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SUMMARY 

The O f f i c e  o f  t h e  Audi to r  G e n e r a l  h a s  conducted a performance a u d i t  o f  t h e  

Racing Commission i n  r e s p o n s e  t o  a September 11, 1980, r e s o l u t i o n  o f  t h e  

J o i n t  L e g i s l a t i v e  Budget Committee and i n  accordance  w i t h  t h e  p r o v i s i o n s  

o f  Arizona Revised S t a t u t e s  (A.R.S.) S41-1279 e t  s e q .  

The Racing Commission was c r e a t e d  by t h e  L e g i s l a t u r e  i n  1949.  The 

Commission i s  comprised o f  f i v e  Commissioners who s e r v e  w i t h o u t  pay. 

Commissioners a r e  a p p o i n t e d  by t h e  Governor and s e r v e  s i x - y e a r  terms.  

The p r i n c i p a l  f u n c t i o n s  o f  t h e  Commission a r e  t h e  l i c e n s i n g  o f  r a c i n g  

p e r s o n n e l ,  g r a n t i n g  o f  r a c e  p e r m i t s  f o r  commercial  greyhound and h o r s e  

r a c e  m e e t s  and g r a n t i n g  o f  h o r s e  r a c i n g  p e r m i t s  t o  coun ty  r a c i n g  

a s s o c i a t i o n s .  

The commission was p r e v i o u s l y  reviewed by t h e  O f f i c e  o f  t h e  Audi to r  

Genera l  i n  Report  81-5 A Performance Audi t  o f  t h e  Arizona Racing 

Commission, which was r e l e a s e d  i n  A p r i l  1981. A t  t h a t  t i m e  i t  was n o t e d  

t h a t  Repor t  81-5 was t o  be  t h e  f i rs t  o f  two r e p o r t s  on t h e  Commission and 

t h a t  work on t h e  second r e p o r t  would commence as a u d i t  s taff  r e s o u r c e s  

became a v a i l a b l e .  T h i s  r e p o r t  c o n s t i t u t e s  t h a t  second r e p o r t .  

During t h e  c o u r s e  o f  t h e  a u d i t  we reviewed t h e  p r o c e d u r e s  used by t r a c k  

and Commission o f f i c i a l s  i n  a number o f  o p e r a t i o n a l  a r e a s ,  as w e l l  as 

Commission p o l i c y  and a c t i o n s  concern ing  t r a c k  o p e r a t i o n s ,  t o  d e t e r m i n e  i f  

a c t u a l  p r a c t i c e  was i n  compl iance  w i t h  s t a t u t e s  and a d m i n i s t r a t i v e  r u l e s  

and r e g u l a t i o n s .  T h i s  r ev iew encompassed t h e  t r a c k  o p e r a t i o n s  o f  

- Commercial h o r s e  t r a c k s ;  

- County f a i r  r a c e  mee t s ;  and 

- Dog t r a c k s .  

Each a r e a  was found t o  have p rocedures  t h a t  1 )  do  n o t  comply w i t h  r u l e s  

o r  r e g u l a t i o n s  o r  2 )  need improvement t o  e n s u r e  t h e  i n t e g r i t y  o f  r a c i n g  

i n  Arizona.  



C o r r e c t i v e  a c t i o n  i s  needed i n  t h e  o p e r a t i o n s  o f  t h e  two commercial  h o r s e  

t r a c k s  we obse rved .  I n  o r d e r  t o  p r e v e n t  improper  a c t i o n s  by j o c k e y s ,  t h e  

Commission s h o u l d  1 )  amend i ts  a d m i n i s t r a t i v e  r u l e s  t o  p r o h i b i t  jockeys  

from b e t t i n g  on d a y s  t h e y  r i d e ,  e x c e p t  th rough  t h e  owners o f  and on t h e  

h o r s e s  t h e y  r i d e  and 2 )  e n s u r e  t h a t  p e r m i t t e e s  d o  n o t  a l l o w  improper  

c o n t a c t  between jockeys  and t h e  p u b l i c  a t  one  o f  t h e  t r a c k s .  ( s e e  page 5 )  

P r o c e d u r e s  f o r  weighing jockeys  a r e  n o t  i n  compl iance  w i t h  Commission 

r u l e s  a t  e i t h e r  t r a c k .  F u r t h e r ,  t h e  s t e w a r d s  a t  one  t r a c k  a r e  aware of 

t h e  noncompliances b u t  have f a i l e d  t o  t a k e  c o r r e c t i v e  a c t i o n .  F i n a l l y ,  

s c a l e s  used t o  weigh jockeys  a t  b o t h  t r a c k s  were u n c e r t i f i a b l e  by t h e  

Department o f  A d m i n i s t r a t i o n  - Weights and Measures D i v i s i o n ,  and one 

s c a l e  may have been tampered w i t h .  We recommend t h a t  t h e  Commission t a k e  

t h e  n e c e s s a r y  a d m i n i s t r a t i v e  a c t i o n s - - i n c l u d i n g  d i s c i p l i n a r y  a c t i o n  

a g a i n s t  s t e w a r d s  f a i l i n g  t o  e n f o r c e  Commission r u l e s - - t o  c o r r e c t  t h e  

problems i d e n t i f i e d .  ( s e e  page 5 )  

S i g n i f i c a n t  problems e x i s t e d  i n  t h e  t r a c k  o p e r a t i o n s  o f  t h e  coun ty  f a i r  

r a c e  meets  w i t h  r e g a r d  t o  t h e  p rocedures  used f o r  weighing jockeys .  

However, t h e  Commission h a s  s i n c e  t a k e n  c o r r e c t i v e  a c t i o n s  on t h i s  

m a t t e r .  S e c u r i t y  a t  t h e  r e c e i v i n g  b a r n  s t i l l  needs  t o  be  improved by 

deve lop ing  fo rmal  g u i d e l i n e s  f o r  t h e  coun ty  f a i r  r a c e  mee t s  e x p l a i n i n g  t h e  

d u t i e s  and r e s p o n s i b i l i t i e s  o f  t h e  p e a c e  o f f i c e r s .  ( s e e  page 1 1 )  

Commission a c t i o n  i s  needed a t  t h e  dog t r a c k s  t o  s e e  t h a t  a n  a d e q u a t e  

amount o f  samples  from winning dogs  a r e  o b t a i n e d  i n  a s e c u r e  a r e a  and 

submi t t ed  f o r  t e s t i n g .  P o s t r a c e  sampl ing p r o c e d u r e s  s h o u l d  be implemented 

t o  supplement  p r e r a c e  sampl ing ,  i n c l u d i n g  enforcement  o f  t h e  

a d m i n i s t r a t i v e  r u l e  t h a t  r e q u i r e s  p e r m i t t e e s  t o  p r o v i d e  a r e c e i v i n g  p i t  

a r e a .  The p r a c t i c e  o f  n o t  s u b m i t t i n g  a l l  samples  o b t a i n e d  from winning 

dogs shou ld  a l s o  be  reviewed t o  d e t e r m i n e  i f  i t  meets  Commission i n t e n t .  

F u r t h e r ,  t h e  Commission needs  t o  e n s u r e  t h a t  weigh-in w e i g h t s  a r e  p o s t e d  

a t  Tucson Greyhound Park  and shou ld  c o n s i d e r  amending i t s  r u l e  r e q u i r i n g  

c e r t i f i c a t i o n  of s c a l e s  t o  a l l o w  s e r v i c i n g  by r e g i s t e r e d  s e r v i c e  a g e n c i e s  

t o  s u f f i c e .  ( s e e  page 1 4 )  



The Commission's u s e  o f  f u l l - t i m e  mutuel  s u p e r v i s o r s  a t  t h e  seven  t r a c k s  

w i t h  f u l l y  automated t o t a l i s a t o r  equipment i s  a m i s a l l o c a t i o n  o f  

r e s o u r c e s .  The t r a d i t i o n a l  d u t i e s  performed by t h e  s u p e r v i s o r s  do  n o t  

p rov ide  needed c o n t r o l s  o v e r  t h e  computer ized o p e r a t i o n s  and a r e ,  i n  f a c t ,  

d u p l i c a t i v e  o f  f u n c t i o n s  performed by t h e  computers.  A p p r o p r i a t e  r e v i e w  

procedures  c o u l d  be  performed by a  pe r son  w i t h  t h e  n e c e s s a r y  background i n  

reviewing computer c o n t r o l s ,  t h u s  e l i m i n a t i n g  mutuel  s u p e r v i s o r  p o s i t i o n s  

a t  t h e  t r a c k s  w i t h  f u l l y  automated t o t a l i s a t o r  s y s t e m s ,  a t  a n e t  s a v i n g s  

o f  $37,000. ( s e e  page 21)  

The S t a t e  i s  f a i l i n g  t o  a s s e s s  s a l e s  t a x  on c l a i m i n g  r a c e s  d e s p i t e  t h e  

f a c t  t h a t  such  s a l e s  may f a l l  under  t h e  s t a t u t o r y  p r o v i s i o n s  f o r  t h e s e  

t a x e s .  F a i l u r e  t o  a s s e s s  t h i s  t a x  may c o s t  t h e  S t a t e  a p p r o x i m a t e l y  

$150,000 t h i s  y e a r  i n  l o s t  revenue and t h e  Department o f  Revenue i s  now 

reviewing t h e  m a t t e r .  To e l i m i n a t e  any q u e s t i o n  on t h e  i s s u e ,  we 

recommend s t a t u t o r y  changes  b e  made t o  s p e c i f i c a l l y  p r o v i d e  f o r  c o l l e c t i n g  

s a l e s  t a x  on c l a i m i n g  r a c e s .  A t  l e a s t  14 o t h e r  s t a t e s  c o l l e c t  s a l e s  t a x  

on c l a i m i n g  r a c e s .  ( s e e  page 27)  

The Commission h a s  f a i l e d  t o  t a k e  t i m e l y  a c t i o n  on c a s e s  r e f e r r e d  t o  i t  by 

t h e  s t e w a r d s .  A s  a r e s u l t ,  i n d i v i d u a l s  d i s c i p l i n e d  by t h e  s t e w a r d s  f o r  

s e r i o u s  v i o l a t i o n s  a r e  a l lowed  t o  resume r a c i n g  b e f o r e  f i n a l  d i s p o s i t i o n s  

a r e  reached.  We recommend t h a t  t h e  L e g i s l a t u r e  1 )  amend A.R.S. S5-104, 

s u b s e c t i o n  E ,  t o  a l l o w  s t e w a r d s  t o  suspend l i c e n s e s  f o r  up t o  60 d a y s  

a n d / o r  2 )  a p p r o p r i a t e  f u n d s  t o  a l l o w  t h e  Commission t o  a p p o i n t  a h e a r i n g  

o f f i c e r .  Such f u n d s  cou ld  l a r g e l y  be  d e r i v e d  by e l i m i n a t i n g  unneeded 

mutuel  p o s i t i o n s .  ( s e e  page 31)  

One o f  t h e  most s e r i o u s  f i n d i n g s  o f  t h e  p r e v i o u s  performance a u d i t  was 

t h a t  t h e  Commission was n o t  f u l f i l l i n g  its s t a t u t o r y  r e s p o n s i b i l i t y  t o  

r e g u l a t e  r a c i n g  p a r t i c i p a n t s  th rough  t h e  l i c e n s i n g  p r o c e s s .  S i n c e  t h e  

t ime  o f  t h a t  r e p o r t ,  c o n t r o l s  o v e r  t h e  l i c e n s i n g  p r o c e s s  have been 

s i g n i f i c a n t l y  improved,  a l t h o u g h  some f u r t h e r  improvements a r e  s t i l l  

needed.  S p e c i f i c a l l y ,  t h e  Commission needs  t o  1 )  more f u l l y  implement 

t h e  p rocedures  a v a i l a b l e  t o  p r e v e n t  u n l i c e n s e d  a c t i v i t y  and 2 )  e n s u r e  

t h a t  - a l l  l i c e n s i n g  p r o c e d u r e s  a r e  fo l lowed .  ( s e e  page 37)  

iii 



Audi to r  G e n e r a l  Repor t  81-5 d i s c l o s e d  t h a t  t h e  Commission had improper ly  

g r a n t e d  a p p r o v a l  t o  p e r m i t t e e s  t o  wi thho ld  c a p i t a l  improvement f u n d s  and 

had,  i n  t h e  p a s t  y e a r s ,  made i l l e g a l  l o a n s  t o  l i c e n s e e s .  Also ,  t h e  

Commission had never  de te rmined  whether funds  from t h e  coun ty  f a i r s  and 

r a c i n g  b r e e d e r s 1  award fund s h o u l d  b e  used t o  pay f o r  t h e  s a l a r y  o f  a  

manager-supervisor .  Once n o t i f i e d  o f  t h e s e  problems,  t h e  Commission d i d  

n o t  t a k e  t i m e l y  a c t i o n  t o  r e c o v e r  t h e  funds  o r  c o r r e c t  t h e  s i t u a t i o n s .  

( s e e  page 41)  

The p r e v i o u s  rev iew a l s o  found a number o f  d e f i c i e n c i e s  i n  t h e  

Commission's programs t o  c o n t r o l  i l l e g a l  d rug  u s a g e  i n  r a c e  an imals .  The 

Commission h a s  t a k e n  a c t i o n  t o  c o r r e c t  d e f i c i e n c i e s  i n  t h e  p rocedures  used 

t o  1 )  o b t a i n  samples ,  2 )  t a k e  blood samples ,  and 3 )  s e l e c t  and e v a l u a t e  

t h e  c o n t r a c t  chemis t .  Due t o  i n a d e q u a t e  r e c o r d s  we c o u l d  n o t  e v a l u a t e  

Commission a c t i o n s  t a k e n  w i t h  r e g a r d  t o  t h e  t a k i n g  o f  a d d i t i o n a l  samples .  

We recommend t h a t  t h e  Commission 1 )  improve i t s  r e c o r d s  r e g a r d i n g  d rug  

t e s t s  and 2 )  c o n t i n u e  t o  moni to r  t h e  performance o f  t h e  o f f i c i a l  r a c i n g  

chemis t .  ( s e e  page 4 5 )  

Audi to r  Genera l  Report  81-5 found t h a t  1 )  s t e w a r d s '  h e a r i n g s  d i d  n o t  

comply w i t h  t h e  p u b l i c  n o t i c e  requ i rements  o f  t h e  Open Meeting Law, and 

2 )  t h e  Commission d i d  n o t  e n f o r c e  a n  a d m i n i s t r a t i v e  r u l e  concern ing  t h e  

Workmenls Compensation Law. Although t h e  Commission h a s  s i n c e  t a k e n  

a c t i o n  t o  improve compl iance  i n  both  a r e a s ,  Commission employees may now 

be v i o l a t i n g  S t a t e  s t a t u t e s  by n o t  r e t a i n i n g  t ape - recorded  minu tes  o f  t h e  

s t e w a r d s 1  h e a r i n g s .  These minu tes  shou ld  be  e i t h e r  1) r e t a i n e d  

i n d e f i n i t e l y  o r  2 )  t r a n s c r i b e d  b e f o r e  t h e  t a p e  r e c o r d i n g s  a r e  e r a s e d .  

( s e e  page 4 9 )  



I N T R O D U C T I O N  AND BACKGROUND 

The Of f i ce  o f  t h e  Auditor General has  conducted a  performance a u d i t  o f  t h e  

Racing Commission i n  response t o  a  September 11, 1980, r e s o l u t i o n  of  t h e  

J o i n t  L e g i s l a t i v e  Budget Committee and i n  accordance with t h e  p rov i s ions  

of  Arizona Revised S t a t u t e s  (A.R.S.) $41-1279 e t  seq.  

The Racing Commission was c r e a t e d  by t h e  Leg i s l a tu re  i n  1949. The 

Commission i s  comprised o f  f i v e  Commissioners who s e r v e  wi thout  pay. 

Commissioners a r e  appointed by t h e  Governor and se rve  s ix-year  terms. 

The p r i n c i p a l  f u n c t i o n s  o f  t h e  Commission inc lude  t h e  l i c e n s i n g  o f  r a c i n g  

personnel ,  g r an t ing  o f  r ac ing  permi ts  f o r  commercial greyhound and horse  

r ace  meets and g r a n t i n g  o f  ho r se  r a c i n g  permits  t o  county r a c i n g  

a s s o c i a t i o n s .  

The Commission i s  funded by a p p r o p r i a t i o n s  from t h e  Leg i s l a tu re .  

Expendi tures  f o r  f i s c a l  y e a r s  1976-77 through 1980-81 and es t imated  

expendi tures  f o r  f i s c a l  yea r  1981-82 a r e  shown i n  Table 1. 



TABLE 1 

ACTUAL EXPENDITURES FOR R A C I N G  COMMISSION FOR 
FISCAL YEARS 1976-77 THROUGH 1980-81 AND ESTIMATED EXPENDITURES FOR FISCAL YEAR 1981-82 a 

Full- t ime equ iva l en t  
p o s i t i o n s  16.5, 17.5 - 20.0 - 20.0 36.4 40.9 

Expendi tures  : 
Persona l  s e r v i c e s  $356,175 $377,810 $434,175 $461,315 $ 577,100 $ 693,700 
Employee-related 49,491 62,541 71,388 71,726 98,500 130,400 
P r o f e s s i o n a l  and o u t s i d e  

s e r v i c e s  91,630 104,636 105,956 140,684 171,600 268,500 • 
Trave 1 : 

In-Sta te  59,340 63,719 56,602 72,098 99,700 107 , 500 
Out-of-State 1 ,700 4,607 5,500 4,822 4,400 5,500 

Other ope ra t i ng  expenses 26,127 36,420 35,938 40,890 53,900 59,200 
Equipment 

T o t a l  

* Excludes expend i tu re s  o f  $15,100 i n  1980-81 and es t imated  
expendi ture  o f  $53,700 i n  1981-82 . f o r  county f a i r  r ac ing  
admin i s t r a t i on .  These a r e  nonappropriated funds r ep re sen t ing  
0.5 percent  o f  t o t a l  r e c e i p t s  i n  t h e  County F a i r s  Racing and 
Breeders  Award Fund. The County F a i r s  Racing Adminis t ra t ion 
program supe rv i se s  t h e  funds d i s t r i b u t e d  t o  county f a i r s  t o  
ensure t h a t  s u b s i d i e s  a r e  spen t  i n  accordance with Commission 
g u i d e l i n e s .  

The Commission was prev ious ly  reviewed by t h e  Of f i ce  o f  t h e  Auditor 

General i n  Report 81-5 A Performance Audit o f  t h e  Arizona Racing 

Commission, which was r e l e a s e d  i n  Apr i l  1981. A t  t h a t  t ime it was 

noted t h a t  Report 81-5 was t o  be t h e  f i rst  o f  two r e p o r t s  on t h e  

Commission and t h a t  work on t h e  second r epo r t  would commence a s  

a u d i t  s t a f f  resources  became a v a i l a b l e .  This  r e p o r t  c o n s t i t u t e s  

t h a t  second r e p o r t .  

I n  reviewing a r e a s  n o t  p r ev ious ly  addressed i n  Report 81-5, we found 

improvements a r e  needed wi th  r e s p e c t  t o  

1. Daily o p e r a t i o n s  o f  t h e  r a c e  t r a c k s ;  

2. Supervis ion o f  mutuel a c t i v i t i e s ;  



3. F a i l u r e  t o  c o l l e c t  t r a n s a c t i o n  p r i v i l e g e  t a x e s  on t h e  s a l e s  o f  

h o r s e s  th rough  c l a i m i n g  r a c e s ;  and  

4. T i m e l i n e s s  o f  t h e  Commission's d i s c i p l i n a r y  p r o c e s s e s .  

The Commission h a s  made s i g n i f i c a n t  p r o g r e s s  i n  c o r r e c t i n g  t h e  m a j o r i t y  o f  

t h e  d e f i c i e n c i e s  i d e n t i f i e d  i n  t h e  p r e v i o u s  r e p o r t .  N e v e r t h e l e s s ,  some 

a r e a s  s t i l l  need improvement, and it a p p e a r s  t h a t  t h e  Commission 

u n n e c e s s a r i l y  d e l a y e d  some c o r r e c t i v e  a c t i o n s .  

The Audi to r  Genera l  e x p r e s s e s  g r a t i t u d e  t o  t h e  Racing Commission and i t s  

s t a f f  f o r  t h e i r  c o o p e r a t i o n  and a s s i s t a n c e  d u r i n g  t h e  c o u r s e  o f  t h e  a u d i t .  



FINDING I 

PROBLEMS EXIST I N  THE PROCEDURES AND OPERATIONS OF THE STATE'S RACE TRACKS 

WHICH COULD AFFECT THE INTEGRITY OF RACING. 

During t h e  c o u r s e  of  t h e  a u d i t  we reviewed t h e  p rocedures  used by t r a c k  

and Commission o f f i c i a l s  i n  a number o f  o p e r a t i o n a l  a r e a s ,  as  w e l l  a s  

Commission p o l i c y  and a c t i o n s  concern ing  t r a c k  o p e r a t i o n s ,  t o  d e t e r m i n e  i f  

a c t u a l  p r a c t i c e  was i n  compl iance  w i t h  s t a t u t e s  and a d m i n i s t r a t i v e  r u l e s  

and r e g u l a t i o n s .  T h i s  r ev iew encompassed t h e  t r a c k  o p e r a t i o n s  o f  

- Commercial h o r s e  t r a c k s ;  

- County f a i r  r a c e  meets ;  and 

- Dog t r a c k s .  

Each a r e a  was found t o  have p rocedures  t h a t  1 )  do n o t  comply w i t h  r u l e s  

o r  r e g u l a t i o n s  o r  2 )  need improvement t o  e n s u r e  t h e  i n t e g r i t y  o f  r a c i n g  

i n  ~ r i z o n a .  

