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LEGISLATIVE ANALYST

* CALIFORNIA’S PARTMUTUEL HORSE RACING TAX
~ TESTIMONY TO SENATE AND ASSEMBLY COMMITTEES ON
GOVERNMENTAL ORGANIZATION
DeceMBER 5, 1984
You HAVE ASKED US TO PRESENT YOU WITH TESTIMONY PEGARDING THE
STATE'S PARIMUTUEL HORSF RACING TAX, IN PARTICULAR, YOU HAVE ASKED US TO
COVER FOUR TOPICS:
@ FIRST, WHAT THE PARIMUTUEL HOPSE RACING TAX IS AND HOW IT IS
LEVIED,

@ SECOND, THE AMOUNT OF REVENUE WHICH THE TAX PRODUCES.

® THIRD, AMY PROBLEMS WHICH WE SEE REGARDING THE PRESENT STRUCTURE
OF THE PARIMUTUEL HORSE RACING TAX, ESPECIALLY WITH REGARD TO
SMALL RACING ASSOCIATIONS, AND

© FOURTH, THF REVENUE EFFFCTS OF A UNIFIED LICENSE FEE SCHEDULE
DEVELOPED BY THE STAFF OF THE ASSEMBLY COMMITTEE ON GOVERNMENTAL
ORGANIZATION, INCLUDING THE EFFECTS WHICH THIS SCHEDULE WOULD
HAVE HAD ON FACH RACING ASSOCIATION IN CALIFORNIA HAD IT BEEN IM
EFFECT DURING 1984,

[N DISCUSSING THESE TOPICS, WE WILL BE MAKING PEFERENCE TO THE 25
INDIVIDUAL PACING MFETS WHICH HAVE BEEN CONDUCTED IN CALIFORNIA DURING THE
PAST YEAR, THESE MFETS ARE IDENTIFIFD IM TABLE 1, ALONG WITH THEIR DATES,
THFIR NIMBFR OF RACING DAYS, AND THEIR TOTAL AND AVERAGE DAILY VOLUME OF
PARIMUTUEL WAGERING, THE TABLE SHOWS THAT $2,1 BILLION OF WAGEPING
OCCURPED IN CALIFCPMIA DURING THE PAST YEAR, OR AN AVFRAGE OF ABOUT $2,2

MILLION FOR EACH OF THE STATE'S 940 “RACIMNG DAYS.” ABcUT 80 PERCENT OF
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TAELE 1
SURRARY DATA FOR CALIFORNIA HCRSE RACING MEETINGS DURING 1984

aNg

KEET TYPE a¥D LOCATION RACING DATES RACING DAYS TOTAL MAGERS EXOTIC WAGERS AVERAGE DAILY WAGER
(%) ) W
A. THOPOULHERED RALIAG EETS
| ACIFIC R6CING ASSOCIATION 2/7/84 70 5/6/94 b6 132,290,986 58,193,692 2,004,409
2 TACGRAN TACING ASSH. (ALEANY) 5/9/84 TO 6/24/84 » 78,315,531 35,293,691 2,175,431
3 DEL MR (LUE 7/2/84 10 9/12/84 3 < 142,774,149 §4,087, 525 3,320,329
4 BAY REANUS ASSN, 10/26/83 10 2/6/84 72 150,214,087 70,149, 00t 2,068,307
5 HOLLYAOD FARK (WINTER) 11/16/63 T0 12/24/83 0 123,622,713 85,411,134 4,127,757
6 TONFCRAK PALIMG ASSK. (SAN NATED) 9/16/04 10 10/15/34 Fed 41,214,590 17,304,935 1,673,390
7 Cik TREE RAG NG A3SN, 10/3/34 10 11/5/84 27 133,614,529 55,735,959 1,948,485
8 HOLLWOCD Piik (SUHAR) 4/25/88 10 7/23/84 67 344,679,200 196,358, 265 5,147,451
9 LOS ANGELES TURF (LUK 12/26/83 10 4/23/84 9 501,554,814 214,541,095 5,511,591
SURTOTALS, THIEDUCHIRED NEETS 454 1,648,690,599 777,885,398 3,631,477
B. QUARTER 4HD HAFNTSS MEETS
10 WESTERY HAUNESS RACING 1/15/84 T0 4/28/84 75 67,711,780 41,360,734 992,824
N 11 GOLDEW STAIT RACING ASSH. 5/2/84 10 7/28/84 5 12,492,905 7,108,618 231,350
12 HORSEMEN'S GUARTER HORSE 11/8/83 10 1/17/84 80 56,167,674 30,221,411 936,128
13 PEMWINSILA 2/23/84 10 4/29/%4 [t 29,490,122 13,027,225 891,819
. 14 LOS ALAHITCS RACE COURSE 5/1/84 0 8/15/84 92 99,399,744 46,223,672 1,080,432
SUKTOTALS, GUARTER AKD HARNESS MEETS 3 265,242,225 137,861, 660 803,825
C. FAIRS AUD HIXED RACING MEETS
15 ALMEDA CO. FAIR b/26/84 10 7/3/84 13 20,192,530 8,167,058 1,553,272
16 $.ANSCC FAIR 5/10/94 10 5/22/84 12 14,311,437 7,630,649 1,192,620
17 SCtaa 0. FAIR 7/23/84 10 6/5/B4 13 15,332,904 5,907,333 1,179,454
18 SaM J0AQ. CO. FAIR B/7/84 10 8/19/64 12 8,905,595 3,641,441 749,216
19 HUSEOLDT COUNTY FAIR 8/9/84 T0 B/18/34 9 1,301,753 451,644 144,639
20 CAL EX°0 SIATE FAIR 8/21/84 T0 9/3/84 " 10,458,027 5,199,345 781,248
21 SAN HATED CO. FAIR 9/1/84 10 9/15/84 13 21,453,823 8,433,174 1,650,294
22 LA, CENTY FATR 9/13/84 10 9/30/84 18 33,925,000 18,529,75 2,162,500
23 FRESND DISTXICT FAIR 10/8/84 10 10/20/84 1 7,576,051 3,214,453 493,732
20 ORAME COmTY 10/22/84 10 11/5/84 13 15,732,178 6,972,541 1,213,148
S VALLEY RACING ASSH. 5/4/84 10 6/18/84 28 13,125,349 5,794,832 456,798
SUBTOTALS, FATRS & MIXED MEETS 156 167,516, b46 73,938,858 1,073,825
TOTALS, ALL RACING MEETS 941 2,081,469,470 989,705,916 2,214,329




