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To the Honorable Mario M. Cuomo:

In accordance with the provisions of Section 1002(2)
of the Racing, Pari-Mutuel Wagering and Breeding Law, I am
pleased to submit to you the seventh annual Simulcast Report
of the Racing and Wagering Board.

Nineteen hundred and ninety saw New York State
continue to lead the nation in total dollars wagered on
horse races. Combined handle, both on and off-track,
totalled over $3.3 billion. The Board has identified
simulcasting as a significant factor in the maintenance of
New York's position. Simulcasting, an integral part of the
state's racing and wagering scheme, was permanently
authorized by Chapter 346 of the Laws of 1990. Simulcast
activities during 1990 and 1its results are described in
detail in this report.

The racing and wagering industry continues to be an
important component of the Empire State's economy. It
generates substantial revenue for state and local
governments and employs tens of thousands of New Yorkers.
The Board believes that 1990's 1% decrease in handle levels
from 1989 is attributable to the recession which affected
all segments of our state's economy. In addition, the
industry is plagued by significant differences among its
various components.

The acrimony which characterizes many of the
relationships within the racing and wagering community
inhibits its continued well being. The Board is forced to
devote considerable time and effort to mediate these
disputes. We hope that the revised legislative framework
will ameliorate this situation.






The Board strongly believes that there must be a
cooperative partnership among all elements of the industry
if New York is to maintain its preeminence 1in the racing
world, Together, we must cdontinue to promote and enhance
this unique and exciting sport.

In +this report, the Board recommends that some
nmodifications to the simulcast law be enacted, while
giving the Board the neceéssary authority to insure its
proper and lawful conduct. As we enter the last decade of
this century, the New York State racing, wagering and
breeding industries should be encouraged to move towards the
goals of expanding the economy of and interest in racing,
insuring the public's confidence in the sport, and achieving
true industrv-wide coopération. '

_ The Board's staff, particularly Stéven H. Richman,
Eileen M. Clarke-Brady, Arthur Schechter and John M. Dailey,
are commended for their extraordinary éfforts in the

preparation of this report.

Respectful sgbnitted,

Richard F. Corbisiero, Jr.
Chairman
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EDITOR'S NOTE

_ The New York State Racing and Wagering Board's 13990
Simulcast Report 1is somewhat different than its six prior

editions. In addition te reporting om simulcast activities

by New York State's race tracks ~and off-track betting
corporations for the calendar year 1990, we have scught to
summarize the results of the experiment which orticially
concluded gn Jume 30, 19390,

Following the introductory sections, we have added
several new sections, The first, an '"Overview' or the
entire simulcast experiment (1984 to date) briefly
summarizes New York's experiences during the last six years
as well as highlight significant trends.

Much of the information has been gleaned from prior

simulcast reports, as well as the collective knowledge of

the writers and researchers for this report. Each OTB
Operations Analyst 1is intimately familiar with his or Hher
OTB region. The Chief of Racing Operations and the Board's
auditing staff are in daily contact with the State'’s race
tracks. This accumulated wisdom hopefully offers some
insight into simulcasting, In addition, the nulti-year
charts are a handy reference tool In showing where New York
State is and how It got there.

We then include two new iInterrelated segmgnts4 A
Summary. of the Provisions «of the Racing Law Governing
Simulcasting'" and a "Summary of Chapter 346 ot the Laws of

1990."  The first addition outlines the basic statutory
framework which governs the conduct of simulcasting in New
York, It incorporates the modifications 'set forth 1in

Chapter 346 of the Laws of 1990, which among other thiugs,
made simulcasting permanent. It is fallowed by a detailed
analysis of this significant legislation.

Following these new ‘sections, we return to the
traditional format of earlier reports., The report describes
Board practices and procedures used 1in effectuating the
statute. It goes on to detail the significant activities,
accomplishments and problems encountered by each participant

in simulcasting during 1990. It also explains the
techniques invelved in both the interfacing of wagers and
the transmission of the simulcast signal, Finally, the

report seeks to analyze what additional betting dollars have
been generated by simulcasting.

We then present the Board's recommendations for
statutory changes as well as its conclusion, The appendices
provide  detailed financial schedules relating to
simulcasting and the State's race tracks and OTB
cerporations,

We join Chairman Corbisiero and the Bpard in commending
the extraordinary work of the members of the 19390 Simulcast
Report staff. Their dedication to this effort and to
serving the people of this Empire State are in the best
tradition of public service,



INTRODUCTION

Nineteen hundred and ninety was the sixth full calendar
yedr in which comprehensive statewide Simulcasting or horse
races within New York State occurred, The first six months
of 1930 constituted the end of the five-year experiment. Un
July 2, 1980, the Governor signed Iinto law an omnibus racing
bill which, among other things, permanentily authorized
simulcasting. "Simulcasting"” ds the display of live
televised MNorse Traces on whichk pari-putuel betting 1is
permitted at a site other tham the track where the race is
held.

It was authorized by Governor Cuomo and the Legislature
in July 1984, on a one-year expeérimental basis, The purpose
of the 1984-85 experiment was to determine if simulcasting
could promdte the overall growth of the racing, pari-mutuel
wagering and breeding Iindustries, resulting in additional
revenues for the support of racing assoclations and
corporations, purses, breeders, gff-track betting
corporations, labor and state and local government, The
one-year experimental scheme for simulcasting ran from July
1, 15384 to June 30, 1985, pursuant to Chapter 363 of the
Laws of 1984,

After careful study and analysis of that experiment
during 1985, Including this Bogard's 1984 Simulcast Report

and recommendations to ‘the Governor and Legislature (dated

March 27, 1985}, the Legislature then passed and Governor

Cuomo approved, Chapters 286 and 287 of the Laws of 1385,




‘The 1985 laws amended the provisions of Article X of the

Racing, Pari-Mutuel Wagering and Breeding Law and authorized
comprehensive statewide simulcasting for five years through
June 30, 1380,

Améndments relating to simulcasting were enacted during
the 1986, 1338, and 1989 legislative sessions. These
amendments expanded the type of services and amenities off-
track betting corporations could offer in designated
simulcast facilities, Iimiting the occasions when track
consents 4dre required for simpulcasting, and' expanded
wagering and simulcasting opportupnities on two major series
of races, the Breeﬂersf Cup (thoroughbred) and the Breeders'
Crown (harness).

Throughout the first six ‘months of 1890, extensive
consultations and négotiations were held Dbetween the
Executive Chamber, the leadership and staff of both houses
of the Legislature as well as all segments ot the industry.
The process was designed to create a framework for extending
the authorization of simulcasting as well as addressing
other racing issues. After long and arduous discussions, an
omnibus racing bill was considered by the Legislature in the
tast days of June. However, the legislation was not enacted
before the prior experiment expired on June 30, 159950,
Therefore, on July I, 1990, all simulcasting within New York
State ceased. on July 1 and 2, 1990, the Legislature
considered the omnibus bill. It was passed by the

Legislature in the early morning hours of July 2, 1930 -and




signed inta law by the Governor early that afternoon as

Chapter 346 of the Laws of 1990, Immediately upon the

Governor's signing, simulcasting resumed that afternoon and

evening, The specific provisions of <Chapter J46 are
discussed later in this report.

In making the provisions of Article X permanent, .the
Legislature continued tu find that the racing, breeding and

pari-mutuel wagering industry is an important sector of the

economy of this State, providing substantial revenues to

sState and léocal governments, and employing thousands of

State residents, The Legislature determined that
simulcasting has the potential for strengtheping and

furthering these economic contributions, and that it is in

the best interest of the State .to continue to encourage

S5imulcasting.

The Legislature copntinued general supervisory and

regulatory jurisdiction for all simulcasting in the New York

State Racing and Wagering Board (Board) in accordance with

basic guidelines established by the Legislature in Article

X. In exercising its regulatory authority, the Board was.

directed (by the Legislature) not tg¢ authorize  any
simulcasts which would jeopardize present racing or
employment opportunities or which would infringe on the
current operations or markets of ‘the race tracks and the
regional eff-track betting corporations which generate

significant revenues for local governments in the State.




Seetion 1002(2) of the Racing, Pari-Mutuel Wagering
and Breeding Law (hereinafter Racing Law) réquires the
Bpard to submit annually a report on March thirty-first
following -ach year in which simulcasting 1is conducted, to
the Governor an the Legislature. This report on
SImulcas:ing is to evaluate Its compa 1bidity with the well~-
being of the horse racing, breeding and pari-mutuel wagering

industries in the State, and the Board 1s to make any

recommendations deemed appropriate., In accordance with the
Statutory mandate, the Board respectrully submits this, 1ts

sixth report, for the year ending December 31, 13390,

DEFINITIONS

In order to better understand tHis report on
simulcasting, several specialized technical terms must be
defined.

A SIMULCAST is the display of 1ive audio and visual

signals of thoroughbred, harness or guarterhorse races

conductéd at a track in the State for the purposes of pari-

mutuel wagering at a site away from the track.

A SENDING TRACK is the race track holding the races

from which simulcasts originate.

There  are three types of  SIMULCAST RECEIVING

FACILITIES - an OT38 SIMULUAST BRANUH {1nctuaipg an 018

telebranch and an OTB enhanced telébranéh), a RECEIVING

TRACK or a SIMULCAST THEATER (including demonstration

projects).



An OTB branch 1is the ordinary pperating component ot
an OTB corporation, which is authcrized te accept wagers.
Fhen simulcasting is permitted, it is then licensed as an

0TB_SIMULCAST BRANCH. This type of facility only offers the

audipvisual signal of the races,

During 1985, a special type of OTB branch was
developed, called a TELEBRANCH. A telebranch is a licensed
OTB branch with additional amenities for patrons, inciuding
larger screens, food and non-alcoholic beverage service.

Chapter 819 of the Laws of 1986 as amended by Chapter
467 of the Laws of f989 created a third category of OTB
branches which offers simulcasting. The Board has

classified this category as an ENHANCED TELEBRANCH. An

enlianced telebranch has all the aménities of a telebranch.
In addition, an enhanced telebrarnch serves alcoholic
beverages with the approval of the Board and Issuance pf
appropriate licenses by the New York State Ligquor Authority,
The statute authorizes 15 enhanced telebranches in New York
City and npo mare than three (3) such tacilities per county

for all other regions, The statute sets forth the minimum

seating requiremqnts in a restauvrant setting for this new

type of facility and authorizes the use of credit cards for

the purchase of food and beverages. In such telebranches
and enhanced telebranches, OTB corporations have the option
to charge an admission fee, Such fee 1is subject to the
approval of the Board, and subject to state and Iocal

admission taxes.
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A RECEIVING TRACK is a licensed pari-mutuel race track

where simulcasts, which originate from another licensed
pari-mutwel track, are displayed,

A  SIMULCAST __ THEATER is defined as a public

entertainment and wagering facility. It has such amenities
as a large projection screen, a display system for odds,
pools, and payout prices, areds for viewing and seating,

food, alcoliolic and non-alcoholié¢ beverage service. An

admission fee 1§ charged; and winning wagers on simulcast

‘races are nat subject ‘to the 5% OTB surcharge.

Im the July 1885 Ileégislation, special types ot

simulcast theaters called SPECIAL DEMONSTRATION  PROJECTS

were created for purposes of stimulating econgmic

developmént, employment opportunities and state and Ilocal

revenues, These special demonstration projects were

authorized only in privately owned hotels in Swullivan and
Ulster Counties for the exclusive use of guests of the
hotel, Hotels in Greene {County were made eligible by 4
1386 statutory amendment. Additionally, one such special
demonstration project was authorized within the (ity of New
York. These facdilities were authorized to he operated (a)
by an OTB corporation or (b) jointly by an OTB corporation

and a track. In eithér case, an outside or third pdarty may

participate in the operation of these facilities, anly one

such facility, in Greene County, 1s 1n operation.

Simulcasting uses the existing PARI-MUTUEL SYSTEM of

betting (the only legalized form within the State of New



York). In that system, all monies bet on a given race go
into a pool, 0dds on each horse or cdmbination of horses
are based upon the amount of money bet on each horse or
combination in relation to the amocunt of the pool, Neither
the track at which the racées are run nor OTB contributes any
funds to the pool from which winning bets are paid,

During the first year of the ‘experiment (1Y&4-85),
minimum compensation to tracks simulcasting to OTB branches
was calculated pn the basis of increméntal handgie,

INCREMENTAL HANDLE was defined as the amount by which

total monies bet at designated 07TB facilities during the
simulcast experiment exceeded the total amount wagereéd 1in
those facilities during a previous  non-simulcast time
perivd., That time period was defined by statutory formula.
Simﬂly stated, it was the difference in a simulcast branch's
handle before and after simulcasting.

Currently, compensation to the sending tracks by off-
track betting corporations and receivipng tracks 1is by
agreement and, while some of the agreements still calculate
on the basis of increméntal handle, the computation of
ineremental handle differs substantially from the Fformer
statutory formula. In calculating simulcast handle, several
of the agreements allowed for what has ‘been called
cannibalization.

CANNIBALIZATION is the reagllocation of bettors and

their dollars to a simulcast facility from nearby 0TS

branches which do not have simulcasting, Agzgain, simply put,




simulcast branches tend to draw customers from norn-simulcast
branches..

The July 1985 amendments 'to the simulcast statute
deleted the IiIncremental handle standard and its statutory
formulation, and left cdmpensation as a matter to he agreed
upan by the tracks and the OTB corporations.

However, a new formula defining simulcast handle was
written. The new definition does not apply to compensation
to be paid by an OTB corporatioen for simulecasting. It
serves as the basis for computing tax credits now granted by

the State te the tracks (except the New York Racing

Association) as an Incentive to encourage the tracks to

simulcast their races to OTB branches. For this purpose,

SIMULCAST HANDLE 1s defined as the entire handle of an OTB

simulcast branch on tlie races of the track being simulcast.



QVERVIEW: THE SIMULCAST EXPERIMENT - 1884 tg 1990

Kith the statutory conclusion of the sinulcast

experiment (July !, 1984 - June 30, 1990), the Board seeks

to assess the experiment.

While the Bbard's Apnnual Simulcast Reports have
detailed specific activities for each calendar year, we have
not attempted an overall summary until this time. In
addition to the narrative, the Board's audit staff has
prepared comprehensive summary schedules <¢overing the
ten-year period 1381 to 1990 describing on and off-track

betting handles, distribution of revenues from on and off-

track betting and OTB net earnings and surcharge available

for localities, The final chart in this sec¢tion summarizes
OTB total handle by corporation sincé the 1nception of Gff-
track bettinsg.

puring Goverpnor Cuomo's tenure, statewide pari-mutuel
handle both on and off-track increased by over $35U miliion
to §3.3 billion. This 1is 1in large part due to the
introduction of simulcasting in 1984, principally oft-track.
The. results on-track are not as promising.

On-track thoroughbred racing showed some decline during
the period from 1983 to 13990. Total attendance dropped by
over 600,000 persons, while handle declined from §$968
million to §830 million, a decrease of ogver §138 million.
In accordance with the drop in handle, revenue to state and
local governments from thoroughbred racing on-track also

deciined slightly. The thoroughbred industry  has

-10~

PR—



sugcessfully utilized saimulcasting (partirculariy track to
track simulcasting) to recoup some of its losses, In 1830,

the New York Racing Association and Finger Lakes Race

Track's in-state track to track simulcasts generated handle

of over $124 million. Whén idincludea 1n the on-track
thoroughbred handle, 193%0's total rose by some 574 million
compared to 1983,

The State'’'s harness industry has not shown the ability
to maintain Its financial position, despite the iInnovdtive
concept of simulcasting or the additional tax relief
legislation which has been in place during most of this
period. The State saw one harress track, Roosgvelt Raceway,
close its doors in 1388, while the other tracks continue in
steep decline.  Despite an increase of more than 40 racing
programs in 13%0 (over 1983), attendance ftell by over two
and a guarter million people, while handle dropped over §250
million. Inm this sector, the decline in other znaICatorS;
such as State revenue, is clear. For example, in 1983, New
York State received over §34 midlion 1in pari-mutuel!l tax
revenues from the harness tracks; 1last yedr the State
received only §5.7 million from the pari-mutuel tax on
harness racing. This reflects baoth a decline in harness
handle, as well as a reduction in the pari-mutwel tax rateés.
The Bpard doeés not foresee anpy indication that business may
increase in the future,

gff-track betting conducted by six public benefit

corporations, saw significant bepnefits as a résult of

—15-=



simulcasting, begun .in 1984. In comparing the Yyear 1883
(pre-simulcasting) with 1990, one can 5see the results:
handle increased by more than $340 million s¢ that in 1930
off-track's total handle of 81.9 billion exceeded the
combined statewide on-track handle for all tracks by over
8518 million. In addition, off-track betting provides
significant sources of revenue for the lIocal governments
($101 million), the race tracks (S108,3 million), the State
(828.9% million) and the breeding funds (§11.5 millien).
With over 260 branches, more than half of which simulcast
races and some of which are #enhanced facjilities bffering
additional amenities and services, OTB's handle has
cdntinued td rise.