TRACK OPERATIONS - COMMERCIAL HORSE TRACKS 

During t h e  t i m e  o f  o u r  a u d i t  two commercial  h o r s e  t r a c k s ,  Turf  P a r a d i s e  

and R i l l i t o  Downs, were i n  o p e r a t i o n .  Reviewing t h e  o p e r a t i o n s  o f  t h e s e  

t r a c k s  we n o t e d  t h e  f o l l o w i n g  d e f i c i e n c i e s :  

- The Commission r u l e  g o v e r n i n g  b e t t i n g  by jockeys  d o e s  n o t  

a d e q u a t e l y  c o n t r o l  a g a i n s t  improper a c t i o n s ;  

- Jockeys  a r e  n o t  p r o p e r l y  i s o l a t e d  from c o n t a c t  w i t h  t h e  p u b l i c  a t  

R i l l i t o  Downs; 

- Jockeys  a r e  n o t  p r o p e r l y  weighed b e f o r e  r a c e s  a t  R i l l i t o  Downs 

and t h e  s t e w a r d s  have knowingly a l lowed  t h i s  p r a c t i c e ;  

- Jockeys  a r e  n o t  p r o p e r l y  weighed-out a f t e r  r a c e s  a t  e i t h e r  Tur f  

P a r a d i s e  o r  R i l l i t o  Downs; 

- Weight v a r i a n c e s  a r e  n o t  p r o p e r l y  p o s t e d  o r  announced; and 

- S c a l e s  u s e d  t o  weigh jockeys  a t  b o t h  t r a c k s  were u n c e r t i f i a b l e  by 

t h e  Department o f  A d m i n i s t r a t i o n  - Weights and Measures 

D i v i s i o n .  F u r t h e r ,  one  s c a l e  may have been tampered w i t h .  



B e t t i n g  by Jockeys  

B e t t i n g  by jockeys  i s  r e s t r i c t e d  by Rule R4-27-203.Q which s t a t e s :  

"No jockey s h a l l  b e t  on any r a c e  e x c e p t  th rough  t h e  
owner o f  and on t h e  h o r s e  which he  r ides . . . . "  

According t o  t h e  Commission, t h i s  r u l e  a p p l i e s  o n l y  t o  t h e  t i m e  p r i o r  t o  

f u l f i l l m e n t  o f  t h e  j o c k e y t s  engagements. Jockeys  a r e  a l lowed t o  b e t  on 

any r a c e  a f t e r  f u l f i l l i n g  t h e i r  engagements and on d a y s  on which t h e y  do 

n o t  r i d e .  

The Commission's c u r r e n t  r u l e  d o e s  n o t  c o n t r o l  a g a i n s t  jockeys  improper ly  

a f f e c t i n g  t h e  outcome o f  a r a c e .  According t o  t h e  Commission chai rman,  

r e s t r i c t i o n s  on b e t t i n g  p r i o r  t o  f u l f i l l i n g  r i d i n g  engagements a r e  

i n t e n d e d  t o  p r e v e n t  jockeys  from b e t t i n g  on h o r s e s  o t h e r  t h a n  t h e i r  own 

which might r e s u l t  i n  t h e  " throwingn o f  a r a c e .  P e r m i t t i n g  jockeys  t o  b e t  

a f t e r  f u l f i l l i n g  t h e i r  engagements c r e a t e s  t h e  p o t e n t i a l  f o r  a jockey t o  

r e c e i v e  money and p l a c e  b e t s  f o r  o t h e r  jockeys  who have - n o t  f u l f i l l e d  

t h e i r  engagements.  S i n c e  jockeys  a r e  supposed t o  b e  i s o l a t e d  from 

c o n t a c t s  w i t h  o t h e r  p e r s o n s  d u r i n g  t h e  r a c e s  o n l y  o t h e r  jockeys  who have 

f i n i s h e d  t h e i r  r a c e s  c o u l d  p l a c e  b e t s  f o r  them. ( s e e  page 7 )  

F i f t e e n  o f  t h e  twenty-seven s t a t e s  r e g u l a t i n g  h o r s e  r a c i n g  have g r e a t e r  

r e s t r i c t i o n s  on jockeys  b e t t i n g  t h a n  d o e s  Arizona:  

- - S i x  s t a t e s  (Arkansas ,  New Hampshire, New Mexico, Oregon, South 

Dakota and Wyoming) do  n o t  a l l o w  jockeys  t o  b e t  on any r a c e s ;  

- E i g h t  s t a t e s  (Colorado,  Idaho ,  I l l i n o i s ,  Montana, New York, 

Pennsy lvan ia ,  Washington and Delaware) o n l y  a l l o w  jockeys  t o  b e t  

o n  h o r s e s  t h e y  a r e  r i d i n g ;  and 

- - One s t a t e  ( ~ e r m o n t )  o n l y  a l l o w s  jockeys  t o  b e t  on d a y s  t h e y  a r e  

n o t  r i d i n g .  



Jockeys Are Not P r o p e r l y  I s o l a t e d  

From Contac t  With t h e  P u b l i c  

A d m i n i s t r a t i v e  Rule R4-27-203. B p r o h i b i t s  jockeys  from l e a v i n g  t h e  jockey 

room p r i o r  t o  f u l f i l l i n g  t h e i r  engagements e x c e p t  t o  r i d e  i n  a r a c e .  

Access t o  t h e  jockey room i s  r e s t r i c t e d  t o  t h e  jockeys ,  t h e i r  a t t e n d a n t s  

and t h e  r a c i n g  o f f i c i a l s .  These p rocedures  a r e  d e s i g n e d  t o  p r e v e n t  

jockeys  from b e t t i n g  o r  p l a c i n g  b e t s  th rough  o t h e r  pe r sons .  Jockeys  a r e  

a l lowed t o  l e a v e  t h e  room t o  watch t h e  r a c e s  from c e r t a i n  d e s i g n a t e d  a r e a s  

i n  which t h e r e  shou ld  be  no o p p o r t u n i t y  f o r  communication w i t h  t h e  p u b l i c .  

A t  R i l l i t o  Downs, jockeys  watch t h e  r a c e s  i n  a n  a r e a  n e a r  t h e  d ismount  

s c a l e .  T h i s  a r e a  is  s e p a r a t e d  by o n l y  a c h a i n  l i n k  f e n c e  from t h e  a r e a  

where t h e  p u b l i c  watches  t h e  r a c e s .  On s e v e r a l  o c c a s i o n s  jockeys  were 

observed speak ing  wi th  t h e  p u b l i c  from t h i s  a r e a .  

Use o f  t h i s  a r e a  by jockeys  a p p e a r s  t o  c i rcumvent  Commission i n t e n t i o n s  t o  

i s o l a t e  jockeys  t o  p r e v e n t  improper  b e t t i n g  a c t i v i t i e s .  F u r t h e r ,  i t  

a p p e a r s  unnecessa ry  i n  t h a t  t h e r e  i s  a t e l e v i s i o n  i n  t h e  jockey room t o  

e n a b l e  them t o  watch t h e  r a c e s .  

Jockeys  Are Not P r o p e r l y  Weighed 

Before  Races a t  R i l l i t o  Downs 

The weight a h o r s e  c a r r i e s  i s  a c r i t i c a l  f a c t o r  i n f l u e n c i n g  t h e  outcome o f  

a h o r s e  r a c e .  I n  a m i l e  thoroughbred r a c e  a d i f f e r e n c e  o f  one pound c a n  

a f f e c t  a h o r s e ' s  performance by a s  much as one l e n g t h .  Thus, p roper  and 

a c c u r a t e  weighing p rocedures  a r e  e s s e n t i a l  t o  p r o t e c t  t h e  i n t e r e s t s  o f  t h e  

b e t t i n g  p u b l i c ,  owners and t r a i n e r s .  However, we found a t  R i l l i t o  Downs 

t h a t  1 )  jockeys  a r e  n o t  b e i n g  weighed b e f o r e  e a c h  r a c e  as r e q u i r e d ,  

2 )  some jockeys  a r e  improper ly  a l lowed  t o  weigh w i t h o u t  c l o t h e s  o r  g e a r ,  

and 3 )  t h e  s t e w a r d s  have knowingly a l lowed  t h e s e  p r a c t i c e s  t o  o c c u r .  



Jockeys  are r e q u i r e d  t o  be  weighed b e f o r e  each r a c e  t h e y  r i d e  because  

t h e i r  w e i g h t s  can  v a r y  depending upon what t h e y  e a t  and d r i n k  between 

r a c e s .  According t o  t h e  Commission's Execu t ive  S e c r e t a r y ,  jockeys  c a n  add 

s e v e r a l  pounds a f t e r  t h e  i n i t i a l  weigh-in j u s t  by t h e  amount o f  l i q u i d s  

t h e y  consume. Such d i f f e r e n c e s  c a n  be  s i g n i f i c a n t  enough t h a t  Turf 

P a r a d i s e  p r o v i d e s  f a c i l i t i e s  where jockeys  can  " f l i p , "  o r  vomi t ,  a f t e r  

e a t i n g  s o  t h a t  t h e y  w i l l  n o t  exceed t h e i r  d e c l a r e d  we igh t s .  

The c l e r k  o f  s c a l e s  a t  R i l l i t o  Downs d o e s  n o t  a lways  weigh jockeys  b e f o r e  

each r a c e .  I n  28 o u t  o f  45 i n s t a n c e s  ( 6 2  p e r c e n t )  obse rved  by a u d i t  - 
s t a f f ,  jockeys  who had r i d d e n  e a r l i e r  i n  t h e  day were n o t  r e q u i r e d  t o  be  

reweighed b e f o r e  l a t e r  r a c e s .  F u r t h e r ,  i n  a n o t h e r  f o u r  i n s t a n c e s  jockeys  

were a l lowed  t o  weigh i n  one  r a c e  p r i o r  t o  t h e  r a c e  i n  which t h e y  rode .  

Also,  some jockeys  a t  R i l l i t o  Downs a r e  weighed w i t h o u t  g e a r .  According 

t o  t h e  Commissionls Execu t ive  S e c r e t a r y  a l l  jockeys  s h o u l d  be  weighed w i t h  

c l o t h e s  and g e a r *  t o  r e f l e c t  t h e i r  a c t u a l  we igh t s  when r i d i n g .  Weighing 

withou' t  c l o t h i n g  o r  g e a r  c a n  r e s u l t  i n  a "hidden1' i n c r e a s e  of up t o  f i v e  

pounds once t h e  c l o t h i n g  and g e a r  i s  donned. During o u r  o b s e r v a t i o n s  two 

jockeys  were a l l o w e d  t o  weigh w i t h o u t  g e a r .  

The s t e w a r d s  a r e  aware t h a t  r e q u i r e d  weighing p rocedures  a r e  n o t  fo l lowed 

a t  R i l l i t o  Downs, b u t  they  have n o t  t a k e n  c o r r e c t i v e  a c t i o n .  While 

d i s c u s s i n g  t h e  f a c t  t h a t  jockeys  were n o t  weighed b e f o r e  each  r a c e ,  t h e  

s t e w a r d s  a d v i s e d  u s  t h a t  they  were  aware  o f  t h e  s i t u a t i o n  b u t  t h a t  such  a 

procedure  had i n  t h e  p a s t  d e l a y e d  t h e  r a c e s .  

Commission r u l e s  r e q u i r e  t h e  s t e w a r d s  t o  e n f o r c e  t h e  r u l e s  and r e g u l a t i o n s  

and s t a t u t e s  o f  t h e  S t a t e  o f  Arizona.  F a i l u r e  t o  do  s o  i s  grounds  f o r  

d i s c i p l i n a r y  a c t i o n .  

* C l o t h i n g  and g e a r  i n c l u d e s  b o o t s ,  p a n t s ,  t - s h i r t ,  c o l o r s ,  s a d d l e ,  
o v e r g i r t h ,  u n d e r g i r t h  and pad. 



Jockeys  Are Not P r o p e r l y  

Weighed A f t e r  Races 

A d m i n i s t r a t i v e  r u l e s  r e q u i r e  t h e  c l e r k  o f  s c a l e s  t o  weigh each  jockey 

a f t e r  t h e  r a c e .  I f  a jockey d o e s  n o t  p r e s e n t  h i m s e l f  t o  be  weighed,  o r  i f  

he i s  more t h a n  one pound s h o r t  o f  h i s  a s s i g n e d  w e i g h t ,  h i s  h o r s e  may be  

d i s q u a l i f i e d  and t h e  jockey f i n e d  o r  suspended.  According t o  t h e  

Commission Chairman, p o s t r a c e  weigh-outs a r e  n e c e s s a r y  t o  e n s u r e  t h a t  a 

h o r s e  c a r r i e d  h i s  a s s i g n e d  we igh t  and d i d  n o t  have a n  u n f a i r  advan tage  

o v e r  o t h e r  e n t r a n t s .  Jockeys  weigh i n  w i t h  t h e i r  s a d d l e s .  Equipment, 

i n c l u d i n g  any  n e c e s s a r y  w e i g h t s  i n  t h e  s a d d l e ,  is made up based on t h i s  

weigh-in. The weigh-out e n s u r e s  t h a t  no one removes w e i g h t s  p r i o r  t o  o r  

d u r i n g  t h e  race. 

Ac tua l  p r a c t i c e  does  n o t  s e r v e  i ts i n t e n d e d  purpose ,  r e n d e r i n g  t h e  

p o s t r a c e  weigh-out e s s e n t i a l l y  mean ing less .  Jockeys  a t  bo th  t r a c k s  s imply  

walk a c r o s s  t h e  s c a l e ,  s t e p p i n g  o f f  b e f o r e  t h e  n e e d l e  r e g i s t e r s  a we igh t .  

The c l e r k  checks  o f f  t h e  we igh t  on a we igh t  s h e e t  w i t h o u t  v e r i f y i n g  i t .  

According t o  t h e  c l e r k  o f  s c a l e s  a t  R i l l i t o  Downs, t h e  weigh-out i s  a 

t r a d i t i o n a l  p r a c t i c e  and performed o n l y  f o r  t h e  b e n e f i t  o f  t h e  p u b l i c .  

It shou ld  be  no ted  t h a t  i n a d e q u a t e  weigh-in p r o c e d u r e s  used a t  R i l l i t o  

Downs compound t h e  problem. Eecause jockeys  a r e  n o t  weighed i n  p r i o r  t o  

each r a c e  i t  would be  i m p o s s i b l e  t o  d e t e r m i n e  i f  a  jockey had l o s t  we igh t  

even i f  weigh-out p rocedures  were  p r o p e r l y  performed. 

Weight Var iances  Are 

Not P r o p e r l y  Announced 

Because weight can  d i r e c t l y  a f f e c t  t h e  outcome o f  a r a c e ,  jockeys '  w e i g h t s  

a r e  l i s t e d  i n  t h e  o f f i c i a l  r a c e  programs. I f  a jockey ' s  weight  v a r i e s  

from t h e  program w e i g h t ,  Commission r u l e s  r e q u i r e  t h a t  

- The p u b l i c  b e  informed e i t h e r  by p u b l i c  announcement o r  p o s t i n g ;  

- If t h e  jockey i s  more t h a n  two pounds o v e r w e i g h t ,  c o n s e n t  t o  r i d e  

must be  o b t a i n e d  from t h e  owner o r  t r a i n e r  o f  t h e  h o r s e ;  and 

- I f  t h e  jockey is  more t h a n  s e v e n  pounds o v e r w e i g h t ,  c o n s e n t  must  

be  o b t a i n e d  from t h e  s t e w a r d s .  



These r e q u i r e m e n t s  e x i s t  s o  t h a t  t h e  1 )  p u b l i c  i s  aware when wagering o f  

any we igh t  h a n d i c a p s ,  2 )  owners o r  t r a i n e r s  c a n  choose whe the r  t h e y  want 

t h e i r  h o r s e s  t o  c a r r y  a hand icap ,  and 3) s t e w a r d s  can  de te rmine  whether  

t h e  jockey s h o u l d  be  a l lowed  t o  r i d e .  

Our rev iew r e v e a l e d  t h a t  p r o c e d u r e s  a t  Turf  P a r a d i s e  and R i l l i t o  Downs do 

n o t  a d e q u a t e l y  p r o t e c t  t h e  b e t t i n g  p u b l i c  o r  h o r s e  owners and t r a i n e r s .  

Weight v a r i a n c e s  a r e  n o t  a lways  announced and when announced a r e  n o t  

a lways  c o r r e c t  a t  Turf  P a r a d i s e .  Of t h e  t e n  weight  v a r i a n c e s  obse rved  by 

a u d i t  s t a f f  which were r e q u i r e d  t o  be  pos ted  o r  announced,  one was n o t  

announced and two were i n c o r r e c t l y  announced. 

A t r a i n e r  a t  R i l l i t o  Downs is  " n o t i f i e d "  by announcing t h e  v a r i a n c e  o v e r  

t h e  p u b l i c - a d d r e s s  sys tem r a t h e r  t h a n  c o n t a c t i n g  t h e  t r a i n e r .  I f  t h e  

t r a i n e r  d o e s  n o t  n o t i f y  t h e  c l e r k  t h a t  he  does  n o t  wish  h i s  h o r s e  t o  c a r r y  

a n  overweight  jockey ,  i t  i s  assumed t h a t  he  approves .  T h i s  p rocedure  d o e s  

n o t  e n s u r e  t h a t  t h e  t r a i n e r  l e a r n s  o f  t h e  overweigh t ,  s i n c e  he  may n o t  be  

p r e s e n t  when w e i g h t s  a r e  announced.  

S c a l e s  Are Not C e r t i f i a b l e  

A t  o u r  r e q u e s t ,  Department of A d m i n i s t r a t i o n  - Weights and Measures 

D i v i s i o n  (WAM) i n s p e c t o r s  t e s t e d  t h e  s c a l e s  a t  Turf P a r a d i s e  and R i l l i t o  

Downs and found two of them t o  b e  i n a d e q u a t e  f o r  t h e i r  i n t e n d e d  uses .  

The s c a l e  i n  t h e  jockey room a t  Tur f  P a r a d i s e ,  used t o  weigh jockeys  p r i o r  

t o  r a c e s ,  c o u l d  n o t  be  c e r t i f i e d .  The s c a l e  had been c e r t i f i e d  i n  October  

1981 b u t  r e g i s t e r e d  a q u a r t e r  pound behind t h e  z e r o  r e a d i n g  a t  r e t e s t i n g  

i n  February  1982. According t o  t h e  WAM i n s p e c t o r ,  i t  i s  p o s s i b l e  t h a t  

someone tampered w i t h  t h e  s c a l e  s i n c e  screws h o l d i n g  on t h e  back o f  t h e  

s c a l e  were l o o s e ,  and s e v e r a l  p i e c e s  were found behind t h e  d i a l  which d i d  

n o t  be long  t h e r e .  

The c l e r k  o f  s c a l e s  n o t i f i e d  t h e  S t a t e  s teward o f  t h e  problem. The s c a l e  

h a s  been r e p a i r e d  by a r e g i s t e r e d  s e r v i c e  agency approved by WAM. 



The dismount s c a l e  a t  R i l l i t o  Downs, used t o  weigh jockeys  a f t e r  t h e  r a c e ,  

cou ld  n o t  be  c e r t i f i e d  because  it exceeded WAM t o l e r a n c e s  i n  t h e  weight  

r a n g e s  r e q u i r e d  t o  be  a c c u r a t e  f o r  u s e  i n  we igh ing  jockeys .  

TRACK OPERATIONS - COUNTY FAIR RACE MEETS 

During t h e  t ime  o f  o u r  a u d i t  one  coun ty  f a i r  r a c e  meet was conducted.  

Reviewing t h e  o p e r a t i o n s  o f  t h i s  meet we n o t e d  t h e  f o l l o w i n g  problems: 

- Joclteys were n o t  p r o p e r l y  weighed b e f o r e  r a c e s ;  

- The p u b l i c ,  owners and t r a i n e r s  and s t e w a r d s  were n o t  p r o p e r l y  

informed o f  jockeys  who weighed as much a s  13 pounds i n  e x c e s s  o f  

t h e i r  p o s t e d  w e i g h t s ;  

- P r o c e d u r e s  were n o t  fo l lowed  t o  p r e v e n t  improper c o n t a c t s  between 

jockeys  and o t h e r  p e r s o n s ;  

- One s c a l e  used t o  weigh jockeys  was d e f e c t i v e ,  and t h e  o t h e r  was 

i n a p p r o p r i a t e  f o r  u s e  i n  weighing jockeys ;  and 

- S e c u r i t y  i n  t h e  rece iv ing-barn  a r e a  needed t o  be improved. 

However, Commission a c t i o n  h a s  s i n c e  been t a k e n  t o  c o r r e c t  many o f  t h e s e  

problems. 

Jockeys  Are Not P r o p e r l y  Weighed 

A s  d i s c u s s e d  p r e v i o u s l y  i n  t h i s  F i n d i n g ,  jockeys  a r e  r e q u i r e d  t o  be  

weighed b e f o r e  - e a c h  race t o  e n s u r e  t h a t  t h e i r  w e i g h t s  do  n o t  change 

between r a c e s .  Jockeys  a r e  a l s o  r e q u i r e d  t o  b e  weighed w i t h  t h e i r  

c l o t h i n g  and g e a r  t o  r e f l e c t  t h e i r  a c t u a l  r i d i n g  we igh t s .  ( s e e  page 8 )  

We found t h a t  1) t h r e e  jockeys  were never  o f f i c i a l l y  weighed on one  r a c e  

day,  2 )  jockeys  were weighed o n l y  a t  t h e  b e g i n n i n g  o f  t h e  r a c e  day and 

n o t  b e f o r e  each r a c e  as r e q u i r e d ,  and 3 )  a l m o s t  h a l f  of  t h e  jockeys  were 

weighed w i t h o u t  c l o t h e s  o r  g e a r .  



