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Dear Ms. Sprunk:

We represent Washington Trotting Association, Inc. ("WTA"). WTA is the holder of a
Conditional Category 1 Slot Machine License pursuant to 4 Pa.C.S. § 1325 and the owner
and operator of the Meadows Racetrack facility in North Strabane Township, Washington
County, Pennsylvania. WTA has a direct and immediate interest in the Department of
Revenue's ("DOR") proposed regulations regarding the establishment of the procedures for
administration and distribution of slot machine revenues under the Pennsylvania Race
Horse Development and Gaming Act (the "Act").

WTA submits this letter to the DOR to address proposed changes to Chapter 1001 that
WTA believes introduce uncertainty and invite inconsistency in the allocation of the general
administrative costs of the Commonwealth.

Section 1001.6(e)(3)

Under the proposed regulations, the DOR would drop the how-applicable formulaic
approach to allocation of the general administrative costs of the Commonwealth among
licensed gaming entities, and would substitute "the discretion of the Secretary of Revenue"
for all such allocation determinations. WTA respectfully submits that no reasonable basis
exists for adopting such a fluid approach to a question of such fundamental fairness.
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Specifically, proposed Sectioo 1001.6(e)(3) has beeo revised to delete the directive that
each liceosed gamiog eotity will share io ooo-specific geoeral admioistrative costs "oo a
prorated basis, determioed by dividiog the amouot of the iodividual liceosed gamiog eotity's
gross termioal reveoue by the total amouot of gross termioal reveoue of all liceosed gamiog
eotities" aod oow provides that each liceosed gamiog eotity will share io ooo-specific
geoeral admioistrative costs "at the discretioo of the Secretary of Reveoue". WTA ootes
that io its "Explanation of Regulatory Requirements," DOR does oot address the oeed to
which this chaoge respoods. WTA further ootes that while the chaoge is ideotified as beiog
"io accordaoce with Act 135," WTA is uoable to fiod aoy affirmative support for this positioo
in Act 135.

By contrast, WTA notes that the prior version of Sectioo 1001.6(e)(3) provides a reasooed
aod stable approach to the allocatioo of geoeral admioistrative costs oot assessed to a
specific liceosed gamiog eotity. Such costs would be equitably pro rated oo the basis of
relative gross termioal revenue, so the entity who has the most revenue and arguably the
most administrative cost, would pay a greater portioo of the costs. While WTA is aware of
the argumeots that such a system may oot be perfect in its allocation methodology, WTA
submits that the benefits derived from the injection of certainty in the process far outweigh
any negatives.

On a related note, WTA remains concerned that under the cost allocation structure recently
enacted by the Board, licensed gaming eotities that are opeo are effectively payiog a
portion of the general administrative costs of the Commonwealth for the benefit of licensees
who have beeo awarded liceoses, but are oot yet opeo. The proposed regulatioos fail to
specifically address how these costs will be divided aod recouped io the future, leaviog io
tact the uncertainty surrouodiog these matters.

Section 1001.5(b)(5)(iii)

Uoder the proposed regulatioos, DOR would reduce the time withio which a liceosed
gamiog eotity could provide "make-up" paymeots of aooual mioimum local share
assessments from 15 "baokiog" days after receipt of ootice from DOR to 15 caleodar days
after receipt of such ootice. Io support of this positioo, DOR cites "ease of administration in
performing statutory obligatioos" io its "Explanation of Regulatory Requirements." WTA
respectfully suggests that this chaoge will actually create hardship aod uncertainty in the
administratioo of the regulatioos.
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Specifically, proposed Sectioo 1001.5(b)(5)(iii) has beeo revised to delete the word baokiog
io each of the three locatioos where "baokiog" is used to modify the word "days." While the
first iostaoce is of oo particular coocero, the secood aod third iostaoces effectively shorteo
the amouot of time that liceosed gamiog eotities have to respood to a ootice from DOR aod
make available aooual mioimum local share assessmeot "make-up" fuods. WTA
respectfully submits that this reductioo reoders uoreasooably short the period of time withio
which liceosed gamiog eotities cao cooduct reasooable levels of due diligeoce to coofirm or
cootest a ootice of shortfall. Additionally, as mooey cao ooly be moved electrooically oo
baokiog days, usiog baokiog days as a measure of wheo make-up fuods are due eosures
that oo special aod admioistratively arduous rules regard log determioatioo of "the oext
baoking day after the due date" will be oecessary.

Thaok you for coosideriog the commeots of WTA to the proposed regulatioos. To the
exteot you believe it appropriate or helpful, please do oot hesitate to cootact me to discuss
these matters further.

Very truly yours,

Marie Jiacbpeno Jooes

MJJ;db
cc: ^Arthur Coccodrilli, Chairmao, IRRC

William Paulos, Presideot
Guy Hillyer, Executive Vice Presideot
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