Desgite- its problems, the horse racing and breeding
industry remains a significant component in the State's
economic scheme. The industry provides tens of thousands of
jobs statewide.

It ranges from veterinarians to grooms on—-track, clierks
and ‘technicians off-track, managers and tarm help at the
breeding sheds, as. well as many' outside Yendors and
suppliers. In addition, it has been and continues to be an
essential part of each area's Joucal economy, often providing
& key element in maintaining the vitality of communities.

ASSESSMENT OF RESULTS

During the experimental simulcasting period (1984~
19303, there has been no real growth, While annual total

handle Kas risen $174 million to $3.3 billion, that is arn

i -
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increase of only 5:5%, well below the rate af inflation and
répreséents a substantial loss in "real dollars"”.

As Wwas to be expécted, on-track handles declined over
the period by $298 million to $1.274 billion (only partially
offset by track to track handle increases of §128 million)
with harness tracks'! handle raifiling an alarming 42X,

off-track betting, which would have been expected to
benefit substantially from simutcasting, did rise 5341
million to $1.924 billion for the period, but its rate of

rise (21%) over the six years was also a loss in “real

dollars" for the period,

What trends, if any, emerged during the six years

indicated a shift of night harness racing handle to dayrime

simulcast thorcughbred handle and, to a lesser extent, to

harness Handle at OTB facilities. Qn-track harness handle
declined 3209 million during the six-year period. Track to
track thoroughbred simulcasting at harness tracks, however,
grew by $90 million, and off-track betting on harness races
increased only $12 million.

Yonkers/Roosevelt Raceways' total on-track handle in

1984 was §$162 million greater than the now sole Yonkers'

operation in 1990, while NYRA simulcasts at Yonkers

attracted $56 million in a curtailed 1990 and off-track
betting actually declined by §1 million,
Saratoga Raceway lost §18 millien in on-track harness

handle during the period, but gained 520 million in NYRA

~J3-



track to track simulcast handle and anly held even in OTB
handle.

One other notable event was the dramafic growth in the
Finger Lakes thoroughbred off-track handle from the

simulcasting of 1its races to a statewide O0TB audience on

Tuesdays and to regions outside New York City and Nassau

County on other days. For the period, Finger Lakes off-
track handle increased §77 milliow (an increase or 1/9%!).
On dark days, Finger Lakes competed not anly with out-of-
state thoroughbred tracks, but also against metropoiitan
harness tracks which conducted afterpoon racing.

The Finger Lakes results seem to have been the only

statistics which met the aptimisric- predictions. for

simulcasting,

While  simulcasting as a growth  generator  was
disappointing, it still may have stemmed Substantial erosian
of the pari-mutuel betting dollar, For the five years
before simulcasting, total handle grew only 549 million
(1.5%), on-track handle declining $72 million (4.4%) and
off-track only increasing $130 million (8.2%Z). During the

simulcasting experiment (1984-1990), total handle increased

$174 milliom (5.5%), declining Sie6% millionm (11%Z) on-track

and increasing $334 million (212) off-track.

SIMULCASTING BEFORE 1984

Prior to the commencement of the experimental scheme in
July 1984, several limited simulcast programs were

authorized.

-14-




Within the State, the Legislature alithorizéd the New
York City Off-Track Betting Corporation to display in two
existing OTB facilities on Staten Island, the telecast of
live audio-visual <signals of harness racing. This
experiment began 1in October 1981, at the Grant City and.
Richmond Avenue branches, A similar program was tindertaken
in Suffolk County by that county's regional off-track
betting corporation in March 1882, at its Sun Vet and
Shirley branches. The authority for this sipmulcasting
expired on June 30, 1985 (pursuant to Section 521(8) of the
Racing Law, as amendedl), Continued simulcasts to these
locations were treated 4s regular simulcasts, under the
provisions of Article X.

Subsequent developments duripg the past seven years
(1983-1989) are  briefly summarized 1n_the following
narratives for off-track betting corporations and race
tracks in New York State,

WESTERN REGIONAL OTB

Simulcasting at Western Regional Off-Track Betting
Corporation began to expand dramatically in 1986, Western
grew from three simulcast branches in 1984 and 1985 to 30 in
1986. From 1380 to 1985, thoroughbred racing showed modest
gains overall, The handle rose from $95.6 million in 1980
to $§102 million in 1385, a 7.3% increase, In 1982 and 1335,
there was actwally a drop in handle from the previous year.
The harness handle was much worse. From Y80 to 1985, the

handle declined from $50.9 million to $40.7 million, a

-15~



decrease of 20%. This occurred during a steady expansion of
the general economy.

Coincidental with the expansion of simulcasting in
1986, was a large increase in the thoroughbred handle, The
handle increased to $120.2 million or 17.1% over 1385, This
was followed by increases of 14,8% to 8138 million in 1987,
3.6% to $143 million in 1988 and 1.4% to $145 million in
1989. By 1530, Western had 'simulcasting in 45 of 47
branches. The saturation effect can be seen in 1988 and
1989, The dramatic handle increases of 1986 and 1987 began
té. diminish with the continuing presence of simulcasting in
siost of Western's branches.

A certain amount of handle was undoubtedly cannibalized

from rnon-simulcast branches. However, stch large galns 1in

1986 aiid 1987 broke the early 1980's pattern of slow and
errdatic growth. Much of the early gains must be considered
wagers by new fans or increased wdgers from old ones.
Harness racing saw steady, 1f unspectacular growth with
the advent of simulcasting, The handle increased in 1386 to
$47 million or 15,5%. In the following years, handle
increased much slower, -~ In 1987, the handle increased to
$49.5 million or 5.3%, $50.2 million or 1.4% in 19838 and
$51.9 million or 3.3% in 1989, Although growth has remained
small, simulcasting reversed a trend of erratic, overall
declineé in total handle from 1980 to 1985, The increase in

total handle generated by ‘simulcasting has benefited all

—I6~




those who participate 1in racing and base their revenues
directly on a percentage of handle.

Local governménts' revenues are determined by several
other factors. Surcharge 1s a function of the amount of
winning wagers placed in & region, It 15 also dAffectéd by
the 1985 statutory amendmeént which allows an OTB corporation
to retain as operating revenues 90% of a corporation’s share
of surcharge on Wwagers .placed gutside ‘a spéciad betting
district while the track 71in the special betting district is
simulcasting. Surcharge revenues grew dramatically from
1985 o 1987, rising approximately §1 million per yeéar.
Since ‘that time, total surcharge generated ‘has remained
constant at approximately $8 million per year.

The net benefits to localities are paid only after all
aperating costs of the corporations are deducted,
Therefdre, the net benefits to localities are a function of
the spending policies of the corporation. Net bénmefits to
localities have remained constant since 1986 in Western at
approximately §4 million per year. UOne factor contributing
to this is Westérn;s ambitious capital construction policy

which may eventually prodice steady, long=-term

profitability, However, both surcharge and net benefits to

localities are up rconsiderably: over the pre-simulcast
period.

CAPITAL REGIONAL OTB

Simulcasting began at Capital OTB in 1984 and has

expanded to nearly every branch, Capital has adccomplished

-17-



this by converting an average of five or siX branches to
simulcast branches each year. Since Capital has achieved
near total simulcasting, it 1is focusing more attention on
converting simulcast brahches to telebranches and enhanced
telebranches.

Capital OTB's handle has grown an average of 9.3% per
vear from 1984 to 1989 (over 54% from 1984 to 1989). This
growth is well above the rate of inflation Ffor this perioed,
which averaged approximately 3.7% per year. Along with the
increase 1in total handle came an increase in simuleast
fandle. After the initial cannibalization with the
introduction of simulcasting, Capital's simulcast handle
intéreased at a slightly higher rate than total  handle
{Iittle cannpnibalization). In recérnit years, with the
stabilization of total handle and tHe continning climb in
simulcast handle, it appears canpnibalization is Increasing.

The 1lrcreased handleée may be attributed in part to
Capital OTB’s aggressive capital improvement plan, From 19835
to 1989, Capital has expendéd approximately $13.2 million on
improving branches, ‘Most of this money was spent on the
simulcast theater and to upgrade branches to telébranches
and enhanced telébranches. The return on portions of this
Iinvestment has been minimal.

Financipg for these projects has been obtained through
bank. borrowing. The method of financing as well as the
amount may be the reasagn for Capital's low return to Its

participating counties. In 1984, Capital returneéd 32.7
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millipon to its participating counties representing 1.Y% ot
its handle. This return has decreased to $783,000 or 0.34%
of handle in 1983. The total return Tor the period 1984 to
1989 was $10 million or 0.9% of handle. Western 0OTB, which

is very similar to Capital OTB jin size and handle, returned
522.1 million or 2.1% of handle for the same period,
Included in these returns was a 81 million a year guarantee
to the City of Schenectady for the years 1976 through 1987.
While the expiration of this guarantee did not change the
total amount of benefits to participating counties, it did
change how the monies were distributed.

Capital OTB has attempted to increase handle with
frequent and inventive promctions, While Capital has
expended large amounts of the corporation’s mgrey on these
promotions, few of them have shown measurable results,.

CATSKILL REGIONAL OTB

The first of Catskill 0OTB's simulcast experiments began
in August of 1984. In total, 14 simulcast experiments -at
eight branches were conducted., All eight branches displayved
races from the New York Racing Association (NYRA) while s5ix
of those same eight branches simuipast harness races from
Roosevelt Raceway. These eight branches . immediately
inereased their net handle over the previous year by 25%,

In 1985, three additional existing regular branches
were made into simulcast branches, bringing Catskill to a
total of 11 simulcast branches. Besides NYRA and Roosevelt,

Yonkers Raceway and Finger Lakes Race Track simulcast
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signals were added., Because of the similcast statute which
provides that regional tracks could veto simulcasting of
races to any braneceh within 31 miles. of its Iocation,
Monticello blocked Catskill from receiving simuliast signals
from any harneéss track at a Catskill branch in Middletown,
New York. During this year, simulcast expenses of Catskill
approached 8I.,5 million. Included in these expenses were
wages, additional computer costs, sdtellite system fees,
simulcasting compensation to the tracks, administrative and
promotional costs. Also during 1885, Iéegislative
authorization Ffor Tspecial demonstration projects'" for
simulcasting into privately owned hotels in Sullivan and
Ulster counties for registered guests only was given, This
idea remained dormant for the rest uvf the decade because of
Catskill OTB's inability to secure the necessary permission
of participating parties headed by Monticello Raceway,

In 1986, Catskill simulcast branches incredsed by four
to 15 simulcast facilities, In addition, Catskill OTB took
advantage of 1985 amendments to the Racing Law and added
restrooms and vending machimes to four of its Ffacilities,
These facilities proved to be a convenience for the
customer, but did not appreciably add to the betting handle
of the corporation,

In 1987, Catskill simulcast branches remained at 15.
However, Monticello Raceway for the first time permitted
simulcasting of harness races into Middletown. This was a

chapge in its traditional position as its op-track patropage
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and volume of business continued to decline, and 1t began

to look for new sources of revenue, Two. more simulcast
facilities added restrooms and vending machkines.,
Simuicasring expenses continued to spiral upward.,

In 1988, Catskill OTB opened its most modern simulcast
facility in Nanuet. It met with opposition from Yonkers
Raceway management which prevented Catskill 0TB from having
both the simulcast and the live call of any harness racing
at Nanuet. In effect, this closed the Napuet facility at 6
p.m. This facility is strategically located at the head of
the Garden State Parkway where 1t joins with the New York
State Thruway, It was built specifically to draw customers

from New Jersey to New York State anpd away trom the

-Meadowiands_located in northeastern New Jersey.

In 1989, (Catskiil OTB continued with 16 simulcast
facilities which displayed thoroughbred racing, but Nanuvet
was again stopped by Yonkers Raceway from simulcasting any
harness racing whatsoever. One of the main Catskill OTB
facilities was relocated, A4 crowded and uncomfortable
Suffern simulcast branch was relocated to downtown Suffern
at the site of a ciased supermarket. In November, a new
facility was opened with comforts not before known to
Suffern patrons. It was immediately met with approval by
Rockland County OTB customers who flocked to the new branch.

Throughout +the more than five .years ot simulcast
experiments, Yonkprs Raceway has been copsistently losing

harness customers to (T8 in New York City and (atskill! as
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well as to the Meadowlands. Yonkers d4lso wanted to get the
dollars bet directly at its track vrather than at @OTB.
Additionally, Catskill OTB félt it was losing its daytime
customers to Yonkers Raceway which Had & track to track
afternodn simulcast from the opérating NYRA track.

Catskill OTB maintained that it, was laosing many
customers from its Rockland and Orange County facilities to
Yonkers. The average large bettor would go to the Yonkers
simulcast becduse there was nmo surcharge on winning wagers
at Yonkers, while there was a Ssurcharge at 4ll Catskill
facilities as reguired by law. For example, a winning
bettor bets 550 to win on a NYRA race and the winnpning horse
pays §10 at the NYRA track. The winning bettor both at NYRA
and at Yonkérs receives a total of §250 back. The winning
bettor at Catskill OTB (because ot the surcharge) receives
not 8250 but §235. Naturally, patrons who Wwager larger sums
of money are pgoing to patronize the raeility where the
payoffs 4dre the greatest. The logical ‘answer to this
dilemma was for Gatskill OTB to build a simulcast theater in
Rockland County. This facility would charge an admission
fee and pay track prices. Catskill OTB determined that this
was not feasible because upon construction of such a
facility, Catskill OTB would not be assured of having any
simulcast signal from the race tracks for its customers as
happened in Nanuet.

~AS the decade of the 1990's arrived, Catskill OTB found

its simulcast contracts with NYRA, Yonkers dpnd Finger Lakes
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all had expired. Catskill OTB continued to accept wagers
without simulcastihg, Many Catskill OTB custaomers were
content to place their bets and then listen to the live call
from NYRA at the former simulcast branches. They could also
call a "900" telephone number operated by an outside firm
and pay to listen to the track announcer's stretch call of
the race or watch the NYRA sponsored and. produced evening
television replay on their local cable systen.

SUFFOLK REGIONAL OTEB

The first simulcasting in New York State took place at
two branches in New York City and started on March 3, 1982
at two branches in Suffolk County. The experiment was very
well received, Harness handle at the two branches increased
from §10,000 per day to $40,000 per day, but the high cost
6f delivering the picture (843,000 per month) ate up most of
the profit.

In February 1984, the corporation switched Ffrom
microwave to satellite for the simulcast picture and reduced
the cost to $17,000 per month,

The experimental branches offered o patron raciiities;
by law they were not permitted to do so.. However, new
legislation which took effect on July 1, 1984, extended the
experiment for one year, and enlarged it to encompass the
whole State. The legislation permitted restrooms -and
seating, authorized simulcast theaters, and included

simulcasting from the rest of New York State's tracks,
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In August 1984, Suffolk simulcast the NYRA/Saratoga
meet, and NYRA simulcast ﬁandle immediately ocutpaced that of
harness simulcasts.

Suffolk moved quickly in 1985 when the current law took
effect, to streamline its operations and upgrade Its
branches. Eight ‘branches have been closed since 1985,
reducing the number of outlets from 27 .in that year to 19 in
1989, including one simulcast theater. Suffolk has
relocated four simulcast branches. A fifth  branch,
Hauppauge, became the newest simulcast branch. These new
facilities are dattractively appointed, with Cpmfortable
seats, vending machines and simulcast viewing areas., In
addition, restrooms have been added tg all the branches
(except one) and most branches have been refurbished.

Suffelk is now Iooking at the remaining non-simulcast
branches, hoping toe conbine some of them, reducing the
number of locations by thiee., However, it may be hampered
by some landlords refusal to remt to OTB,

Suffoik's simulcast theater, “TeiaA—Race“, was
established in 1986, It was enlarged in 13889 from 7,000 to
14,000 square feet. The additional space allowed the
corporation to increase the size of the reéstaurant area, and
add four additional betting windows for a total of 14
windaws. There is a new theater area, and 33 additional
television sets, This larger space will permit Suffalk to

do more promotions and special events, It has coptacted

.
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civic and professional groups seeking custgmers for a "Night
at the Races" and similar events.