Jockey Overweights Not Announced 

A s  d i s c u s s e d  p r e v i o u s l y  on page 9 ,  jockeys '  w e i g h t s  a r e  l i s t e d  i n  t h e  

o f f i c i a l  r a c e  programs. I f  a j o c k e y ' s  we igh t  v a r i e s  from t h e  program 

w e i g h t ,  Commission r u l e s  r e q u i r e  t h a t  

- The p u b l i c  be  informed e i t h e r  by p u b l i c  announcement o r  p o s t i n g ;  

- I f  t h e  jockey i s  more t h a n  two pounds overweigh t ,  c o n s e n t  t o  r i d e  

must  be  o b t a i n e d  from t h e  owner o r  t r a i n e r  o f  t h e  h o r s e ;  and  

- I f  t h e  jockey i s  more t h a n  s e v e n  pounds overweigh t ,  c o n s e n t  must 

be o b t a i n e d  from t h e  s t e w a r d s .  

Four teen  i n s t a n c e s  o c c u r r e d  i n  which jockeys '  w e i g h t s  v a r i e d  from t h o s e  i n  

t h e  o f f i c i a l  programs. I n  f o u r  of  t h e s e  i n s t a n c e s  t h e  p u b l i c  announcement 

was n o t  p r o p e r l y  made. I n  o n e  i n s t a n c e  t h e  p u b l i c  was informed t h a t  a 

jockey who was t h i r t e e n  pounds overweigh t  ( w i t h o u t  c l o t h e s  o r  g e a r )  was 

two pounds overweigh t .  I f  p r o p e r l y  weighed w i t h  c l o t h i n g  and g e a r ,  t h i s  

jockey c o u l d  have been a s  much a s  1 8  pounds overweight .  Such a d i f f e r e n c e  

c o n s t i t u t e s  a s i g n i f i c a n t  hand icap ,  b u t  t h e  p u b l i c  was n o t  informed o f  

t h i s  hand icap .  

I n  a d d i t i o n ,  c o n s e n t  was n o t  o b t a i n e d  from t h e  1 )  owners o r  t r a i n e r s  i n  

s i x  i n s t a n c e s  i n  which jockeys  were more t h a n  two pounds overweigh t  o r  

2 )  s t e w a r d s  i n  t h r e e  i n s t a n c e s  i n  which jockeys  were more t h a n  seven  

pounds overweight .  

P rocedures  To P r e v e n t  

Improper C o n t a c t s  Not Followed 

C o n t a c t s  between jockeys  and o t h e r  p e r s o n s  a r e  supposed t o  be  s t r i c t l y  

c o n t r o l l e d  w h i l e  r a c e s  a r e  o c c u r r i n g .  Commission Rule R4-27-203. B. 

r e q u i r e s  jockeys  t o  remain i n  t h e  jockey room between r a c e s  u n t i l  t h e y  

have f u l f i l l e d  t h e i r  engagements f o r  t h e  day.  No one b u t  t h e  j o c k e y s ,  

t h e i r  a t t e n d a n t s  and r a c i n g  o f f i c i a l s  a r e  p e r m i t t e d  i n  t h e  room. 

According t o  t h e  Commission Execu t ive  S e c r e t a r y ,  t h i s  p rocedure  i s  

i n t e n d e d  t o  p r e v e n t  jockeys  from p l a c i n g  b e t s  th rough  o t h e r  p e r s o n s  o r  

engag ing  i n  o t h e r  a c t i o n s  t h a t  may b e  u n d e s i r a b l e .  



We found j o c k e y s  were a l lowed  t o  l e a v e  t h e  jockey room p r i o r  t o  c o m p l e t i n g  

a l l  r a c e s .  Also  i n  one  i n s t a n c e ,  a  jockey  was obse rved  s p e a k i n g  w i t h  a n  

owner b e s i d e  t h e  jockey room p r i o r  t o  a race. 

I n a d e q u a t e  S c a l e s  

Used To Weigh J o c k e y s  

A t  o u r  r e q u e s t ,  t h e  Department o f  A d m i n i s t r a t i o n  - Weights and Measures  

D i v i s i o n  (WAM) reviewed t h e  scales used  t o  weigh jockeys .  The WAM 

i n s p e c t o r  found t h e  scale used t o  weigh t h e  jockeys  b e f o r e  t h e  races was 

d e f e c t i v e  due  t o  a  m i s s i n g  b e a r i n g .  According t o  t h e  WAM i n s p e c t o r ,  t h e  

absence  o f  t h i s  b e a r i n g  would 1 )  condemn t h e  s c a l e  f o r  any  u s e  and 

2 )  make it  i m p o s s i b l e  t o  d e t e r m i n e  t h e  d e g r e e  t o  which t h e  s c a l e  may be 

i n a c c u r a t e .  

The s c a l e  used t o  weigh t h e  jockeys  a f t e r  t h e  r a c e s  was a l s o  found t o  be  

i n a d e q u a t e .  According t o  t h e  \JAM i n s p e c t o r ,  t h e  scale,  which i s  a n  

o r d i n a r y  bathroom s c a l e ,  s i m p l y  c a n n o t  p r o v i d e  t h e  d e g r e e  o f  a c c u r a c y  

needed t o  weigh jockeys .  We were informed t h a t  t h e  Commission had been 

aware f o r  more t h a n  one  y e a r  t h a t  t h e  s c a l e s  were i n a d e q u a t e .  

Receiving-Barn S e c u r i t y  

Needs Improvement 

Because many p r o h i b i t e d  d r u g s  used on race h o r s e s  must b e  a d m i n i s t e r e d  

immedia te ly  b e f o r e  a  r a c e ,  t h e  Commission r e q u i r e s  p e r m i t t e e s  t o  p r o v i d e  

r e c e i v i n g  ba rns .  Horses  are b rough t  t o  t h e s e  b a r n s  a p p r o x i m a t e l y  40 

minutes  b e f o r e  a r a c e  where t h e y  a r e  under  t h e  o b s e r v a t i o n  o f  t h e  

o f f i c i a l s .  The Commission a l s o  r e q u i r e s  t h a t  a  uni formed,  c e r t i f i e d  peace  

o f f i c e r  b e  p r e s e n t  a t  t h e  r e c e i v i n g  b a r n s  t o  res t r ic t  a c c e s s  t o  t h e  a r e a  

t o  o n l y  a u t h o r i z e d  p e r s o n s  and  p r o v i d e  s e c u r i t y .  T h i s  is  done t o  f u r t h e r  

r educe  t h e  l i k e l i h o o d  o f  d r u g s  b e i n g  a d m i n i s t e r e d  t o  h o r s e s .  

However, t h e  peace  o f f i c e r s  have  n o t  r e c e i v e d  i n s t r u c t i o n s  on  what t h e y  

a r e  t o  d o  o r  why. Consequen t ly ,  d u r i n g  t h e  p e r i o d  obse rved  by a u d i t  s t a f f  

a n  o f f i c e r  was n o t  p r e s e n t  i n  t h e  r e c e i v i n g  b a r n  when h o r s e s  were p r e s e n t  

p r i o r  t o  one  r a c e ,  and  on  a t  l e a s t  f o u r  o c c a s i o n s ,  p e r s o n s  n o t  d i s p l a y i n g  

Commission l i c e n s e s  needed f o r  a c c e s s  t o  t h e  a r e a  were a l lowed  t o  e n t e r  

t h e  a r e a .  



C o r r e c t i v e  Ac t ion  Has Been Taken 

Commission a c t i o n  h a s  s i n c e  been t a k e n  t o  c o r r e c t  many o f  t h e  problems 

i d e n t i f i e d  d u r i n g  t h e  a u d i t .  The Commission h a s  d i s c h a r g e d *  t h e  c l e r k  o f  

s c a l e s  on t h e  county  f a i r  c i r c u i t  whose r e s p o n s i b i l i t y  i t  was t o  s e e  t h a t  

weighing p rocedures  were conducted p r o p e r l y .  Also on J a n u a r y  7 ,  1982,  t h e  

Commission took  fo rmal  a c t i o n  t o  a r r a n g e  f o r  new s c a l e s  t o  be  purchased 

f o r  t h e  c o u n t y  f a i r  r a c e  meets .  

TRACK OPERATIONS - DOG TRACKS 

During t h e  c o u r s e  o f  o u r  a u d i t  t h r e e  greyhound r a c i n g  f a c i l i t i e s ,  Phoenix 

Greyhound P a r k ,  Tucson Greyhound Park  and Yuma Greyhound Park ,  were i n  

o p e r a t i o n .  Reviewing t h e  o p e r a t i o n s  o f  t h e s e  t r a c k s  we no ted  t h e  

f o l l o w i n g  d e f i c i e n c i e s :  

- Sampling procedures** a r e  d e f i c i e n t  i n  t h a t  t h e y  do  n o t  p r o v i d e  

f o r  c o l l e c t i o n  o f  samples  from a s u f f i c i e n t  number o f  winning 

dogs  ; 

- Weigh-in w e i g h t s  a r e  n o t  p o s t e d  a t  Tucson Greyhound Park ;  and 

- Some s c a l e s  a r e  n o t  c e r t i f i e d  as r e q u i r e d .  

S a a p l i n g  P r o c e d u r e s  Are D e f i c i e n t  

A s  w i th  h o r s e  r a c i n g ,  t h e  Commission r e l i e s  on d r u g  t e s t i n g  p r o c e d u r e s  t o  

d e t e c t  and p r e v e n t  t h e  u s e  o f  i l l e g a l  d r u g s  i n  dog r a c i n g .  Unl ike  h o r s e  

r a c i n g ,  however, t h e  Commission p r i m a r i l y  u s e s  p r e r a c e  r a t h e r  t h a n  

p o s t r a c e  sampl ing  p rocedures  t o  o b t a i n  samples  f o r  t e s t i n g  i n  dog r a c i n g .  

We found t h a t  

- P r e r a c e  sampl ing a l o n e  does  n o t  p rov ide  samples  o f  a  s u f f i c i e n t  

number o f  winning dogs ;  

* According t o  Commission o f f i c i a l s  t h e r e  were s e v e r a l  r e a s o n s ,  
i n c l u d i n g  t h e  problems w i t h  weighing jockeys  a t  t h e  meet w e  o b s e r v e d ,  
t h a t  l e d  t o  t h e  d e c i s i o n  n o t  t o  r e t a i n  t h e  c l e r k  o f  s c a l e s .  

** A d m i n i s t r a t i v e  Rule R4-27-107.Q. p r o v i d e s  t h a t  " A l l  e n t r i e s  i n  every  
r a c e ,  may be s u b j e c t e d  t o  a s a l i v a ,  u r i n e  o r  b lood t e s t  f o r  t h e  
purpose  o f  d e t e r m i n i n g  t h e  p resence  o f  any p r o h i b i t e d  d rug  ... ." The 
r u l e s  f u r t h e r  s t a t e  t h a t  samples  o f  t h e  t e s t  s u b s t a n c e  must be  t a k e n  
by p e r s o n s  a p p o i n t e d  by t h e  Commission, and s u b m i t t e d  f o r  chemical  
a n a l y s i s  by t h e  o f f i c i a l  r a c i n g  chemis t .  



- The l i m i t e d  p o s t r a c e  sampl ing t h a t  is  done i s  n o t  conducted i n  a  

s e c u r e d  a r e a  w i t h  w i t n e s s e s  and c o u l d  be s u b j e c t  t o  c h a l l e n g e ;  and 

- The Commission h a s  a r u l e  on i ts  books,  which,  i f  e n f o r c e d ,  c o u l d  

a l l e v i a t e  t h e s e  problems. 

We a l s o  no ted  Commission v e t e r i n a r i a n s  sometimes f a i l  t o  submi t  samples  o f  

winning dogs  i n  f a v o r  o f  dogs  t h a t  r a n  woff-form.ll F u r t h e r  review by t h e  

Commission i s  needed o f  t h i s  p r a c t i c e .  

P r e r a c e  sample  c o l l e c t i o n  does  n o t  p rov ide  f o r  t e s t i n g  a  s u f f i c i e n t  number 

o f  winning dogs.  Our r e v i e w  o f  a sample o f  107 r a c e s  r e v e a l e d  t h a t  

samples  were s u b m i t t e d  f o r  a n a l y s i s  f o r  o n l y  25 p e r c e n t  o f  a l l  winners .  

F u r t h e r ,  t h e  p e r c e n t a g e  o f  winners  t e s t e d  v a r i e s  s i g n i f i c a n t l y  by t r a c k ;  

one t r a c k  o b t a i n s  and s u b m i t s  samples  on a s  few as 5 p e r c e n t  o f  t h e  

winning dogs.  

The number o f  samples  c o l l e c t e d  and a v a i l a b l e  f o r  a n a l y s i s  v a r i e s  by t r a c k  

and is  dependent  upon s u c h  f a c t o r s  a s  a g e  o f  t h e  dogs and t h e  ambient  

t empera tu re .  A t  l e a s t  one t r a c k  c o l l e c t s  samples  from a l m o s t  a l l  

winners .  Others  c o l l e c t  as few as 5 p e r c e n t .  The u s e  o f  p o s t r a c e  t e s t i n g  

i n  a d d i t i o n  t o  p r e r a c e  sampl ing would p r o v i d e  f o r  t h e  c o l l e c t i o n  o f  more 

samples  a t  f a c i l i t i e s  where t h e s e  f a c t o r s  a d v e r s e l y  a f f e c t  p r e r a c e  

c o l l e c t i o n .  

Yuma Greyhound Park ,  which u s e s  p o s t r a c e  c o l l e c t i o n ,  i l l u s t r a t e s  t h e  

advan tage  o f  t h i s  procedure .  Dur ing 14  r a c e s  obse rved  by a u d i t  s t a f f ,  

a s s i s t a n t  v e t e r i n a r i a n s  were o n l y  a b l e  t o  c o l l e c t  samples  from 1 8  p e r c e n t  

of  t h e  e n t r a n t s ,  i n c l u d i n g  14  p e r c e n t  o f  t h e  dogs " i n  t h e  moneyn 

( f i n i s h i n g  i n  win, p l a c e  o r  show p o s i t i o n s ) .  However, a l m o s t  o n e - t h i r d  o f  

t h e s e  samples  were p o s t r a c e  samples .  Had o n l y  p r e r a c e  sampl ing  been 

conducted,  samples  would have been a v a i l a b l e  from 13 p e r c e n t  o f  t h e  

e n t r a n t s  and from 7 p e r c e n t  o f  t h e  dogs  i n  t h e  money. It is  e v i d e n t  t h a t  

p o s t r a c e  sampl ing i n c r e a s e s  t h e  t o t a l  number o f  samples  c o l l e c t e d  t h e r e b y  

i n c r e a s i n g  t h e  l i k e l i h o o d  o f  c o l l e c t i n g  samples  from winning dogs.  



Inadequa te  s e c u r i t y  e x i s t s  o v e r  t h e  p o s t r a c e  sampl ing t h a t  i s  done. 

Whereas p r e r a c e  sampl ing i s  done i n  t h e  paddock a r e a  wi th  t h e  v e t e r i n a r i a n  

and o t h e r  o f f i c i a l s  p r e s e n t ,  p o s t r a c e  sampl ing is  c u r r e n t l y  done i n  a n  

unsecured a r e a  where dogs  are t a k e n  a f t e r  t h e  r a c e  t o  c o o l  o u t .  To t a k e  a 

p o s t r a c e  sample ,  t h e  v e t e r i n a r i a n  a s s i s t a n t s  must go  t o  t h e  far  end o f  t h e  

t r a c k  and t h e n  c a r r y  t h e  u n s e a l e d  sample  back t o  t h e  paddock a r e a .  There  

is  no w i t n e s s  t o  t h e  a c t i o n s  o f  t h e  a s s i s t a n t  v e t e r i n a r i a n  o t h e r  t h a n  t h e  

owner o r  t r a i n e r  who c o u l d  be expec ted  t o  c h a l l e n g e  t h e  sampl ing 

p rocedures  i f  p o s i t i v e  t e s t  r e s u l t s  were found.  

Commission r u l e s  a l r e a d y  i n c l u d e  a  r u l e  which,  if implemented,  would 

f a c i l i t a t e  t h e  u s e  o f  p o s t r a c e  sampl ing i n  a s e c u r e d  a r e a .  

A d m i n i s t r a t i v e  Rule R4-27-309.Y.6. r e q u i r e s  t h a t  each greyhound t r a c k  

p rov ide  a  r e c e i v i n g  p i t  t o  which dogs  a r e  t o  b e  t a k e n  a f t e r  r a c e s  f o r  

sample c o l l e c t i o n .  Such r e c e i v i n g  p i t s  would i n c r e a s e  t h e  number o f  

p o s t r a c e  samples  t a k e n  and would a l l o w  t h e  samples  t o  b e  t a k e n  i n  a  

s e c u r e d  a r e a  under  Commission c o n t r o l .  

F i n a l l y ,  we n o t e d  one  Commission v e t e r i n a r i a n  s u b m i t s  f o r  t e s t i n g  from 60 

t o  8 0  p e r c e n t  o f  t h e  samples  he o b t a i n s  from winning dogs. He s u b m i t s  

i n s t e a d  samples  from dogs  t h a t  r a n  l loff-formtt--par t icular ly  dogs  h e a v i l y  

favored  by t h e  odds t h a t  do n o t  f i n i s h  i n  t h e  money. H e  d o e s  s o  because  

he  b e l i e v e s  t h a t  w i t h  t h e  u s e  o f  lock-ou t  kenne l s*  i t  would be  e a s i e r  t o  

a f f e c t  t h e  outcome o f  a r a c e  by c a u s i n g  a  dog t o  l o s e  r a t h e r  t h a n  win. We 

b e l i e v e  t h e  Commission shou ld  review t h i s  p r a c t i c e  and d e t e r m i n e  whe the r  

i t  a d e q u a t e l y  f u l f i l l s  t h e  Commission's i n t e n t i o n s  i n  c o n d u c t i n g  d r u g  

t e s t i n g .  

* Dogs a r e  p l a c e d  i n  " lock-out  k e n n e l s r t  a t  t h e  beg inn ing  o f  t h e  d a y ' s  
r a c e s  and a r e  n o t  b rough t  o u t  u n t i l  i t  i s  t ime  f o r  them t o  r a c e .  
These "lock-out kennels1 '  a r e  s e c u r e d  a r e a s  and o n l y  o f f i c i a l s  have 
a c c e s s  t o  t h e  a r e a s .  



Weigh-In Weights Are Not Pos ted  

The weight  o f  a  greyhound c a n  c r i t i c a l l y  a f f e c t  i t s  r a c i n g  performance.  

Because of  t h i s  f a c t ,  greyhounds r a c e  a t  e s t a b l i s h e d  r a c i n g  we igh t s .  Each 

greyhound must be weighed i n  b e f o r e  be ing  p laced  i n  t h e  lock-out  k e n n e l ,  

and i f  i t s  weight  v a r i e s  by more than  1 1 / 2  pounds i n  e i t h e r  d i r e c t i o n  o f  

i t s  e s t a b l i s h e d  weight  i t  i s  s c r a t c h e d .  The dogs a r e  a l s o  weighed o u t  

upon l e a v i n g  t h e  k e n n e l .  

The weigh-in w e i g h t s  a r e  r e c o r d e d  by t h e  c l e r k  o f  s c a l e s  o r  paddock 

judge. A d m i n i s t r a t i v e  Rule R4-27-309 . V . 1 .  r e q u i r e s  t h e  c l e r k  o f  s c a l e s  t o  

p o s t  a l l  v a r i a n c e s  from t h e  d o g s f  e s t a b l i s h e d  we igh t s .  According t o  t h e  

Commission Execu t ive  S e c r e t a r y ,  t h e s e  w e i g h t s  s h o u l d  be  p o s t e d  because  

some b e t t o r s  may wish t o  d e t e r m i n e  t h e  amount o f  weight  a  dog h a s  l o s t  i n  

t h e  lock-out  k e n n e l  by comparing t h e  weigh-in w e i g h t s  t o  t h e  weigh-out 

w e i g h t s  . 

T h i s  p rocedure  i s  n o t  fo l lowed  a t  Tucson Greyhound Park .  A s  a r e s u l t ,  t h e  

b e t t i n g  p u b l i c  d o e s  n o t  have a c c e s s  t o  a l l  i n f o r m a t i o n  t h a t  it needs  o r  

wants f o r  wagering purposes .  

S c a l e s  Are Not C e r t i f i e d  by WAM 

A d m i n i s t r a t i v e  Rule R4-27-309.V.l. r e q u i r e s  t h a t  t h e  a c c u r a c y  o f  t h e  

s c a l e s  used t o  weigh greyhounds b e  c e r t i f i e d  by t h e  Department o f  

A d m i n i s t r a t i o n  - Weights and Measures D i v i s i o n  (WAM). During o u r  r ev iew 

we found t h a t  two o f  t h e  t h r e e  s c a l e s  used  by greyhound p e r m i t t e e s  a r e  n o t  

i n  compl iance  w i t h  t h i s  r e q u i r e m e n t .  

The s c a l e s  used a t  t h e  Phoenix- and Tucson-area t r a c k s  a r e  n o t  c e r t i f i e d  

by WAM. The s c a l e s  a r e ,  however, reviewed by r e g i s t e r e d  s e r v i c e  a g e n c i e s  

(RSAS) p r i o r  t o  each meet a n d ,  i f  n e c e s s a r y ,  d u r i n g  t h e  meet.  

R e g i s t e r e d  s e r v i c e  a g e n c i e s  a r e  l i c e n s e d  by WAM t o  r e p a i r  and t e s t  s c a l e s  

r e j e c t e d  by WAM i n s p e c t o r s .  They f o l l o w  t h e  s t a n d a r d s  and t o l e r a n c e s  

e s t a b l i s h e d  by WAM. According t o  t h e  WAM Deputy D i r e c t o r ,  s e r v i c i n g  by 

t h e s e  a g e n c i e s  s h o u l d  be  a d e q u a t e  t o  e n s u r e  t h e  a c c u r a c y  o f  t h e  s c a l e s .  



