, the existence of nearby tourist attractions, and
climate. We also talked to knowledgeable people around the
State about the seasonal potential, considering tracks in
the Northeast U.S. and in Florida. These discussions and
the data suggest the potential for scheduling events in the

Spring and Fall, thus falling between the Summer season in




the Northeast and the Winter season in Florida. With such
seasonal timing, North Carolina might be able to attract the
horseracing throngs moving from the Northeast to Florida and
vice versa. It is even possible that some of the horseowners
located in the Northeast would make North Carolina their
permanent base of operation so that they could avoid some of
the undesirable features of a base in the Northeast.

For the same reasons that the track in the Piedmont
Cresent is likely to be large, it is likely that a larger
season could be supported. We have assumed a 45-day racing
season in both the Spring and Fall. Of course the 45-day
racing season could be spread over a 6%-9 week period,
depending on weekly race frequency. For the Elizabeth City
tracks we assumed two 30-day seasons. For a State Fair
facility we have used a ten-day season, i.e. a race every
evening and the night before the official opening of the
Fair.

(D) Attendance

Based on the assumptions developed above we then looked

to the attendance data on other tracks, as contained in the

American Racing Manual. We reviewed the data two different

ways: (1) we adjusted the data for tracks with different
characteristics (seating capacity, season length, population
and economic base): (2) we used the actual data for track
situations similar to those assumed for North Carolina.
Based on this analysis we have estimated the following

attendance data for each track.



|

Estimated 2

Capacity Assumed Estimated Annual Estimated |
Track Loc. Utilization Seating Daily Race Annual
Factor Capacity Attendance Days Attendance;
Piedmont Area .50 12,000 6,000 90 540,000
Elizabeth City .60 8,000 4,800 60 288,000 }
State Fairgrounds 1.30 4,000 5,200 10 52,000
Statewide Total .63 24,000 5,400 162 880,000

(E) Betting
Estimates of the amount of betting per attendee were |
made after reviewing the same track data in the American

Racing Manual. Special attention was given to income levels

of the population base as well as the cost of living in [
other areas of the U.S. and Canada. The analysis of these F
data lead us to conclude that the betting behavior at the

hypothesized tracks would be as follows:

Estimated Estimated

Estimated Betting Betting Estimated

Annual Per Attendee Per Attendee Annual
Track Location Attendance (1977 Dollars) (1980 Dollars) Betting |
Piedmont Area 540,000 S 90 S 112 $60,480,00
|
Elizabeth City Area 288,000 80 100 28,800,00
State Fairgrounds 52,000 80 100 5,200,0é
Statewide Total 880,000 $ 83 S 107 $94,480,0&

II. Ecomonic Benefit Analysis E

Now that we have developed estimates of the dollar |
volume of betting under our assumed system of horseracing,
we can estimate the impact of this economic activity on the |

State's economy.




(A) Tax Revenue

In the bill presented to the Commission at its March
31, 1978 meeting is a provision that establishes a statewide
privilige tax as follows:

50% of all the breaks on all wagering on each racing
date; plus

2 3/4% of the first $50,000 of wagering on each racing
date; plus

4 3/4% of the next $150,000 of wagering on each racing
date; plus

5 3/4% of the next $200,000 of wagering on each racing
date; plus

6%% of the next $200,000 of wagering on each racing
date; plus

7%% of all of the wagering on each racing date above
$600,000.

In addition, a local privilege tax on one-guarter of one
percent (%%) 1s levied. It is assumed for the purpose of
this study that the statewide and local special privilege
license tax 1is a replacement for the current privilege
license tax on amusements.

We have calculated the State and local privilege tax

from the estimated amount of wagering as follows:

Estimated
Estimated Assumed Average

Annual Race Wagering

Track Location Wagering Days Per Racing Day

Piedmont Cresent $60,480,000 90 S 672,000
Elizabeth City Area 28,800,000 60 480,000
State Fairgrounds 5,200,000 10 520,000
Statewide Total $94,480,000 $ 97,252



Daily Daily Annual Annual

State Local State Local
Privilege Privilege Privilege Privilege

Track Location Tax* Tax Tax Tax

Piedmont Cresent $ 40,792 $ 1,680 $ 3,667,680 $ 151,200
Elizabeth City Area 26,880 1,200 1,612,800 72,000
State Fairgrounds 29,620 1,300 296,200 13,000
Statewide Total $ 97,252 $ 4,180 $ 5,576,680 $ 236,200

* Breakage assumed at .7% of total wagering.