The simulcast theater has been very successful, Its
handle has risen from ap average of $60,000 a day Iin 1386 to
$103,000 per day in 19839,

Suffolk Regional Off-Track Betting Corporation has
enjfoyved a very successful six years. Handle increased fronm
S$141 million im 1985 to 8207 millien in 1989, Profit,
expressed as a percentage of handle, has risen from $2.8
milliﬁn, or 1.98% to $5.4 nmillion or 2.6%, The racing
Industry, the State, and the County or Surrcik have ali been
beneficiaries of this increase.

;Iﬁ. addition, .surcharge Income has risen  rrom NJ.2
million in 1984 to 83.8 million in 1989.

NASSAU REGIONAL OTB

Nassay Regional Off-Track Betting Cbrporation conducted
three simulcast experiments in 1984 and grew to .a high of 36
simulcast operatfqn& in 1589, These simulcast operations
were all conducted at only ten of their 21 branches.

In 1884, Nassau OTB claimed =z loss of $23,000 as a
direct result of simulcasting. In the years 1385 and 1986,
the corporation considered that simulcasting was onot a
losing proposition, although no profits directly related to
simulcasting were ever recorded. In 1987, Nassau OTB became
involved in the area of improvements and capital
fnvestments, and in 1988, established a restructuring

program which included the opening, c¢losing and relocation
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of varigus branches. These changes in 1987 and 1388 were
made in response to simulcasting.

In 1984, Nassauw 0TS simulcast the NfRA/Saratoga meet
into two branches. It also simulcast Rogsevelt Raceway
races Into one branch,

In 1985, in additioan to simulcasting NYRA and
Roosevelt, Nassau OTB added Finger Lakes and Yonkers,

Nassau OTB's early efforts to increase simulcasting
were marred somewhat by  Yonkers constantly changing
approval of various sites. This caused cnnfusian-amung its
customers and employees. In addition, Nassau OTB was never
able to obtaim a long-term contractual agreement with
Yonkers. This resulted in frequent changes in the level of
compensation paid to Yonkers. Nagssau OTB's relationship
with Yonkers in requesting and/or receiving permission for
expansion has dimproved.

In 1386, Suffolk Meadows Race Track (quarterhorse) and
Monticello Raceway were added to Nassau's list of simulcast
tracks, It should be noted that Roosevelt Raceway was. not
part of Nassau OTB's simulcast handle in 1986,

In 1986, as in the previous two years, simulcast
operations at Nassau OTB were lIimited because of the
statutory track consent requirements, the close proximity of
Nassau OTB's branches tao local tracks (Belmont, Roosevelt})
and self-serving interests. At times, negotiations became
disputes that gave rise to open hostility among the parties

that were aired publicly, This was the year Nassau OTB
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introduced Self-Automated Machines (SAMs) into 11 branches.
These color-coded, ‘touch-activated, teller-less betting
machines were exclusively used by Nassau OTH. Restroom
facilities were installed in some sfmulcast branches.

In 1987 .apnd 1988, Nassau OTB reduced its simulcast
tracks to NYRA, Yonkers -and Monticello (one dayﬁ, Two
additional satellite receivers were purchased, bringing its
total to npine. The relationship with its regional HRarness
;rack worsened, HRoosevelt Raceway refused to simulcast inte
¥assau branches during any part of 1987 or 1988. Nissau
07TB, in turn, denied Roosevelt Raceway ¢éonsent to canduct
track to track wagering on NYRA. With the closing of
Roosevelt Raceway 1in 1388, this persistent problem Ffor
Nassau OTB became moot,

In the area of improvements and capital iIinvestments,
Nassau UTB spent a quarter of a million dollars renovating
and relocating its Green Acres branch in 1988 only to be
denied simujlcast from NYRA,

In 1987, a new concept tg increase handle was suggested
by corporate management. Nassau wanted to install a
combined telephone and video display screen unit, a Direct
Line System in various locations. It remained under review
until the latter part of 1989 vwhen .a one-year limited
experiment was authorized. To date, this system has not
been activated.

In 1988, Nassau OTB simulcast races from NYRA, Yonkers

and Monticello, Nassau's commitwent to SAMs continued to
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Progress at a steady pace, The number of SAMs increased to
150 as coémpared to 115 in 1987,

In 1988, Ndssau OTB established a restructyring program

which included the o0pening, <c¢losing and relocation oOF

various branches, A new branch in Jefidho was opened. It
offered simulcasting from NYRA, Yonkers, Finger Lakes and
Monticello. There were many SAMs available for use plus
comfortable seating.

In 1983, the Hicksville branch was relocated, This
branch was unique in that it offered the use of "Tiny Tims"
to its patrons. These units enabled a patron to bet without
ledving his/her seat, A patron must have a daily or a
regular telephone betting account in order to use these Tiny
Tims.

Since Nassau OTB began simulcasting in 1984, it has
génerated §20.5 million in reVenuefto New York State in tax,
breakage and uncashed tickets. The racing industry has
benefited greatly from simulcasting to Nassau OTB, The
tracks {NYRA, Roasevelt, Yonkers, Finger Lakes and
Monticello)} have jointly réceived $53.7 million in statutory
payments during 1984 through 1989, plus an additional 54.3
million Iin contractual payments for a total of $58 million.

The breeders funds (thoroughbred and harness) have
jointly recejived $6.1 million since simulcasting to Nassau

OTB began in 1984.
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Nassau County itselfl has received $J8.b miliion from
surcharge, plus $29.6 million in net revenue for a total of
$68.2 million during 1384 through 1389,

Surcharge revenues to localities outside Nassau County
totaled §15,9 million for the years 1984-19%989.

An overview for +the years 1984 through 1989, shows
that the dallar amounts rise substantially each year, but
net revenue from handle is not as dramatic, Nassau OTB's
net revenue &8s da percentage of handle, has risen ever s¢
slightly from 1984 through 1988, but has fallen a bit in
1989, The idincreased payments thdt Nassau OTB makes to
obtain simulcasting, .plus. the cannibalizati@n factor have
shown that simulcasting is not the boon it was first made
aut to be,

NEW YORK CITY OTB

New York City OTB (NYCOTB) conducted a limited
simulcast experiment for the period October 22, 1981 to July
1, 1985, 0On October 22, 1881, simulcasting of harness races
commenced at two branches in Staten Island, New York, Both

Yonkers and Roosevelt Raceways agreed to participate in this

experiment. The two simulcast branches (Graat City and

Richmond Avenue) showed dramatic increases in handle fronm
the pre-simulcast figures, while thoroughbred handle
declined significantly.

Simulcasting under the current statute commenced with
the NYRA/Saratoga meet in August 1984 .at the same two Staten

F¥sland branches which were receiving harness racing. HYCOTB
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added one additional branch, at .John Street in lower

Manhattan, to receive the NYRA simulcast only on weekdays.
Transmission of the signal began on December 10, 1984,

NYCOTB felt that fees charged by Rooseveélt wéere too
high to justify furthér televising of harness racing.
Yonkers Raceway was unwilling to negotiate different terms
from those agreed upon by Roosevelt. Therefore, at the
conclusion of the Roosevelt meet on November 3, 1984ﬂ
simulcasting into the New York City area was halted except
for the two Staten Island branches. Simulcasting resumed
under a new contract in 1985.

During 1984, NYCOTB. did notf. make any ¢capital
investments, fnor were any improveménts-made to branches for
simuleasting.

In 1985, NYCOTB opened with 126 branches and ended with
118. Seventeen simulcast branches were voperated, five of
which simulcast NYRA races. Total 1985 simulcast handle was
$135.2 million, of which $64.7 million was thoroughbred, and
§70.5 million was harness.

In 1986, NYCOTB opened with 118 branches and endéd with
110, A total of 128 simulcast operations were conducted.
Thirty-two branches simulcast Saratoga thoroughbred races
that year, ds well as varying numbers ot branches for other
NYRA tracks and Finger Lakes. Simulcasts of harness races
were displayed from Yonkers, Kooseveit .anda Monticello
Raceways. The major event of 19386 was the opening of New

York City's first simulcast theater, the "Inside ¥rack"”, at
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1011 Second Avenue, Manhattan, Its total 1986 handle was
$26.4 million, with a daily average ‘handle of about
Si1g0,000,. This is to be compared with NYCOTB’'s total 12586
simulcast handle of $§269.2 million (of which $176.8 million
was thoroughbréd, and $£92,4 million was harness) out of a
total corporate handle of §947,.8 million (of which §749.%
million was thoroughbreéd and $§197.9 million was harness).

NYCOTB opened with 110 branches in 1987 and ended with
106, The ntumber of simuléast branches intreased to 36. A
total of 131 simulcast operations were conducted, The
significant event of 1987 was the opening of the second
simulcast theater, the "Select Club", at 165 Water Street,
.Manhatfan, Opeéned on March 24; 1987, its total handle was
817.1 million. This, added to the total 1987 handlé for the
"Inside Track" (840.8 willion), produced a combined
simulcast theateér total handle of $57.9 million, This
figure c¢ompared with the NYCOTB 1987 simulcast handlé of
$373.2 million, of which 8272,2 million was simulcast
thoroughbred handle, and §101 million was simulcast harness
handie,

In 1887, the proportion of simulcast thoroughbred
handle showed a sharp increase compared with simulcast
harness handle over 1986. It was also a year 1in which
thoroughbred vs. harness simulcast handle showed an increase
for theroughbred. The year 1985, the first significant one
for &imulcast handle, showed a sinmulcast thoroughbred-to-

harness handle ratio of about 6.4 to 7 or slightly less than
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even, In 1986, the ratio changed ‘to almost 2 to 1, in faver
of thoroughbred. In 1987, the ratio inecreased to about 3 to
l, in faver of thoroughbred.

In 1988, NYCOTB opened with 106 branches and ended with
102, A total of 129 simulcast operations were conducted.,
ThHe number of simulcast branches remained cdonstant at Jé,

The "Select Club", operating for 21ts rirst full year,
generated 530.1 million in handle. The "Inside Track"
generated $42.9 million 1in handie, with both theaters'
combified total handle reéaching $74 million, another  record.

The 1988 total simulcast handle was J5.4% or NYCOTB's
corporate handle, which exceeded §1 billion (though down $3
million from {1987). 0f the 81 billion-plus. corporate
handle, §$82]1 million was fodr thoroughbred and §179 million
was for harness. Of the §$384.,4 million simulcast handle,
$386.1 millidn was for thorocughbred and §$98.3 nmillion was
far harness.

In 1988, NYCOTB opened with 102 branches and ended with
100. The number of simulcast branches remained constant at
Jé6.. A total of 129 simulcast operations were conducted.

"select Club" handle was $§33 million; "Inside Track" handle

‘was 842.,4 million; both combined were 875.4 million, or

about $1 million higher than 1988. Total NYCUTB simulcast
handle . for 1989 was §363.2  million (8275.6 million
thoroughbred and $87.6 million harness) which was J38.6% of

NYCOTB's 1989 corporate handle of $940.8 million.
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During 1985, two new telebranches opened, One, at
Williamsbridge Road, the Bronx, replaced twg smaller nearby
‘hrafdches. Handle thus far has been below expectations.
This facility was affected by a dispute between NYRA and
NYCOTB over simulcasting. It was finally agreed, in 1late
November, that simulcasting was to be allowed on the first
floor, but réscelution of the upstairs portion (enhanced
telebranch) was put off until June 183890. NYCOTB transferred
simulcasting from 1its Parkchester branch to Williamsbridge
RBoad when the agreement was reached., <Therefore, this branch
hds no additional amenities apnd, 4s af the énd of 1983, has
had no approval by the State Liquor Authority for a lIcense
to ogperate bar facilities.

The. second telebranch opened in Staten Island,
replacing a nearby branch. Handle thus far has not been up
to expéctations. Known a5 the '"Winper's Cdircle", it had
sought pérmission from theé Board to charge a $2 admission
fee. The Board approved the fee contingént upon full food
and beverage service {including alcohaol) being . made
available to customers, Judicial review by NYCOTB is being
sought on the Board's determination. The amenities are not
currently available.

The year 1989 saw the onset of a diminishing NYCOTB
‘handle, Reasons given have been extremely bad weather and
factors beyond NYCOTB’S control, In apny case, there can be
no doubt that escalating operating costs, particularly

rents, are a contributing factor, In 1989, the corporation
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spent over $8.7 million for rent alone, a one year ipcrease
of over §1.2 million. (Continued escalation of rents 1s a
certainty for the years td cone,. Simulcast costs exceeded
$1 million in 1988 and $900,000 in 1989.

Revenues have decreased during the past few years as
well, Total operating revenue dropped about $5.,5 million
from 1988 to 1989, while total operating expenses increased
about $2.6 million in the same period.

During the five-year peried, simulcast handle has
become an ever-increasing percentage of corporate handle:
from 15.5% in 1985; 31% in 1986; 38% in 1987; 38.4% in 13988
and 38.6% in 1983,

In the same five-year period, the number of branches
has been decreasing steadily, from 126 at the beginning of
1885 to 100 at the end of'1989, Total rent vosts, however,
have been increasing, as cited previously,

Lastly, revenues peaked between 1986 and 1988 and have
gone down perceptibly since. Benefits to New York City from
poperations respectively were: $10.7 million, $11 million
and 812,77 million for 1986, 1387 and 1988, This constituted
approximately 1.1% of NYGOTB's total handle. In 1989, a
sharp drop to $4.7 million (U.>2Z of handle) occurred,
NYCOTB revenue to all tracks showed, respectively, amounts
of §49 million, $52.3 million, $52.2 million for 1386, 1987
and 1988, with a drop to $48.4 million 1in 1989. Total
revenue from  surcharges  showed a similar  patterm,

Yespectivelyi from 8§39.4 million, 8§40.2 million, and $39.1
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million for 1986, 1987 and 1988, In 1388, it dropped tuo

$36.6 million.

The high plateéau of expansion and increased. revenue
from largeér handles was reached in the ]986 - 1988 period,
and it remains to be seen whether improved marketing, better
weather and enhancements or upgrading of existing facilities
will keep handles Ffram shrinking further.

With operating costs escalating, and increased
competition from other forms of gambling available, such as
lotteries, casinos in neighboring states and a current
generatinn af pqteutigi bettors more interested In sports
than in racing, new methods and i1deas will have to be

explored if NYCOTB wishes to maintalin 1its pre-eminent

position among State OTB c¢orporations. Simulcasting bhas

clearly been, during its brief existence, the bright spot of

NYCOTB's overall operation.

‘TRACK TO TRACK SIMULCASTS:

The first track to track simulcast experiment was the
display of NYRA's Saratoga thoroughbred meet to Agueduct
Race Track in Aupgust 1984. The simulcast harndle from 1384
to 1989 has consistently remained in the 830 million raﬁge;
accordingly payments made to the State, the Hhorsemen (as
accrued purse obligations} 4&nd the thoroughbred breeding
fund have remained fairly <constant. Daily a&veérage

attendancé during this period (1384-89) was 6,384 and daily

average ‘handle was 81,2 million,
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I 1984, NYRA contributed $2.4 million from dqueduct
operation to the New York State Thoroughbred Racing Capital
Investment Fund, In 1985, a statutory amendment directed
that the resulting simulcast profits be retained by NYRA
rather than the Fund. As a result, simulcast profits of
$10.8 miliion from 1985 ‘to 1983 were included 1in NYRA
revenues during those years, and were subject fto the State’s

franchise tax on NYRA.

During the simulcast period, contrary to other on-track

trends, Saratoga Race Track has grown in popularity. It has

experienced increases 1in handle and 4ttendance fr‘am 876

million in 1984 to $85 million in 1Y8Y%, while attendance has

risen from 690,000 in 1984 to 726,000 in 1389,

In 1984, NYRA entered 1into agreements with Buffalg

Raceway, Finger Lakes Race Track and Saratoga Raceway for
the simulcast and acceptance of wagers on NYRA races.
Finger Lakes and Saratoga Raceway's first years of
simulcasting were deemed successful dnd have continued to be
successful. Buffalo Raceway took the NYRA simulcast from
1384 to 1386, but discontinued the simulcast In 15986 because
it wasn't profitable,

SaratOga_Racewayis track to track simulcast handle Has
grown from §6 million in 1984 (108 days) to §18.9 million in
1989 (282 dayslt, while gn-track handle during the
corresponding period has decreased from $46 million to S3I.5

million.
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The purse money distributed to horsemen lrom on-track
handle {(from 1984 to 1989) has declined from $5.9 million to
S5.3 million. From 1984 to 1989, the NYRA Bsimulicast has
g_-enera’-‘_t.ed 8678,000 in purse mowney for Saratoga's harness
horsemen or an average of $113,000 annually..