CONCLUSIONS 

1. C o r r e c t i v e  a c t i o n  i s  needed i n  t h e  o p e r a t i o n s  o f  t h e  two 

commercial  h o r s e  t r a c k s  we obse rved .  The Commission r u l e  

r e s t r i c t i n g  b e t t i n g  by jockeys  d o e s  n o t  a d e q u a t e l y  c o n t r o l  

a g a i n s t  improper  a c t i o n s .  Jockeys  a r e  n o t  p r o p e r l y  i s o l a t e d  from 

c o n t a c t  wi th  t h e  p u b l i c  a t  R i l l i t o  Downs. Also ,  p r o c e d u r e s  f o r  

weighing jockeys  a r e  n o t  f u l l y  i n  compl iance  w i t h  r e q u i r e m e n t s  a t  

e i t h e r  t r a c k .  F i n a l l y ,  problems were found w i t h  s c a l e s  used t o  

weigh jockeys  a t  bo th  t r a c k s .  

2. S i g n i f i c a n t  problems e x i s t e d  i n  t h e  t r a c k  o p e r a t i o n s  o f  t h e  

c o u n t y  f a i r  r a c e  mee t s  w i t h  r e g a r d  t o  t h e  p rocedures  used f o r  

weighing jockeys .  However, t h e  Commission h a s  s i n c e  t a k e n  

c o r r e c t i v e  a c t i o n s  o n  t h i s  m a t t e r .  S e c u r i t y  a t  t h e  r e c e i v i n g  

b a r n  s t i l l  needs  t o  be improved t o  e n s u r e  t h a t  a peace  o f f i c e r  i s  

a lways  p r e s e n t  a t  t h e  r e c e i v i n g  b a r n  and t h a t  a c c e s s  t o  t h e  a r e a  

i s  r e s t r i c t e d  t o  a u t h o r i z e d  pe r sons .  

3. Commission a c t i o n  is  needed a t  t h e  dog t r a c k s  t o  s e e  t h a t  

a d e q u a t e  numbers o f  samples  from winning dogs a r e  o b t a i n e d  and 

a r e  o b t a i n e d  i n  a  s e c u r e  a r e a .  I n  a d d i t i o n ,  some v e t e r i n a r i a n s  

do  n o t  submit  f o r  a n a l y s i s  a l l  samples  o b t a i n e d  from winning 

dogs .  Weigh-in w e i g h t s  a r e  n o t  p o s t e d  a t  Tucson Greyhound Park  

a s  r e q u i r e d  and some s c a l e s  a r e  s e r v i c e d  by r e g i s t e r e d  s e r v i c e  

a g e n c i e s  r a t h e r  t h a n  c e r t i f i e d  as r e q u i r e d  by a d m i n i s t r a t i v e  

r u l e s  . 

1. The Commission amend Rule R4-27-203.Q t o  p r o h i b i t  jockeys  from 

b e t t i n g  on d a y s  t h e y  r i d e ,  e x c e p t  th rough  t h e  owners o f  and on 

t h e  h o r s e s  t h e y  r i d e .  

2. The Commission e n s u r e  t h a t  improper c o n t a c t  does  n o t  o c c u r  

between jockeys  and t h e  p u b l i c  a t  R i l l i t o  Downs. 



3. The Commission t a k e  t h e  n e c e s s a r y  a c t i o n  t o  s e e  t h a t  

- A 1 1  j ockeys  a r e  weighed b e f o r e  each  r a c e  t h e y  r i d e ;  

- A l l  j ockeys  a r e  weighed w i t h  c l o t h e s  and g e a r ;  

- A 1 1  j ockeys  a r e  a c t u a l l y  weighed a f t e r  each r a c e ;  and 

- A 1 1  we igh t  v a r i a n c e s  a r e  p r o p e r l y  announced and a l l  t r a i n e r s  

s p e c i f i c a l l y  n o t i f i e d  o f  v a r i a n c e s  when n e c e s s a r y .  

4 .  The Commission t a k e  a p p r o p r i a t e  d i s c i p l i n a r y  a c t i o n  a g a i n s t  

o f f i c i a l s ,  i n c l u d i n g  s t e w a r d s ,  who f a i l  t o  e n f o r c e  Commission 

requ i rements .  

5. The Commission e n s u r e  t h a t  s c a l e s  used t o  weigh jockeys  a r e  

c e r t i f i a b l e  by t h e  Department o f  A d m i n i s t r a t i o n  - Weights and 

Measures D i v i s i o n .  Also ,  t h e  Commission rev iew whether  s e c u r i t y  

measures  a r e  needed t o  p r e v e n t  p o s s i b l e  t amper ing  w i t h  t h e  s c a l e s .  

6.  The Commission deve lop  fo rmal  g u i d e l i n e s  f o r  t h e  coun ty  f a i r  r a c e  

meets e x p l a i n i n g  t h e  d u t i e s  and  r e s p o n s i b i l i t i e s  o f  t h e  p e a c e  

o f f i c e r s .  The Commission t h e n  r e q u i r e  t h a t  p e r m i t t e e s  e n s u r e  

t h a t  t h e  o f f i c e r s  r e c e i v e  t h e  i n s t r u c t i o n s  p r i o r  t o  t h e  b e g i n n i n g  

o f  each coun ty  f a i r  r a c e  meet. 

> 

7. The Commission implement p o s t r a c e  sampl ing  p rocedures  a t  t h e  dog 

t r a c k s  t o  supplement  p r e r a c e  sampl ing.  Also ,  t h e  Commission 

e n f o r c e  t h e  p r o v i s i o n s  o f  A d m i n i s t r a t i v e  Rule R4-27-309 .Y .6. and 

r e q u i r e  t h a t  p e r m i t t e e s  o f  t r a c k s  where a n  a d e q u a t e  number o f  

samples  are n o t  c o l l e c t e d  p rov ide  a r e c e i v i n g - p i t  a r e a .  

8. The Commission r e v i e w  t h e  p r a c t i c e  o f  n o t  s u b m i t t i n g  a l l  samples  

o b t a i n e d  from winning dogs  and s e e  i f  i t  mee t s  t h e  Commission's 

i n t e n t .  

9.  The Commission d i r e c t  t h e  c l e r k  o f  s c a l e s  a t  Tucson Greyhound 

Park  t o  p o s t  p r e r a c e  we igh t s .  



FINDING I1 

COMMISSION CONTROL OVER THE MUTUEL FUNCTION COULD BE INCREASED AND COSTS 

REDUCED BY $37,000 I F  NEEDED CHANGES ARE MADE. 

Arizona Revised S t a t u t e s  (A. R.S. ) 55-106 r e q u i r e s  t h a t  t h e  Commission 

a p p o i n t  a s u p e r v i s o r  o f  m u t u e l s  t o  ll... s u p e r v i s e  t h e  wager ing and 

pa r i -mutue l  depar tments  a t  a l l  r a c e  meetings. . . ."* The s p e c i f i c  d u t i e s  t o  

be  pe r fo rned  a r e  n o t  i d e n t i f i e d  i n  e i t h e r  t h e  s t a t u t e s  o r  t h e  

a d m i n i s t r a t i v e  r u l e s  promulgated by t h e  Commission. C u r r e n t l y ,  t h e  

Commission h a s  a  mutue l  s u p e r v i s o r  on d u t y  a t  each  t r a c k  d u r i n g  a l l  h o u r s  

o f  o p e r a t i o n .  Such f u l l - t i m e  coverage  is  n o t  e f f e c t i v e  a t  t h e  t r a c k s  w i t h  

s o p h i s t i c a t e d  t o t a l i s a t o r  systems*" i n  t h a t  t h e  d u t i e s  performed by t h e  

s u p e r v i s o r s  do  n o t  a d d r e s s  c r i t i c a l  c o n t r o l s  needed i n  a compute r i zed  

environment .  F u r t h e r ,  t h e  f u l l - t i m e  coverage  is  n o t  n e c e s s a r y  and many o f  

t h e  d u t i e s  performed by t h e  s u p e r v i s o r s  d u p l i c a t e  t h o s e  performed by t h e  

computers.  C o n t r o l s  c o u l d  be  improved and approx imate ly  $37,000 p e r  y e a r  

saved by 1 )  o b t a i n i n g  a p e r s o n  w i t h  t h e  n e c e s s a r y  background t o  r e v i e w  

t h e  c o n t r o l s  i n  and around t h e  computer ized sys tems  and 2 )  e l i m i n a t i n g  

unneeded p o s i t i o n s .  

C o n t r o l s  Over t h e  Computerized Environment 

The p r e s e n t  a c t i v i t i e s  performed by t h e  s u p e r v i s o r s  f a i l  t o  a d d r e s s  t h e  

need f o r  a d d i t i o n a l  c o n t r o l s  o v e r  t h e  automated sys tem o r  t h e  adequacy o f  

e x i s t i n g  c o n t r o l s .  A s  a r e s u l t ,  a t  least two mutue l  sys tems  e x h i b i t  

c o n t r o l  weaknesses t h a t  c r e a t e  a  p o t e n t i a l  f o r  abuse .  

R e s u l t s  o f  a  g e n e r a l  c o n t r o l s  r ev iew o f  two t o t a l i s a t o r  sys tems  performed 

by t h e  Audi to r  G e n e r a l ' s  E l e c t r o n i c  Data P r o c e s s i n g  (EDP) Suppor t  s t a f f  

found t h a t  

* Par i -mutuel  wagering i s  a form o f  b e t t i n g  i n  which t h o s e  h o l d i n g  
winning t i c k e t s  d i v i d e  t h e  t o t a l  amount b e t  i n  p r o p o r t i o n  t o  t h e i r  
wagers ,  l e s s  a  p e r c e n t a g e  f o r  t a x e s ,  management, e t c .  

**  T o t a l i s a t o r  equipment r e c o r d s  amounts wagered and c a l c u l a t e s  b e t t i n g  
p o o l s  and p a y o f f s .  



- S t a t e  mutuel  s u p e r v i s o r s  a r e  n o t  aware o f ,  and d o  n o t  u s e ,  

c o n t r o l s  d e s i g n e d  i n t o  t h e  computer sys tems ;  and 

- Genera l  c o n t r o l s  o v e r  t h e  computer ized environment  a r e  weak. 

Con t ro l  weaknesses  o r  f a i l u r e  t o  u s e  e x i s t i n g  c o n t r o l s  c r e a t e s  t h e  

p o t e n t i a l  f o r  misuse  o f  t h e  t o t a l i s a t o r  system. For example,  i n a d e q u a t e  

c o n t r o l s  i d e n t i f i e d  a t  one  t r a c k  c o u l d  a l l o w  c o u n t e r f e i t i n g  and c a s h i n g  o f  

unclaimed winning t i c k e t s .  A t  a n o t h e r  t r a c k ,  a c c e s s  t o  t h e  sys tem which 

a l l o w s  a d j u s t m e n t s  t o  t e l l e r  b a l a n c e s  d o e s  n o t  r e q u i r e  a password o r  code 

f o r  a u t h o r i z a t i o n .  T h i s  c o u l d  a l l o w  concealment o f  o v e r a g e s  and s h o r t a g e s  

by t e l l e r s .  

D u p l i c a t e  and Unnecessary F u n c t i o n s  

The adven t  o f  computer ized t echno logy  h a s  r e n d e r e d  o b s o l e t e  t h e  

t r a d i t i o n a l  r o l e s  and  f u n c t i o n s  o f  many S t a t e  mutuel  s u p e r v i s o r s .  Whereas 

i n  t h e  p a s t  t h e  p r e s e n c e  o f  S t a t e  mutuel  s u p e r v i s o r s  was n e c e s s a r y  t o  

o v e r s e e  t h e  i n t e g r i t y  o f  t h e  hand c a l c u l a t i o n s  and a c t i o n s  o f  t r a c k  mutuel  

employees,  mutuel  f u n c t i o n s  are now l a r g e l y  performed by computer a t  seven  

of t h e  t r a c k s .  However, t h e  d u t i e s  and f u n c t i o n s  o f  t h e  s u p e r v i s o r s  a t  

t h e s e  t r a c k s  have n o t  k e p t  pace  w i t h  t h e  technology.*  

Mutuel s u p e r v i s o r s  a t  commercial  r a c i n g  f a c i l i t i e s  perform t h e  f o l l o w i n g  

d u t i e s :  

- Observe s e l l e r s  and c a s h i e r s ;  

- I n v e s t i g a t e  c o m p l a i n t s ;  

- Compute monies due t h e  S t a t e  and t r a c k ,  de te rmine  t h e  t o t a l  

d o l l a r  amount wagered and amount wagered i n  each  poo l  and v e r i f y  

t h e  a c c u r a c y  o f  p a y o f f s ;  and 

- P r e p a r e  a  r e c a p i t u l a t i o n  o f  f i n a n c i a l  i n f o r m a t i o n  f o r  t h e  

Commission a c c o u n t a n t .  

* Two commercial  r a c i n g  f a c i l i t i e s  and most county  f a i r  r a c e  mee t s  u s e  
manual par i -mutuel  sys tems.  I n  e f f e c t ,  a l l  c a l c u l a t i o n s  a r e  performed 
manually.  I n  a d d i t i o n ,  coun ty  f a i r  r a c e  meets  do  n o t  employ t r a c k  
mutuel  s u p e r v i s o r s ;  t h e  S t a t e  mutue l  s u p e r v i s o r  must perform a l l  
a d m i n i s t r a t i v e  f u n c t i o n s .  The absence  o f  a n  automated sys tem r e q u i r e s  
t h a t  c a l c u l a t i o n  o f  p o o l s ,  odds  and p a y o f f s  be  v e r i f i e d .  It a p p e a r s  
t h a t  a  S t a t e  mutue l  s u p e r v i s o r  i s  n e c e s s a r y  a t  t h e s e  t r a c k s .  



The u s e  o f  automated t o t a l i s a t o r  equipment h a s  v i r t u a l l y  e l i m i n a t e d  t h e  

need f o r  t h e s e  a c t i v i t i e s  a s  they  d u p l i c a t e  a c t i v i t i e s  which a r e  o r  c o u l d  

be  performed by t h e  computer,  t h e  t r a c k  mutuel  manager, o r  t h e  s t ewards .  

A d d i t i o n a l l y ,  some f u n c t i o n s  a r e  performed s o  i n f r e q u e n t l y  t h a t  a 

f u l l - t i m e  s u p e r v i s o r  i s  n o t  needed. These c o n c l u s i o n s  a r e  based on t h e  

f o l l o w i n g  f a c t s .  

- The t r a c k  mutuel  manager i s  r e s p o n s i b l e  f o r  a l l  p e r s o n n e l - r e l a t e d  

f u n c t i o n s ,  i n c l u d i n g  o b s e r v i n g  t h e  s e l l e r s  and c a s h i e r s  t o  e n s u r e  

t h a t  t h e y  comply w i t h  t h e  r u l e s  and r e g u l a t i o n s .  A d d i t i o n a l  

o b s e r v a t i o n  by Commission employees c o u l d  be made on a p e r i o d i c  

b a s i s .  

- Complaint  i n v e s t i g a t i o n  and r e s o l u t i o n  o c c u r s  i n f r e q u e n t l y  and 

c o u l d  b e  hand led  by t h e  S t a t e  s t e w a r d  and t h e  t r a c k  mutue l  

manager. 

- The automated t o t a l i s a t o r  sys tems  perform a l l  c a l c u l a t i o n s  

i n c l u d i n g  computing poo l  amounts,  p a y o f f s  and monies due  t h e  

S t a t e .  Mutuel s u p e r v i s o r s  t h e n  v e r i f y  t h e s e  c a l c u l a t i o n s  

manual ly .  T h i s  v e r i f i c a t i o n  p rocedure  i s  e s s e n t i a l l y  m e a n i n g l e s s  

i n  t h a t  1 )  a  m i s t a k e  h a s  never  been o b s e r v e d ,  and 2 )  t h e  

s u p e r v i s o r s  perform t h e i r  c a l c u l a t i o n s  u s i n g  d a t a  g e n e r a t e d  by 

t h e  computers.  Such a  p rocedure  does  n o t  e n s u r e  t h a t  f r a u d  h a s  

n o t  o c c u r r e d  s i n c e  i t  d o e s  n o t  i n c l u d e  a  review o f  t h e  d a t a  i n p u t  

and p r o c e s s i n g .  A p p l i c a t i o n s  and g e n e r a l  c o n t r o l s  r e v i e w s ,  

performed by a q u a l i f i e d  EDP a u d i t o r ,  would p r o v i d e  c o n t r o l  o v e r  

t h e s e  f a c t o r s .  

- The r e c a p i t u l a t i o n  r e p o r t  is  p r e p a r e d  by t r a n s f e r r i n g  f i g u r e s  

from a  computer-generated r e p o r t  t o  a form p r e s c r i b e d  by t h e  

Commission. S i n c e  t h e  f i g u r e s  a r e  a l r e a d y  p r e p a r e d  by t h e  

computer ,  t h e  computer c o u l d  be programmed t o  produce t h e  r e p o r t  

i n  a  format  i d e n t i c a l  t o  t h a t  o f  t h e  r e c a p i t u l a t i o n  s h e e t .  T h i s  

procedure  i s ,  i n  f a c t ,  used a t  Tur f  P a r a d i s e .  

A number o f  o t h e r  a g e n c i e s  t h a t  r e g u l a t e  pa r i -mutue l  wager ing do  n o t  

u t i l i z e  mutuel  s u p e r v i s o r s .  Our s u r v e y  o f  34 r e g u l a t o r y  b o d i e s  i n  o t h e r  

s t a t e s  i n d i c a t e d  t h a t  1 5  do  n o t  u s e  s u p e r v i s o r s .  A d d i t i o n a l l y ,  o f  t h o s e  

t h a t  do employ mutuel  s u p e r v i s o r s ,  one  d o e s  s o  on a  p a r t - t i m e  b a s i s  and 

a n o t h e r  is  changing from f u l l  t o  p a r t  t ime .  



$37,000 Cost  Sav ings  P o s s i b l e  

The e l i m i n a t i o n  o f  f u l l - t i m e  mutuel  s u p e r v i s o r s  a t  f u l l y  automated t r a c k s  

would y i e l d  s i g n i f i c a n t  c o s t  s a v i n g s .  During f i s c a l  y e a r  1981-82, t h e  

Commission w i l l  spend approx imate ly  $77,000 f o r  mutuel  s u p e r v i s o r s 1  

s a l a r i e s .  E l i m i n a t i o n  o f  unnecessa ry  p o s i t i o n s  would produce c o s t  s a v i n g s  

of  approx imate ly  $37,000. T h i s  would o c c u r  by 1 )  o b t a i n i n g  a pe rson  w i t h  

t h e  n e c e s s a r y  background t o  review c o n t r o l s  i n  a computer ized environment  

and 2 )  e l i m i n a t i n g  unneeded p o s i t i o n s .  

A person  w i t h  t h e  n e c e s s a r y  background t o  review c o n t r o l s  i n  a 

computer ized environment  c o u l d  be  h i r e d  by t h e  Commission f o r  

approx imate ly  $27,000 p e r  y e a r .  T h i s  pe r son  c o u l d  work year- round,  

moni to r ing  t h e  sys tems  a t  t h e  seven  t r a c k s  w i t h  computer ized sys tems.  The 

pe r son  c o u l d  a l s o  review t h e  g e n e r a l  c o n t r o l s  a t  t h e  seven  t r a c k s  w i t h o u t  

computer ized sys tems.  

H i r i n g  such a pe rson  would a l l o w  t h e  e l i m i n a t i o n  o f  f u l l - t i m e  coverage  by 

mutuel  s u p e r v i s o r s  a t  t h e  seven  t r a c k s  w i t h  computer ized sys tems .  

E l i m i n a t i n g  t h e s e  p o s i t i o n s ,  which pay a s  much a s  $95 p e r  r a c e  day ,  would 

a l l o w  f o r  a n e t  s a v i n g s  o f  approx imate ly  $37,000,  even a f t e r  f u n d i n g  t h e  

p o s i t i o n  d e s c r i b e d  above. 

CONCLUSION 

Use o f  f u l l - t i m e  mutuel  s u p e r v i s o r s  a t  t r a c k s  wi th  f u l l y  automated 

t o t a l i s a t o r  equipment i s  a m i s a l l o c a t i o n  o f  r e s o u r c e s .  The d u t i e s  

c u r r e n t l y  performed by mutuel  s u p e r v i s o r s  a r e  1 )  e s s e n t i a l l y  mean ing less  

i n  t h a t  t h e y  do  n o t  p rov ide  a d e q u a t e  m o n i t o r i n g  o f  computer f u n c t i o n i n g  o r  

c o n t r o l s  and 2 )  d u p l i c a t i v e  o f  f u n c t i o n s  which a r e  o r  cou ld  be  performed 

by t h e  computer o r  t r a c k  p e r s o n n e l .  Appropr ia te  review procedures  c o u l d  

be performed on a p e r i o d i c  b a s i s  by a pe r son  w i t h  a background i n  

reviewing computer c o n t r o l s ,  e l i m i n a t i n g  t h e  need f o r  such  p o s i t i o n s  a t  

seven  t r a c k s  w i t h  f u l l y  automated t o t a l i s a t o r  sys tems.  E l i m i n a t i o n  o f  

t h e s e  p o s i t i o n s  would r e s u l t  i n  a $37,00C c o s t  s a v i n g s .  



RECOMMENDATIONS 

1. The Commission e l i m i n a t e  t h e  p o s i t i o n  o f  mutuel  s u p e r v i s o r  a t  

t r a c k s  w i t h  f u l l y  automated t o t a l i s a t o r  sys tems .  

2.  The Commission h i r e  a p e r s o n  w i t h  t h e  n e c e s s a r y  background t o  

review c o n t r o l s  i n  a compute r i zed  environment .  T h i s  pe r son  

s h o u l d  t h e n  p e r i o d i c a l l y  r e v i e w  t h e  c o n t r o l s  and f u n c t i o n s  o f  t h e  

t o t a l i s a t o r  s y s t e m s  a t  t h e  s e v e n  t r a c k s  w i t h  f u l l y  automated 

sys tems .  