As you can see the estimated State privilege tax
collections are almost 6% of the estimated betting amount.
This percentage is very close to the average nationwide
effective tax rate.

In addition to the State and local privilege tax
revenue there would be miscellaneous tax revenue (sales tax,
license, registration, etc.) equal to an estimated .4% of
total handle. This represents an annual amount of $378,000.

(B) Track Profits

Article IV of the proposed bill specified that 17% of
the total handle shall be returned by the licensee. This
amount would be $16.1 million. Assuming prize money of 5%,
this leaves 12% of the total handle as net operating income,
or $11.3 million.

In a similar study in Tennessee it was estimated that
other sources of track income would be as follows:

Breakage (50% of 1.7% of total handle) $ 803,080

Admissions ($1.00 per capita) 880,000

Parking (2.5 persons per car, 40¢ per capita) 352,000

Food and beverage (net of 50¢ per capita) 440,000
Programs and tip sheets (37.5¢ per capita) 330,000
Miscellaneous (1.5¢ per capita) 13,200

Total $2,818,000
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Combining the net operating income and the other income
amount yields $14.1 million. Assuming a 15% profit margin,
profits would amount to $2.15 million per year.

(C) New Employment and Wages

Data from financial reports on tracks in some other
states show wages paid to full-time and part-time track
employees to be roughly 2.5% of total handle. Using this
percentage for North Carolina yields an amount of $2.37
million. In addition to this primary employment there will
be a secondary multiplier effect on employment throughout
the State. Based on a review of a number of regional economic
studies in the U.S., we conservatively estimate this factor
at 1.5. This means that the full effect of employing an
additional employee is actually equal to that of employing
1% additional persons. Thus, the additional wage payments
generated by the additional employment at the race track is
estimated at $3.55 million.

(D) Tourism and Tourist Spending

The Tennessee study, done by the nationally-recognized
economic consulting firm of Economic Research Associates,
refers to a number of economic impact studies done in other
states. Most of these studies were done on an ex post facto
(after the fact) basis. From these studies the firm concludes
that 16% of the attendance at racetracks is from tourists
outside the area. Using this percentage yields an estimated
140,800 in new tourists. The daily expenditures made by

these tourists include not only the betting amount ($150)



per day but expenditures for food, lodging, etc. Back in
1973 the State Division of Travel and Tourism did a study
that found that the average per capita expenditures by
tourists for these items of $46.96. Updating this amount
for inflation to 1980 yields an amount of $82.79 per capita.
Adding this amount to the net amount of the betting would
give us $182.79. Applying this amount to the 140,800
tourists provides an estimate of the additional tourist
dollars of $25.7 million. One can see that the economic
benefits from tourism far outweigh the other types of economic
benefits.

(E) Race Horse Breeding and Training

A final form of economic benefits from the establishment
of a system of horse racing is the development of breeding
and training facilities for race horses. As we mentioned
earlier in the report, if there were a sufficient racing
volume in the state at the right times during the year,
owners and managers may be inclined to set up their home
base in North Carolina. A related benefit is the increased
investment in farms and stock.

Even after the establishment of tracks it may be a
number of years before these benefits accrue to the State.
Also, it is impossible at this point to predict, with any
degree of accuracy, the total dollar benefits.

(F) Summary
Below is a table showing the economic benefits outlined

above and the dollar magnitude, where available:



Types of
Economic Benefit

State Privilege Tax
Local Privilege Tax
Track Profits

New Wages

Tourist Spending

Development of Race
Breeding Industry

Total

Revenue

Revenue

Horse

Estimated Magnitude
of Economic Benefits
($ Million of 1980 Dollars)

25.7

no estimate

S 37.4 or more