Although Saratoga Raceway's on-track handle has
declined while the NYR4 simulcast has Increased, it is

difficult to say definitively that the NYRA simulcast has

cannibalized the on-track harness  handle. The . NYRA

simulcast may be a contributing factor, but regardless of
that fact, on-track harness handle might have continued to
declinpe,

Finger Lakes on-track handle has remained relatively
steady during the 18984 to 1Y8Y simulcast or NYRA races. .The
on-track handle has averaged approximately 850 million per
vear during this period, while the NYRA simulcast handle has
ffﬁctuared from a high of $9.8 million (194 days) in 1985 tu
a low of $5.9 million (88 days}) in 19839,

In 1985, Finger Lakes experienced a poor opening meet,

with on-track wagering down by almost 20%. Horsemen

attributed the sharp decline to simulcasting and called a

four-day strike in August. Thereafter, an agreement was

reached barring simulcasting during the race meéting except
for certain stakes and graded events,

It should be noted that prior to the strike, there had
been simulcasting from NYRA on FLRA dark days. Then

simulcasting was stopped 15 days prior to the commencement
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of the racing &season for 1386, In subsequent Vvears;
simulcasting continued until the meet began. This explains
the dramatic drop Iin the number of days of NYRA simulcasting
to Finger Lakes through the ¥ears.

The NYRA simulcast to Finger Lakes has continued to be

successful. However, the vcompetition of a premier

thoroughbred product with 1its own racing hkad a2 drapatic
effect on FLRA'S on-track handle din 1985, In order to
maximize dits own product, FLRA had tg eXercise prudent
business judgement relative to the NYRA simulcast,

The NYRA to Yonkérs Raceway simulcast has been the most
successful track to track simulcast operatien in New York
State, Thié simulcast began on March 24, 1986 after long
negotiations between: Yonkers Raceway and NYRA, the
Standardbred Owners Association (S0A), New York City OTB and
Catskill OTB., New geographic boundaries were established to
fFacilitate this experiment and to allow Yonkers Raceway's
live racing to be shown at the simulcast theater, The Inside
Track, The contract between Yonkers Raceway and the SOA,
provided that, when Yonkers conducted harness racing, the
horsemen would receive (as accrued purse obligations) 50% of
the net revenue from wagering on NYRA races.

From 1984 to 1889, Yonkers simulcast handle has risen
from $56,7 million in 1986 (242 days) to S§105.8 million in
1983 (306 days). As a resuylt, this simulcasting has
generated an enormous sum of money for NYRA and its horsemen

as well as Yonkers Raceway and its horsémen, From 1986
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through 1989, NYRA and its horsemen received $26,5 million,
Yonkers Raceway received S13.5 million and thée Yonkers
horsemen received 84 million in accrued purse obligations.

The horsemen's share of the revenue stream Increased

dramatically with the closing of Rogsevelt Raceway in 1988,

because the S0A agreement with Yonkers Raceway provided
sharing 50% of the pet revenue only when there was racing at
Yonkers Raceway,

Even with the closure of Reogsevelt Raceway and with

Yonkers Raceway assuming its dates, the aggregate on-track

Handle continues to decline. The NYRA simulcast has been ain

Important camponent in maintaining Yonkers Racewayv's

profitability.
The simulcasting of NYRA races to out-of-state tracks

has grown dramatically from $5.4 million in 1384 to §53.5

million in 1989.

NYRA's on-track handle was $942 million in 1384 and has
dropped to $818 million in 1989, a decrease of 5104 million.
However, the handlé at track ta track wagering sites has

grown from $8.6 million in 1984 to $161.8 million in 1989,

an increase of 8$153.2 million. A5 a result, NYRA's overall

handle has increased to SI billion, but its growth has been
du€ to its track to track simulcasting.

Until the end of 1989 no harness racing had been
simulcast track to track in New York State. Among the
reasans given for thas "failure" to undertake

experimentation is the concern that such simulcasting would
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further erode on-track harness handle and attendancé,.
During 1389~530, a Yonkers to Vernon simulcast experiment
began. During 1990 and 1391, Buffalo Raceway and Batavia
Downs 1 2g4n to simulcast each other's races durifig their
respective da.x days. The results of these operations are

discussed in the body of this repcrt.
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SUMMARY OF PROVISIONS Uk THE RACING PARI-MUTUEL WAGERING

AND BREEDING LAW GOVERNING SIMULCASTING

On July 2, 1990, simulcasting i1n New York was made
permanent after variocus limited localized experiments
followed by one and Five~yepar statewide experimental
periods. Chapter 346 of the Laws of 1990 1is complex
legislation. It is described in detail ih'the next section
of this report, The following summary reflects both the
actual wording of the law governing simulcasﬁing_as well as
the Board's understanding of the stated intention of the
drafters.

Intrastate Track to Track Simulcasting.

The New Yark State Racing and Wagering Board may
authorize any harness or thercughbred racing associatiun in
New York State to conduct Intrastate track to track
simulcasting provided such activity does not result In a
reduction of racing events at the receiving track,

Intrastate simulcasting requires a written agreement
between the sending and receiving track and any other tracks
within the same simtlcasting district which are conducting a
race meeting during the period for which simulcasting is
proposed. Such period is defined as a twenty-four hour day
from midnight to midnight except for tracks located in New
York C€ity (Aqueduct)}, Nassau (Belmont) or Westchester
{Yonkers) fdunties for which the period is afternoon against
afternoon, twilight against twilight and evening against

‘evening, as specified by the Board.
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No simulcasts may be sent to a receiving track when it
is conducting the same type of racing. However, the Board
may authorize simulcasts of certain such.racss as special
events., In addition, no sending track ﬁay simulcast its
signal to any other track unless such signal has been made
available to all authorized receiving tracks outside the

county where the sending track is located,

Simulcasts From sending tracks te receiving tracks are

further conditioned on the sending track making available

its simulcast signal to a reasohable number of regional off-

track betting branches. For a receiving track located in

Westchester County (Yonkers Raceway}), the sending track's

signal must be made available to a reasonable number of New
York City branches as well, Finally, the receiving track
must make available its simulcast signal to a reasonable
number of OTB branches in each region where wagering may be
conducted. (This 1last provision does not apply to Vernon
Downs, }

Simulcasting districts for Intrastate wagering are as

follows:

District 1: New York City, Ndssauvu, Suffolk and
Westchester Counties (Agueduct,
Belmont, Yonkers)

District 2: Sullivan County (Monticello)

District 3: Saratoga County (Saratoga Harness,
Saratoga Thoroughbréd)

District 4: Oneida County {(Vernon)

District 5: Erie, Genesee and Ontarioc Counties

{Batavia, Buffalo and Finger lLakés)
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Sums retained at receiving tracks from the total amount
wagered on intrastate simulcasts are the same as the rates
in effect at the sending track. The state tax on such
wagering is the lower of 2% on straight wagers, Z.5% on
multiple wagers, and 7% of exotic wagers or the rates in
effect at the receiving track, and 10% of breakage.

An amount egual tg 0.5% of wagering on simulcasts of
thoroughbred races 1s allocated to the New York State
Thoroughbred Breeding and Development Fund, and an amount

equal to 1% of simulcast wagering on harness races 1is

allocated to the Agriculture and New York State Horse

Breeding Development Fund.

The remaining amount retained is divided pursuant to
Sections _1007_53.)(61')'_(1'.} and (11) and contractual agreements
between the sending 4and receiving ‘tracks and their

respective horsemen.

Wagering at Off-Track Betting Branches

Off-track betting is aduthorized In New York Stateé 1or
the purpose of deriving reasonable revenue for the support
of government and combatting illeégal wagering. It is to be
conducted in & manner that is compatible with the well-being
of the horse racing and breeding industry. Off-track betting
in New York is not operated by the race tracks, but by local
gavernments, Furthermore, the consent of a race track to

condudét off-track wagering onrn races is not required, but
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mandatory, For these reasons, the Racing Law contalins a
lengthy set of provisions to regulate off=-track betting and

govern the distribufion of revenues from off-track wagering.

Off-Triack Betting Regions

The State 'is divided into seven off-track betting
regions. These are the Suffolk, WNassau, New York TCity,
Catskill, (Capital District, Western and Central Regions.
The Ceéntral Region originally consisted of 14 counties, but
has been reduced to five, through legislative amendments
authorizing the annexatian of counties 1jto surrounding
regions,

Off-track betting is dperated in each region, with the
exception of the Central Region, by six public beneéfit

corporations.

Limitations on Off-Track Wagering

The geographic division of the State into séparate
regions was designed to recognize the néeed to protect the
market areas of the race tracks from the competition and
negative effects, which could result if off-track wagers
were accepted at any locatign on races run -at any track at
any time,

In order to ensure that the race tracks are insulated
from such adverse competition, the fundamental provision 1is
that no OTB may accept wagers on 4 harness track located

outside of its region on any day when a harness track is
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conducting 1ivé vracing within Its region (known as the
regional harness track) without the approval of the regional
harness track. Similarly, no corporation may accept wagers
gn races run at a thoroughbred track dutside of its region
when a -regiognal thoroughbred track 1is conducting vracing.
Sifnce harmess racing in New York is gEHerally-heJd at night,
while thoroughbred racing 1is conducted in the afternbon,
there are no limitations governing the acceptance of wagers
on thoroughbred Yaces within a regiobn, whether or not ‘the
races come from inside or outside the region, while a
regional harness track is operatiing, and vice versa.

An exception to the above has been enacted in 1880 te
epcourdge tHe. return of a mixed thoroughbred and:
quarterhorse meet at Tioga Park in the C(Catskill Region.
Tipga will be pérmitted to conduct a mixed twilight meet 1Iin
direct competition with the New York Racing Association.

All thoroughbred races at Tioga must be completed by & p.m,

The Finger Lakes Race Track Special Betting District ({(see

below) will be protected.

In certain iInstances, regionai boundaries . have .been
modified for wagering purposes and three betting markets
have been established which do not conform with corporate
boundaries.

The first area is the Harness Special Betting District,

which approximates the market area of Vernon Downs. No

wagers may be accepted by any of the off-track betting

corporations operating within this special district on
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harness races conducted outside the district, while racing
is being conducted at 'Vernon Downs, without Vernon's
approval, This special betting district 1s necessitated by
the failure of a cagrporation to be established for the
Central Region and the subsequent annexation of counties

originally located within the Central Region into other

regions,

The second area 1is the Thoroughbred Special Betting

District. This district represents the market area of

Finger Lakes Race Track. No off-track wagers other than
Finger Lakes may be accepted in this district while racing
is being Held there, Although the Finger Lakes track is

located within the Western Regign, it 1is not considered the

regional thoroughbred track for the entire region, but only.

that portion encompassed within the special betting
district.
The third modified betting area is a conglomeration of

the Nassau, Suffolk and New York City vregions and the

portion of the Catskill Region ocutside of the hdrness and

thoroughbred special betting districts (the Meétropolitan
Reéegionl). All tracks located within this area are considered
regional tracks (Momticello, Yonkers and NYRA), and the four
off=track betting corporations operating within this area
may accepl wagers pn races conrducted at any of these tracks,

With the exception of these special bhetting areas,
regional wagering restrictions conform to corpdrate

boundaries. Thus, each corporation generally is limited to
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accepting -tharoyghbred wagsers only on the regional

thoroughbred track when it 1is cenducting racing. However,

both Suffolk and Catskill regions are permitted to accept

wagers on Finger Lakes éven on day% when NYRA is conducting
racing.

During those periods when the regional thoroughbred
'track is not vracing, ©Or 1in regions where no regional
thorcdughbred track is designated, a corporation may accept
wagers on thoroughbred races conducted outsige oI 21ts
region. The same provisiens govern the acceptance of harness
wagers within each region,

Limitations of Off-Track Betting on Qut-of-State Racés

Generally, no off-track betting c¢orporation may accept

wagers on out-of-state harness races whem any harness track

within the State is conducting racing, or on out-of-state

thoroughbred races when any thoroughbred track within the
State is racimg. There are two exéceptions to this rule.

First, off-track betting Is authorized on no mdre than

15 put-of-state thoroughbred and tive out-gt-state ‘harness

racés per year designated by the Board as being of special

Interest, Both the Breeders' Cup and Breeder§’ Urown series

of races are eéach considered a single spécial event. Wagers
may be 4dc¢cepted on these races by all corporations without
restriction,

Second, off-track wagers may be accepted on out-of-

state-tharoughbred'races on days when_NIRA is not conducting

racing but Finger Lakes 1is, These wagering opportunities
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are limited to all .areas of ‘the State outside the

Thoroughbred Special Betting District, In order to accept

Duteof—state wagers at such times, a corporation must also
offer betting on Finger Lakes races,

Simulcast of Out-of-State Races by New York State

Race Tracks

The 1990 Omnibus Racing Bill authorizes the State's
race tracks to accept wagers on, and display the simulcast
of, 12 put-of-state thoroughbred races of special interest,
Legislative authority to accept wagers on the Kentucky
Derby, Preakness and Breeders' C(Cup series was coptinued.
These 15 thoroughbred races shall be selécted by the Board

for both on -and off-track wagering,.

Furthermore, harness tracks and OTB corporations are

authorized to simulcast the Breeders' Crowd series of races

and the Hambletonian. Harness tracks were also given the
exclusive right tae simulcast five additional fharness races

of special interest Into their tracks,

Rate/Distribution of Takeout -~ Off-Track Betting

OTB Cdcorporations are authéorized to witkhold the
following percentages from off-track wagering pools: for

races conducted by NYRA, 17% of regular and multiple pools,

25% of exotic and 36% of super-exatic pools; for wagers on

all other races, 172 of regular, 189% of multiple, 25% of

exptic and 36%Z of super exotic pools. Additionally, a 5%
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surcharge is Jlevied on winning off-track bets, wexcept for

certain telephone betting accounts and simulcast theaters.

An additional 1% of regular and .multiple pools at

upstate harness tracks and Finger Lakes may be retained and

‘divided between the OTB corporation and the track, to be

used exclusively for capital improvements, Tigga Park 1is
entitied to receive the full 1% commission. An additional
2% increase 1in takeout on any wmutuel peal may be added by
Tioga.

State tax gn regular and multiple wagers ranges Cfrom
0.5%2 to 1.1%; on exotic wagers from 0.5% to 3.1%; for super-
exotic wagers from 2.5% to 3.5%. The State receives 50% _o.f
all breakage on thoroughbred races and 20% of breakage on
harness races. The'remaining-breakage goes to the aff-track
betting corporations.

In genéral, the percentage distribution to the race
track, including amounts l.e_gis'fatl’veiy or contractually
earmarked for purses, ranges from 4% to 5.4% of regular and
multiple pools; from 7% to 7.4% of exotic pools and from 122%
to 138 of super exotic pools, There are two basic
principles governing the distribution of revenues to the
race tracks.

First, when a wager is placed within a regibn or
district on a race conducted at a regional track for that
region or district, that track 1is allocated the entire
amount earmarked for race tracks., Second, when a wager is

made on a race conducted outside the regien or district
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where the wager is placed, (when authorized), the allocation
is divided between the track holding the race on which the
wagér was made and the regional track for the region or
district where the bet is placed.

The regional track, éither harness or thoroughbred, is
entitled to an allocation regardless of what type of race

the wager 1is made on. The proportichnate division of the

allocation between the track holding the race and the

regional track is determined by whether racing is or iIs not

being conducted at the regional track, with a larger share

allocated tio the regional track if racing iIs  being
conducted., Special provisions regarding this rule apply to
Tioga Park.

Generally, the takeout rates apnd distribution af
revenués from off-trdck wagéring on out-gl-state races
correspond to the rates for wigering ovn Iin-state races.
However, OTB corporations must I[irst pay from tne amount
earmarked- for regional tracks any contractual obligation
owed to the out-of-state racetrack, provided that mandatory
minimum distributions to the regiwnidal track are met..

In cgnjunction with the regional Iimitations on
wagering presented earlier, each race track can derive
income Ffrom off-track wagering from three primary SOUrces.
First, from wagers on the races caonducted at the track;
second, frqm wagers placed within the region or disfrict

where the track is designated a regional track an out-of-

region races which are of a different type fFrom that being
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conducted by the track; and third, from wagers made WwWItnin
the region or district where the track is designated a
regional track on any out-of-region races when the track 1§

not conducting racing.

Simulcasting to Residences

Chapter 346 of the Laws of 1990 forbid simulcasting of
races to individual or group residences for the purpose of
pari-mutuel wagering, However, the Board may approve one 90-
day experiment provided that the experiment concludes by May
15, 1991. The results of the experiment shall be reported
to the Legislature for further evaluation. Tracks are not
Prohibfted from televising their races on an irregular basis

primarily for promotional or marketing purposes, The in-

home experiment currently underway Iinvolves Saratoga Raceway

and the Capital District Regional Urr-track Betting

Corporation.