FINDING I11 

THE STATE MAY LOSE APPROXIMATELY $150,000 THIS YEAR I N  REVENUES BECAUSE 

SALES TAX I S  NOT ASSESSED ON ANIMALS SOLD I N  CLAIMING RACES. 

Claiming r a c e s  a r e  r a c e s  i n  which l i c e n s e d  owners may purchase  any h o r s e  

e n t e r e d  i n  t h e  r a c e  a t  a  p r i c e  e s t a b l i s h e d  by t h e  Racing S e c r e t a r y .  P r i o r  

t o  t h e  r a c e ,  owners submi t  c l a i m  forms i n d i c a t i n g  t h a t  t h e y  wish t o  

purchase  a  s p e c i f i c  h o r s e .  If t h e  form is  execu ted  and d e p o s i t e d  w i t h  t h e  

p e r m i t t e e  i n  accordance  w i t h  t h e  Commission's a d m i n i s t r a t i v e  r u l e s ,  t i t l e  

i s  t r a n s f e r r e d  t o  t h e  c l a i m a n t .  

Arizona d o e s  n o t  a s s e s s  s a l e s  t a x  on t h e s e  c l a i m i n g  r a c e s .  Reviewing t h i s  

p r a c t i c e  we found 

- S a l e s  th rough  c l a i m i n g  r a c e s  may f a l l  w i t h i n  t h e  s t a t u t o r y  

p r o v i s i o n s  r e l a t i n g  t o  t r a n s a c t i o n  p r i v i l e g e  t a x e s ,  

- F o u r t e e n  o f  t h e  twen ty -s ix  o t h e r  s t a t e s  t h a t  r e g u l a t e  h o r s e  

r a c i n g  a s s e s s  s a l e s  t a x  on c l a i m i n g  r a c e s ,  and 

- F a i l u r e  t o  a s s e s s  s a l e s  t a x  on t h e s e  t r a n s a c t i o n s  i s  c o s t i n g  t h e  

S t a t e  approx imate ly  $150,000 p e r  y e a r  i n  l o s t  revenues .  

S a l e s  Tax Is Not Assessed 

On Claim T r a n s a c t i o n s  

Arizona Revised S t a t u t e s  (A.R.S.) 542-1309 p r o v i d e s  f o r  t h e  l e v y  o f  

t r a n s a c t i o n  p r i v i l e g e  t a x  o n  t h e  p roceeds  o f  c e r t a i n  b u s i n e s s  

t r a n s a c t i o n s ,  i n c l u d i n g  r e t a i l  s a l e s  o f  t a n g i b l e  p e r s o n a l  p r o p e r t y .  T h i s  

t a x  is  n o t  p r e s e n t l y  a s s e s s e d  on t h e  s a l e  o f  a n i m a l s  th rough  c l a i m i n g  

r a c e s .  



According t o  a L e g i s l a t i v e  Counc i l  memorandum d a t e d  February  1 8 ,  1982," 

t h e  d e t e r m i n i n g  f a c t o r  i n  a s s e s s i n g  s a l e s  t a x  i s  whether  t h e  s e l l e r  i s  

engag ing  i n  t h e  " b u s i n e s s u  o f  s e l l i n g  t a n g i b l e  p e r s o n a l  p r o p e r t y  s i n c e  

c a s u a l  s a l e s  a r e  exempt under  t h e  p r o v i s i o n s  o f  A.R.S. S42-1301. The 

L e g i s l a t i v e  Counci l  i n t e r p r e t a t i o n  i s  based p a r t l y  upon t h e  Department o f  

Revenue (DOR) d e f i n i t i o n  o f  c a s u a l  s a l e s  a s  i s o l a t e d  t r a n s a c t i o n s .  

According t o  a d m i n i s t r a t i v e  r u l e  R15-5-1812, number and  f requency 

d e t e r m i n e  whether a sale i s  c a s u a l :  

".. .Provided t h a t  t h e  s e l l e r  d o e s  n o t  make a p r a c t i c e  
o f  making s a l e s  o f  such  volume o r  f r equency  a s  t o  
i n d i c a t e  h e  i s  a d e a l e r ,  t h e  t r a n s a c t i o n  i s  n o t  s u b j e c t  
t o  t h e  tax. . . ."  

L e g i s l a t i v e  Counc i l  n o t e d ,  "The j u d i c i a l  s t a n d a r d s  a p p l i e d  by t h e  c o u r t s  

a r e  whe the r  such  a c t i v i t y  i s  t i s o l a t e d t ,  ' u n a n t i c i p a t e d 1 ,  ' i r r e g u l a r '  o r  

' s i n g u l a r 1 . "  

Many s a l e s  th rough  c l a i m i n g  r a c e s  do  n o t  a p p e a r  t o  g e n e r a l l y  be 

" i s o l a t e d ,  I t  " u n a n t i c i p a t e d ,  " " i r r e g u l a r  ," o r  f f s i n g u l a r  ." They do n o t  

a p p e a r  t o  be  " u n a n t i c i p a t e d "  i n  t h a t  a pe r son  e n t e r i n g  a h o r s e  i n  a 

c l a i m i n g  r a c e  i s ,  i n  e f f e c t ,  o f f e r i n g  t h e  h o r s e  f o r  s a l e .  They a r e  n o t  

n i s o l a t e d , "  " i r r e g u l a r "  o r  " s i n g u l a r "  i n  t h a t  t h e  m a j o r i t y  o f  t h e  r a c e s  

t h e  h o r s e s  a r e  e n t e r e d  i n  a r e  c l a i m i n g  r a c e s .  For  example,  a t  Turf  

P a r a d i s e  a s  many a s  t e n  o f  t h e  e l e v e n  d a i l y  r a c e s  a r e  c l a i m i n g  r a c e s .  

F u r t h e r ,  we n o t e d  one owner had s o l d  27 h o r s e s  through c l a i m i n g  r a c e s  

d u r i n g  t h e  1980-81 r a c i n g  meets  h e l d  i n  Phoenix.  T h i s  was a n  a v e r a g e  o f  

one s a l e  p e r  week. 

The i s s u e  o f  c h a r g i n g  s a l e s  t a x  f o r  c l a i m i n g  r a c e s  was d i s c u s s e d  wi th  DOR 

o f f i c i a l s .  According t o  a  DOR o f f i c i a l ,  s a l e s  t a x  h a s  n o t  been a s s e s s e d  

on c l a i m s  because  DOR was n o t  f a m i l i a r  wi th  c l a i m i n g  p r a c t i c e s .  A f t e r  

a u d i t  s t a f f  d i s c u s s e d  t h e  i s s u e  w i t h  D O R ,  t h e  Department began reviewing 

t h e  a p p l i c a b i l i t y  o f  t h e  t a x  t o  c l a i m i n g  r a c e s .  

* The Appendix c o n t a i n s  t h e  memorandum t e x t .  
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Four teen  Other  S t a t e s  Charge 

S a l e s  Tax On Claiming Races 

Although c l a i m i n g  r a c e s  do  a p p e a r  t o  f a l l  w i t h i n  t h e  s t a t u t o r y  p r o v i s i o n s  

govern ing  t r a n s a c t i o n  p r i v i l e g e  t a x e s ,  even i f  they  d i d  n o t  t h e r e  would 

a p p e a r  t o  be  s u f f i c i e n t  g rounds  t o  amend t h e  s t a t u t e s  s o  t h a t  t h e y  were 

covered.  Four teen  of  t h e  twen ty -s ix  o t h e r  s t a t e s  t h a t  r e g u l a t e  h o r s e  

r a c i n g  c h a r g e  s a l e s  t a x  on c l a i m i n g  r a c e s .  The f o u r t e e n  s t a t e s ,  which 

i n c l u d e  major  r a c i n g  s tates,  are t h e s e :  

Arkansas 
C a l i f o r n i a  
Colorado 
F l o r i d a  
Idaho  
Kentucky 
Mary l a n d  

Massachuse t t s  
Nebraska 
Nevada 
New J e r s e y  
New York 
Pennsy lvan ia  
West V i r g i n i a  

$150,000 P e r  Year 

i n  Los t  Revenues 

F a i l u r e  t o  a s s e s s  s a l e s  t a x  on c l a i m i n g  r a c e s  w i l l  c o s t  t h e  S t a t e  

approx imate ly  $150,000 t h i s  y e a r  i n  l o s t  revenue.  The s i z e  o f  t h i s  l o s s  

is  due t o  t h e  1 )  d o l l a r  amount invo lved  i n  a n  i n d i v i d u a l  s a l e  th rough  a 

c l a i m i n g  r a c e  and 2 )  number o f  s a l e s  made. 

The s a l e  o f  a  h o r s e  th rough  a  c l a i m i n g  r a c e  i s  a  major  s a l e .  Cla iming 

p r i c e s  a t  Turf P a r a d i s e ,  where most c l a i m i n g  o c c u r s ,  g e n e r a l l y  r a n g e  from 

$2,000 t o  $16,000. The a v e r a g e  c l a i m i n g  p r i c e  a t  Turf P a r a d i s e  t h i s  y e a r  

i s  more t h a n  $5,200. 

There a r e  a l s o  a  s u b s t a n t i a l  number o f  s a l e s  made th rough  c l a i m i n g  r a c e s .  

During t h e  f i r s t  7 5  r a c e  d a y s  a t  Tur f  P a r a d i s e  t h i s  s e a s o n ,  355 h o r s e s  

were c la imed.  T h i s  i s  a n  a v e r a g e  o f  a lmos t  f i v e  h o r s e s  p e r  day and 

r e p r e s e n t s  more t h a n  $1,846,000 i n  untaxed sales. 

During f i s c a l  y e a r  1980-81 t h e r e  were a t  l e a s t  $3,059,650 i n  s a l e s  th rough  

c l a i m i n g  r a c e s .  F a i l u r e  t o  a s s e s s  a  t a x  on t h e s e  s a l e s  r e s u l t e d  i n  l o s t  

r evenues  o f  a t  l e a s t  $122,000. T h i s  y e a r  i t  a p p e a r s  t h e  l o s t  r evenues  may 

exceed $150,000. 



CONCLUSION 

The S t a t e  i s  f a i l i n g  t o  a s s e s s  s a l e s  t a x  on c l a i m i n g  r a c e s  d e s p i t e  t h e  

f a c t  t h a t  s u c h  s a l e s  may f a l l  under  t h e  s t a t u t o r y  p r o v i s i o n  f o r  such  

t a x e s .  F a i l u r e  t o  assess t h i s  t a x  may c o s t  t h e  S t a t e  a p p r o x i m a t e l y  

$150,000 i n  l o s t  revenue t h i s  y e a r .  

RECOMMENDATIOMS 

1. The Department o f  Revenue c o n t i n u e  i t s  e f f o r t s  t o  d e t e r m i n e  i f  

s a l e s  t a x  s h o u l d  b e  a s s e s s e d  on s a l e s  made th rough  c l a i m i n g  

r a c e s .  I f  i t  d e t e r m i n e s  such  s a l e s  s h o u l d  be  t a x e d ,  we recornvend 

t h e  t a x  b e  immediate ly  l e v i e d .  

2. The L e g i s l a t u r e  c o n s i d e r  amending t h e  s t a t u t e s  t o  s p e c i f i c a l l y  

p r o v i d e  f o r  c o l l e c t i n g  s a l e s  t a x  on c l a i n i n g  r a c e s ,  a s  i s  done i n  

14 o t h e r  s t a t e s .  



FINDING I V  

COPIMISSION DISCIPLINARY IiEARINGS ARE NOT CONDUCTED I N  A TIMELY MANNER. AS 

A RZSULT, UNDESIRABLE PERSONS ARE ALLOWED TO PARTICIPATE I N  R A C I N G .  

The five-member Racing Commission i s  u l t i m a t e l y  r e s p o n s i b l e  f o r  

d i s c i p l i n a r y  a c t i o n  imposed on l i c e n s e e s  who v i o l a t e  t h e  s t a t u t e s  o r  r u l e s  

govern ing  r a c i n g .  However, S t a t e  s t a t u t e s  pe rmi t  t h e  Commission t o  

d e l e g a t e  t o  t h e  s t e w a r d s  t h e  r e s p o n s i b i l i t y  o f  h o l d i n g  a n  i n i t i a l  

d i s c i p l i n a r y  h e a r i n g  and imposing a  f i n e  o f  up t o  $500. I f  a f t e r  h o l d i n g  

t h e i r  h e a r i n g s  t h e  s t e w a r d s  f e e l  t h a t  v i o l a t i o n s  are o f  such  a n a t u r e  as 

t o  w a r r a n t  more s e r i o u s  d i s c i p l i n a r y  measures ,  such  as l o n g e r  s u s p e n s i o n s  

o r  r e v o c a t i o n ,  t h e  c a s e s  may be r e f e r r e d  t o  t h e  Commission. A d d i t i o n a l l y ,  

v i o l a t i o n s  such as  some f a l s i f i e d  l i c e n s e  a p p l i c a t i o n s  o r  u s e  o f  

p r o h i b i t e d  d r u g s  must by Commission p o l i c y  be r e f e r r e d  t o  t h e  Commission. 

Because t h e  s t e w a r d s  may suspend l i c e n s e s  f o r  o n l y  30 d a y s ,  a  speedy 

d i s p o s i t i o n  o f  s u c h  r e f e r r a l s  i s  c r i t i c a l .  

Commission h e a r i n g s  a r e  n o t  h e l d  i n  a  t i m e l y  manner. Suspens ions  imposed 

by t h e  s t e w a r d s  o f t e n  e x p i r e  b e f o r e  t h e  Commission h o l d s  i ts  h e a r i n g s ,  

a l l o w i n g  i n d i v i d u a l s  who have been found by t h e  s t e w a r d s  t o  have committed 

s e r i o u s  v i o l a t i o n s  t o  resume r a c i n g .  F u r t h e r ,  a l t h o u g h  t h e  Commission h a s  

t h e  a u t h o r i t y  t o  u s e  a h e a r i n g  o f f i c e r  t o  e x p e d i t e  h e a r i n g s ,  such  a 

p o s i t i o n  i s  n o t  used.  

Commission Hear ings  Are Untimely 

Between J u l y  1, 1980, and November 2 0 ,  1981,  t h e  Cornmission h e l d  54 

d i s c i p l i n a r y  h e a r i n g s .  Twenty-six o f  t h e s e ,  o r  48 p e r c e n t ,  were r e f e r r e d  

by t h e  s t e w a r d s  f o r  such v i o l a t i o n s  as p o s i t i v e  d r u g  t e s t  r e s u l t s ,  

p o s s e s s i o n  o f  n e e d l e s ,  s y r i n g e s  and p r o h i b i t e d  d r u g s  and f a l s i f i c a t i o n  o f  

l i c e n s e  a p p l i c a t i o n s .  Our rev iew r e v e a l e d  t h a t  most c a s e s  a r e  n o t  hea rd  

p r i o r  t o  t h e  e x p i r a t i o n s  o f  t h e  s t e w a r d s 1  s u s p e n s i o n s .  F u r t h e r ,  a s  o f  

February  28, 1982,  t h e  Commission had a back log  o f  24 c a s e s ,  some o f  which 

were o v e r  4 months o l d .  



H i s t o r i c a l l y ,  r e l a t i v e l y  few c a s e s  have been hea rd  w i t h i n  30 d a y s  o f  t h e  

i s s u a n c e  o f  t h e  s t e w a r d s '  r u l i n g s .  A r ev iew o f  t h e  r u l i n g s  and h e a r i n g s  

between J u l y  7 ,  1977,  and November 2 0 ,  1981,  r e v e a l e d  t h a t  a f i n a l  

d i s p o s i t i o n  by t h e  Comvission was reached  w i t h i n  30 d a y s  o f  t h e  s t e w a r d s s  

h e a r i n g s  i n  o n l y  37 p e r c e n t  o f  t h e  c a s e s .  An a d d i t i o n a l  34 p e r c e n t  o f  t h e  

c a s e s  were dec ided  w i t h i n  60 d a y s  and i n  18 p e r c e n t  o f  t h e  c a s e s ,  t h e  

Commission d i s p o s i t i o n  was reached more t h a n  90 days  a f t e r  t h e  s t e w a r d s t  

h e a r i n g s .  

Delays  i n  h e a r i n g  c a s e s  r e f e r r e d  t o  t h e  Commission a p p e a r  t o  be  

a t t r i b u t a b l e  t o  t h e  f o l l o w i n g  f a c t o r s :  

- N o t i c e  r e q u i r e m e n t s  and f r e q u e n c y  o f  Commission mee t ings ;  

- U n a v a i l a b i l i t y  o f  w i t n e s s e s  and ev idence ;  

- I n c o n s i s t e n t  u s e  o f  s c h e d u l i n g  c r i t e r i a ;  and 

- Cont inuances  o f  h e a r i n g s .  

A d m i n i s t r a t i v e  Rule R4-27-109.A.5 r e q u i r e s  t h a t  t h e  Commission g i v e  

w r i t t e n  n o t i c e  a t  l e a s t  20 d a y s  p r i o r  t o  t h e  d a t e  s e t  f o r  t h e  h e a r i n g .  

T h i s  r e q u i r e m e n t ,  coupled w i t h  a  monthly Commission mee t ing  s c h e d u l e ,  can 

r e s u l t  i n  s c h e d u l i n g  d e l a y s  o f  up t o  two months. For  example,  a  l i c e n s e e  

who r e c e i v e s  a  r u l i n g  on June  1 5  cou ld  n o t  be a f f o r d e d  a d e q u a t e  n o t i c e  t o  

be  schedu led  t o  a p p e a r  a t  a  June  30 mee t ing .  A s  a  r e s u l t ,  a  h e a r i n g  may 

n o t  be  schedu led  u n t i l  J u l y  3 0 ,  o v e r  s e v e n  weeks a f t e r  t h e  r u l i n g  d a t e .  

F u r t h e r ,  u n a v a i l a b i l i t y  o f  w i t n e s s e s  and ev idence  hampers t i m e l y  

d i s p o s i t i o n .  I n  some i n s t a n c e s  Commission s t a f f  must l o c a t e  w i t n e s s e s  who 

have moved and t h e n  w a i t  u n t i l  t h e  i n d i v i d u a l  i s  a v a i l a b l e  t o  t e s t i f y ,  

s i n c e  t h e  Commission d o e s  n o t  have a u t h o r i t y  t o  subpoena w i t n e s s e s  who a r e  

o u t  o f  s t a t e .  I n  o t h e r  c a s e s  ev idence  such  as c e r t i f i e d  c o u r t  documents 

must be o b t a i n e d .  According t o  t h e  Chief  I n v e s t i g a t o r ,  t h i s  can t a k e  30 

days  o r  l o n g e r .  



I n c o n s i s t e n c i e s  i n  p r i o r i t i z i n g  c a s e s  f o r  h e a r i n g s  a l s o  c a u s e s  d e l a y s .  

According t o  t h e  Execu t ive  S e c r e t a r y  t h e  s e v e r i t y  o f  t h e  v i o l a t i o n ,  o r  t h e  

e x t e n t  t o  which i t  a f f e c t s  t h e  p u b l i c  s a f e t y  and w e l f a r e ,  i s  c o n s i d e r e d  

when h e a r i n g s  a r e  schedu led .  However, t h i s  c r i t e r i a  i s  n o t  a p p l i e d  

c o n s i s t e n t l y .  For example,  a l t h o u g h  some f a l s i f i e d  l i c e n s e  a p p l i c a t i o n s  

a r e  c o n s i d e r e d  t o  be  s e r i o u s  v i o l a t i o n s ,  a s  o f  February  28 ,  1982,  1 7  c a s e s  

i n v o l v i n g  f a l s i f i e d  l i c e n s e  a p p l i c a t i o n s  have n o t  been hea rd  by t h e  

Commission. Two o f  t h e s e  c a s e s ,  which have been o u t s t a n d i n g  f o r  70 t o  90 

d a y s ,  have been schedu led  t o  be  h e a r d  a t  t h e  March Commission meet ing.  

Other c a s e s  i n v o l v i n g  t h e  same o f f e n s e  which have been o u t s t a n d i n g  f o r  up 

t o  140 days  have n o t  been schedu led .  

Con t inuances  a l s o  c o n t r i b u t e  t o  l e n g t h y  d i s p o s i t i o n s .  A d m i n i s t r a t i v e  Rule 

R4-27-109.C.2. p r o v i d e s  t h a t  a l l  p a r t i e s  a p p e a r i n g  b e f o r e  t h e  Commission 

have t h e  r i g h t  t o  be r e p r e s e n t e d  by a n  a t t o r n e y .  The Commission h a s  

g r a n t e d  a number o f  c o n t i n u a n c e s  because  a t t o r n e y s  c o u l d  n o t  be  p r e s e n t  a t  

t h e  h e a r i n g .  Because t h e  Commission g e n e r a l l y  meets  monthly ,  t h e s e  

c o n t i n u a n c e s  r e p r e s e n t  d e l a y s  o f  months r a t h e r  t h a n  d a y s  o r  weeks. 

Undes i rab le  L i c e n s e e s  Allowed 

To P a r t i c i p a t e  I n  Racing 

According t o  A.R.S. $5-104, s u b s e c t i o n  E ,  s t e w a r d s  c a n n o t  suspend l i c e n s e s  

f o r  more than  30 days .  If t h e  Commission d o e s  n o t  a c t  p r i o r  t o  t h e  

e x p i r a t i o n  o f  t h e  s u s p e n s i o n ,  t h e  i n d i v i d u a l  i s  a l lowed  t o  c o n t i n u e  

p a r t i c i p a t i n g  i n  r a c i n g .  Because t h e  Commission o n l y  d i s p o s e s  o f  37 

p e r c e n t  o f  i t s  c a s e s  w i t h i n  30 d a y s  o f  t h e  s t e w a r d s  r u l i n g ,  numerous 

p e r s o n s  who have committed s e r i o u s  o f f e n s e s  a r e  a l lowed  t o  resume 

o p e r a t i n g  on t h e  t r a c k s .  The f o l l o w i n g  c a s e s  i l l u s t r a t e  t h e  need f o r  

r a p i d  d i s p o s i t i o n  o f  m a t t e r s  r e f e r r e d  t o  t h e  Commission. 