THIS WAGERING WAS AT THORQUGHBRED MEETS, O PFRCENT WAS AT QUARTER HORSE
MEETS, 3 PERCENT WAS AT HARNESS HORSE MEETS, AND 8 PERCENT WAS AT FAIRS AND
MIXED PACING MEETS,
A, DESCRIPTIVE OVERVIEW OF CALIFORNIA’S PARIMUTUEL WAGERING TAX
CALIFOPMIA’S PARIMUTUEL WAGERING TAX IS A PERCENTAGE-TYPE TAX WHICH
IS LEVIED ON A DAILY BASIS OM THE DOLLAR VOLUME OF BETTING AT THE STATE'S
RACETPACKS, ACTUALLY, THE WAGERING TAX IS BUT ONE COMPONENT OF A LARGER
STATUTORILY-SPECIFIED PFRCENTAGE “TAKENUT” FROM EACH WAGERING DOLLAR, WHICH
IS DISTRIBUTED IN VARYING PROPORTIONS BETWEEN THE STATE, THE RACING
ASSOCIATIONS WHICH CONDUCT RACING MEETS, AND THE OWNERS OF RACING HORSES
WHO WIN PURSES, THE WAGERING TAX COMPONENT OF THIS “TAKEOUT” IS

TECHNICALLY REFERRED TO AS THE STATE PARIMUTUEL LICENSE FEE,

IN PRINCIPLE, THE LICENSE FEE IS SIMILAR TO THE STATE'S SALES AND
LISE TAX AND QTHER TYPES OF TAXES THAT ARE LEVIED OM AN “AD VALOREM"
PERCENTAGE BASIS. HOWEVER, THE PARIMUTUEL LICENSE FEE "STANDS ouf" FROM
MOST OTHER TAYES BECAUSE OF THE WIDE RANGE OF TAX PATES WHICH APE USED,
THESE PATES DEPEND ON SUCH FACTORS AS THE TYPE OF HORSE RACING OCCURRING

(E.G., THOPOUGHBRED VERSUS HARNESS VERSUS QUARTER HORSE VERSUS FAIR MEETS),
THE SPECIFIC GEOGRAPHIC LOCATION OF MEETS, AND THE TYPE OF WAGERING BEING
DONE (1.E., CONVEMTIONAL WIN-PLACE-SHOW WAGERING VERSUS “EXOTIC" WAGERING,
SUCH AS EXACTAS, DAILY-DOURLES, AND “PIck-6"),

TARLE 2 SUMMARIZES CALIFOPMIA’S PARIMUTUEL LICFMNSE FEE PROVISIONS
AMD TMDICATES WHICH OF THESE PPOVISIONS APPLIED TO EACH OF THE STATE'S 1984
PACING MEETS LISTED IN TABLE 1, TABLE 2 INDICATES THAT:
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Tvpe of tiet A0t

Thorowublired racing rects vhone a rect's total
wengering exceecs 330 miliien

Thoroushtred racing rrote vhere a 1iet's rotal
vogerira is less than %750 millicn, and neets
where total weoering exceods 250 millici which
are the cshorter-portice of a split riet

nuarter horee reets which conductest racing meets
in the rorthem zene prior to Jaruny 1, 1979

lamess horse reets condurted dina single
continuous pericd prioe te January 1, 1970

bamess or ouarter horse mets for which special
schedules do not apiear elsevhere in the law

Cuarter horse neets concucted in the southem

zone in the davtine prigr to January 1, 1979,
and conducted thereafter at nicht

Unless otherwise provided, any fair neet, mule
racina, or quarter or hamess horse meet run at
the Cal Expa track, whose average daily wagering
is 650,000 or less

Unless otherwice specified, fair neets (including
the Cal-Expe and State Fair mret) ot which average
daily weoering exceeds 650,000

Fairs located in Alweda, Solana, San Jaquin and
Sonama Counties vhich conduct any racing on the .
same days as any other racina meet within 100 rriles

Fair reets conducting racing during the daytire
since January 1, 1979 and who thereafter conduct
their racing at night

AN fairs

-

Daily License Fee Provisions'

5.7% of total wegering plus 1.75% of exotic wegering.

4.8% of first $2 million total vagering plus 6% of any additional wacering;
1.75% of exotic wagering. However, total fee cannot exceed 5.1% of total
warering plus 1.75% of exotic wagering.

1.5% of first $550,000 total wagering plus 2.75% of the next $200,000 total
veqering plus 4.75% on any additional wagering; 1.75% of exotic vagering,
However, total fee cannot exceed 3.8% of total wagering plus 1.75% of exotic
wagering. '

1.5% of the first $1 million total wacering plus 10.7% of any additional
wanering; 1,75 percent of exotic vagering, Hovever, total fee cannot exceed
3.047 of total wagering plus 1.75% of exotic wagering.

2.5% of the first $550,000 total wagering plus 5.5% of the next $200,000

total wagering plus 4.7% of any additional wacering; 1.75% of exotic wagering.
However, total fee cannot exceed 3.8% of total wagering plus 1.75% of exotic
vagering.

Uses the preceding fee schedule with the following adjustment: for each 1%
that an association's average daily wagering in 1981, during the period fram
its neet's start to Decerber 25, and for a Tike perioed for five meetings there-
after, falls belew its 1980 average daily wagering during the same period, the
dollar license fee shall be reduced by 27.

1% of first $300,000 total wagering, with the marginal tax rate on any addi-
tional wagering increasing by 0.5% for each $50,000 cr less of additional
wagering, up to a maxinum rate of 4% on wagering above $550,000. Mo separate
tax on exotic vagering.

3.65% of total wagering plus 1.75% of exotic vegering.

2.927 of total wagering pius 1.75% of exotic wagering.

2% of first $1.5 million of total wegering plus 7.52% of any additional
wagerings 1.75% of exotic wagering., However, total fee cannot exceed
2.92% of total wagering plus 1.75% of exotic wagering.

Special 1% levy on total wagering in addition to the above levies, to be
directly deposited into the Fair and Exposition Fund.

a. Data shown applies to Califormia racing meets conducted between October 1983 and Decenber 1984.
b. In addition to the levies shown atove, an additional 1 percent license fee on daily exotic wagering was required for wagering which occurred between August 1, 1983 and July 1, 1984,

Y

Specific Mwets Rffected

Los freeles Turf Club {Santa Anita), Hollwood
Park (Winter neet)

Hollywood Fark (Sumer reet), Bay Meadaws Racing
Association, Pacific Facing Association, Tanforan
Racing Asseciaticn (Alhany ard San Mateo), Del
Mar Thoroughbred Club, Oak Tree Racing Asscciation

Peninsula Horse Recing Association

Hestem Hamess Racing Association

Los Alamitos Race Course

Horsaren's (Quarter Horse

Golden State Racing Association, Valley Racing
Association, Humboldt County Fair

San Joaquin County Fair, Cal-Expo and State Fair,
San Mateo County Fair, Los Angeles County Fair,
Fresno District Fair