Simulcasting to Off-Track Betting Branches

Simulcasting is governed by anda 1in accorgance wein tne
previsions regulating off-track betting generally.
Additionally, the consent of the. sending track ana the
corporation -operating the branch 1Iis required for a
simulcasting agreement to be approved. Consent is required
gf any regional track or +tracks within the region oar
district where the branch is leocated 1If the regional track

is conducting the same type of racing as 1is simulcast; and
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if the branch is within a 40-mile radius of the regional
trdck. If a branch is within a 31 to 40-mile radius of the
regional track, consent may not be unrédsonably withheld.
No consent is required if the branch is ocutside the 40-mile
radius of thé regivnal track.

Sending tracks are authorized to negotiate with OTB
corporations for additional remuneration from wagering on

simulcasts ‘to branches above and beyond the mandated

payments established by law. Fifty percent of any such

additional remuneration must be distributed in purses at the
sending track. In the event an agreement betweén the parties
cannmat be reached, the 1930 legislation provides fer bindins
arbitration of the dispute.

Tracks simulcasting to OTB ctorporations, with the
exception of NYRA tracks, receive a credit against on-track

pari-mutueél ‘taxes a%& an additional Incentivé to reach

simulcasting agreements with OTB corporations. The tax

credits are as follows: Batavia, Buffalc, Monticellp,
Vernon and Fingér Lakes receive an amount equal to I& of the
total amount wagered at OTB branches on simulcasts from each
track. For Yonkers, the credit is equal to 1.5% of the
total simulcast handle,

Certain simulcast branches vcan offer additional
amenities with the approval of the Board, These enhanced
telebranches may offer food and beverage service. Alcohol
may be served in up to three branches per county. Large

screen TV's and seating may also be offered. An admission
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fee may be charged at these fdcilities, subject to Board
approval, The 5% surcharge on winning wagers 1s applicable.

Capital Acquisition Fund

To assist OTB Corporations in fipancing Improvements,
the Legislature adided a new Section HUY%-a to the Kacing Law
{Chapter 681 of the Laws vof 1983), establishing &4n OTB
Capital Acguisition Fund. The legislation was recommended
by the Board in the 1988 Simulcast Report (Recommendation
#4}) and was actively pursued by the Western Regional off-
Track Betting Corporation. The legislation provides that
each OTB c¢orporation may e€stablish a Capital AcquiSition

Fund for the purposes af financing the acquisitian,

construction o eguipping of OTB facilities. The fund

consists of an allocation from thée OTB corporation's pari-
mutuel handle 45 set forth in the law. .The statutory
formula provides for an allocation of not more than 1% of
the total pari-mutuel wagering pools for the quarter 1in
which theé comtribution is made, nor shall such contribution
reduce the amount of gquarterly net revenues (excluding
surcharge) to an amount less than 50% of such net revenues.
In addition, the fund is capped on an annual basis by the
lesser of 1% of the total pari-mutuel pools for the prior
year or the undepreciated value of the corporation's
property,

Chapter Y46 of the Laws of 1990 added an additional,
separate source of funding for the Capital Acquisition Fund.

It authorized OTB Corporations to iIncrease the surcharge on
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multiple, exotic and sSuper exotic wagers by 1% and to

aiiqcate that additional 1% to the Fund.

Telephone Betting

OTB corporations may establish telephone beéetting
accounts and cgaduet telephone wagering., The regulations
governing telephone wagering and the distribution of
revenues therefrom are the same as those govVerning Wagering
at branches. However, an OTB corporation may eliminate the
surcharge on winning wagers for dny account with a balance
of more than $500 at the time the wager is made. New York
City OTB has eliminated the surcharge on all telephone
wagering, with the approval of the Mayor of the City of New
York, New York City accounts must have a minimum balance of
310. All OTB telephone accounts can accept wagers on all
racing events permitted at the corporation.

In addition, race tracks may establish telephone
betting accounts for wagering on races run at that track
only. Such track accounts must have a minimum balance of
$500, exceépt for NYRA, where the minimum bhalance is §1,000
per account. To date, no .such accounts have. been

established.

Wagering at Simulcast Theaters

The Racing and Wagering Board may approve seven
licenses to operate simulcast theaters within the State. A

simulcast theater is definéd as being a publiec entertainment
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and wagering facility. Simulcast theaters must charge
admission. Track prices are paid an'winning wagers of races
that are simulcast. No surcharge is collected on those
winning wagers.

Simulcast theaters may be owned and operated by one or
more tracks, by the regional OTB corpdration of the region
where the theater 1is to be located or jointly by the
track(s}) and OTB corporation. Simulcast theaters may also
be operated at privately owned hotels in the Catskills and
at an entertainmept thedter in New York City, provided the
dpplicable OTB COIQoratian and track agree to such an
arrangement, NYRA may &lso own a simulcast theater.. A
letter of consent from OTB is necessary 1f NYRA wishes to
operate @ thegter outside of theé Suffolk, Nassau or New York
City OTB regions. Within those regions, local government
approval is regquired,

Authorization for a Iicén&e to own and operate a
simulcast theater requires that: the tollowing c¢onditions
must be met:

1) A written agreement between the sending tracks and
the operator;

2) The consent of any regional track not party to the
operation of the proposed theater has been obtained;

3) The consent of the regional OTB corporation, if not
party to the operation of the proposed theater, has been

dbtained;

-5G-



4) A written agreement exists caoncerning the division
of responsibilities, costs, and revenues between the parties

if the theater is jofntly operated; and

5) The approval of the local and county sgoverning

bodies where the theater is to be located has beén obtained.
An exception to the above was enacted in 1990 allowing

NYRA to establish a simulcast theater iIn New York City,

Nassawu or Suffolk Counties, as well as Westchester County,

5o long as OTB is not operating in that county, without the

approval of the regional OTB (Corporation. However, the
approval of both the legislative and executive branches of

the 1locality 1is regquired. The NYRA facility may not be

opened in New York City before 1392,

Rate/Distribution of Takeout - Simulcast Theaters

Takeout rates at simulcast theaters are the same ak
those Iin effect at the sending track. The state pari-mutuael
tax rates are as follows:

1) on harness wagers; 0,5% of regular wagers; 1% of
multiple wagers: 2.5% of exotic wagers; 3.5% of super exotic

wagers and 20% of breakage.

2) on thoroughbred wagers; 1% of regular wagers; 1.5%
of multiple wagers; 3% of exotic wagers; J4.5% of super
exotic wagers and 20% of breakage.

An amount equal to 12 of total harness wagering 15
allpcated to the Agriculture and New York State Horse

Breeding and Development Fund, and an amount equal to U.5%
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cf total thoroughbred wagering 1Is alIOCated to the New York
State Thoroughbred Breeding and Development Fund.

Finally, the operator of a simulcast theater may
contract with the city, town, or village in which the
theater is located to pay a sum not to exceed 1% of total

wagering in lieu of any other local tax.
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SUMMARY OF CHAPTER 346, LAWS OF 1950

Chapter 346 of the Laws of 1990 makes permanent. New
York's simulcasting authorization contained in Article X of
the Racing Law, The revised statutory authorization 1is
intended to provide for a more orderly implementation and

expansion program by establishing an arbitration mechanism

for settling disputes. The broad-based legislation also

Included provisions for a more efficient workers'
compensation plan for jockeys, Ffinancial restructuring of
the New York Racing Association (NYRA), 1incentives and
protection for thé opening of Tioga Park, as well as other
provisions to expand simulcasting for the benefit of the
racing and breeding industry and State and local
governments.

Ehaptér 346 was designed specifically to remove
Statutory obstacl s to growth and establish a framework to

foree race tracks and o¢ff-track eétting corporations to work

together and negotiate positions in good taith for the

benefit of racing and government.
The interruptions and costly legal proceedings created
by the Catskill/Yonkers dispute demonstrated a need for

legislative redress if simulceasting programs were to expand.

To .accomplish this goal, "prior consent" provisions

were removed from the law and replaced with a more positive
"make available" approach, Under this scheme, 1if NYRA, for

example, wants to simulcast 1Its signal to Yonkers, It can do
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sa only Iif the signal is also made available to all OTB
corporations within the NYRA betting region (i.,e, Catskill,
New York City, Nassaw and Suffolk). Yonkers c¢an then only
accept the signal if its signal 15 similarly iade available
to the OTBs. Once the signal is made available, and on
display at the respéctive facjilities, each track and OTB

corporation will negotiate appropriate price and location

contracts. If an agreement cannot be reached, ‘the

legislation preovides for binding &arbitration, wherein an
arbitrator makes a determination based bn the last best
bffer made by the parties.

It is hoped that this mechanism will cause both the
tracks and the OTBs to -coopérate in order to expand the
racing market, as well ;5 State and local reévénues,

The legislation also contains provisions intended to
encourage a new combined thoroughbred/quarterhorsée track to
open in the Catskill region, while protectipng the State’'s

existing tracks. The legislation provides:

- -a_capital improvemth program tunded by on and
off-track wagers;

- guaranteed access into all profitable simulcast
facilities In New York City that receive either
NYRA or Yonkers simulcasts;

- unlimited access to OTB regions except within
the Finger Lakes special betting distriect; -and,

- a two-percent Increase In the new track's
take-ogut on its thoroughbred races,
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Te provide the Hharness tracﬁs and Finger Eakes Race
Track with sdme measure of pratection from the competitive

effects of stuch a program, the legislation:

- provides regional tracks sharing inm OTB wazers
placed on the new track's races;

- praﬁibits thoroughbred races after 8 p.m,;

- prohibits“wagering on sucﬁ races within fhe.Finger
Lakes special betting districty

- prohibi;s the simulcast of such races into New
York City unless a NYRA track 1s racing; and

- provides for regional track sharing of OTB
surcharge revenues accumulated on winpning
wagers on Tioga Park thoroughbred races.

Other provisions of-Chapter 346 include:

- undergprevious-iaw, workers' compensation insurance
was provided by owners and trainers Ffor jockevs on an
individual basis, This often resulted in duplicative
and overlapping policies, Chapter 3146 provides for the
establishment of the New York State Jockey Injfury
Compensation Fund and requires that licensed owpers and
trainers collectively obtain blanket coverage under the
Workers' Compensation Law for all jockeys, apprentice
jockey§ and exercise persons. The bill clarifies the
jockeys' status as employees under the Workers'
Compensation Law, By doing so, jockey status will be
established and policy costs should be reduced.
- in order to augment each OTB carpbration’s ability to
‘maintain and modernize its facilities, the legislation
" contains a provisiom to authorize each OTB corporation

to Increase the surcharge on multiple and exotic bets
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by <one ‘percent, dedicated to capital financing
purpeses.

- under previous law, 25% of simulcasting revenues

generated by NYRA had been allocated to the New York

State Thoroughbred Racing Capital Investwent Fund. The
legislation transfers these  funds to ¥YRA  for
operational use for a ‘two-year period. The Fund 1s
expected to remain fiscally sound, based on locan and
interest payments from NYRA, and the mandated payment
to the Fund of the first $1,85 million of NYRA's net
profits.

- in order to provide New York racing fans with
additional wagering opportunities on races of special
interest, the bill autherizes all race tracks, and OTB
corporatiocns to simulcast up to 12 special event racés
selected by the Board, A mandated distribution to
purses, the State, and the Thoroughbred Breeding and
Development Fund was provided.

- as an incentive to encourage more participation and
fan Interest i1in harness racing, New York's Hharness
tracks were exclusively authorized to simulcast up to
fivé harness races of special interest with a provision
for additional reciprocal simulcasting of New York and
Canadian harness racing.

- to facilitate New York’s participatiun in nation-
wide imerging of pools, the iegislation contains

provisions authorizing the combination of wagering
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poals from New thk with tracks in other states and
foreign jurisdictions and vice versa, in order to
el fectuate a common payoff between sending and
receiving tracks,

- the legislation authorizes track to track simulcasts
between Belmont and Aqueduct with the provision that
one percent. of that simulcast handle be paid to the
City of New York, It continues a 25% tax credit to New
York City and Nassau O0TBs when Saratoga simulcasts to
‘Aqueduct.

~ revising NYRA's authority to operate simulcast
theaters by requiring that within the New York City,
Nassau, Suffolk and (portions of the) Catskill OTB
Regions, a NYRA simiulcast theater may be established
without OTB's consent if NYRA obtains the approval of
the governing body of the particular locality, Also
required is the approval of the Chief Executive and
legislative body of the county. In New York City, no
such simulcast theater may be established until January
1982,

= the legislation auvthorizes twilight racing for a
two-year period. This  wWould aliow UI'8s to take
-advantage of downtine.

- the legislation provides race tracks with
authorization to maintain telephone betting accounts
with a minimum balances of $500 (81,000 mipimum at NYRA

tracks). The New York City OQtff-Track Betting
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Corporation was authorized to waive the surcharge on
all telephone accounts, In addition, all other UOTH
corporations were empowered to suspend the surcharge on
telephone accounts with a minimum balance of $500 at
the time of the wager.

- the law authorizes the 1ive call of NYRA races in
all facilities of New York City OTB beyaond a five-mile
radius of the sending track.

- while a specific prohibition of in-home simulcasting
is provided, a one-time 90 day experiment is authorized
for one OTB region to test the waters,

- sPecific purse-sharing of a receiving track's
commissions 1Is mandated in order to assuré adeqguate
purse levels at those facilities.

- to provide social support for backstretch employees,
the ‘bill req'ui'-re-s that information concerning
counseling services and funding for drug &4nd alcohol
rehabjlitation pProgranms. bhe provided to licensed
bdckstretch non-profit organizations,

- im order to provide necessary time for the full
participation of Westchester County .1n the attairs of
Catskill OTB, the bill provides that when a new county
elects to join an existing OT8 corporation, tull
participation 1is conditioned on the establishment of
branch offices in the new county,

- to address an omission in a 1989 law authorizing

admission charges and State and local admission taxes,
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the bill specifitally authorizes

of such taxes.,
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APPLICATION PRUOCESS AND GUIDELINES.

In aurhorizing Iintra-state simulcasting, the
Legislature mandated that each track or off-track betting
corporation must apply for an annual license ‘to ocperate a
simulcast facility. Such a facility may be a race track, .an
OTB branch or a simulcast theater.

Applications for annual licenses sShail be 1im such torm
as may be prescfibed by the Bgogard and cpbntain such
information, material or other evidénce the Board may
require. The Board has established an annual licensing
cyele of July 1 through June 30 of the following yvear.
This  sequence tracks the sunset provisions of both the
experiment's statutory autboric;, as well as certain
pravisions of tbe-permanent.authorizatioH. In addition, the
Legislature prescribed a $500 per year license fee for each
simulcast facility to be paid by the licensee.

The application itself must contain a SIMULCAST PLAN OF

OPERATION which is subject to the review and approval of the

Brard. Section 1003(2) of the Racing Law Specifies the
contents aof such plan.

Each applicant must also submit a feasibility study

prajecting the estimated revenues and wcosts to operate -a

simulcast facility. To be included in the study is the

Following informatign:
1. the number of simulcast races to be displayedy;
2, the types 0! wagering Lo pe olfered;

3. the level of attendance expected and the area from
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which such attendance will be drawn;
4. the level of anticipated wagerinsg activity;
5. the source and amount of revenues eéxpected from
other than pari-mutuel wagering;
6. the costs of operating the simulcast facility and
the identification of costs to be amortized and the method

of amortization of such costs;

7. the amount and ‘source of vrevenues needed for
figancing the sim: ast facility; and
8. the probable impact of th proposed operatlon on

revenues to local governmment.

I'm addition to the feasibility study, the Simulcast
Flan of GCOperation de%ails'the security measures fo be used
to protect the facility, don;rol..crawds, safeguard the
transmission of simulcast signals and accomplish the
transmission of wagering data to effectuate common wagering
poails, Iriformation on the type of data processing,
communication and transmission equipment ta be utilized must
also be provided. The applicant is required to describe
the management groups responsible for the operafion of the
simulcast facility and the System 0f dccounts employved to
maintain a sSeparate record of revenues <collected by the
simulcast facility, the distribution 6fF such revenues and
tHe accounting costs relative to the simulcast operation.
The Simulcast Plan ¢f Operation also specities the location
of each facility and includes written confirmation from the

appropriate local authorities that the ldcation of the
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simulcast facility' and the number of patrons expécted to
occupy such facility are in compliance with all applicable
locdl ordinances.