Case 1: 

I n  March 1981 s t e w a r d s  suspended a l i c e n s e  f o r  30 d a y s  and r e f e r r e d  

t h e  c a s e  t o  t h e  Commission f o r  p o s s e s s i o n  o f  n e e d l e s  and i l l e g a l  

s u b s t a n c e s .  F i n a l  d i s p o s i t i o n  was n o t  r eached  u n t i l  J u l y  1981,  a l m o s t  

f o u r  months a f t e r  t h e  i n i t i a l  r u l i n g .  The Commission suspended t h e  

l i c e n s e  f o r  s i x  months. 



Case 2: 

I n  A p r i l  1981 a l i c e n s e  was suspended f o r  30 d a y s  and a  $500 f i n e  was 

imposed by t h e  s t e w a r d s  f o r  p o s s e s s i o n  o f  s y r i n g e s  and i l l e g a l  d rugs .  

The c a s e  was r e f e r r e d  t o  t h e  Commission. The l i c e n s e e  r e q u e s t e d  and 

r e c e i v e d  numerous c o n t i n u a n c e s .  A s  o f  January  28 ,  1982,  t h e  c a s e  was 

n o t  hea rd  by t h e  Commission. 

House B i l l  No. 2028, i n t r o d u c e d  i n  t h e  1982 s e s s i o n  o f  t h e  Arizona S t a t e  

L e g i s l a t u r e  and s u p p o r t e d  by t h e  Commission, would a l l o w  s t e w a r d s  t o  

suspend l i c e n s e s  f o r  up t o  60 days .  Approximately 71 p e r c e n t  o f  a l l  c a s e s  

reviewed by Audi to r  Genera l  s t a f f  were r e s o l v e d  by t h e  Commission w i t h i n  

60 days.  

Use Of Hear ing O f f i c e r  

Would E x p e d i t e  Hear ings  

The u s e  o f  a h e a r i n g  o f f i c e r  would e x p e d i t e  t h e  h e a r i n g  p r o c e s s .  Where 

t h e  Commission now mee t s  monthly ,  a h e a r i n g  o f f i c e r  would be  a v a i l a b l e  

f u l l  t ime.  Problems w i t h  t h e  20-day n o t i c e  requ i rement  and c o n t i n u a n c e s  

would be  minimized because  s c h e d u l i n g  would be  more f l e x i b l e .  F u r t h e r ,  

l e n g t h y  h e a r i n g s ,  such a s  one  h e a r i n g  which l a s t e d  more t h a n  8  h o u r s ,  

would n o t  d e l a y  o t h e r  Commission b u s i n e s s .  

A d m i n i s t r a t i v e  Rule R4-27-109 p e r m i t s  t h e  Commission t o  a p p o i n t  a h e a r i n g  

o f f i c e r .  According t o  t h e  Commission Execu t ive  S e c r e t a r y ,  one  h a s  n o t  

been a p p o i n t e d  due t o  budget  c o n s t r a i n t s .  The s a l a r y  f o r  a h e a r i n g  

o f f i c e r  i s  e s t i m a t e d  t o  be  $38,000. I f ,  a s  d i s c u s s e d  i n  F i n d i n g  11, 

unneeded mutuel  p o s i t i o n s  a r e  e l i m i n a t e d ,  $37,000 would be  a v a i l a b l e  f o r  

such  a  p o s i t i o n .  ( s e e  page 24)  

Use o f  h e a r i n g  o f f i c e r s  by o t h e r  a g e n c i e s  i s  a r e l a t i v e l y  common 

p r a c t i c e .  E igh teen  o f  t h e  o t h e r  t h i r t y - f o u r  r a c i n g  r e g u l a t o r y  b o d i e s  

surveyed u s e  h e a r i n g  o f f i c e r s .  A d d i t i o n a l l y ,  numerous a g e n c i e s  i n  

Arizona,  i n c l u d i n g  t h e  Department o f  Revenue, I n s u r a n c e  Department and t h e  

S t a t e  P e r s o n n e l  Board,  u s e  h e a r i n g  o f f i c e r s .  



CONCLUSION 

The Commission h a s  f a i l e d  t o  t a k e  t i m e l y  a c t i o n  on c a s e s  r e f e r r e d  t o  i t  by 

t h e  s t ewards .  A s  a r e s u l t ,  i n d i v i d u a l s  d i s c i p l i n e d  by t h e  s t e w a r d s  f o r  

s e r i o u s  v i o l a t i o n s  a r e  a l lowed  t o  resume r a c i n g  b e f o r e  f i n a l  d i s p o s i t i o n s  

a r e  reached.  

RECOMMENDATION 

The L e g i s l a t u r e  1 )  amend A.R.S .  $5-104, s u b s e c t i o n  E ,  t o  a l l o w  s t e w a r d s  

t o  suspend l i c e n s e s  f o r  up t o  60 d a y s  a n d / o r  2 )  a p p r o p r i a t e  funds  t o  

a l l o w  t h e  Commission t o  a p p o i n t  a  h e a r i n g  o f f i c e r .  Such funds  cou ld  be 

l a r g e l y  d e r i v e d  by e l i m i n a t i n g  unneeded mutue l  p o s i t i o n s .  ( s e e  page 24)  



FINDING V 

CONTROLS OVER THE LICENSING PROCESS HAVE BEEN SIGNIFICANTLY IMPROVED. 

HOWEVER, SOME ADDITIONAL IMPROVEMENTS ARE STILL NEEDED. 

One o f  t h e  most s e r i o u s  f i n d i n g s  o f  t h e  p r e v i o u s  performance a u d i t  was 

t h a t  t h e  Commission was n o t  f u l f i l l i n g  i t s  s t a t u t o r y  r e s p o n s i b i l i t y  t o  

r e g u l a t e  r a c i n g  p a r t i c i p a n t s  th rough  t h e  l i c e n s i n g  p r o c e s s .  S i n c e  t h e  

t ime  o f  t h a t  r e p o r t  c o n t r o l s  o v e r  t h e  l i c e n s i n g  p r o c e s s  have been 

s i g n i f i c a n t l y  improved,  a l t h o u g h  some f u r t h e r  improvements a r e  s t i l l  

needed. S p e c i f i c a l l y ,  we found t h a t  

- Required i n v e s t i g a t i o n s  o f  l i c e n s e  a p p l i c a n t s ,  i n c l u d i n g  

f i n g e r p r i n t i n g ,  a r e  now b e i n g  conduc ted ;  

- P r o c e d u r e s  recommended t o  p r e v e n t  u n l i c e n s e d  p e r s o n s  from 

p a r t i c i p a t i n g  i n  r a c i n g  have been implemented,  however,  

implementa t ion  h a s  n o t  been complete  and some u n l i c e n s e d  a c t i v i t y  

i s  s t i l l  o c c u r r i n g ;  

- Commission employees a r e  do ing  a  b e t t e r  job  o f  f o l l o w i n g  

e s t a b l i s h e d  l i c e n s i n g  p rocedures  b u t  s t i l l  need t o  f u r t h e r  

improve t h e i r  performance;  

- Adequate c o n t r o l s  have been p l a c e d  o v e r  t h e  c o l l e c t i n g ,  r e c o r d i n g  

and h a n d l i n g  o f  l i c e n s e  f e e s ;  and 

- O f f i c e r s  and d i r e c t o r s  o f  p e r m i t t e e s  a r e  now r e q u i r e d  t o  b e  

l i c e n s e d .  

I n v e s t i g a t i o n s  o f  L i c e n s e  A p p l i c a n t s  

A t  t h e  t i m e  o f  Report  81-5 t h e  Commission was n o t  v e r i f y i n g  l i c e n s e  

a p p l i c a t i o n  i n f o r m a t i o n  and had suspended f i n g e r p r i n t i n g  o f  a p p l i c a n t s .  

I n  a d d i t i o n ,  s t e w a r d s  were n o t  in fo rming  t h e  i n v e s t i g a t o r s  o f  i n f o r m a t i o n  

abou t  a p p l i c a n t s f  c r i m i n a l  r e c o r d s  and r u l i n g s  from o t h e r  j u r i s d i c t i o n s .  

A s  a  r e s u l t ,  a t  l e a s t  7  p e r c e n t  of  t h e  p e r s o n s  l i c e n s e d  by t h e  Commission 

d u r i n g  f i s c a l  y e a r  1979-80 f a l s i f i e d  i n f o r m a t i o n  o n  t h e i r  l i c e n s e  

a p p l i c a t i o n s  r e g a r d i n g  c r i m i n a l  c o n v i c t i o n s ,  r u l i n g s  by o t h e r  

j u r i s d i c t i o n s  o r  bo th .  



Required i n v e s t i g a t i o n s  a r e  now conducted o f  a p p l i c a n t s  f o r  l i c e n s e s ,  and 

p rocedures  have been e s t a b l i s h e d  t o  e n s u r e  t h a t  i n v e s t i g a t o r s  a r e  informed 

o f  a p p l i c a n t s '  c r i m i n a l  r e c o r d s  and p r i o r  r u l i n g s .  F i n g e r p r i n t i n g  o f  a l l  

a p p l i c a n t s  was resumed i n  A p r i l  1981. Whereas p r e v i o u s l y  f i n g e r p r i n t s  

cou ld  be  found f o r  o n l y  19  p e r c e n t  o f  t h e  Commissionls l i c e n s e e s ,  

f i n g e r p r i n t s  a r e  now on f i l e  f o r  100 p e r c e n t  o f  t h e  l i c e n s e e s  reviewed.* 

From J u l y  6 ,  1981,  t o  December 1 7 ,  1981,  t h e s e  measures  r e s u l t e d  i n  t h e  

i d e n t i f i c a t i o n  o f  1 3 1  i n d i v i d u a l s  who f a l s i f i e d  l i c e n s e  a p p l i c a t i o n s .  

P r e v e n t i n g  Unl icensed A c t i v i t y  

The Commission h a s  e s t a b l i s h e d  p r o c e d u r e s  as recommended i n  Report  81-5 t o  

p r e v e n t  u n l i c e n s e d  a c t i v i t y .  After f i n d i n g  t h a t  5 p e r c e n t  o f  t h e  pe r sons  

and c o r p o r a t i o n s  we checked were u n l i c e n s e d ,  i n c l u d i n g  jockeys ,  s t e w a r d s ,  

p e r m i t t e e  o f f i c i a l s  and owners ,  w e  recommended t h a t  

- Commission s t a f f  i n c r e a s e  v i s u a l  checks  o f  l i c e n s e s ;  and 

- The names a p p e a r i n g  i n  t h e  r a c i n g  programs be  checked a g a i n s t  

p e r s o n s  l i c e n s e d  by t h e  Commission. 

These p r o c e d u r e s  were e s t a b l i s h e d  and r e s u l t e d  i n  t h e  Commission 

i d e n t i f y i n g  and t a k i n g  a c t i o n  a g a i n s t  667 p e r c e n t  more u n l i c e n s e d  

i n d i v i d u a l s  d u r i n g  J u l y  th rough  December 1951  t h a n  i t  d i d  i n  t h e  same 

p e r i o d  i n  1980. However, t h e  p rocedures  a p p a r e n t l y  have n o t  been f u l l y  

implemented a s  a review o f  a  sample  o f  50 p e r s o n s  l i s t e d  on t h e  r a c i n g  

programs found t h a t  two u n l i c e n s e d  owners had p a r t i c i p a t e d  i n  r a c i n g .  

* E f f e c t i v e  October  1, 1981, t h e  F e d e r a l  Bureau o f  I n v e s t i g a t i o n  p laced  
a  one-year  moratorium on t h e  p r o c e s s i n g  o f  f i n g e r p r i n t s  f o r  
noncr imina l  j u s t i c e  a g e n c i e s .  The Commission h a s  c o n t i n u e d  t o  t a k e  
f i n g e r p r i n t s  w i t h  t h e  i n t e n t i o n  o f  s u b m i t t i n g  them a f t e r  t h e  
moratorium i s  l i f t e d .  The Comnission h a s  con t inued  t o  p r o c e s s  names 
through t h e  Department o f  P u b l i c  S a f e t y ' s  f i l e s .  



The Commission i s  a l s o  imposing more s t r i n g e n t  d i s c i p l i n e  a g a i n s t  

u n l i c e n s e d  i n d i v i d u a l s .  P r e v i o u s l y  t h e  most common a c t i o n  t a k e n  a g a i n s t  

u n l i c e n s e d  i n d i v i d u a l s  was t o  l1make them g e t  a l i c e n s e . I 1  F u r t h e r ,  when 

formal  a c t i o n  was t a k e n  i t  r e s u l t e d  i n  a  f i n e  i n  a p p r o x i m a t e l y  one-hal f  o f  

t h e  c a s e s .  During J u l y  th rough  December 1981  t h e  fo rmal  a c t i o n s  a g a i n s t  

u n l i c e n s e d  i n d i v i d u a l s  a l l  r e s u l t e d  i n  f i n e s  e x c e p t  f o r  o n e  c a s e  which was 

r e f e r r e d  t o  t h e  Commission f o r  f u r t h e r  a c t i o n .  

Fol lowing L icens ing  P r o c e d u r e s  

Commission employees a r e  do ing  a b e t t e r  j o b  o f  f o l l o w i n g  e s t a b l i s h e d  

l i c e n s i n g  p rocedures .  Few of  t h e  l i c e n s e  a p p l i c a t i o n s  reviewed d u r i n g  

Report 81-5 were p r o p e r l y  completed.  The o t h e r  a p p l i c a t i o n s  were o f t e n  

1 )  n o t  s i g n e d  by s t e w a r d s  (69 p e r c e n t ) ,  2 )  n o t  s i g n e d  i n  t h e  p resence  of  

a  Commission o f f i c i a l  (53  p e r c e n t ) ,  o r  3) l a c k i n g  such i n f o r n a t i o n  a s  

d a t e s  o f  b i r t h ,  employers ,  names o f  a n i m a l s ,  a p p l i c a n t s '  s i g n a t u r e s ,  o r  

d e t a i l s  o f  p r i o r  r u l i n g s  and c r i m i n a l  h i s t o r i e s .  Now, 6 3  p e r c e n t  o f  t h e  

a p p l i c a t i o n s  a r e  p r o p e r l y  completed.  The l a r g e s t  a r e a  o f  noncompliance is  

t h e  29 p e r c e n t  of  t h e  a p p l i c a t i o n s  t h a t  a r e  s t i l l  n o t  s i g n e d  i n  t h e  

p r e s e n c e  o f  a  Commission o f f i c i a l  o r  n o t a r y  p u b l i c .  

C o n t r o l s  Over L icense  Fees  

I n  Report  81-5 we n o t e d  a number o f  weaknesses  i n  t h e  a c c o u n t i n g  c o n t r o l s  

o v e r  t h e  c o l l e c t i n g ,  r e c o r d i n g  and h a n d l i n g  o f  l i c e n s e  f e e s .  These 

weaknesses were demons t ra ted  by t h e  f a c t  t h a t  t h e r e  was a n  u n e x p l a i n a b l e  

d i f f e r e n c e  of  $3,969 between t h e  l i c e n s e  f e e s  t h a t  were a c t u a l l y  c o l l e c t e d  

d u r i n g  f i s c a l  y e a r  1979-80 v e r s u s  t h e  f e e s  t h a t  s h o u l d  have been c o l l e c t e d  

based on t h e  number o f  l i c e n s e s  i s s u e d .  

A June  1981 f i n a n c i a l  a u d i t  o f  t h e  Racing Commission by t h e  Audi to r  

Genera l  h a s  s i n c e  found t h a t  p roper  a c c o u n t i n g  c o n t r o l s  a r e  now i n  p l a c e .  

F u r t h e r ,  a r e c o n c i l i a t i o n  by performance a u d i t  s t a f f  found t h a t  f e e s  

c o l l e c t e d  d u r i n g  t h e  f i r s t  s i x  months o f  f i s c a l  y e a r  1981-82 v e r s u s  t h e  

f e e s  t h a t  shou ld  have been c o l l e c t e d  based on t h e  number o f  l i c e n s e s  

i s s u e d  now a g r e e .  



L i c e n s i n g  o f  O f f i c e r s  and 

D i r e c t o r s  o f  P e r m i t t e e s  

We p r e v i o u s l y  no ted  t h a t  a l t h o u g h  t h e  Commission had s t a t u t o r y  a u t h o r i t y ,  

i t  was n o t  l i c e n s i n g  i n d i v i d u a l  o f f i c e r s  and d i r e c t o r s  o f  r a c i n g  

p e r m i t t e e s .  T h i s  l e f t  t h e  Commission w i t h  no means t o  d i s c i p l i n e  o f f i c e r s  

o r  d i r e c t o r s  who v i o l a t e d  Commisson r u l e s .  I n d i v i d u a l  o f f i c e r s  and 

d i r e c t o r s  a r e  now l i c e n s e d  p u r s u a n t  t o  a  May 21,  1981,  d i r e c t i v e  o f  t h e  

Commission. 

CONCLUSION - 

C o n t r o l s  o v e r  t h e  l i c e n s i n g  p r o c e s s  have been s i g n i f i c a n t l y  improved. 

However, t h e  Commission needs  t o  1 )  more f u l l y  implement t h e  p rocedures  

a v a i l a b l e  t o  p r e v e n t  u n l i c e n s e d  a c t i v i t y  and 2 )  e n s u r e  t h a t  all l i c e n s i n g  

p rocedures  a r e  fo l lowed .  

RECOMMENDATIONS 

1. The l i c e n s i n g  s u p e r v i s o r  e n s u r e  t h a t  a l l  names l i s t e d  i n  t h e  - 
r a c i n g  program a r e  reviewed a g a i n s t  p e r s o n s  l i c e n s e d  by t h e  

Commission. 

2. The l i c e n s i n g  s u p e r v i s o r  p e r i o d i c a l l y  r ev iew l i c e n s e  a p p l i c a t i o n s  

t o  e n s u r e  t h a t  a l l  p r o c e d u r e s ,  i n c l u d i n g  t h e  requ i rement  t h a t  - 
a p p l i c a t i o n s  be s i g n e d  i n  t h e  p r e s e n c e  o f  a  Commission o f f i c i a l  

o r  a n o t a r y  p u b l i c ,  a r e  fo l lowed .  



FINDING V I  

THE COMMISSION HAS NOT TAKEN TIMELY ACTION TO RECOVER FUNDS I T  GRANTED 

IMPROPERLY. 

Audi to r  Genera l  Report  81-5 d i s c l o s e d  t h a t  t h e  Comaission had improper ly  

g r a n t e d  a p p r o v a l  t o  p e r m i t t e e s  t o  w i t h h o l d  c a p i t a l  improvement f u n d s , *  and 

had ,  i n  p a s t  y e a r s ,  made i l l e g a l  l o a n s  t o  l i c e n s e e s .  Also ,  t h e  Commission 

had never  de te rmined  whe the r  funds  from t h e  coun ty  f a i r s  and r a c i n g  

b r e e d e r s t  award fund s h o u l d  be  used t o  pay f o r  t h e  s a l a r y  o f  a 

manager-supervisor .  Once n o t i f i e d  o f  t h e s e  problems,  t h e  Commission d i d  

n o t  t a k e  t i m e l y  a c t i o n  t o  r e c o v e r  t h e  funds  o r  c o r r e c t  t h e  s i t u a t i o n s .  

C a p i t a l  Improvement Funds 

I n  1978 t h e  Commission i m p r o p e r l y  approved r e q u e s t s  from Turf P a r a d i s e  and 

P r e s c o t t  Downs t o  u s e  c a p i t a l  improvement f u n d s  t o  purchase  r o l l i n g  s t o c k  

( t r a c t o r s ,  t r u c k s  and equipment) .  The c o s t  o f  t h e s e  i t e m s  purchased by 

Turf P a r a d i s e  and P r e s c o t t  Downs was $190,122 and $38,922,  r e s p e c t i v e l y .  

However, t h e  P r e s c o t t  Downs equipment was p a r t  o f  a l a r g e r  $100,943 

r e q u e s t .  Once t h e  improper  r o l l i n g  s t o c k  c o s t s  were s u b t r a c t e d ,  t h i s  

r e q u e s t  a l s o  f a i l e d  t o  meet t h e  s t a t u t o r y  r e q u i r e m e n t s  f o r  c a p i t a l  

improvements.** Thus, t h e  Commission a c t u a l l y  improper ly  approved 

$291,065 f o r  c a p i t a l  improvements. 

* A.R.S. 55-111.02 p r o v i d e s  f o r  t h e  S t a t e  t o  s u b s i d i z e  c a p i t a l  
improvements a t  commercial  h o r s e  t r a c k s .  Commercial h o r s e  r a c i n g  
p e r m i t t e e s  who r e c e i v e  Commission a p p r o v a l  f o r  c a p i t a l  improvements 
a r e  a l lowed  t o  reduce  t h e  p e r c e n t  pa id  t o  t h e  S t a t e  by 1 p e r c e n t  of  
t h e  t o t a l  amount wagered.  

**  A.R.S. $5-111.02, s u b s e c t i o n  D ,  r e q u i r e s  t h a t  a r e q u e s t  t o t a l  a t  l e a s t  
$100,000 t o  q u a l i f y  a s  a c a p i t a l  improvement. A f t e r  s u b t r a c t i n g  t h e  
$38,921 which was improper ly  approved f o r  v e h i c l e s  and equipment,  t h e  
o r i g i n a l  $100,943 r e q u e s t  f a i l e d  t o  meet t h e  s t a t u t o r y  requ i rement .  