Alameda County Fair, Solano County Fair, Soname
County Fair

Crange County Fair

A1l fairs



i ® THE OVERPALL LICENSE FEE STRUCTURE USFD IN CALIFORNIA IS EXTREMELY
COMPLICATED, FOR EXAMPLE, DURING 1984 TEN DIFFERENT FEE
SCHENULES WERE UTILIZED FOR THF STATE'S 25 RACING MEETS, IN
ADDITION TO SEPARATE PROVISIONS FOR SPECIAL LEVIES TO SUPPORT
FAIRS AND A TEMPORARY SURCHAPGE ON EXOTIC WAGEPING,

® THERE APPEARS TO BE NO DISCFRNABLE RELATIONSHIP BETWEEN MANY OF

THESE DIFFFPENT SCHEDULFS, FOR EXAMPLE, SOME USE A FLAT TAX
RATE, SOME USE A PROGRESSIVE TAX RATE STRUCTURE, AND ONE EVEM
USES A REGPESSIVE TAX RATE STRUCTURE ONCE THAT A SPECIFIED DAILY
WAGERING VOLUME IS REACHED,

® THESE RATE SCHEDULES ALSO RESULT IN SIGNIFICANT DIFFERENCES IN

EFFECTIVE TAX RATES ON WAGERING FOR DIFFEREMT MEETS, FOR

‘ EXAMPLE, FOR THE ‘MEETS LISTED IN TABLE 1, LICENSE FEES AS A
PERCENT OF TOTAL WAGFRING ARE 6,1 PERCENT FOR ALL MEETS COMBINED,
BUT RANGE FROM NEARLY 6,6 PFRCENT FOR THOROUGHBRFD MEETS COMBINED
TO ONLY 3,3 PERCENT FOR HARNESS MEETS COMBINED, THE SPREAD IS
EVEN GREATER--OVER 7 PERCENT TO UNDER 2 PERCENT--WHEN INDIVIDUAL
MEETS ARE COMPARED,
CALIFORNIA‘S BASIC APPROACH TO PARIMUTUEL WAGERING TAXATION--
ESTABLISHMENT OF AN OVERALL “TAKEOUT” PERCENTAGE AMD APPLICATION OF
PERCENTAGE-BASED LICENSE FEES TO DETEPMINE THE STATE'S SHARE OF THIS
“TAKEQUT"==1S SIMILAR IN PRINCIPLE TO THAT USED IN OTHEP STATES, APPENDIX
A PROVIDES A SUMMARY OF THE PARIMUTUEL TAX SCHEDULFS USED BY EACH OF THE 28
STATES WHICH, IN ADDITION TO CALIFOPNIA, PERMIT AND TAX PARIMUTUEL
a ~ HORSFPACING WAGERING, THERE ARE CONSIDERABLE DIFFERENCES IN THE SPECIFIC

£ A
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CHAPACTERISTICS OF THESF SCHEDULES AND, WHILF THE LICENSE FEE SCHEDULES IN

SOMF STATES APPEAR TO BE MUCH SIMPLER THAM CALIFOPNIA'S, IN OTHEPS THEY
APPEAP TO BE EQUALLY COMPLFX,
B. REVENUES DERIVED FROM CALIFORNIA'S PARIMUTUEL WAGERING TAX
TABLE 3 SUMYARIZES THE REVENUES ASSOCIATED WITH PARIMUTUEL
HORSERACING WHICH THE STATE 0F CALIFORNIA COLLECTED IN 1983, THE LAST FULL
CALENDAR YEAR FOR WHICH COMPLETE DATA HAVE BEEN PUBLISHED, IT INDICATES
THAT:
.@ THE STATE COLLECTED ABOUT $133 MILLION IN HORSE RACING-RELATED
REVENUES, OF THIS AMOUNT, $116 MILLION (87 PERCENT) WENT TO THE
GENERAL FUND AND $17 MILLION (13 PERCENT) WENT TO SPECIAL FUNDS,
PRIMARILY THE FAIR AND EXPOSITION FUND,
© NEARLY 92 PERCENT ($122 MILLION) OF THIS REVENUE CAME FPOM
PARIMUTUEL WAGERING LICENSE FEES, WHILE THF REMAINDERP CAME FPMM
EREAKAGF, FIMES AND PENALTIES, OCCUPATIONAL LICENSE FEES, AND
UNCLAIMED PARIMUTUEL TICKETS.,
e OF THE LICENSE FEE REVEMUES, THE VAST MAJORITY--CLOSE TO 85
PERCENT--CAME FROM THNOROUGHRRED RACING.,
ALTHOUGH CALIFORNTA'S HORSE RACING-RELATED REVENUES ARE SUBSTANTIAL
IN DOLLAR TERMS, THEY REPPESFNT A RFLATIVELY SMALL REVEMUE SOURCE WHEN
COMPARED T THE STATE’S TOTAL INCOME, IN 1983-84, FOR EXAMPLE, GENERAL

FUND HORSERACING REVFNUES ACCOUNTED FOR ONLY ABOUT ONE-HALF OF ONF PERCENT

OF TOTAL GFNERAL FUND REVENUES,
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TABLE 3

STATE 0oF CALIFORNIA REVENUFS FROM PARIMUTUFL HORSERACING
1983 CALENDAR YEAR

(THOUSANDS OF DOLLARS)™
REVENUES

SOURCE OF REVENUES DOLLAR AMOUNT PERCENT OF JOTAL
|LICENSF FEF REVEMUES $121,488 91..5%

GENCPAL FUND B (106,840) (80,5)

Fair arD ExPoSITION FUND (14,649) (11,0)
BREAKAGE® 7,629 5.7
FINFS AND PEMALTIES 111 0.1
OccupATIONAL LICENSE FEES 1,010 0.8
UNCLAIMFD PAPTMUTUEL TICKETS 2,602 2.0

GENERAL FUNDP £ (255) (0.2)

SpeciaL DEPoSIT FUND (2,369) (1.8)
GRAND TOTALS $132,841 100,0%

GENERAL FUND (115,823) (87.2)

SPECIAL FUNDS

(17,018) (12.,8)

A. SOURCE: CALIFOFNIA HORSEPACING BoArD, DETAIL MAY NOT ADD TO TOTALS
DUF TO ROUMDING,

B, FAIR AND EXPoSITION FUND RECEIVES (0,63 PERCENT OF EACH DOLLAR WAGERED
AT ALL MFETS, PLUS 1 PFRCENT OF FACH DOLLAR WAGERED AT FAIR MEETS,