The final requirement of Secticon 1003 states that an

applicant must submit the written agreements or letters of

consént by those parties &specified in Sections 1007, 1008

and 1009 of the Racing Law (including as the case may be,

race tracks, off-track betting corporations and/or local
governments/,

Chapter 346 of the Ldws of 1390 added a new Section
Iarz, whiqﬁ provides for bindipg arbitration whenever a
written agreement 1s required from 'a sSending track iIn
simulcast districts one or two, and such agreement has been
unreasonably refused, declined or denieéd. This new
legislative procedure;, which expires on July (5>, 139%2 1is
discussed jin more detail within the bhody of this report.

In addition, Section 1010 mandates that the Simulcast

Plan of Operation shall include provision for job security

for race track and OTB corporation employees within the
simulcast district where the.&imuldast-facility is located.

The Board has Imposed additional requirements for
licensing a simulcast facility. Following Board approval

of the Capital District Regional Off-Track Betting

Corporation’s appiidation to aperate a telebranch in Albany

during 1985, an unsuccessful law suit wds commenced by area

residents in an attempt to prevent the opening of the

facility. New York State Supreme éaurt, Albany County,
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determined that the Board acted correctly in licensing the
facility. During the course of preparing for this
litigation, the Board was advised that it must insure
compliance with the State Environmental Quality Act with
respect to the determination of the envihanmental’ impact
relating to a simulcast facility, Capital OTB submitted

a comprehensive statement for the Albany facility, and it

was then licensed by the Board. The court thereafter found

that the Board properly licensed the Facility. Accordingly,
the Board now requires the submission of an Environmental
Assessment Statement Iin a prescribed fogrmat fer each new
simulecast Facility,

In 1986, the Board began an intensive effort to insure
that all off-track betting facilities (including simulcast
facilities) were 1in compliance with the New York State
Uniform Fire Prevention and Building Code. A similar effort
with respect tog track Ffacilities was also undertaken. With
respect to race tracks, the appropriate local governments"
code -enforcement officer was vrequested to inspect the
facility and confirm its compliance with the State's Uniform
Code,

In 1988, the New York State Department of State,
through its Codes Division, determined that the
responsibility for the administration and enforcement of the
Uniform Gode at facilities operated by off-track betting
ecorporations 1s that of the participating county and/or

city.
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The procedures adopted by the Bpard to effectuate these
statutory guidelines recognized fhat the Governor and
Legislature wished tod encouragée the ‘broadest possible
wtilizatien of simulcasting. Basically, -applicanté' are
required to submit the principal elements of the Simulcast
Plan of Operation and feasibility study to the . Board,
together with proof of agreement by all the necessary and
required parties,. Upon receipt of the above, the Board
reviews a submission and makes a determination thereon. In
several 1instances, temporary licenses have beéeen Iissued
contingent upon the }ECEIPt of further oneécessary and
reguired documentation. For the Board, "a meeting ot the
.minds'  between the essential players in this arrangement is
critical in making ﬁ determination to authorize a specific
simulcast operation. Of course, a speedy submission of the

necessary written materials is always required.
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 SIMULCAST FACILITY LICENSING

In accordance with the provisions of Sectien 1002(1) of
the Racing lLaw, the Board issued guidelines for applications
fnr simulcast-facility iiteuses, An annual licensing cycle

of July 1 through June JO of the following Year was

established to coincide with the statutory authorization

corncerning Article X,

With the effective date of the revised Article X in
1985, the Board required each applicant to apply for a new
simulcast facility license for the year July I, 1985 through
June 30, }935r Accordingly, renewal procedures were
implemented for the licensing years beginning July 1, 1586;
July 1, 1987; July 1, 1988, and July 1, 1983. With the
enactment of Chapter 346 of the Laws of 1990 on July 2nd,
the cycle was reestablished for the year July 2, 1930
through June 30, 15991. Under this procedure, 182 simulcast
facility licenses were issued and a total of $91,000 in fees
was received and remittéd to the State's geyeral fund as of

December 31, 19%0,
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A breakdown by applicant is set forth below:

1990 - 1991 LICENSING YEAR (JULY 2 - DECEMBER 31, 1990)

NUMBER GF

APPLICANTS LICENSES I'SSUED FEES PATD
New York City OTB 41 WLU, o 0u
Nassau OTB . 13 6,500
Suffalk OTB 11 5,500
Catskill OTB 18 9,000
Capital OTB 46 23,000
Western OTB 45 22,500
New York Racing Assn. 1 300
Finger Lakes Race Track 1 500
Yonkers Raceway 1 500
Saratoga Raceway 1 500
Vernon Downs 1 560
- Batavia Downs. 1 500
Buffale Raceway 1 500
Monticello Raceway 1 SUU
TOTAL 182 SY1, 000

Three simulcdst facility licenses had also been issued

during the first half df 1990 for the prior Iicenslgg_year,

generating §1,500 in fees.

Therefore, during calendar year 1990, a total of 185
simulcast facility licenses were 1issued, and fees totaling
$92,500 were received by the Board and paid to New York
State's general fund, pursuant ta Section 1003 of the Racing

Law,
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CONSULTATION PROCESS - 1990 SIMULCAST REPORT

In the course of reviewing 1990 simulcasting, the Board
and its staff condiucted a series of informal meetings and
discussions with ,concerned members of the industry. The
Board has maintained a continuing dialague with
representatives of the tracks, OTB c¢orporations, HKorsemen
groups, staff members of the Legislature and other
interested partieés.

Each group was given the opportunity to present 1its
views and ‘opinions with vréspect to the effect of the
statute, the problems encountered in dmplementing the
statute and its recommendations for legislative action. As
would be expected, the groups’ representatives were forceful
advocates of their respective interests and policy
pasitions, The details of the problems encountéred by each
of the respective entities are further discussed witdln the
context of the descriptive onparratives for each OTB
corporation and track.

bBuring 1930, the Exécutive Chamber undertoak a
significant .role with regard to racing legislation. The
Executive Chamber, in conjunction with the Board, had

extensive consultations with key legislative leaders and

staff members as well as all segments of the racing and

wagering community with a view towards designing a
comprehensive legislative propoesal ta cautinue simulcasting
and address other raqing issues as well, The vresult was

Chapter 346 of the Laws of 1990.




Finally, as a consequence of Board Recommendation #1
contained in ‘the 1885 Simulcast Report, the Legislative
Commission on Science and Technology (at the .request of the
Assembly Racing .;nd Wagering Committee) completed a
comprehensive study of the methodology presently employed
within the Industry to transmit various types ot 1ntormation
amang the respective entities,

In a report entitled "A Study of Off-Track Wagering and
Simulcast Technology in New York State', released on March
11, 1988, the Legislative Commission evaluated the current
state of the technology and recommended options for
improvement. Of particular interest are the following
significant conclusions of the report:

1. A statewidé computer {(tote) nétwork is
technologically feasible;

2. Post-time wagering off-track 15 technologically
possible;

3. More timely off-track payouts can be achieved;

4., Various technologies can be employved for a
statewide simulcast system;

5. Integration of voice, computer and video data
trénsmission_has the poteatial for significant
statewide cast consolidation.

The Board concluded its review of the Legislative
Commission's report. The Board believes that the Treport
ocffers reécommendations which, If adopted, creéate the
paotential to Iimprove and enhance this State's racing and
wagering industry. The report can serve as one of the bases
for making important publiec policy decisions which will

shape the future of New York's racing and wagering in the



1990 's. and beyond.
and the iIindustry

implications.

We urge all segments of State government

to sericusly consider the Report and 1its
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SIMULCASTING OPERATIONS BY UFK=TRAUK BETTING CURPORATIONS

AND RACE TRACKS DURING 1330

During 1990, the sixth full year of the simulcast
experiment; each of the State’s race tracks (with the
exception of Vernon Downs, Monticello Raceway and the
Syracuse Mile} 'made a simulcast sigpnal of its races
available to some or all of the State's six off-track
betting corporations, Nine of the State's eleven race
tracks also were receiving tracks for simulcast signals.

The simulcasting of NYRA races was continued by Yonkers
{for an abbreviated 167 davs}, Saratoga Raceway (for 287
days} , Finger Lakes (for fIG.days), Verndn Downs'(far 112
days) and Monticello Raceway (for 89 days), as well as
dqueduct's Simulcasting of the 24-day Saratoga meet. In
addition, Monticello Raceway began simulcasting races fronm
NYRA (for 89 days) and NYRA tried a limited experiment
simulcasting Belmont's racés to Agqueduct, which ‘they
discontinued after 18 days, claiming unsatisfactory results,
Batavia Downs tried simulcasting of Finger Lakes races
(dropped after 20 days), NYRA races (for 23 dayvs) and
Buffalo Raceway races (for 43 nights). In 4dditiom, Buffalo
Raceway simulcast Batavia Downs' races (for 40 nights) and
Vernon Downs continued its day-night simulcasting with
Yonkers' races at night (for 112 nights).

Simulcasting of Iin-state races by all off-track betting
corparations continued on races from NYRA, Finger Lakes and

Yonkers Raceway. Capital O0TB continued to simulcast



Saratoga Raceway races and simulcasting of Batavia Dowas_and
Buffalo Raceway's Hharness races took place in the Capital
and Western regions.

In 1998, the combined statewide on and off-track handle
for all tracks fell by $36 million (1%7, compared to 1389,
On-track ‘thoroughbred handle declined by 0.5%, while on-
track #Harness handle fell by over &Z. Total off-track
handle held almost even to 1988%9's level. Total simulcast
handle, however, continued to rise. During 1990, 37% of the
State's total betting handle was wagered at simulcast
Facilities compared to 16.8% in 1989,

4 total of 185 simulcast facility licenses were issued
in 1390, eight more thanp in 198%. Eight were issued to race
tracks (AquedﬂCt; Yonkers Raceway, Saratoga Raceway,
Monticello Raceway, Batavia Downs, Buffalo Raceway, Vernan
Downs and Finger Lakes), five to simulcast theaters (two in
New York City, one each Iin Albany apnd Hauppauge and a new
license to a hotel, Friar Tuck Inn, in Catskill, New York)
and 173 to off-track betting branches throughout the State,
Collectively, these facilities vconducted 822 simuléast
operations, Yonkers simulcasts of NYRA's races ceased in
February because of Catskill OTB Corporation’s veto, not to
begin aggin until July. On July 1, all sinulcasting ceased
because of the sunsetting of the experimerntal statute, It
began July 2 with the énactment of the Laws of 19908, Chapter

346,




The Racing Law establishes three distinct
classifications of simulcast facilities. Total simulcast
handle during 1990 in each class were: Track to Track, $128
million (down 212 compared to 1983 because of Yonkers'
cessation); OTB Branches, SY>0.8 miiflion (down 10.3%) and
Simulcast Theaters, $153.2 million (up 6.2%)

OTB simulcast handle on both NYKA and Yonkers races

declined; 4.8% for NYRA and a dramatic 19.7% far Yonkers.

Part of this decline is atetributable to the fact that for

_mo?e than five months; Yonkers did not simulcast into the

Catskill region, Finger lLakes, which continued to simulcast
statewide on NYRA dark days (usually Tuesdays), and to all
OTB regions outside New York City and Nassau County on other
days, repaorted a'iO,Jz.inCrease in simulcast handle.in 1990.
Batavia/Buffalo's combined simulcast handle rose by 2.3% in
1990, whiLe_ManfiCelia's OTB simulcast hﬁndie Iincreased by

over 385% (due to a substantial dincrease in the number of

simulcast programs). For the State's wother harness ‘track,

Saratoga Raceway, OTB 5imulcast handle fell by 37% in 1930,
A derailed narrative of the simulcast operations and
Other significant activities at the State’s race tracks and

off-track betfting corporations during 1930 follows.
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WESTERN REGIONAL OFF-TRACK BETTING CORPORATION

The Western Regional Off-Track Betting <Corporation,
located in western New York State, 1is comprised of 18
countiés, 15 of which participate inm the management of off-
track betting. The two major cities In the Western area,
Buffalo and Rochester, also participate as full members of
OTB. In 1990, Western operated 47 branches, the same as the
previopus year.

Western OTB conducted 262 simulcéast pperations at 45
branches during 1530 from the New York Racing Asscciation
(NYRA), Finger Ldkes Race Track, Batavia Downs, Buffalo
Monticello and Yonkers Raceways. There was a statewide
cessation of simulcasting on July I, due to the expirati;n
of the five-year experiment. Permanent authorization 1or
in-state simulcasting was emacted into law on July 2, 1990.

Within its region, Western OTB contaxns a thoroughbred
track, Finger Lakes Race Track, and two harness tracks,
Buffalo Raceway and Batavia Downs.

In 1930, Western OTB  handled $147.6 million on
thoroughbred races and 552.2 million on Rarness races for a
total of $199.8 million, an increase of 82,8 millionm or 1.5%
over 13%90. This total accounts for 10.4% of all New York
State affétrack betting handle 1In 1990, Western ranks

fourth in the State in terms of total betting handle, Based

—-89-



on its total $199.8 million handle tor 1490 (as compared to

$197 million in 1989), Western generated the following:

LYYy 1989

Statutory Payments: )

N.Y. State §2,974,466 $2,908, 962

Breeders' Fund 1,260,857 1,244,351

Tracks (inecl., contractual) 13,129,677 12,804,404
Total Operating Expenses 19,359,863 19,529,002

Percentage of handle 9,.7% 9.9%
Net Earnings to Own Localities* 2,354,378 §,471,911%*
Percentage of handle 1.2% 2.2%

Surcharge: _ .

To Own Localities 4,333,915 4,361,243

To Localities Qutside Region 3,744,565 3,706,452

*Western's net earnings to loc&li;ies were reduced by
$675,000 in 1989 and §1,750,000 n I9590 and allocated to its
Capital Acquisition Fund,
#4Igcludes 51,150,752 in non-redurring reveigue from Amtote
settlement.

1990, Western received simulcasts in 45 of 47 branches
or 95.7% of ‘its branches, 0f its total handle in 1930,
§177.6 million or 88.8% was wagered on simulcast races,

Westeérn's 1330 handle for NYRA was §53.8 nmillign, an
increase .of $5.9 million or 6.8% over 1984, Simulcast
locations, of which 45 were operational for varying number
of days during the year, accounted for 3§88.3 million or
$4.5% of total NYRA sales, an increase of $5.5 million or
6.6% over 1989, The daily dverage handle for the simulcast.
locations was 87,617 per branch compared to §7,285 in 1989,

Western's 1990 handle for Finger Lakes Raceé Track was
$43.1 million, a decrease of §1.4 million or 2.8% as

compared to 1289. Simulcast Iocations, of which 45 were
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operational for varying numbers of days during the year,

accounted for $45.5 million or 92.8% of the total Finger
Lake$ sales, an dincrease of §1.5 million or 3.3% over 1989,
The daily average handle for simulcast locations was 56,463
per branch, compared to $6,421 in 1389.

WNestern's 1990 handle foy Buffalo Raceway was S§2I1.1

million, an Increase of $454,000 or 2,2% over 15839,

Simulcast locations, of which 38 were operational far
varying numbers of days during the year, accounted for $17.8
million or 84.6% of the total Buffalo Raceway sales, an
increase of $700,000 or 4.1% over 1989. The daily average
handle Ffor the simulcast locations was 356,025 per branch
compared to 35,573 in 1989.

Western's 1990 handle for Batavia Downs was S22
million, a decrease of $2.2 million or 9% 4s compared to
1989, Simulcast locations, of which 44 were operational for
varying numbers of days during the year, accounted for $18.,6
million ar 84%.5% of the total Batavia Downs sales, a
decrease of $500,000 or 2.6% as compared to 1989, The daily

average handle for the simulcast locations was 85,251 per

branch compared to $6,107 in 1989.