Tur f  P a r a d i s e  h a s  n o t  w i t h h e l d  any f u n d s  f o r  i t s  r o l l i n g  s t o c k .  A t  t h e  

time o f  o u r  p r e v i o u s  r e p o r t ,  P r e s c o t t  Downs had w i t h h e l d  $85,974 o f  t h e  

t o t a l  $100,943 r e q u e s t ,  i n c l u d i n g  $23,953 f o r  r o l l i n g  s t o c k .  C u r r e n t l y ,  

t h e  e n t i r e  $100,943 h a s  been w i t h h e l d .  We recommended i n  Repor t  81-5 t h a t  

t h e  Commission d o  a s  f o l l o w s :  

- Rescind i ts a p p r o v a l  o f  r o l l i n g  s t o c k  a s  a c a p i t a l  improvement; 

- D i r e c t  Tur f  P a r a d i s e  n o t  t o  w i t h h o l d  f u n d s  f o r  t h e  r o l l i n g  s t o c k ;  

- D i r e c t  P r e s c o t t  Downs t o  r e p a y  t h e  $23,953 w i t h h e l d  f o r  r o l l i n g  

s t o c k ;  and 

- Request  a n  A t t o r n e y  Genera l  o p i n i o n  t o  d e t e r m i n e  i f  P r e s c o t t  

ilowns s h o u l d  be  r e q u i r e d  t o  r epay  a l l  f u n d s  w i t h h e l d  a g a i n s t  t h e  

$100,943 r e q u e s t .  

The Commission d i d  n o t  t a k e  t i m e l y  a c t i o n  on  t h e s e  recommendations.  

I n s t e a d  o f  r e s c i n d i n g  i ts  improper  a p p r o v a l  and r e q u e s t i n g  repayment o f  

t h e  f u n d s  from P r e s c o t t  Downs, t h e  Commission w a i t e d  a l m o s t  two months and 

t h e n  r e q u e s t e d  a n  A t t o r n e y  G e n e r a l  o p i n i o n  on t h e  e n t i r e  m a t t e r .  When t h e  

A t t o r n e y  G e n e r a l  o p i n i o n  was r e c e i v e d  t h r e e  months l a t e r  s u p p o r t i n g  t h e  

c o n c l u s i o n s  o f  t h e  a u d i t  r e p o r t ,  t h e  Commission w a i t e d  a n  a d d i t i o n a l  t h r e e  

months,  u n t i l  December 3 ,  1981,  b e f o r e  r e q u e s t i n g  repayment o f  t h e  funds .  

F u r t h e r ,  Commission co r respondence  i n d i c a t e s  i t  was n o t  u n t i l  a month 

a f t e r  t h a t  a c t i o n  i n  J a n u a r y  1982 t h a t  t h e  C o ~ n a i s s i o n  n o t i f i e d  Turf  

P a r a d i s e  i t  c o u l d  n o t  w i t h h o l d  f u n d s  f o r  r o l l i n g  s t o c k .  

I n  d i s c u s s i n g  why i t  took  s o  long  f o r  t h e  Com!ission t o  r e s c i n d  i t s  

a p p r o v a l  of  r o l l i n g  s t o c k  a s  a c a p i t a l  improvement,  p a r t i c u l a r l y  a f t e r  t h e  

A t t o r n e y  Genera l  o p i n i o n  was r e c e i v e d ,  w e  were t o l d  t h a t  t h e  Commission 

was hop ing  t h a t  l e g i s l a t i o n  c o u l d  be  passed which would r e t r o a c t i v e l y  

i n c l u d e  r o l l i n g  s t o c k  a s  a  c a p i t a l  improvement. When t h e  Commission 

l e a r n e d  t h a t  t h i s  would n o t  be  p o s s i b l e ,  a  r e q u e s t  was t h e n  made f o r  

repayment.  

We were a l s o  t o l d  t h a t  t h e  fo rmer  chai rman o f  t h e  Commission had 

r e p o r t e d l y  n o t i f i e d  Turf  P a r a d i s e  p r i o r  t o  J a n u a r y  1982 t h a t  a p p r o v a l  f o r  

r o l l i n g  s t o c k  had been r e s c i n d e d .  When no c o p i e s  o f  t h e  co r respondence  

c o u l d  l a t e r  b e  found,  t h e  c u r r e n t  chai rman s e n t  t h e  J a n u a r y  1982 

n o t i f i c a t i o n  t o  Turf  P a r a d i s e .  



A s  o f  February  18, 1982,  no f u n d s  had been r e p a i d  by P r e s c o t t  Downs. 

However, t h e  Commission and t h e  At to rney  Genera l  a r e  s t u d y i n g  t h e  

p o s s i b i l i t y  o f  hav ing  t h e  Yavapai County F a i r  A s s o c i a t i o n ,  which owns 

P r e s c o t t  Downs, u s e  f u n d s  from t h e  coun ty  f a i r s  r a c i n g  and b r e e d e r s '  award 

fund t o  purchase  t h e  i t e m s  t h a t  P r e s c o t t  Downs bought w i t h  t h e  c a p i t a l  

improvement funds .  P r e s c o t t  Downs would t h e n  u s e  t h a t  money t o  re imburse  

t n e  S t a t e .  

I l l e g a l  Loans Through Benevolent  Funds 

P r i o r  t o  March 1978 t h e  Commission i l l e g a l l y  loaned  $51,016 t o  l i c e n s e e s  

through t h e  Race Track Benevolent  Fund and t h e  Greyhound Benevolent  

Fund.* Although t h e  Funds were found t o  b e  i l l e g a l  and were d i s c o n t i n u e d ,  

no e f f o r t  was made t o  d e t e r m i n e  whe the r  any o f  t h e  $50,656 i n  

i n t e r e s t - f r e e  l o a n s  t h a t  remained o u t s t a n d i n g  cou ld  be  c o l l e c t e d .  Our 

a u d i t  recommended t h a t  a n  e f f o r t  be made t o  d e t e r m i n e  whether  it would be 

f e a s i b l e  t o  c o l l e c t  a n y ,  o r  a l l ,  o f  t h e  unpaid  l o a n s .  

The Commission d i d  n o t  i n i t i a t e  a c t i o n  t o  r e c o v e r  t h e  unpa id  l o a n s  u n t i l  

approx imate ly  n i n e  months a f t e r  o u r  a u d i t  was r e l e a s e d .  I n  January  1982 

t h e  Execu t ive  S e c r e t a r y  was d i r e c t e d  t o  a t t e m p t  t o  c o l l e c t  t h e  o u t s t a n d i n g  

loans .  A s  o f  February  1 8 ,  1982,  no monies had been recovered .  

Commission o f f i c i a l s  t o l d  u s  a c t i o n  was n o t  t a k e n  e a r l i e r  t o  r e c o v e r  t h e  

i l l e g a l  l o a n s  because  t h e  Commission f e l t  t h e y  had n o t  e r r e d  when t h e  

l o a n s  were made and d i d  n o t  t h i n k  any monies would be  recovered .  

Funding County F a i r  

Manager-Supervisor ls  S a l a r y  

The Commission a n n u a l l y  d i s t r i b u t e s  more t h a n  $200,000 from t h e  c o u n t y  

f a i r s  r a c i n g  and b r e e d e r s 1  award fund t o  t h e  county  f a i r  r a c e  mee t s .  The 

Commission h a s  complete  d i s c r e t i o n  i n  a l l o c a t i n g  t h e  monies a s  l o n g  a s  t h e  

u s e  o f  t h e  monies i s  deemed I1necessary f o r  t h e  promotion and b e t t e r m e n t  o f  

county  f a i r  r a c i n g  meets.  l1 

* These Funds were c r e a t e d  t o  p r o v i d e  a n  emergency s o u r c e  o f  f i n a n c i a l  
a s s i s t a n c e  f o r  needy i n d i v i d u a l s  employed a t  t h e  r a c e  t r a c k s .  F i n e s  
l e v i e d  a g a i n s t  l i c e n s e e s  were used t o  e s t a b l i s h  and s u s t a i n  t h e  Funds 
which were c o n t r o l l e d  by t h e  s t e w a r d s .  



Although most e x p e n d i t u r e s  a r e  used f o r  p h y s i c a l  improvements and 

equipment ,  one  coun ty  d i d  u s e  t h e  f u n d s  t o  pay t h e  s a l a r y  o f  a  

manager-supervisor .  While t h e  Commission h a s  de te rmined  t h a t  such  i t e m s  

as e x p e n d i t u r e s  f o r  equipment a r e  n e c e s s a r y  f o r  t h e  "betterment1I o f  coun ty  

f a i r  r a c i n g  m e e t s ,  i t  h a s  n e v e r  made a  similar d e t e r m i n a t i o n  r e g a r d i n g  t h e  

s a l a r y  o f  a  manager-supervisor .  We p r e v i o u s l y  recommended t h a t  t h e  

Commission make a d e t e r m i n a t i o n  o n  t h e  m a t t e r .  

A r e q u e s t  f o r  a  d e t e r m i n a t i o n  on t h e  m a t t e r  was brought  t o  t h e  Commission 

by Commission s t a f f  i n  December 1981. No a c t i o n  had been t a k e n  as of  

January  31, 1982. The Commission chai rman t o l d  u s  he  p e r s o n a l l y  b e l i e v e d  

e x p e n d i t u r e s  f o r  a manager - superv i so r ' s  s a l a r y  would b e  f o r  t h e  promotion 

and b e t t e r m e n t  o f  c o u n t y  f a i r  r a c i n g .  He s a i d  i t  was a n  o v e r s i g h t  t h a t  

t h e  Commission had n o t  a d d r e s s e d  t h e  i s s u e  e a r l i e r .  

CONCLUSION 

The Commission d i d  n o t  t a k e  t i m e l y  c o r r e c t i v e  a c t i o n  w i t h  r e g a r d  t o  t h e  

u s e  o f  c a p i t a l  improvements f o r  r o l l i n g  s t o c k .  The Commission a l s o  had 

n o t  t a k e n  t i m e l y  a c t i o n  t o  a t t e m p t  t o  r e c o v e r  o u t s t a n d i n g ,  i l l e g a l  l o a n s  

n o r  t o  d e t e r m i n e  whether  manager - superv i so r s  s a l a r i e s  s h o u l d  be p a i d  from 

t h e  county  f a i r s  r a c i n g  and b r e e d e r s '  award fund.  

RECOMMENDATIONS 

1. The Commission c o n t i n u e  i t s  e f f o r t s  t o  r e c o v e r  t h e  1 )  c a p i t a l  

improvements monies improper ly  approved and w i t h h e l d  and 

2 )  o u t s t a n d i n g ,  i l l e g a l  l o a n s  made t o  l i c e n s e e s .  

2. The Commission d e t e r m i n e  whether  e x p e n d i t u r e s  f o r  management 

s a l a r i e s  a r e  f o r  t h e  "promotion and b e t t e r m e n t "  o f  coun ty  f a i r  

r a c i n g  meets .  



FINDING V I I  

ACTIONS HAVE BEEN TAKEN TO CORRECT DEFICIENCIES I N  THE COMMISSION'S 

PROGRAMS TO CONTROL ILLEGAL DRUGS. 

P r e v i o u s  rev iew found a  number o f  d e f i c i e n c i e s  i n  t h e  Commission's 

programs t o  c o n t r o l  i l l e g a l  d rug  usage  i n  r a c e  a n i m a l s .  The more s e r i o u s  

d e f i c i e n c i e s  i n c l u d e d  1 )  t h e  p r o c e d u r e s  fo l lowed  by t h e  Commission 

v e t e r i n a r i a n s  t o  o b t a i n  some u r i n e  samples  which d e s t r o y e d  t h e  i n t e g r i t y  

o f  t h e  sample t e s t i n g  p r o c e s s ,  2)  t h e  f a i l u r e  t o  t a k e  blood samples  and 

a d d i t i o n a l  samples  when a p p r o p r i a t e ,  and 3 )  t h e  i n a d e q u a t e  p rocedures  

used t o  s e l e c t  and e v a l u a t e  t h e  chemis t  who performed t h e  d r u g  t e s t i n g .  

The Commission a p p e a r s  t o  have a d d r e s s e d  most o f  t h e s e  d e f i c i e n c i e s .  

However, due  t o  i n a d e q u a t e  r e c o r d s  we cou ld  n o t  f u l l y  e v a l u a t e  t h e  i s s u e  

o f  t a k i n g  a d d i t i o n a l  samples .  

P rocedures  Used To Obta in  Samples 

A t  t h e  t i m e  o f  o u r  p r e v i o u s  r e p o r t  we found t h a t  Commission v e t e r i n a r i a n s  

were a d m i n i s t e r i n g  L a s i x  ( a  d i u r e t i c )  t o  h o r s e s  when samples  c o u l d  n o t  be 

o b t a i n e d  w i t h i n  a  s p e c i f i e d  t i m e .  Racing c h e m i s t s  from o t h e r  

j u r i s d i c t i o n s  t o l d  u s  t h a t  L a s i x  t a k e s  e f f e c t  w i t h i n  m i n u t e s  and masks t h e  

p resence  o f  v i r t u a l l y  a l l  i l l e g a l  s u b s t a n c e s  known t o  be  used i n  r a c e  

amimals. Commission v e t e r i n a r i a n s  have s i n c e  been i n s t r u c t e d  t o  

d i s c o n t i n u e  u s i n g  L a s i x  t o  c o l l e c t  samples .  A r ev iew o f  t e s t  c a r d s  and 

v e t e r i n a r i a n s t  r e p o r t s  i n d i c a t e s  t h e  p r a c t i c e  h a s  been d i s c o n t i n u e d .  

Blood a n d / o r  A d d i t i o n a l  Samples 

Other  d e f i c i e n c i e s  no ted  i n  Report  81-5 i n c l u d e d  1) t h e  f a i l u r e  t o  t a k e  

blood samples  from a l l  h o r s e s  t h a t  d i e d  immediate ly  b e f o r e ,  d u r i n g  o r  

a f t e r  a  r a c e  and 2 )  a d e c r e a s e  i n  t h e  number o f  a d d i t i o n a l  samples  t a k e n .  



Blood samples  a r e  o f t e n  t h e  o n l y  samples  a v a i l a b l e  when a h o r s e  d i e s  

immediate ly  b e f o r e ,  d u r i n g  o r  a f t e r  a r a c e .  We p r e v i o u s l y  no ted  t h a t  

b lood samples  were n o t  t a k e n  from any h o r s e s  t h a t  d i e d  a t  R i l l i t o  Downs 

and from o n l y  h a l f  of  t h e  h o r s e s  t h a t  d i e d  a t  Tur f  P a r a d i s e .  However, 

b lood samples  a r e  now be ing  t a k e n  from a l l  h o r s e s  t h a t  d i e  immediate ly  

b e f o r e ,  d u r i n g  o r  a f t e r  a r a c e .  We i d e n t i f i e d  14 h o r s e s  t h a t  d i e d  under  

such c i r c u m s t a n c e s  between May 1, 1981,  and December 31 ,  1981.  Blood 

samples  were t a k e n  from a l l  h o r s e s .  

A d d i t i o n a l  samples  a r e  samples  t a k e n  from o t h e r  a n i m a l s  i n  a r a c e  i n  

a d d i t i o n  t o  t h e  sample t a k e n  from t h e  winner.* A d d i t i o n a l  samples  a r e  

used t o  i n c r e a s e  t h e  p o s s i b i l i t y  o f  d e t e c t i n g  i l l e g a l  d rug  usage  and may 

b e  t a k e n  i n  r a c e s  w i t h  p a r t i c u l a r l y  l a r g e  p u r s e s  o r  when a n  an imal  d o e s  

n o t  perform as expec ted .  During t h e  t i m e  p e r i o d  covered  by Report  81-5, 

t h e  Commission had d e c r e a s e d  i t s  u s e  o f  a d d i t i o n a l  samples .  Due t o  

i n a d e q u a t e  r e c o r d s  we c a n n o t  e v a l u a t e  whether t h e  t a k i n g  o f  a d d i t i o n a l  

samples  h a s  s i n c e  i n c r e a s e d .  The i n a d e q u a c i e s  i n  t h e  r e c o r d s  i n c l u d e  : 

- I n a b i l i t y  t o  l o c a t e  8 o f  t h e  31  l a b o r a t o r y  r e p o r t s  needed f o r  o u r  

r ev iew,  

- Incomple teness  o f  5 o f  t h e  31  l a b o r a t o r y  r e p o r t s  as t o  n o t a t i o n s  

of t h e  t y p e s  o f  samples  ( i . e . ,  b l o o d ,  u r i n e  o r  s a l i v a ) ,  and 

- F a i l u r e  t o  show a d e q u a t e  d e t a i l s  abou t  samples  on 14  o f  t h e  31 

v e t e r i n a r i a n s '  r e p o r t s .  

* These samples  a r e  g e n e r a l l y  u r i n e  samples ,  b u t  may a l s o  be t a k e n  a s  
b lood o r  s a l i v a  samples .  



Procedures  Used To S e l e c t  

and Eva lua te  t h e  Chemist 

U l t i m a t e l y ,  t h e  Commission r e l i e s  on t h e  e x p e r t i s e  o f  a r a c i n g  chemis t  and 

t h e  a c c u r a c y  o f  h i s  a n a l y t i c a l  t e s t i n g  t o  c o n t r o l  and r e g u l a t e  i l l e g a l  

d r u g  usage  i n  r a c i n g  an imals .  The p r e v i o u s  performance a u d i t  found t h a t  

1) t h e  Commission had d i s c o u r a g e d  q u a l i f i e d  l a b o r a t o r i e s  from b i d d i n g  on 

c o n t r a c t s  t o  perform t h e  Commission's d r u g  t e s t i n g ,  2 )  t h e  Commission had 

n o t  a d e q u a t e l y  e v a l u a t e d  t h e  performance o f  t h e  chemis t  i t  u s e d ,  3 )  t h e  

Commission d i d  n o t  t a k e  t i m e l y  a c t i o n  when i t  found t h e  chemis t  was n o t  

performing e f f e c t i v e l y ,  and 4 )  t h e  one-page c o n t r a c t  document used was 

i n a d e q u a t e  and p o s s i b l y  i n v a l i d .  However, e f f e c t i v e  September 8 ,  1981,  

t h e  Commission e n t e r e d  i n t o  a  new c o n t r a c t  w i t h  a  d i f f e r e n t  r a c i n g  

chemis t .  The b i d d i n g  p rocedures  used and t h e  p r o v i s i o n s  i n c o r p o r a t e d  i n t o  

t h e  c o n t r a c t  a p p e a r  t o  have a l l e v i a t e d  t h e  p r e v i o u s  problems. 

S p e c i f i c a l l y ,  we no ted :  

- The Commission a d v e r t i s e d  n a t i o n a l l y  and a c t i v e l y  sough t  t o  

o b t a i n  as l a r g e  a number o f  q u a l i f i e d  b i d d e r s  a s  p o s s i b l e .  Ten 

l a b o r a t o r i e s  were d i r e c t l y  c o n t a c t e d  by t h e  Commission and 

r e q u e s t e d  t o  b i d .  

- The c o n t r a c t  i n c l u d e s  p r o v i s i o n s  f o r  moni to r ing  t h e  performance 

o f  t h e  chemis t  i n c l u d i n g  t h e  u s e  o f  " a u d i t  samples.1t* 

A d d i t i o n a l l y ,  t h e  Commission u s e s  s p l i t  samples** t o  e v a l u a t e  t h e  

chemis t .  A s  o f  J a n u a r y  31,  1982,  21 samples  from 2 major  r a c e s  

had been s p l i t .  

- The c o n t r a c t  r e q u i r e s  t h e  chemis t  t o  f i l e  a  $50,000 performance 

bond which i s  d u e  if t h e  chemis t  f a i l s  t o  d e t e c t  90 p e r c e n t  o f  

t h e  a u d i t  samples .  

- The 22-page c o n t r a c t  was p r e p a r e d  by t h e  Commissionts A s s i s t a n t  

At to rney  Genera l  t o  e n s u r e  i ts  soundness  and v a l i d i t y .  

* Audit  samples  a r e  samples  t h a t  a r e  s p e c i a l l y  p r e p a r e d  o r  " loadedn  s o  
t h a t  they  a r e  known t o  c o n t a i n  d rugs .  

** S p l i t  samples  a r e  r e g u l a r  samples  t h a t  a r e  s p l i t  i n t o  two o r  more 
p o r t i o n s  and s u b m i t t e d  t o  a d d i t i o n a l  l a b o r a t o r i e s  as a c ross -check ing  
procedure .  T h i s  is  done w i t h o u t  p r i o r  knowledge a s  t o  whether  d r u g s  
a r e  a c t u a l l y  p r e s e n t .  



CONCLUSION 

The Commission h a s  t a k e n  a c t i o n  t o  c o r r e c t  d e f i c i e n c i e s  i n  t h e  

1 )  p rocedures  used t o  o b t a i n  samples ,  2 )  t a k i n g  o f  b lood samples ,  and 

3 )  p rocedures  used t o  s e l e c t  and e v a l u a t e  t h e  c o n t r a c t  chemis t .  Due t o  

i n a d e q u a t e  r e c o r d s  we c o u l d  n o t  e v a l u a t e  Commission a c t i o n s  t a k e n  w i t h  

r e g a r d  t o  t h e  t a k i n g  o f  a d d i t i o n a l  samples.  

RECOMMENDATIONS 

1. The Commission improve i t s  r e c o r d s  r e g a r d i n g  d r u g  t e s t s  by 

- R e t a i n i n g  a n d / o r  more c a r e f u l l y  f i l i n g  l a b o r a t o r y  r e p o r t s ;  

- Ensur ing t h a t  l a b o r a t o r y  r e p o r t s  show d e t a i l s  a s  t o  t h e  

t y p e s  o f  samples  t e s t e d  ( u r i n e ,  b lood o r  s a l i v a ) ;  and 

- P r o v i d i n g  more d e t a i l  on  t h e  v e t e r i n a r i a n s '  r e p o r t s  a s  t o  

t h e  number and t y p e s  o f  samples  t a k e n  p e r  r a c e .  