C, GFMEFAL FUND RECETVES A SHARE OF THE BREAKAGE FROM THORCUGHBRED FACING
MEETS OMLY,

D, OFEMFRAL FUND FFCEIVES UNCLAIMED PARIMUTUEL AMOUMTS FROM FAIR AND MIXED
PACING MFETS,

E. AMOUNTS SHOWN PEPRESENT 50 PERCEMT OF UNCLAIMED WINNINGS FOR ALL RACING
MEETS OTHER THAM FAIR AND MIXED PACING MEETS, THE OTHER 50 PEPCENT OF
THESE UNCLAIMED WINMNINGS IS PAID OVER TO THE HORSEMEN'S WELFARE FUND,
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ParTMUTUEL TAX LEVELS IM CALIFORNIA VFRSUS OTHER STATES

TABLE U4 PRESFNTS DATA ON THE LEVEL OF PARIMUTUFL WAGERING TAXATION
1N CALIFOPMIA VERSUS OTHER STATES, AS COMPILED FOR 1983 BY THE NATIONAL
ASSOCIATION OF STATE RACING COMMISSIONERS,

THESE DATA INDICATE THAT CALIFORNIA IS A PELATIVELY HIGH TAX STATE
WHEN 1T COMES TO PAPIMUTUEL WAGERING TAXATION, FOR EXAMPLE, CALIFORNIA
PARIMITUEL LICENSE FEES AMOUNTED TO ABOUT 5,8 PERCENT OF ITS PARIMUTUEL
WAGERING IN 1983, VERSUS 4.l PERCENT FOR THE NATION, FURTHERMORE, A
DETAILFD REVIFW OF PARIMUTUEL TAX DATA ON A STATE-BY-STATE BASIS INDICATES
THAT OMLY THREE STATES--ARKANSAS, MONTANA, AND OREGON--HAD HIGHER EFFECTIVE
PARIMUTUEL LICENSE FEFE PATES THAN CALIFORMIA'S, RATES IN THE REMAINING 25
PARIMUTUEL WAGERIMG STATES WERE BELOW CALIFORMIA’S, THIS DISPARITY COULD
RESULT EVEN IF THERE WERE NO INTERSTATE DIFFERENCES BETWEEN TAX RATES ON

SPECIFIC TYPES OF RACING, SINCE THOROUGHBRED PACING GENERALLY IS TAXFD AT A

HIGHFF PATE THAN OTHER TYPES OF PACING AMD THOROUGHBPED RACING'S SHARE OF
TOTAL WAGERING 18 HIGHER FOR CALIFORNIA (ABOUT 80 PERCENT) THAN FOP ALL
STATES COMRIMED (ABOUT 60 PERCENT), HOWEVER, TABLE 4 INDICATES
CALIFORNIA'S EFFECTIVE TAX RATE OM THOROUGHBPED WAGERING (6,3 PERCENT) ALSO
IS WFLL ABOVE THE NATIONAL AVFPAGE (U4,7 PERCENT),
C. PROBLEMS WITH CALIFORNIA’S CURRENT PARIMUTUEL LICENSE FEE STRUCTURE

WF RELIEVE THAT THERE ARF THPEE GENERAL PROBLEM AREAS ASSOCIATED

WITH THE STATE'S CURRENT PARIMUTUEL WAGERING TAX STRUCTURE,
FIRST, THE TAX HAS EFFOME EXCESSIVELY COMPLEX, ALTHOUGH MAMY OF

CALIFORNIA'S OTHER STATE TAXES HAVE SPFCIAL PROVISIONS THAT AFFECT




“TPercent of Fercent of
Amcunt Wagerina Amount Wagering
A. A1l Types of Racing
On-site parimutuel wageringc $2,077,440 100.00™ $10,107,033 100.00%
Direct revenues from wagering 128,947 B2l 462,823 4,62
License fees {121,318) (5.84) (£38,742) (4.385)
Breakage (7,629) (0.37) (24,081) (C.24)
Other governmenta1 revenuesd 9,956 0.48 40,706 0.41
Government revenues from 138,903 6.69 503,529 5.03
on-site wagering
Government revenues from - -- 138,397 8.07
off-track betting
Total revenues from all $138,903 6.69% $641,926 5.47%
wagering
B. Thoroughbred Racing Only
On-site parimutuel wageringc $1,584,102 100.00% 45,872,921 100.00%
Direct revenues from wagering 107,743 6.80 291,729 4,97
License Fees (100,114) (6.32) (276,144) (4.70)
Breakage (7,629) (0.48) (15,585) (0.27)
Other governmental revenuesd 7,810 0.49 25,075 0.43
Government revenues from 115,553 7.29 316,804 5.39
on-site wagering
Government revenues from® -- -- 95,282 739
off-track betting
Total revenues from all 115,553 7.29 412,086 .75
wagering
5 SourceT Pariiutuel Racing 19e3: A Statistical Summary, Naticnal Asscciation of
State Racing Commissirners. Tetail mav not zcd to totals cue tO rounding.
b. Twenty-nine stafes, includina California, permit parimutuel horse race wagering.
c. Excludes off-track hetting in Connecticut and New York but includes simul-
castina/telephone bettira in tnirtcen states (including California).
d. Includes track licenses, occupaticnal licenses, acmissicn taxes, and
miscellanecus collections.
e. Pertains te off-track tetting in Connecticut (which totaled €134 million for all

Table 4

Average Tax Rates on Parimutuel Wagerina for
California and the Naticn ig 1983
{thousands of doilars)

A1l Parimutuel

California Horseracing States®

types of racing and $119 million for thoroughbre
totaled $1,532 million for all types o

thoroughbred racing).

f racing an

d racing

) and in New York (which
d 51,170 million for
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DIFFERENT CATEGORIES OF TAXPAYERS, THE PAPIMUTUEL WAGERING TAX STANDS ALONE
IN TFRMS °F THE EXTREME DEGRFE TN WHICH SPECIAL PROVISIONS APPLY, IN OUR
VIEW, IT WOULD BE FARP BETTER OVERALL TAX POLICY TO USE A MORE STANDAPDIZED
TAX SCHEDULE, EITHER IN THE AGGREGATE MR FOR EACH OF THE MAJOP INDIVIDUAL
TYPES OF HORSERACING, THUS, WE SUPPORT THE GENERAL CONCEPT OF MOVING
TOWARD A MNRE UNIFIED-TYPE PARIMUTUEL TAX STRUCTUPE THAM PRESENTLY EXISTS,