Yonkers Raceway conducted both afternoon and evening
programs during various periods inm 1990. Western OTB'S 1990
handle for Yonkers Raceway was S$7.6 million, an increase aof
$1.8 million or 30.2% over 1989. Simulcast ilocations, of
which 45 were operational for varying numbers of days during

the year, accounteéd for $6.9 million or YU./%Z of total
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Yonkers sales, an increase of $2 million or 40.8% over 1989,
The daily average Hhandle for the simulcast lgcations was

$2,131 as compared to §2,871 in 13839,

Western's 1990 handle for Monticello Racewdy was

§538,000. Simulcast locations, of which 45 were operational
for varying numbers of days duriag the year, accounted for
$408,000 or 75.8% of total Monticello Raceway sales. The
daily average handle for the simulcast locations was $1,700
in 19%0¢. VWestern did not sinmulcast Monticellp Iin 1389,
Western OTB also accepted wagers ogn varipus aut-gf-
state race tracks. The Racing taw authorizeéed o]
corpogrations t0 accept wagers on pgut-of-state thoroughbred
race tracks, when the non-protrit racing association (NYRA)
is wmot conducting racing. In ;addifianw the Board may
designate up to 15 thoroughbred and tive harness races run
outside an OTB region as races of special interest on which
G0TB may accept wagers. During 1930, WNestern OTB accepted
wagers on three out-of-state tracks on NKRA dark dayvs,
Total handle for these dark-day tracks was §2.7 million.
This compares to ten out-of-state ftracks with a total handle
of 84,2 million in 198%, a decrease of 81.5 million or
35.,7%., VWagering was also conducted on 15 thoroughbred races
‘of special interest and one harness race of special
interest. The series of races known as the Breeders' (rawn
{harness) was designated by law as one race of special
interest. Western OTB's handle tgtaled $2.1 million for the

16 special events, a decrease of 3200,000 or 8./7% from 19835,
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All out-of-state wageriﬂg amounted to §4.8 million for
Western OTB, a decrease of 81.7 million or 26.1% from 1989.
(Néte: the Breeder's Gup was run in New York in 1890.}

Western paid NYRA $2.2 million in statutery payments,
based on simulcast handle and Si.1 miliion in simulcast
contractual payments. The contract with the New York Racing
Association for simulcasting expired June 30, 1990 and was
extended until a new agreement was signed on December 13,
1990, effective July 14, 1990 through July 13, 1391, Thig
agreement calls for Western to pay NYRA 1.25% of the daily
net handle generated by all wagers at all simulcast
braanches, NYRA will pay for the uplihk, Should the
relevant statutes be _amended during the ‘term of the
agreement, te Iincrease or decrease Statutory payments,
then either NYRA or Western may elect to renegotiate the
terms of the contract,

Fingeér FLakes was paid 32,3 million in statutory
payments, based on simulcast handle anda &4/7,000 as a
simulcast contractual payment, On April 12, 1989, WNestern
signed & new agreement with Finger Lakes which runs through
December 31, 1991. Under the terms of this agreement,
Western will pay Finger Lakes an annual simulcast commission
of 3500,000 or an amount equal to 12 af the simulcast
handle, whichever shall be greater for each of the years
1989, 1990 and 1991. The payment i$ predicatéd on a standard
racing schedule comparable to the 1988 racing schedule of

170-172 days. Finger Lakes resurfaced its track 1in the
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spring of 19%0 thereby reducing its racing days by eight.
The commission was prorated by the days lost. Finger Lakes
will pay for the uplink. Should the relevant statutes be
aménded 4dfter June 1990, o such an eXtent that it would
affect the calculation of payment of the Ssimulcast
commission, the agreement provides that it will be similarly
amended.,

Buffale Raceway was paid $903,000 in statutory
pavments, based on simulcast frandlie and $357,000 in
simulcast c¢ontractual paymeénts, On July 14, 1989, FWestern
and Buffalo Raceway entéred inte a contract Ff6r the years
1989, 1990 and 1991, Under the <terms of the agreéement,
Western will pay Buffalo Raceway 2% of the net simulcast
handle. Payments will not be less than 1.5% of the total
net handle wagered in Western branches, except that Sunday
evening handle which is not simulcast to Vesfgrn shall not
be subject to the agreement, Far any meet in which the
payment does not equal or exceed 1.5% of total npet handle,
Western agrees that an additional payment will be made to
Buffalo Raceway to bring total payment to :an amount equal ta
1.5% of total net handle for the year. Buffald Raceway will
pay for the uplink. During the three year term of the
agreement, should relevant statutes  he amended &dfter June
1990, to such an extent that it would affect the calculation
of payment of the simulcast commission, the agreement

provides that it will be similarly amended.
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Batavia Downs was paid $943,000 in statutory payments,
based on simulcast handle and §299,000 in simulcast
contractual payments. Western's simulcéast <contract with
Batavia expired November 30, 19%0. Westeirn and Batavia
Downs sigpned a new contract ©6n February 26, 1391, Under
terms of the contract, Wesitern .agrees tog pay Batdvia Downs
1.5% of simulcast handle for all simulcast races with a
first race post after 5:30 p.m.,, and 1,754 of simulcast
handle for all matinee programs per day, Simulcast handle
shall be defined as the total wagers made -that day on
Batavia Downs' —races at Western's branches .simgicasting
Batavia and placed one half hour prior te the rirst race
through last race.

Yonkers was paid $148,000 in statutory payments, based
on simulcast handle and §35,000 in sinulcast contractual
payments. Western's simulcast copntract with Yonkers is
open-ended. Western can accept Yonkers simulcasts anytime
it would npot interfere with racing at a regional harness
track. Under the terms of the cantract, Western -pays
Yonkers 0.5% of net wagers generated at simulcast branches
on the first $100,000 and 1% on anything over $100,000.

Monticello Raceway was paid $11,000 in statutory
payments based onrn simulcast handle and no simulcast
contractual payments.,  There 1S no written contract with
Monticello Raceway, Monticello pays for the uplink.

Wagering at Western OTB has produced signifiéant

payments both t¢ in-region and out-of-region municipalities.
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Surcharge generated by wagering on NYRA was $4 million;
Finger Lakes, 81,7 million; Batavia, $308,000; Buffalo,
5874,000; Yonkers, $318,000 and Monticello, $21,500.

During 1990, Batavia Downs and Buffals Raceway began
track to track simulcasting of their respective meets.
Western conducted a study which indicated that branches near
the intertrack sites were adversely impacted. However, the
study also revealed that the sending tracks, primarily
Batavia Downs, were hurt by the loss of customeérs who would
normally travel te the track but are now going to the
intertrack sites.

A 1985 .amendment to Sectien 532 of the Racing Law
provided that, where a track located 1Inm a thoroughbred
special betting distriect simulcasts outside such special
betting district, the 50% share of surcharge allocated to
the county in which such track is located shall be allocated
90% to the OTB operator and 10% to the county.

The meaning of this statute, which has producéd
$361,000 in revenue for Western in 1930, waé disputed by
Ontario County (where Finger Lakes Race Track is located) in
an appeal to the Board. Ontario Coeunty contended that the
amount the corporation retained should only pertain to
simulcast branches. In February 1989, the Board reaffirmed
its prior interpretation of the law which provided for the
applicafion of the law on a corporate-wide basis,

Ontario County challenged the Board's determination in

this matter. Both the Supreme Court of the State of New
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fork, County of Schenectady, and the Appellate Division,
Third Department unequivocally affirmed the determination of
the Bpard in this matter.

For the simulcast signal from Yonkers Raceway, Western
OTB paid a total of $128,000 to a simulcast vendor. The
cast of the signals from Finger Lakes Race Track, NYRA,
Batavia PDowns, Buffalp and-HanticélIa.RéC&ways was included
in the corntractual payments nmade to the tracks by Western
0T8.

The State has granted all Its hdrness tracks and
Finger Lakes Race Track a tax credit (against the State's
pari-mutuel  tax on  handle), as an incentive  for
simulcasting to OTB branches. Yonkers Raceway earns a [.5%
tax credit on simulcast handle, while the remaining harness
tracks and Finger Lakes Race Track earn a (2 credit on
simulcast handleg The State Department of Taxation and
Finance initially reports that tor calendar year 1990,
Batavia Dﬁwns received 3151,000; Buffalo Raceway received
$167,000; and Finger Lakeé Race Track received $205,000 1in
simulcast tax credits, Therefore, on a simulcast handle of
$71.3 million, the various race tracks received a total tax
credit of §$523,000 for simulcasts to Western OTB branches,

Western has continued to expand the installation of
vending machines into its branches, The machines dispense
hot and cold beverages, candy, snacks and pastries. These
amenities, which are allowed only in simulcast branches,

have now been installed in & total of 31 branches, an
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increase of two agver 1989, The total sales ftrom the

vending machines In 1990 were §1314,000, an increase of

840,000 pr 13.4%F over 1983, This generated commissions of
356,@00 for Western, an Inérease of §6,000 or 122 over 198%,
Since the vending company assumes all installation éxpenses,
there 1is no cost tg Western for the operationj of the
machines, VWestern eventually hopes to have vending mdchines
in all simulcast branches where feasible, In addition,
Western earned S§316,000 in lottery commissions.

During 1990, Western continued its policy of acquiring
branches through a- cdmbination of purchasing existing
facilities or constructing new facilities on its own land.
Western belieéves that ownership, vrather than leasing,
results in lower operating costs and a greater degree of
stability in branch Eperacions¢

In 1990, Westernm purchased four additional buildings
Iocated at: Pine Avenue, Niagara Falls; Mohawk Street,
Bﬁffalo; State Street, Rochester; and Woodlawn, Erie County.
Western Had leased the branch at the Woodlawn lgcation at
the time of purchase. The branch has recently been
rencvated to Include restroohs and & SmOK1InNgE area. rians
are underway to renovate the three¢ other branches intao
modern facilities in 1991,

Nestern had used the sale of bond anticipation notes
from 1987 through 1389 +to financé construction, As af
December 31, 1390 total corporate debt from the bonds and

notes totaled $2,;134,000.
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A new financing vehicle became available to Western in

1989, The New York State Legislature enacted legisldation

which allows all off-track betting corporations to establish
a Capital Acquisiticon Fupnd teo finance the -acgquisition,
constructianiand.equipping of facilities ol the corporation.
No contribution shall excéeed the lesser of 1% of the

corporation’'s quarterly net  hdndle or 0% of  the

corporation’'s quarterly net revenues, exclusive of
surcharge, The balance of the fund shall not exceed the

lesser of 1% of total pari-mutuel wagering pools for the
previocus 2 months or the undepreciated wvalue of the
corporation's offices, facilities and premises. During
1990, Wéstern contributed a total of $1,750,000 to the Fund
and earned an additional $36,500 in interest as a direct
réesult of this legislation.

On July 2, 1990, the State Legislature mandated the
impesition of a 1% supplemental surcharge on wagering pools
of multiple, exotic and super-exotic wagers and provided
that sums derived from the supplemental surcharge be
distributed to the C(apital Acquisition Fund, In 19590,
Western earnmed §515,000 from the supplemental surcharge and
an additional 83,100 in interest, for a total of 3518,100.

Western has accrued a total of S$2.3 million from both
soureaes in 13990, Since inception, Western has accrued a
total of $3 million in the fund and expended §1.6 million

leaving S1.4 million in the fund at year's end.
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Under current legislation, Western will not pursue
acquisition of a simulcast theater. However, they leave the

possibility open if Favorable legiglation is passed.

Western Is pursuing the establishment of enhanced

‘telebranches, Gurrently, an enhanced telebrarnch Is uander
development in Newark, Western tentativeély plans (o open
andther in Rochester by the end of 1991.

on _Jénuary 1., 1990, Board Rule 5204.I6 went into
efféct. The rule requires every off-track betting facility
to provide its patrons with restrooms unless gogod calse,
satisfactory to tHe Board, <can be shown.

Western currently Hhas restraoms 1In 3% of its 47
branches and plans to have restrooms In an additional six
facilities by the end of 1991. VWestern has asked the Board
for a waiver of the rulé for its remaining branches without
restrogms, c¢iting a lack of space and impending lease
expirations. Western's request 1is under review by the
Board's staff.

No majar criminmal activity was reported 1in Westérn
branches during 1930. There were {1 minor Incidents,
involving mostly break-ins and assaults. No meney was ‘taken
and all injuries were minor.

on November 15, 13390, the Board approved the
applicatign for Western's Internal Auditor to be a Special
Policeman and serve as Chief Security Officer. Western
hopes to achieve an enhanced rapport with local police

agencies and a higher degree of security im Iits branches,
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In  conjunction with this appointment, NWNestern has
revived an earlief plan to install an upgraded security
system In 1its bBranches. Several systems are under
consideration.

During 1930, several changes 1in corporate officeéers
gecurred with +the vretirement of Western President John
Feeney.. Martin €. Basinait was appointed President .and
Richard F., Mackey was appointed Executive Vice President,
Mr. Basinait Hhad previously served as Executive Vice
President. The position of Administrative Vice President
was eliminated with the pronmotion of Mr. Mackey,

In 1380, Western saw the apgoinfmenr opf several new
directors to the Board. Gregory L. Davis was appointed
Director by Erie County; Philip . Smith wds .appointed
Director by Schuyler (County; and Leonard (. Gademsky was

appointed Director by Niagara County.
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CAPITAL DISTRICT KEGIUNAL UFF=-YRAUK BETUING CORPORATION

Capital District Regibnal fohTrack-Betting Corporation
is located in the northeasterp portion of New York State.
The ;major cities located within Capital OTB are aAlbany,
Schenectady,; Troy and Utica. The region is comprlsed of 20
counties; 15 of these counties as well as the City of
Schenectady participate in off-track betting. Capital OTB
started 1990 with 54 branches and one sipulcast theater. In
June 1990, the state's first special demonstration project,
a simulcast theater, opened at the Friar Tuck Inn (Greene
County)}, Capital OTB closed one branch, consolidated two
pthers into an enhanced telebranch and ended 1990 with 52
branmches and two simulcast theaters <f(one a special
demonstration project).

Capital OTB conducted 280 simulcast operations. This
‘was accomplished with 45 branches and two simulcast theaters
as compared to 44 branches and one simulcast theater 1in
128g. Forty-four branches and two simulcast theaters
displayed races from the New York Racing Association (NYRA),
Finger Lakes Race Track, Batavia Downs, Yonkers and
Hdnticellg Raceways. Four branches and the Albany simulcast
theater displayed races from Saratoga Raceway. Forty-three
branches and two simulcast theaters displaved races from
Biiffalo Raceway. There was a statewide cessation of
simulecasting on July I, due tg the expiration of the five
yvear experiment. Permaient authorization for in-state

Simuicasting was enacted ipto law ogn July 2, 1990, Capital
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-OTB was glven specidl permission to open 1its Albany

simulcast theater to accommodate previgusly arranged
parties, with no wagering allowed.,
Within its region, Capital OTB contains one thoroughbred

track, Saratoga Race Track, a NYRA track, which .operated

‘only during the wmonth of August. It also contains two

‘harness tracks, Saratoga Raceway and Vernon Downs.

In 1990, Capital OTB continhued to operate New York
State's first simulcast theater. This Simulcast theater
displayed races from NYRA, Finger Lakes, Batavia, Saratoga,

Buffalo, Monticello dnd Yonkers, In this simulcast theater,

a bettor is able td view track odds, bet by number instead

of by letter, and receive track prices, free of the (TB
surcharge on  $imulcast races. This theater accammodates‘
930 customers, has all the amenities of a race track and
serves food and alcoholic beverages.

In June 1950, Capital QTB opened a simulcast theatéer in
Greene County at the Friar Tuck Inn, This sSpecial
demonstration project was authorized by 1985 legislation as
amended in 1986, This facility 1Is operated 1in the same
manner as the other simulcast theateirs in the State., Races
from NYRA, Finger Lakes, Batavia, Buftalo, Monticello and
Yonkers were displayed at the special demonstration praoject.
The facility accommodates 150 customers and has all the
amenities of a race track.

In 1930, Capital OTB ‘handled $189.7 million on

thoroughbred races and $45> million on harness races for a



total handle of $234.8 million, an increase ot $6./ million
or 2.9% aver 1989. <(Capital QTB ranks second in the State in
terms: of total betting handle with 12.2% of the statewide
#tandle. Based on its total $234,8 million handle for 1330
(as compared to 5228,1 million in 1989), Capital generated

the following:

1598 19589
Statutory Piayments:
N.Y. Srate 8 3,5041138 s 1,353,932
Breeders ' Fund 1,400,307 1,360,539
Tracks (Incl. contractual) 13,698,924 11,333,305
Taotal OGperating Expenses 28,240,421 27,389,180
FPercentage of handle 12.03% 12¢%
Net Earnings to Own Localities 326, /18 782,941
Percentage of Handle .22 0.3%
Surcharge: _ _ o
To Own Lacalities _ 4 533,876 4,531,089
To Localities Qutside Regian 3,602,137 3,483,457

0f Capital OTB's 1950 total handle, S$188.6 nmillion or

80,3% was wagered on simulcast races, Capital OTB

distributed $8.1 million in surcharge revenue 'to various
counties, pursuaipt tip Section 532 ef the Racing Law. Total
revenue from 4dll concession operations at Capital 0OTB in

1380 was §415,000, of which $76,000 résulted from the

simulcast theaters, Capital also received $681,000 in

lottery commissions during 199%0.

