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U.S., racing industry losing big money to offshore wagering

By Paul Moran
Special to ESPN.com
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SAN JOSE, Costa Rica -- Even by the local standard, which is more or less 1960s vintage
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Curlin in tip-top shape for Dubai tri

walls, surrounding an array of table games -- craps, blackjack, roulette, some others not readil L . .
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recognizable to the Norte Americano. The pulse of the capital city of “"The Switzerland of Central
America," though vibrant, only hints at the undercurrent of gambling.

Field favored over Pyro in Pool 1 of Derby Future
Dubai World Cup next for Well Armed

Despite its robust presence in much of Latin America, there is no racing in Costa Rica, which is
the world's capital of Internet gambling, a virtual and invisible Las Vegas without boundaries and we'ue got a

with great global reach. In otherwise nondescript office buildings in San Jose with roomsful of NEW Vl]l‘l( State nf mlnd
computers and telephone operators as well as tiny offices in private residences, more than 200 -
Internet gaming enterprises are doing a brisk business with players of every persuasion in
virtually every corner of the earth but primarily the United States, despite the best efforts of
government to thwart wagering in cyberspace.

The Wednesday card at Aqueduct is canceled because of a winter storm, but there is plenty of
product available on the second floor of the casino at the Morazon, where what is probably the
smallest race and sports book on earth serves a clientele made up largely of American expats,
small-time players far from the racetracks they once attended regularly. Wherever horses are - -
running in the U.S., if a video feed is available, your action will be accommodated here in the ' het..coﬁ‘[
style of the traditional backroom bookmaker.

Two clerks conduct business from cash drawers, the contents mostly American currency, which
management prefers to the Costa Rican colone. The races come via balky streaming video with AVOID UNEXPECTED PLOT
TWISTS. FREE EXPERT

eight televisions dedicated to whatever happens to be going on at the moment in the United
States. The place is most lively on NFL Sundays and during the March NCAA basketball

ADVICE AND ANALYSIS.

tournament. The racing business picks up on weekends and big days. "Kentucky Derby, mucho ' i y SIGN UP NOW
grande,” a betting clerks said.
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who have moved here in search of inexpensive retirement and too cautious to provide more

You will, however, find a good deal of big-player money in San Jose.

. . o i Myrtle Beach Golf Package
The U.S. ban of Internet wagering based upon the belief that such activity violates the U.S. Wire 100+ courses available with accommodations or tee-times
only.

Act, h ne littl rtail th ivi f American professional horsepl rs wh r;
ct, has done little to curtail the activity o erican professional horseplayers who operate at a MyrtleBeachGolfDirectors.com

level at which the rebates of up to 5 percent offered by off-shore enterprises are meaningful at
the bottom line. Efforts to stem the flow of money to offshore accounts amount only to
inconvenience. Some racing associations have taken meaningful financial hits by closing U.S.
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pari-mutuel pools to off-shore sources of revenue -- rebate shops, as they were known -- that
once were permitted to co-mingle handle, losing simulcast fees as well as portion of the takeout.

While opposition to Internet gambling in all its various forms in the U.S. has come primarily from
the conservative Christian right, the Costa Rican government, never an institution that has
sought to legislate morality, has facilitated the industry's grown by providing fertile ground.

It costs less than $10,000 in government fees to launch an online gaming venture here. In the
other popular locations for such enterprise, primarily in the Caribbean, official start-up fees can
run as much as $250,000 plus substantial annual fees. San Jose also has a reliable telephone
system, Internet infrastructure and no shortage of educated, multilingual employees. While
larger companies are typically located in downtown office buildings and are believed to be
handling as much as $15 million a month in sports, racing and other activity, primarily poker,
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smaller one-room enterprises are said to be handling about $100,000 per month. The online . .
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wagering industry employs about 3,000 people here.

There is no way to determine the volume of money being wagered in Costa Rica on American
horse racing, but the New York Racing Association estimated that it lost $50 million in annual
handle when it severed relationships with offshore simulcast outlets a few years ago and most of

the total betting handle here comes from American players to whom rebates are meaningful

NYRA officials and state
enticement. legislators averted
shutdown at Big A,
reaching a 25-year deal
for the group to run New
York's tracks.

This is money, serious money that, were Internet wagering expanded, regulated and taxed in the
United States, would make a substantial difference to the bottom line of the racing industry as

well as several levels of government.
So, who needs money?
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