SECOND, CERTAIN TECHNICAL PROVISIONS OF THE TAX SEEM QUESTIONABLE,

FOP EXAMPLE, UNDER CURRENT LAW THE TAX SCHEDULES WHICH ARE T0O BE USED FOR

MANY ASSOCIATIONS' RACING MEETS DEPEND ON THE TOTAL OR AVERAGE DAILY HANDLE : |

OF THE MEET IN THE PRIOR YEAR. IN OUR VIEW, THE CURRENT YEAR'S WAGEPING ‘

LEVELS SHOULD BFE USED TO DETERMINE WHICH SCHEDULE APPLIES, EVEN IF THIS

MFANS THAT AN ASSOCIATION MUST MAKE ESTIMATED TAX PREPAYMENTS AND WAIT

UNTIL THE END OF ITS MEET TO “SETTLE UP" ITS FINAL TAX LIABILITY WITH THE

STATE, VE ARE UNAWARF OF ANY OTHER CALIFORNIA STATF TAX FOP WHICH A PRIOR

VEAR'S LEVEL OF ACTIVITY CAN AFFECT HCW THE CURRENT YEAR'S FINAL TAX

LIARILITY IS COMPUTED, ANOTHER CURIOUS PROVISION IN THE LAW INVOLVES THE

TREATMENT OF THOROUGHBRED MEETS WITH TOTAL WAGERING HANDLES OF OVER $250

MILLION, [F SUCH A MFET IS A SPLIT MEET, THE SHORTFP HALF OF THE MEET

(F.G., HoLLYWOOD PARK'S WINTEP MEET) PAYS A DIFFERENT DAILY TAX THAN IF IT

WERFE TAXED AS A PAPT OF THE TOTAL MEET, THE LOGIC FOR THIS IS UNCLEAR TO

US, WE RELIFVE THAT THT ANALYTICAL BASIS BEHIND PROVISIONS SUCH AS THESE

SHOULD BE REVIFWED BY THE LEGISLATURE, ' I
THIRD, THEPS IS THE QUESTION YOU HAVE RAISED OF WHETHEP THE EXISTING
TAY STRUCTURE 1S EQUITABLE, ESPECIALLY FOR SMALL RACING ASSOCIATIONS AND

‘ ASSOCIATIONS THAT INCUR OPERATING LOSSES, WE HAVE NO SIMPLE ANSWER TO THIS
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QUESTION SINCE ANSWERING IT IMVOLVES DEFINING WHAT AN “EQUITABLE” TAX
STPUCTIPE 1S, AND OMLY THE LFGISLATUPE IS IN A POSITION TO DO THIS,
HOWEVER, THE MFRE FACT THAT A PARTICHLAP RACING MEET LOSES MONEY CERTAINLY
DOES NOT NECESSAPILY MEAN THAT 1T 1S BEING INEQUITABLY TAXED. AFTER ALL,
THOUSANDS OF BUSIMESSES LOSE MONEY EACH YEAR, BUT THE FACT THEY DO SO DOES
NOT IMPLY THAT SUCH LEVIES AS THE SALES TAX oh PROPERTY TAXES ARE M SOME
SENSE “UMFAIR” TO THEM, SUCH FIRMS MAY SIMPLY NOT BE ABLF TO PROFITABLY
SURVIVE IN THE ECONOMIC MARKET PLACE DUF TO FACTORS OTHER THAN TAXATION,
AND THE SAME CAN RE TRUE OF HOPSEPACING MEETS CONDUCTED IN CERTAIN
LOCATIONS, | |
CIVEN THIS, WHEN A HORSFPACING MEET.DOES INCUR OPEPATING LOSSES,
WHAT SHOULD THE LEGISLATURE D07 FOR STARTERS, WE BELIEVE THAT SEVERAL
1 THINGS SHOULD BE LOOKED AT BEFORF THE LEGISLATURE CONSIDERS GPANTING THE
MEET A SPECIAL PARIMUTUEL TAX BREAK, FOR EXAMPLE, THE VARICQUS MANAGEMENT
PRACTICES OF THE RACING ASSOCIATION CONDUCTING THE MEFT WHICH AFFECT ITS
PROFITARILITY SHOULD BF ASSESSFD, ONE SUCH PRACTICE INVOLVES ADVERTISING
AND MAPKETING THE MEFT, OTHER PRACTICES WHICH SHOULD BE REVIEWED INCLUDE
THF DFTERMINATION OF ADMISSION FEES, THE OPERATION OF CONCESSIONS AND
PARKING FACILITIFS, AND LABOR PRACTICES. IF SUCH A REVIEW INDICATES THAT
IMPPOVED MANAGEMENT PRACTICES DO NOT APPEAP ABLE TO SOLVE A MEET'S
FINANCIAL PROBLEMS, THEN THE STATE HAS THREE BASIC OPTIONS:
@ THE STATE CAN DO NOTHING, IM WHICH CASE THE MFET MAY GO OUT OF
BUSINFSS, TF THE MFFT'S RACING DAYS CAM RE PROFITABLY USED AT A
COMPETING LOCATION, THIS WILL NOT HURT STATE REVENUES OR THE
6 RACING PUBLIC GENERALLY, HOWEVER, IF THIS IS NOT THE CASE, THEN
THE STATE AND THE RACING PUBLIC APE BOTH LOSERS.,
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@ THE STATE CAM INCREASE THE SHARE OF WAGERING THAT THE ASSOCIATION

GETS TO KEEP BY PERMITTING AN INCREASF IN THE TOTAL TAKEOUT, AND

ALLOCATING THESE EXTRA MONIES TO THE ASSOCIATION, THIS WILL NOT
HURT STATE PEVENUES UNLESS WAGERING DROPS OFF DUE TO THE HIGHER
TAKEOUT., THIS APPROACH ALSO HAS THE EFFECT OF MAKING TRACK
PATRONS PAY THE COSTS OF ELIMINATING THE MEET'S OPEPATING LOSSES,
INSTEAD OF THE STATE.
@ LASTLY, THE STATE CAM INCPFASE THE SHARE OF THE WAGERING DOLLAR
THAT THE ASSOCIATION GETS TO KEEP BY LEAVING THE TOTAL TAKEOUT
UNCHANGED BUT REDUCING THE STATE'S LICENSE FEE, THIS RESULTS IN
THE STATE, NOT THE RETTORS, PAYING FOR THE OPERATING LOSSES OF
THE MEET,
WE BELIEVE THAT IF THE LEGISLATURE MAKES A DECISION TO REDUCE STATE
TAXES IN MRDER TO ELIMINATE OPERATING LOSSES OF A RACING MEFT, IT SHOULD DO
S0 CNLY AFTER IT HAS DETERMINED THAT THE MEET'S PROBLEMS CANNOT BE
ELIMINATED RY IMPROVED MANAGFMENT PRACTICES AND THAT THERE IS SOME REASON
WHY A MEET’S RACING PATRONS SHOULD NOT COVEP THE COSTS OF OPERATING THE
MEET, IN OTHER WOPDS, IT IS NOT CLEAR TO US WHY THE STATE SHOULD
AUTOMATICALLY PCDUCE ITS OWN SHARE OF THE WAGFRING DOLLAR JUST BECAUSE SOME
MEETS DO NOT OPERATE IN AS FAVORABLE AN ECONOMIC ENVIRONMENT AS DO OTHEFS.
PATHER, WF BELIEVE THAT COVERING OPEPATING LOSSES BY REDUCING THE STATE'S
TAY PATE SHOULD BE A ACT OF LAST RESORT, TAKEN ONLY AFTER ALL OTHFR OPTIONS
HAVE BEEN SPECIFICALLY EXAMINED AND RULED NUT. THIS ASSWMES THAT THE
LFGISLATURE ALREADY HAS A LICENSE FEE SCHEDULE IN PLACE FOR EACH TYPE OF
N HORSFRACING WHICH 1T BELIEVES RAISES A “FAIR" AMOUNT OF STATE REVENUES FROM
FACH VAGERING DOLLAR,