2. The Commission c o n t i n u e  t o  moni to r  t h e  performance o f  t h e  new 

r a c i n g  chemis t  now under  c o n t r a c t  t o  t h e  Commission. 



FINDING V I I I  

ACTION HAS BEEN TAKEN TO IMPROVE COMPLIANCE WITH THE OPEN MEETING LAW AND 

THE WORKMEN'S COMPENSATION LAW. HOWEVER, THE COMMISSION MAY NOW BE 

VIOLATING STATUTES PERTAINING TO THE DESTRUCTION OF PUBLIC RECORDS. 

Audi tor  Genera l  Report  81-5 found t h a t  1 )  s t e w a r d s '  h e a r i n g s  d i d  n o t  

comply w i t h  t h e  p u b l i c  n o t i c e  r e q u i r e m e n t s  o f  t h e  Open Meeting Law, and 

2 )  t h e  Commission d i d  n o t  e n f o r c e  a n  a d m i n i s t r a t i v e  r u l e  c o n c e r n i n g  t h e  

Workmen's Compensation Law. Although t h e  Commission h a s  s i n c e  t a k e n  

a c t i o n  t o  improve compl iance  i n  b o t h  a r e a s ,  Commission employees may now 

be v i o l a t i n g  S t a t e  l aw by n o t  r e t a i n i n g  minu tes  o f  s t e w a r d s '  h e a r i n g s .  

Open Meeting Law 

P r i o r  , t o  Report  81-5 t h e  Comxission d i d  n o t  c o n s i d e r  s t e w a r d s '  h e a r i n g s  t o  

be s u b j e c t  t o  t h e  Open Meeting Law. Consequent ly ,  r e q u i r e d  p u b l i c  n o t i c e s  

were n o t  p o s t e d ,  minu tes  were n o t  k e p t  and p u b l i c  a t t e n d a n c e  was n o t  

a l lowed .  

Commission a c t i o n  h a s  been t a k e n  t o  c o r r e c t  t h e s e  d e f i c i e n c i e s ,  b u t  t h e  

Commission i s  n o t  complying w i t h  s t a t u t o r y  r e q u i r e x e n t s  t o  r e t a i n  minu tes  

o f  p u b l i c  meet ings .  

S tewards1  h e a r i n g  p roceed ings  a r e  t ape - recorded  i n  p l a c e  o f  t a k i n g  w r i t t e n  

minu tes .  These t a p e s  a r e  e r a s e d  a f t e r  7 2  h o u r s  u n l e s s  1 )  t h e  c a s e  i s  

r e f e r r e d  by t h e  s t e w a r d s  t o  t h e  Commission f o r  f u r t h e r  a c t i o n  o r  2 )  t h e  

pe r son  a p p e a l s  t h e  r u l i n g .  The t a p e s  are e r a s e d  a f t e r  72 h o u r s  because  

p e r s o n s  canno t  a p p e a l  r u l i n g s  l a t e r  t h a n  7 2  h o u r s  a f t e r  t h e  h e a r i n g .  

D e s p i t e  t h i s  p rocedure ,  we found t h a t  t h e  t a p e s  a r e  p u b l i c  documents and 

e r a s i n g  them may v i o l a t e  S t a t e  law. 



Attorney  Genera l  Opinion 180-198 reviewed t h e  q u e s t i o n  o f  r e t a i n i n g  

t ape - recorded  minu tes  o f  p u b l i c  mee t ings  and concluded t h a t  r e c o r d i n g s ,  

l i k e  w r i t t e n  minu tes ,  must be  r e t a i n e d  i n d e f i n i t e l y .  The o n l y  e x c e p t i o n  

is i f  w r i t t e n  m i n u t e s  are l a t e r  t r a n s c r i b e d  from t h e  t a p e  r e c o r d i n g s ;  t h e n  

t h e  t a p e  r e c o r d i n g s  c a n  be e r a s e d .  E r a s i n g  t ape - recorded  minu tes  under 

o t h e r  c i r c u m s t a n c e s  may v i o l a t e  A.R .S. $38-4 21 which a d d r e s s e s  t h e  

d e s t r u c t i o n  o f  p u b l i c  r e c o r d s .  V i o l a t i o n s  o f  t h i s  s t a t u t e  c o n s t i t u t e  a 

c l a s s  4 f e l o n y .  

Workmen's Compensation 

Commission r u l e s  r e q u i r e  l i c e n s e e s  t o  be  i n s u r e d  under  t h e  Workmen's 

Compensation Law. The p r e v i o u s  a u d i t  d i s c l o s e d  t h a t  t h i s  r u l e  was n o t  

b e i n g  e n f o r c e d .  S i n c e  t h e  time o f  t h a t  a u d i t  t h e  Commission h a s  t a k e n  t h e  

f o l l o w i n g  a c t i o n s  t o  e n s u r e  compl iance:  

1. The Commission h a s  r e q u e s t e d  and r e c e i v e d  t h e  a s s i s t a n c e  o f  t h e  

I n d u s t r i a l  Commission i n  e n f o r c i n g  t h e  p r o v i s i o n s  o f  t h e  

Workmen's Compensation Law. 

2. S tewards  have compi led l ists o f  p e r s o n s  n o t  covered  by i n s u r a n c e  

which have been s u b m i t t e d  t o  t h e  I n d u s t r i a l  Commission f o r  

f u r t h e r  a c t i o n .  

3. Commission l i c e n s e  a p p l i c a t i o n s  have been changed t o  r e q u i r e  

d i s c l o s u r e  o f  i n s u r a n c e  coverage .  

CONCLUSION 

Commission a c t i o n s  have been t a k e n  t o  comply w i t h  t h e  Open Meeting Law and 

t o  e n s u r e  t h a t  l i c e n s e e s  a r e  i n s u r e d  under  Workmen's Compensation 

Insurance .  However, Commission employees may be  v i o l a t i n g  S t a t e  s t a t u t e s  

by e r a s i n g  t h e  t ape - recorded  m i n u t e s  o f  s t e w a r d s 1  h e a r i n g s .  

RECOMMENDATION 

The Commission e i t h e r  1 )  r e t a i n  t ape - recorded  m i n u t e s  o f  s t e w a r d s t  

h e a r i n g s  i n d e f i n i t e l y  o r  2 )  t r a n s c r i b e  w r i t t e n  minu tes  b e f o r e  t h e  t a p e  

r e c o r d i n g s  a r e  e r a s e d .  
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I 

AUDITOR GENERAL'S PERFORMAJKE AUDIT RESPONSE 

The C o d s s i o n  has reviewed the preliminary d ra f t  of the second phase 

of the  Performance Audit of the Arizona Racing Conmission by the  Arizona 

State  Auditor General. 

This C o d s s i o n  is generally in agreement with the  f i r s t  d ra f t  and 

the findings therein, and appreciates the opportunity t o  respond t o  it 

before the audit  becomes a matter of public record. 

Finding #I: 

Cormnission rules  which regulate jockey betting w i l l  be reviewed and 

amended where necessary t o  control any improper betting by jockeys. 

A f eas ib i l i ty  study w i l l  be made t o  determine the  best possible mans of 

isolat ing jockeys and Jockey Room employees from t h e  public and the  

best possible solution t o  t h e  problem w i l l  be taken. 

Positive action has been taken and w i l l  continue t o  be taken t o  

ensure tha t  jockeys a re  weiqhed both i n  and out fo r  every race. Any 

ovem~eights o r  weight changes w i l l  be announced t o  the public in 

accordance with Commission Rules and Regulations. 

The Stewards a t  the  R i l l i t o  Race Track have denied tha t  they have 

knowingly allowed jockeys t o  race without being properly weighed. 

Positive disciplinary action w i l l  be taken i f  any rule  violations 

have occurred. 

The new Clerk of Scales a t  R i l l i t o  Downs has been thoroughly 

briefed concerning h i s  responsibili t ies a s  Clerk of Scales and Agency 

Investigators have been assigned the  duty t o  m n i t o r  and ensure tha t  



the proper scale procedures are followed. The person responsible 

for  not weiqhing r iders  i n  Yuma has been dismissed. T m  s e t s  of scales 

and cer t i f ied  weights were purchased f o r  the County Fairs  and steps 

w i l l  be taken t o  obtain cer t i f ied  weights fo r  use a t  the  c o m r c i a l  

tracks. 

Duties have been defined and distributed t o  test barn Security 

Officers. Compliance w i l l  be mnitored by the  stewards and security 

people. 

A greater number of winning qreyhound samples w i l l  be collected 

under the s t r i c t  supervision of the  Sta te  Veterinarian, and closer 

attention w i l l  be paid t o  sample control and suE4nission. 

The Conmission w i l l  consider a ru le  change which w i l l  require the  

weigh-in weights t o  be displayed in the grandstand area and t h e  pre- 

race weights posted on the  odds board. 

A greater number of greyhound smLp3.cs c?n 12 c3btahed when the 

lead-out people are directed t o  take the  samples i n  f u l l  view of the  

State  Veterinarian, instead of taking samples i n  the  receiving p i t .  

Rule R4-27-309.Y.6. is being reviewed and an amendment w i l l  be 

drafted which w i l l  provide fo r  a more ef f ic ient  procedure of 

sampling. 

Finding #I1 : 

The Commission recognizes the  need fo r  an electronic data processor 

t o  establish controls and monitor track computers used a t  the large 

horse tracks and a t  a l l  of the  greyhound tracks. 



A review w i l l  be originated to  determine i f  the  Mutuel Supervisor 

ac t iv i ty  i s  required as  it is today, o r  needs some change which muld  

incorporate sane EDP function, o r  is completely obsolete, and the  

t o t a l  function i s  i n  f ac t  now an FLIP function. Additional funding 

was requested in the Corfunission's FY 82-83 Budget Request fo r  an 

EDP Auditor o r  EDP Audit Contract funding. 

We f e e l  the  wagering public needs t o  be represented a t  t h e  mutuel 

windows by an agent of the  State,  rather than an employee of the  

permittee. The State  Mutuel Supervisor has other duties t h a t  are 

essent ial  t o  ensure integri ty and compliance of rules. The State  

Pari-mutuel people investigate customer complaints, ensure 

procedures a re  in accordance with racing rules and regulations, 

t e s t i f y  before the Racing Commission concerning i l l e g a l  ac t iv i ty  

within the  mutuel rooms. 

Finding #III: 

The Arizona Department of Revenue was contacted and it was 

determined t h a t  the  sales tax  issue is a mtter under t h e i r  

cognizance. It is recommended t h a t  a f i n a l  d ra f t  copy of t h i s  

audit report be s h i t t e d  t o  The Arizona Deparbwnt of Revenue 

for  whatever action they deem appropriate in this finding. 

Finding #IV: 

The fac ts  and circumstances delineated within t h i s  finding 

are a l l  basically true, but an additional cause fo r  the case 

backlog is: 

1. The o f f i c i a l  State  Chanist is finding considerably mre 

traces of foreign substances i n  animal samples than ever before 



due t o  improved chemical analysis procedures. A l l  of these findings 

are referred by the  Track Stewards fo r  hearings by the  Comnission. 

2. Fingerprinting is now done on 100% of a l l  applicants, and 

t h i s  has turned up consideraldy mre fa ls i f ica t ions  which a re  referred 

t o  the Commission f o r  hearing and t h e i r  d i s p s i t i o n .  

3. All applicants who are found t o  have felony connections within 

the past f ive  years, and a l l  drug convictions within the  past ten 

years, and a l l  f a l s i f i ed  race related rulings pertaining t o  fraudulent 

and corrupt practices are  referred t o  the  Commission for  disposition. 

The C&ssion was originally funded $10,000 i n  the i r  FY 81-82 

Budget, however, recent budget reductions forced the loss of these 

funds. Funding was again requested i n  the  FY 82-83 Budget Request 

for  a Hearing Officer. 

Lq i s l a t ion  was introduced t o  grant suspension authority of 60 

days t o  the stewards, which would give the  ComrrLssio~ additional 

time t o  process a case through the  lengthy legal  process t o  a 

hearing. 

A Typist I11 position was requested i n  the  FY 82-83 Budqet 

Request t o  help eleviate  the  severe shortage of c l e r i ca l  support 

for  the typing of hearing notices, steward rulings and reports,  

plus the  large rider of investiqation reports now being generated. 

Concentrated e f fo r t  is being placed on t h e  developnent of case 

f i l e s  and getting the  m r e  serious cases before the  C o d s s i o n  

as soon a s  possible. 



Finding #V: 

Agency concentrated ef for ts  have been made in the licensing 

function of t h i s  Agency t o  improve efficiency and define licensing 

authority throughout the State. The C o d s s i o n ' s  FY 82-83 Budget 

Request includes a request f o r  a new Licensing Supervisor position 

and one seasonal FTE position t o  meet the requirements of this 

function. In addition, detailed written operating procedures 

are "on the drawing b a r d , "  and individual job descriptions 

and employee evaluations have k e n  clearly defined which w i l l  be 

s t r i c t l y  adhered t o  and properly evaluated on a continuing basis. 

In addition, legislat ion has been introduced which w i l l  allow 

the agency t o  spread the  licensing function over a f u l l  year 

instead of the  two peak periods each year a s  it is now. 

Improvement is expected t o  continue within the  Licensing Section. 

Finding #VI: 

When the  Cormnission originally authorized the permittees 

to withhold capi tal  improvement funds for  ro l l ing  stock, it was 

done i n  good fa i th  and thought not t o  be i l l e g a l  u n t i l  the  i n i t i a l  

Auditor General's report was received. 

The reason it appears tha t  the  Racing Comnission did not take 

timely action t o  recover the  funds was: 

1. Propsed legislat ion was introduced t o  make ro l l ing  stock 

a part of the  capi tal  improvement authority, retroactive t o  include 

the ro l l ing  stock a t  Prescott Downs and Turf Paradise. Once it 

becomes apparent tha t  t h i s  legislat ion would not be granted, prompt 

action was in i t i a t ed  t o  recover the ro l l ing  stock funds. 



Every recipient of Benevolent Funds, where located, was sent 

a collection letter demanding the repayment of the loan. It might 

be noted t h a t  these Benevolent Fund loans w e r e  not considered 

i l l e g a l  when loaned, and w e r e  loans t o  t e r r ib ly  desperate people 

who were about die ,  loans fo r  funeral expenses, and off track 

accident victims, etc. 

Tremendous hardships w i l l  be placed on some of the  payees 

because the i r  financial s i tuat ion has not changed since 1959 o r  

earlier. Same loans w i l l  simply remain uncollectible. However, 

every e f fo r t  has been made t o  recover these individual Benevolent 

Fund grants. 

Funding HVII : 

The C o d s s i o n  has adopted a l l  new redication rules within 

the past year, which v i r tua l ly  eliminated the use of foreign 

substances i n  racing animals. 

Chemist selection was done s t r i c t l y  in accordance with 

s t a t e  purchasing guidelines, and a contract was issued for  one 

f u l l  year. Sp l i t  sampling has become a routine procedure now 

and the Arizona State  Health Laboratory has been contracted 

t o  actually v i s i t  the laboratory and observe that proper analysis 

procedures are being ut i l ized.  

The Comnission has not if ied the  contracted chemist t o  include 

in h i s  report the  t y p  of s q l e  tested. The Cammission's 

Veterinarian is  reviewing the  reports concerning sampling and 

a auditable record system w i l l  be established as  soon a s  possible. 



Finding #VIII : 

The Commission requested assistance from the Arizona Industrial  

Comission t o  work out a procedure t o  ensure t h a t  proper Industrial  

Conpensation laws are complied with. From t h i s  contact, a l ist  

was provided to  the  Industrial  Corrrmission of a l l  those track people 

who should part icipate i n  the program. The Industrial  Commission 

has taken action t o  enforce compliance with the laws concerning 

Industrial  Compensation coverage. 

Immediate steps have been taken t o  maintain a record of a l l  

steward hearings. Tape recorders w e r e  requested i n  the  C o ~ s s i o n ' s  

EY 82-83 Budget Request t o  provide for  public record requirements. 

A t  t he  present time, hand-written minutes of the  hearings w i l l  be 

taken by the one Sta te  Steward present a t  each hearing. These 

minutes w i l l  then became a part of the  Agency's permanent records. 

ADDITIONAL COMMFSJT 

During t h i s  past year, with the  assistance of the Division of 

Finance, Becutive Budget Office and the  Sta te  Personnel Division, 

the Comission has reorganized in to  f ive  separate divisions, each 

with an assigned Division Chief. Each Division Chief is  responsible 

direct ly t o  the Executive Secretary. This reorganization i s  i n  

place and working exceptionally well. Every e f fo r t  has been made t o  

analyze the  t o t a l  Agency mrkload, and d is t r ibute  t h i s  among a l l  

available personnel using individual written job descriptions. 

Due t o  the  limited personnel resources, there are  sane areas 

tha t  were not assigned, and these areas were addressed in the Agency's 

FY 82-83 Budget Request. 



APPENDIX 

LEGISLATIVE COUNCIL  MEMORANDUM 0-82-3, 

FEBRUARY 18, 1982 



February 18, 1952 

TO: Douglas R. Norton 
Auditor General 

FROM: Arizona Legislative Council 

RE: ' Request  for Research and  Sta tutory  Interpreta t ion (0-82-3) 

This is in response t o  a request  submit ted on your behalf by Bill Thomson in a 
memo dated February 11, 1982. No input was received f rom t h e  At torney General  
concerning th is  request. 

FACT SITUATION: 

Arizona Revised S ta tu tes  (A.R.S.) section 42-1309, subsection A provides for t h e  
levy of a transaction privilege t a x  "measured by t h e  amount or  volume of business 
t ransacted by persons on account of thei r  business activit ies.  . . ." 
A.R.S. section 42- 130 1 defines "business1' and "sale11 as: 

2. "Business" includes all activit ies or acts, personal or corporate ,  
engaged in or caused t o  be engaged in with t h e  object  of gain, benefit  o r  
advantage,  e i ther  directly or  indirectly, but  not casual  ac t iv i t ies  or sales. 

19. "Salen means any transfer of t i t l e  or possession, or both, 
exchange,  bar ter ,  lease  or rental ,  conditicnal or otherwise, in any manner o r  
by any means whatever,  of tangible personal properry, for a 
consideration. . . . ( ~ r n p h a s i s  added.) 

Licensed horse owners may obtain t i t l e  t o  horses through claiming races.  Prior t o  
t h e  race ,  owners may enter  claims indicating t h a t  they wish t o  purchase a horse en te red  
in the race  for a price established by the  permittee.  If t h e  claim form is properly 
executed and deposited with t h e  pe rmi t t ee ,  t i t le  is transferred t o  t h e  claimant.  (See 
A.C.R.R. R4-27-206 for fur ther  background.) 

Owners may claim only one horse in a r a c e  but a r e  not res t r ic ted t o  t h e  to ta l  
number whicfi can be claimed in any t ime period. Some owners have claimed a s  many as  
30 horses i n  a year. 

QUESTION PRESENTED: 

Are sales of horses in d a i m i n g  races  subject  t o  transaction privilege taxes?  



DISCUSSION: 

The t ransact ion privilege t a x  i s  imposed on t h e  gross proceeds of sales or gross 
income of ce r ta in  specifically enumerated transactions. A.R.S. sect ion 42- 1309. One of 
those transaction classifications is  t h e  retai l  sa le  of tangible personal property. A.R.S. 
section 42-1312. T h e  focus is on t h e  seller's activity,  not on t h e  buyer's. The key issue 
posed by your question is whether t h e  seller of horses in a claiming r a c e  is engaging in the  
"business" of selling tangible personal property at retai l .  This issue can  only be decided on 
a case-by-case basis. 

'4.R.S. sect ion 42-1301 provides xi exemprion for "casual sales or activities". The 
Department of Revenue has fur ther  defined t h e  meaning of "casuai" in two  of i t s  
regulations, as follows: 

2. "Casual1' applies t o  those transactions which a r e  of an isolated 
nature  by a person who is not engaged in business and does not represent  
himself as being in business (see R15-5-1812) provided, however, that: 

a. Reta i l  sales by a person engaging in a taxable  business a r e  subject  
t o  t ax ,  even though t h e  tangible personal property sold is not  normally held 
fo r  sale. 

r b. Sales made by trustees,  receivers, and assignees in  connection 
with t h e  liquidation or operation of an established business a r e  not  
considered t o  be casual. 

c. The sa le  of repossessed merchandise by a lending institution, not  
normally engaged in the  business of selling, is not considered t o  be casual. 
(A.c.R.R. R-1 5-5-202.) 

A casual sa le  is one t h a t  is made by a person not  engaged in an 
activity taxable under t h e  Sales Tax s ta tutes .  Provided t h a t  t h e  seller  does 
not  make a pract ice  of making sales of such volume or frequency as t o  
indicate he is a dealer,  t h e  transaction is not subject  t o  t h e  t a x  as a re ta i l  
sale. Examples of a s u a l  sales include: sale of an automobile by a private 
party,  garage sales by persons selling art icles originally purchased for thei r  
own use. (A.C.R.R. ~ 1 5 - 5 -  1812.) 

The iudicial standards applied by the  courts a r e  whether such act iv i ty  is "isolated", . . 
"unanticipated", "irregular" or  "singular1'. Arizona Depar tment  of Revenue v. Mountain 
S ta tes  T e l e ~ h o n e  'and T e l e ~ r a p h  Co., 113 Ariz. 467, 556 P.2d 1129 (1976). The s a m e  
andysis applies whether t h e  sale act iv i ty  takes  place a t  swap meets,  yard sales,  public 
auctions or claiming races. 

CONCLUSION: 

The issue o f  whether the sa le  of horses in a dai rning r a c e  is  subject  t o  transaction 
privilege taxes can only be decided on a case-by-case basis. You may wish t o  con tac t  t h e  
Department of Revenue or the  Tax Division of the  Attorney General 's office for fur ther  
clarification in th is  regard. 

cc: Bill Thornson, Acting Director 
Performance Audit Division 