-12-

i | ' 416
...,




D. REVENUE EFFECTS OF THE PROPOSED UNIFIED PARIMUTUEL TAX SCHEDULE

TABLE 5 SUMMARIZES THE UNIFIFD LICENSE FEE SCHEDULE FOR WHICH YOU
HAVE ASKED US TO ANALYZF THE STATE REVENUF IMPLICATIONS, ASSUMING THAT THE
PROPOSED SCHEDULE WOULD HAVE APPLIED TO ALL CALIFORNIA HORSE RACING MEFTS
DURING 1084, As TABLE 5 IMDICATES, THIS PRNOPOSED SCHFDULE IMPOSES A HIGHLY
PPOGRESSIVE TAY STRUCTUPE ON DAILY WAGERING, WITH MARGINAL TAX PATES
PANGING EROM 1 PERCENT UP TO A MAXIMUM OF 9 PERCENT, [N ADDITION, THE
PEGULAP STATE SURCHARGE ON "EXOTIC” WAGERING WOULD BE RAISED BY 0.25
PERCENT, FROM ITS CURPENT 0,75 PERCENT To 1 PERCENT, AS REQUESTED BY YCUP
STAFF, WE HAVE ASSUMED THAT ALL OTHER EXISTING LICENSE FEE PROVISIONS WOULD
PEMAIN IN FORCE, INCLUDING THE SPECIAL 1 PEPCENT FAIR AND EXPOSITION FUND
LEVY ON FAIR WAGEPING AND THE SPECIAL 1 PERCENT LEVY ON EXOTIC WAGERING
PPOVIDED FOR IN SECTION 19610,5(A) OF THE BUSINESS AND PROFESSIONS CODE,

TAELE 6 SUMMAPIZES OUR REVENUE ESTIMATFS, FOR EACH RACING MEET THE
TARLE SHOWS CURRENT-LAW LICENSE FEES, PROPOSED-LAW LICENSE FEES, AND THE
NIFFEPENCES RETWEEM PROPOSED AND CURRENT LAW FOR ROTH REGULAR LICENSE FEES
AND EXOTIC-WAGERING LICENSE FEES. TABLE 7 SHOWS THE AVERAGE PARIMUTUEL
WAGERING TAX RATE FOR EACH MEET UMDFR PROPOSED AND CURRENT LAW, TOGETHER
THESE TABLES INDICATE THAT:

@ THE PROPOSED FEE SCHEDULE, IN THE AGGREGATE, RAISES LICENSE FEES

BY A TOTAL OF $3,7 MILLION, THFEREBY RAISING THE AVERAGE
PAPIMUTUEL WAGERING TAX RATE FROM 6,1 PERCENT TO 6,3 PEPCENT,
| THUS, THTS PROPOSED SCHEDULE 1S NOT “REVEMUR NEUTRAL.”

o OF THE $3,7 MILLION TAX INCREASE, $1.2 MILLION COMES FROM THE NEW

¢ FEE SCHEDULE AND $2.5 MILLION COMES FROM THE INCREASED SURCHARGE

ON EXOTIC WAGERING.
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TABLE 5

UMTFIED PariMUTUFL L1ceENSE FEE SCHEDULE
PeapeseD By STAFF To ASSEMBLY GOVERNMENT ORGANTZATION COMMITTEE

A, ReGULAP LICEMSE FEE SCHEDULF

DaTLy WAGERING PariMuTUEL LICENSE FEES
$500,000 ANMD IINDEP 1 PERCENT OF HANDLE
$500,001 1o $600,CC0 $5,000 pLUS 2 PERCENT OF HANDLE
IN EXCESS OF $500,001
$600,001 10 $700,000 $7,000 PLUS 3 PERCENT OF HANDLE
, IN EXCESS oF $600,001
$700,001 1o $800,000 $10,000 PLUS 4 PERCENT OF HANDLE
- . IN EXCESS oF $700,001
$200,001 1o 1,000,000 $14,000 PLUS 5 PERCENT OF HANDLE
IN EXCESS oF $800,001
i $1,000,001 10 $1,200,060 $24,0C0 PLUS © PERCENT OF HANDLE

IN EXCFSS oF $1,000,001

$1,200,C01 To 1,600,000 $36,000 PLUS 7 PERCENT OF HAMNDLE
IN FXCESS oF $1,200,001

$1,600,001 To $2,000,000 $64,000 PLUS 8 PERCENT OF HANDLE
IM EXCESS OF $1,600,001

$2,000,001 Anp QvER $96,000 PLUS 9 PERCENT OF HANDLE
IM EXCESS OF $2,000,001 :

B, PBasic SuRCHARGE oM EXOTIC WAGFRING

THE STATE “SURCHAPGE" 0N EXOTIC WAGERING WOULD BE INCREASED FROM THE
PPESENT 75 PEFCEMT TOQ 1 PFPCENT,

Maxame LimiTaTior oN Tntal Liceuse Fers PAID

A

THE TOTAL LICENSE FEE PAID OM AMY DAY SHALL NOT EXCEED 5,/ PERCENT
OF THE COMVENTIONAL HARDLE PLUS 6.7 PERCENT OF THE EXOTIC HANDLE,

D, OTmHER LEVIFS

e

[N ADDITION TO THE ABGVE PROVISIOMS, ASSOCIATIONS SHALL CONTINUE TO
PAY ANY OTHFR FEES PEQUIRED UNDEP CURPENT LAW, INCLUDING THE SPECIAL 1
PERCENT LEVY CNM TOTAL WAGERING AT FAIRS AND THE 1 PERCENT LEVY ON
EXCTIC WAGERING UNDER SEcTIoM 19610,5(A) OF THE BUSINESS AND HI
ProFEss 1ong CoDE, : | 418
&
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STATE LICENSC FEES PAID KY CALIFORNIA RACING ASSOCIATIONS

)
DIFFERENCES BETWEEN PROSOSED LAW AND CURRENT
DURFENT LAW LICE#SE FEES BY TYPE OF WAGER: PLOPOSED LAW LICENSE FEES BY TYPE UF WALER: LAW LICENSE FEES BY TYPE OF WASER:
MEET TYFE A8D LOCATIOM SEsliee EABTIC TOTAL REGULAR EXDTIC TOTAL REGULAR 0710 TGTAL
A, THOFOUCHERED PACTH, AT ETS
I PALIFIT RATIV. ASSECIATICN 6,507,178 1,600,327 8,107,505 6,522,731 1,745,811 7,960,541 - 284,400 145 424 - 123,383
2 TAWIRAY AL AN CALBANT 1,856, 751 479,577 4,81, 3,515,773 1,056,811 1,994,534 45,072 8s,0M 133.2%
3 LEL v (LUK 7,284,711 1535502 . 8,400,70 8,103,611 1,297,754 9,481,381 838,599 152,219 1,001,107
4 BAY BEAD WS AT 7,417,214 1,929,098 9,34 A 7,166,373 2,104,470 9,570,643 19,539 175,37 22040
§  HOLLYL D pARE (WEE, 6,115, 146 1,793,Bu6 8,113,952 7,058,465 1,962,334 9,000,799 743,319 163,524 915,287
b TANFOAN ROCION AN (SAN HAT 2,015,115 102,82 2,317,953 1,922,9 346,099 2,374,017 -§7,19% 43,28 R
7 O TREE RETLY, A 6,214,241 975,379 7,789 720 7,616,028 1,114,719 8,730,747 801,657 L 119,340 941,027
B KLLMD PR3 (50wE5) 19,658,114 4,874,608 24,509,722 19,653,114 5 352,-; 25,020,443 ) 151,921 51,521
9 . LS ANGELES Touf Liyd 24,560,628 5,899,800 14,439,505 25,589, 624 b,436,2 35,004,857 0 53,353 536,153
SURTOTALS, TWieluGit7id REETS  8,471,%i8 19,484,042 107,955, 360 98,577,637 " 21,428,755 112,006,392 2,106,319 1,944,713 4,05,032
B. QUAPTER AND HavNiT3 WTETC
| 10 WESTERW HAPNESS RECING 1,357,647 1,135,770 2,493,377 1,522,149 1,239,022 2,761,171 164,502 103,252 267,794
st 11 COLDEN STATE 5TIV, £33N, 125,462 48,631 174,082 124,929 46,452 191,331 - 473 12,772 17,299
U1 12 MIESEA:d 5 QUA% ER MOWSE 1,991,910 831,099 2,822,998 1,318,117 906,642 2,224,760 - 73,792 75,554 - 598,239
: 13 PINMINLA 509,574 358, 249 Bte, 123 398, 951 390,817 785,774 - 110,913 3255 -78,34¢
14 LDS ALPMITES PACE COURSE 3,640,316 1,077,318 4,717,624 2,785,648 ©1,192,087 3,978,515 - 854,668 115,559 - 739,109
SUFTOTALS, GUATTER AND HARNESS 7,625,109  3,451,0% 11,075,205 6,149,805 3,795,800 9,945,605 -1,475,304 34,704 -1, 130,608
C. FAIR AND HIIED RACING MEEIS
15 ALGEEDA (0. FAIP 791,547 174,540 963,107 1,025,720 191,977 1,217,498 234,173 20,419 254,591
16 SOLEND LD, FRIR 561,018 13,540 654,518 84,32 152,617 738,846 25 19,077 a4 253
17, A . PR 601,050 103,378 704,428 629,577 118,147 747,724 29,527 . 18,748 43,209
18 SN JC:3. O FAIR : 114,157 43,725 477,392 241,522 2,829 314,280 - 172,625 510 - 1)
19 HESLO COUTT FAIR 26,935 b 25,075 26,035 1,129 27,164 0 1,129 1,109
20 CAL ExF STATE FAIR 495,598 90,919 565,517 209,989 103,907 413,59 - 185,509 12,08 ~ 17282
21 SAN KATED CD. FAIR 997,603 147,53: 1,145,163 1,147,006 168,463 1,315,670 149,404 21,83 170,487
22 LA LOwTy fale OO - RakR 2,134,283 2,315,438 370,505 2,706,033 525, 425 44,2 571,750
23 FRESNC PISTRICT FAIR 352,228 56, ,s 08,540 193,728 84,290 259,018 = 158,55 8,035 - 150,522
20 ORAME LLATY 473,175 22,05 595,202 541,63 139,459 741,143 168,511 17,42 185,544
25 VALLEY RACING ASSN. 190,477 57,748 243 b 133,069 2,435 205,505 -57,4%8 14,437 -42,941
SUKIGTALS, FAIRS & MIXED MEETS 5,712,970 1,271,201 7,984,171 7,370,410 1,456,048 8,726,058 557,041 184,847 741,868
TOTALS, ALL RETING MCETS 102,809,397 24,206,739 127,015,736 103,997,452 26,680,604 130,678,056 1,188,055 2,474,265 3,662,328

BOTE: DATA SrUWN ARE FOR EACH AGSOCIATION'S HOST KECENTLY COMPLETED RACING MEETING AS OF LATE NOVEMBCR 1984, THE SPECIAL
1X LEVY ON FAIR WiGZRI4G FOR THD FAIR AND EXPOSITION FUND ARPEARS UNDSR THE HEADING OF ’REGULAR’ LICENSE FEES,
IN ADLITICN, 'RECUUARY LICENSE FEES FUR HORLEXEN'S QUARTERAURSE MEET DO NOT REFLECT A $74%,694 REDUCTION
PERRITTED UNDER SECTICH 19612(F) OF THE STATE OF CALIFORNIA BUSINESS AnD PROFESSIONS CUDE, )
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( TABLE 7

AVERAGE WACERING TAX RATES LEVIED ON
CALTFLANIA ERCING MEETS

AVERAGE TAX RATE
KEET TYPL AD LOCATION CURREANT LAY PROPOSED LAW

A. THOROUSHERED MEETS

PACIFIC FaCins ASSICIATION 0613 0602
TANFCRAY EACING ASSH. (ALEIAYY 0621 04638
DEL #ar CLU ML LES
BAY BEADIVS ASEN, 062 8637
HOLLYUCLD PARY (WINTER) L0653 G728
TARFORAN RACING AGEN. (LAH HATED) 058 H552
DAk TREE RACTMG SN, . 0583 0533
HOLLYWODD PARK (SLMEER) 071 4725
LDS ANGELES TURF CLUB 0688 0658
TOTAL, THOROUGHIRED HEEIS 0655 0679

. QUARTER AND RARNESS HEETS

WESTERN HADNESS RACING ,0348 0408

d LOLIEY STATE RACING ASEN. LN 2153
HORSEMEN'S GLARTER HORSE L0503 0396

PENNINSILA _ L0294 8288

LS ALAKITES RACE COURZE 0475 L0400

TOTAL, GUARTER AND RARRESS HEETS 418 A375

C. FATRS &ND MIXED HEETS

ALASEDA €O, FAIR i 0477 .0603
SOLAND &5, FAIR ML B514
SONCEA LT, FAIR . 0459 0488
SAN JCAR. CO. FRIR 053 N353
HUNKOLDT CCUNTY FAIR 0200 4209
[AL EXPD STATE FAIR 055 4288
SAN MATED CO. FAIR 0534 .0613
L.&. COUNTY FAIR L0548 695
FRESHD DISTRICT FAIR 0539 L0341
CranGE COUTY L0378 £497
VALLEY RACIHG ASEN. 0189 0157

TOTAL, FAIRS AND nIZED MEETS 047 A521
‘ GRAND TOTAL, ALL HEETS Jet1id 0628

NOTE: TAX RATES FOR FAIRS INCLUDE THE SPECIAL FAIR A4D EXPOSITICN FLND 1X LEVY ONTUTA WACERING.
IN ADDITICH, TAX RATES Sri:d DO NOT IRCLUBE A 8749694 REQUCTICN I LICENCE FEES FUX THE
HORGE=EN'S GUARTERRSE NEET PERMITIED UNILR SECTION 198120F) GF THE LALITAAIA BUSHENS
AND PROFESSIONS COLE. WHEN THIG REDUCTIDH IN INCLUDED, T CURRENT-LAW RVENAGE TAA RATE 42
FOR 1HIS MEET 1S 3.69 PLRCEAT. :
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@ THF EFFECTS OF THE PROPOSED SCHEDULE DIFFER SIGNIFICANTLY FOR

DIFFEPENT TYPES OF PACING AND FOR DIFFFPENT INDIVIDUAL RACING
MEETS, NATURALLY, ALL MEETS PAY MORE ON EXOTIC WAGERIMG UNDER
THE PROPNSAL, HOWEVER, PEGARDING THE PEGULAP L ICENSE FEE LEVIED
UNDER THE PROPOSED PROGPESSIVE TAX SCHEDULFE, 10 MFETS PAY LESS
THAN UNDER CUPPENT LAW, 12 MEETS PAY MORE, AND 3 MEETS ARE
NAFFECTFD, REGARDING TYPES OF RACING, THOROUGHBRED MEETS
COLLECTIVELY PAY MORE, AS D0 HARNESS HORSE MEETS AND FAIR MEETS,
WHILE QUARTER HORSE MEETS COLLECTIVELY PAY LESS. IN PERCENTAGE
TERMS, FOR EXAMPLE, REGULAR QUARTER HORSE FEES COLLECTIVELY DROP
BY ABouf 27 PERCENT ($1,6 MILLION), WHILE REGULAR FEES INCREASE
BY 11,1 PERCENT ($165,000) FOR HARNESS MEETS COLLECTIVELY, 8.3
PERCENT ($557,000) FOR FAIPS AND MIXED MEETS, AND 2,4 PERCENT
(82,1 MILLIOM) FOR THOROUGHBRED MEETS,

(GTVEM THESE RFSULTS, WE BELIFVE THAT THERE ARF TWQ PRINCIPAL
CONSIDEPATIONS THAT CONFRONT YOU WITH REGARD TO THIS PARTICULAR UNIFIED
LICENSE FEE SCHEDULE, THE FIRST CONSIDERATION IS THAT THE stHEDULE IS NOT
"FEVENUE NEUTRAL" IN THE AGGREGATE, WHICH YOU INDICATED WAS ONE OF YOUR
OBJFCTIVES, THIS PROBLEM CAN EASILY RE RESOLVED, EITHER RY ADJUSTING THE
SCHEDULE'S MARGINAL TAX PATES AND TAX RATE BOUNDAPIES, AND/OR BY REDUCING
THE SUPCHARGE ON EXOTIC WAGERING, FOR EXAMPLF, THF PROPOSED SCHEDULE WOULD
IN THE AGGREGATE BE “REVENUE MEUTRAL” IF THE REGULAR SURCHARGE ON EXOTIC
WAGFF ING, PATHER THAN REING PAISED FRCM ,75 PERCENT TO 1 PERCENT, WERE

FEDUCED TO AFCUT .63 PERCENT,
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THE SECOND AND MORF DIFFICULT CONSIDERATION IS WHETHEP THE RATHER

SIGNIFICANT PEDISTRIRUTIONS OF TAX BURDEMNS BETWEEN MEETS AMD TYPES OF

RACING WHICH PESULT FRCM THE PROPOSED SCHEDULE ARE WHAT YOU DESIRE, THIS
ULTIMATELY IS A POLICY ISSUE WHICH OMLY THF LEGISLATURE CAN DECIDE, SHOULD
A DIFFERENT DISTRIBUTION OF THE TAX BURDEN BE DESIPFD THAM WHAT IS SHOWN [M
TABLES & AND 7, THIS PRORLEM CAN BE APPPCACHED RY MANIPULATING THE MARGINAL
TAX RATES AND TAX BRACKETS OF YOUR STAFF'S PROPOSED UNIFIED FEE SCHEDULE,
OR BY DEVELOPING SEPAFATE UMIFIED LICENSE FEE SCHEDULES FOR EACH MAJOR TYPE
OF RACING, THESE APPROACHES WOULD ENARLE YOU TO ARRIVE AT A TAY SYSTEM
THAT 1S BOTH "REVENUE NEUTPAL” IN THE AGGREGATE AND THAT MORE CLOSELY
APPROX IMATES THE fo BURDENS CON INDIVIDUAL MEETS WHICH YOU SEEK, WHILE AT
THE SAME TIME HOLDING TO THE GENFRAL PRINCIPLE OF A UNIFIED FEE SCHEDULE,
HOWEVER, IF YOU DO CHOOSE TO ADOPT A UNIFIFD FEE SCHEDULE CONCEPT, YCU WILL
PRCPABLY FIND IT IMPOSSIBLE T0 DESIGM A SCHEDULE WHICH COMPLETELY AVOIDS
CHANGING THE DOLLAR AMOUNT OF PARIMUTUEL WAGERING TAXES THAT DIFFERENT
MEETS PAY TODAY, THAT 1S, AT LEAST SOME REDISTRIBUTIOM OF THE PARIMUTUEL
TAX BUPDEN BETWEEN DIFFERENT MEFTS WILL BE INEVITABLE,
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