Capital OTB's 1990 handle for NYRA was $156.2 million,
an increase of $7.9 million or 5.4% over 1%89. Simulcast
locations accounted for 8133.9 million or &85.7% of the
total NYRA sales, an increase of $10.7 mnillion or 8.7% over

1989, The daily average handle Ffor these simiulcast
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locations was §9,725 per branch 4ds compared to $9,673 in
1389, Approximately S§1 million of-.this increase may be
attributed to t#e Ffact that the Breeders' Cup was held at
Belmont Park, which transferred the handle from special
events tao NYRA.

Capital OTB distributed $5.7 million in surcharge
revenue from winning NYRA wagers., Statutory payments,
based on similcast handle, ta NYRA in 1990 were $3.6
million., Simulcast contractual payments in 1990 totaled S§i

mitlion. Capital (TB's new five year contract calls Ffor

Capital to pay NYRA 2.75% of NYRA daily net handle at

simulcast branches for the period of January 1, 1390 through
December JI, 1392, From Januvary I, 1993 to December 31,
1995, the percentage will increase to 2.85%. Capital OTB
pays 6.5% of NYRA daily net handle at the simulcast theater
through the end of the contract (December 31, 1955).
Capital pays NYRA $35,000 a year for the rights to broadcast
the live call aver commercial radio,

It should be noted that, of Capital OTB's 8156.2 million
NYRA handle, $19.8 million was wagered during Sardatoga Race
Track's August meet. This was an intrease of $326,000 or
1.7Z ogver 19839. Simulcasting within the region dccounted
for §16.9  gmillion, or .85.,5% ©f the total ‘Saratoga
thoroughbred wagers. The daily avérage handle for Capital
OTB  branches simulcasting Saratoga Race Track was S16,059

per branch as compared to §15,655 in 1989.
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Capital 0OTB's 1930 handle far-Saratoga Raceway was §14.1

million, a decrease of §2 miilion dr 12.2% as compared to

1989, Simulcast Jlocations accounted for $§8.7 million or
61,58 of the total Saratoga sales, a decrease of 81.5
million or 14,7% as compared to '1383. The daily average

handle for these simulcast locations was 510;608 per branch
as compared to §I10,346 Iin 1983.

Capital OTB distributed $5481,000 in surcharge revenue
from winning Saratoga Raceway wagers. Statutary payments,
based on simulcast handle, to Saratoga Raceway in 1390 were
$420,000. Simulcast contractuwal payments totaled 5143,000
in 1990, Capital OTB is making these payments under an
agreement with . Saratoga; which has nat béen reduced to
writing. The proposed agreement expires 1in 1334,

Capital ©OTB's 1920 handle for Finger Lakes was 327.12
miliion, a décrease of $31,0800 or g.1% as compared to [195885.
Simulcast locations accounted for 8§24.,3 million or 83% of

the total Finger Lakes sales, an increase of 5637,000 or

2.7% over 19839, The daily average handle for these

simulcast. locations was 83,416 per branch as compared to
$3,380 in 1989,

Capital OTB distributed 351.1 million in surcharge

revenue from winning Finger Lakes wagers. OFf this, 8478,000

was Iincluded in Cagital 0TB's regular earnings under the
Board's interpretation of Section 532(3)(b)(v) of tHe Racing
Law, Statutory paymernts, based on simulcast handle, to

Finger Lakes In 1990 were S5845%,000. Simulcast dontractual

-106-




payments totaled $300,000 in 1990 under an anaual commission
agreement with Finger Lakes.

Capital OTB's 1990 handle for Yenkers Raceway was $530.1
million, an incredse of 8§1.5 million or 8.1% over 1989@‘
Simulcast locations accounted for S17.4 million or 86.4% of
the total Yonkers salés, an increase of §1.8 million or
1T.7% over 1989, The ipcrease in handle may be attributed
to the fact that Capital simulcasts Yonkers dnto certain
branches within Saratoga RacewaV's regilon when thHat track
was racing. Friar Tuck Inn and New [Lebanon, as well as sdme
distant branches, were allowed to Simulcast other harness
tracks when Saratoga Raceway was racing becaise o; the
Inability to microwave simulcasts of Saratoga te these
branches. The daily average handle ror these simulcast
locations was §3,657 per branch as compared tg $§4,008 in
19383.

Capital OTB distributed 5698,000 in surcharge revenue
from winning Yonkeré wagers. Statutory payments, based on
simulcast handle, to Yonkers in 1990 were 5375,000.
Simulcast contractual payments totaled $79,000 in 1990. The
contractual payment is 0.53 0of the ‘total dazly Yonkers
handle which exceed §83,000 for each race day. Capital OTB
also pays Yonkers an annual fee of 850,000. While there is
ro written contract, 'Capital O0TB.  does have a verbal
agreement with Yonkérs.

Capital OTB's 1990 haadle for Batavia Dowhs was 52,2

million, an Iincrease of §350,000 or 18.8% as campared to
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1389, Simulcast locations accounted for $81.8 million or
81.9% of the total Batavia sales, an increase of $380,000 or
26.5% as compared to 1989. ‘The daily average handle for
these simulcast locations was $1;558 per brainch &as compared
to 54,859 in 1389. This decrease 1in daily average handle
nay be attributed to anm Iincrease in the number of simulcast
dates,

Capital QTB distributed $87,000 in surcharge revenue
From winning Batavia sales. Statutary pravments, based an
simulcast handle, to Batavia iIn 1990 we e Sa49,000.
Simuleast contractual payments totaled S12,000 in 13990,
Capital OTB paid Batavia S$SJ300 pér race date when bbth of its
regional tracks were dark and 5158 per race date when dné
regional track was dark. There was no simulcasting when
both regional tracks were conducting racing.

Capital OTB's 1899Q handle for Buffalo Raceway was 52,1

million, an iIncrease .of $53,000 or 2.6% over 1989,

Simulcast locations accounted for $1.8 million or 85.7% of

the total Buffalo sales, an increase of §226,000 or 14.3%
over 1989, The daily average handle for these simulcdst
locations was 52,257 per branch as compargd to 32,052 in
1983,

Capital OTB distributed 883,000 in suréharge revenue
from winning Buffdlo wagers. Statutcry payments, based on
simulcast handle, tao Buffalo in 1930 ware $43,000.
Simulcast contractual payments totaled §17,000 1in 1990,

Capital OTB paid Buffalo Raceway 8300 per race dateé when
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both of its regional .tracks were dark and $150 per race date
wﬁen one regionai track was dark. There was no simﬁlcasting
when both régional tracks were ¢anducting rdcing.

Capital OTB's combined 1990 handle tor Batdvia Downs and
Bufrfalo Raceway was $4.3 million, an increase of :$403,000 or
10.3% oaver 1989, Simulca;t locations accounted for $3.6
million or 82.8% of the $4.3 million in total Batavia and
Buffalo sales, an iIncrease of 35566,000 or I8%.3% over 1933,
The daily average handle for these simulcast locations was
$1,840 per branch as compared to $2,009 in 1939.

Capital OTB's 1990 handle for Monticello Raceway was
§1.6 million, an increase of $1.2 million or 260% dver 1939,
Simulcast locations accoitnted for 3748,000 or 46.1% of the
total Mdnticelld sales, an increase of $7483,000 or 100% aver
1389 (Capital did not simulcast Monticello in 1989). The
daily average ‘handle for these simulcast locations was
82,383 per branch.

Capital OTB distributed $61,000 in surcharge revenue
from winning Monticello wagers. Statutory payments, based
on simulcast handle, to Monticello in 1990 were 3$20,000.
Capital OTB agreed to pay Monticello S250 per race date FOF
the right to simulcast. There were no simulcast contractual
payments made to date.
| In return for consent from Vernon Downs to simulcast
races from harness tracks outside the special betting
&istfict to OTB branches within the district (when Vernon

was racing), Capital agreed to guarantee a minimum payment
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of §75,000 over the prigr year's statutory commissionss
This payment was generated through additional regional track
commissions on the out-of-district harneéess races permitted
to be sipulcast under this agreement.

Capital OTB paid the simulcast vendor a 510,500 to
511,500 per month fee for satellite transmission time for
various race tracks. This resulted In Capital paying the
vendor $149,000 in 1990.

GCapital OTB alseo dcctcepted wagers on wvariocis gut—-of-

state. frace tracks. The Racing Law authorized 0OTB

corporations to accept wagers on ocut-gf-state thoroughbred

race tracks, when the non-prorit racinmg assocration (NYRA)
is .not copducting racing. In addition, the Board may

designate up to 15 thoroughbred and Five harness races run

outside of an OTB region as races of speeial Jinterest on

which OTB may accept wdgers. During 1950, Capical accepted

wagers on .eight out-of-state tracks on NYRA dark davs.
Total handle for these dark day tracks was $4 millieon, a
decrease of 52 million or 33.2%Z as compared to 13283, 4
significant portion of this should be attributed to the lack
of Rockingham Park wigers. Rockingham changed its dates
when Suffolk Downs closed and was dark on Tuesdays (the
traditional NYRA dark day). Wageripng was also conducted on
15 thoroughbred races or special 1nterest and three harness
races of special interest. The series of races known as the
Breeders® Crown (harness) was designated by law, as one race

of special jinterest. Capital'’s handle on the thoroughbred
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races of special interés: was $2,3 million, a decrease of
$406,000 or 15.2% as compared to [98%, This decrease may be
attributed te the Breeders' Cup being held at Belmont Park,
which transferred the "handle ($852,000 z1n 1489) from
special events to NYRA. Capital’'s handle on ‘harpess races
of spécial interest was 862,000, a décrease of 536,000 or
J6.7% as tompared to I188%9. Theré is no apparent explanacion
for this decline, even though Capital toock an additienal
harness special event, Capital 0TB's handle totaled $2.3
million for the 18 special events, a decrease of $447,000 or
16% as compared to 1989. All ovut-of-state wagers amounted
to 36.4 million, a decrease of §2.4 million or 27.8% as
compared to 1989 (for reasons previously explainmed).

Capital OTB on certain occasions (NYRA dark days and
cancellations) has shown delayed broadcasts of out-of-state
races. Thesa delayEd broadcasts were alflowed in an attenmpt
to increase Interest in racing and permitted with certain
restrictions, The replay was not shown untii{ atter the race
was official and all OTB payouts were posted. During the
replay the screen has to be clearly labeled '"DELAYED
REPLAY". These restrictions were impgsed to insure the
integrity of thei pari-mutuel system and to protect the
interest of the racing fans.

In 1990, Capital O0OTB's handlé for telephone accounts
was $17.6 million an increase of 5524,000 or 3.1% over 1989.
Non-surcharge accounts, an account with a minimum balance of

$500 at all times, had a total handle of SI,3 million foOr
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the 46 accounts or a per account average of 828,995,
Regular accounts, of which there were 12,314 active in 1930,
handled $16,2 million, or a per account average of §1,319
for 19890,

The State has granted 1its harness tracks and Firnger
Lakes Race Track a tax credit (against the State's pari-
mutuel tax on handle), as an Incentive for simulcasting to
OTB branchés, Yonkers Raceway earns a [.»>% tax credit on
simulcast handle, while the remaining harness tracks -and
Finger Lakes Race Track earn 1% credit on simulcast handle,
The State Department of Taxation an& Finance dInitially
reports that for calendar vear 1930, Yonkers Radeway
received $206,000; Saratoga Raceway received S69;000;
Batdvia Downs received $1,800; Monticello Raceway received
$3,700 and Finger Lakes Race Track received §96,000 in
simulcast tax credits. Thereforé, on a sipulcast handle of
742 million, the vdrious race tracks received a total tax
eredit of $368,000 for simulcasts to Capital OTB branches..

A 1985 amendment to Section 532 o0f the Racing Law
provided that where a track located in a thoroughbred
special @etting district simulcasts outside such special
betting district, the 50% share of surcharge allocdted to
the county in which such track is located shall be allocated
30% to the OTB operator (as_regular:earnings) and I0% to the
county.

The . meaning of this statute, which has produced

$478,000 in revenue for Capital in 1990, was disputed by
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Ontario County {(where Finger Lakes Race Track is locateéd) in
an appeal to the Board. Ontario Cocunty contended that the

amount the corporation retained should only pertain to

simulcast branches, In Feébruary 1989, the Board reaffirmed

its prior interpretation of the law which p;ovided:ﬁor the
application of the law on a corporate-wide basis,

Ontarioc County challenged the Board's determination 1in
this matter. Both the Supreme Court of the Statée of New
York, County of Schenectady and the Appellate Division,
Third Department unequivocally affiried the deteérmination of
the Board in this matter.

At the epd of 1330, Capital OTB was operating l4
telebranches, These telebranches offeréd either deli food
ar veading machine. Three facilities operate with deli
food ser ice; two ofF them, Woodlawn (Schenectady) and
DéImar{ dre uniy e, The concessionaires that operate 1in
fheseﬁ.facilities are dctually sep rate bDuUusInesses, The
design of these facilities -allows ‘the branch .or fhe
concessionaire to close while the other part remains open.
The daily average  handles were $22,207 and §7,932
respectively, Capital receives no Income tiom these:
concessions.

The vremaining Facility, WNew Lebanon, 1is the ‘most

successful, In 1930, this facility had a daily average

handle of $29,452 as compared to $30,159 in 1989, a decrease

of 2,3%Z. The pre-conversion (1987) daily average handle for

this branmch was §17,190. The 13590 daily average handle
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($29,452) represents a4 71.3% increase over the pre-

conversion year. In comparison, branches, which have been
in operation sipce 1987, have experienced a 9.2% ipcrease in
handle, Concession sales ror [Y990 averagea $Z5/ a day.

Capital received 812,000 from this service.

Im 1987, CGapital OTB had vendors instali soda, snack

and coffee machines in certain. simulcast locations. At the
end of 1990, Capital offered vending machine service at 11
facilitiesr 80 Central Avenue (dlbany}, North Pearl Street
{Albany), Latham, Guilderland, Cohoes, Menands, Johnstown,
Herkimer, Black River Blvd., (Rome}, Columbia/Washington
{Utica), and Lansingburgh {(Troy). Concession sales for 1790
were §43,000, which produced $3,200 in revenue for Capital
OTH. The two Albany Facilities, Central Avenue and North

Pear]l Street, originally had deli food service but were

changed to vending machine service due to lack of customer

demand,
Financing for these and other projects has been tHrough

commercial loans. I'm Janpvary 1990, Capital entered into an

agreeiment with Norstar Bank te iIncrease its leasehold

improvements loan to the original amount of $7.5 wmillion, an
increase of §l.1 million in 1390, The additiondal monies
were used for leasehold improvements during 1%90. This loan

has a principal payment schedule which requires that the
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Ioan be paid in full by 1336, At the end of 19538, Capital

OTB had five outstandimg obligations:

LOAN OUTSTANDING
BANK AMOUNT BALANCE _ PURPUSE

NoiFstar Bank S7,500,000 §7,125,000 Leasehold improvements

290,000 239,250 Expand teletheater
parking lot
590,000 40%,783 Mortgage (Imperial
Racing Center)
M&T Bank 342,3564 114,119% Restaurant and
television egquipment
Adirondack 38,106% 33,660* Restdurant eguipment
Leasing

(*Includés principal and interest)

The rate of interest for all of 'the Nerstar Bank loans iIs

75% of the prime rate adjusted quarterly, There is a 12%
maximum and a 6% minimum ratée of interest. The interest
rate as of December 31, 1990 was 7.5%. The outstanding

commitments to M&T Bank are conditionmal sales contracts with
interest rates that vary from 8.75% to 10.35%, The interest
rate on the Adirondack Leasing loan is 11%.

With the revised simulcast autfidrization c¢ame a new
financing vehicle for the OTB C(lorporations. The surcharge
on winning multiple, exotic -‘and super-exotie wagers was
increased by 1% to 6%2. With the additional 1% OTB
coarporations could establish a Capital Acquisition Fund to
receive the additional surcharge. If no fund was created
the additional 1% would be treated as regulari-Sﬁrcharge.

With the Fund the corporations could make new capital
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acquisitions or pay off its existing lIoans. Capital OTB has
established such a fund and contributed 8509,000 during
1930, All monies contributed have been expensed to cover
existing loans.

In December 198%, Capital rented EO'machines from Video

Lottery Consultants (VLE) of Montana for §12 a day. During

330, Capital dinstailed these VLC wmachines (which are

similar to SAM's used by NYRA) throughout 1Its branches.

Starting with its busier brancheés Capital Installed up to
five VEC's pér branch. fhe VLC's Had a total handle of
§11.6 mirlien in 1990. In early 1991, Capital entered intg
an agreement with Control Data Gorporation to supply an
additional 60 VLL machines, With these machines Capital
plans to Install at least one VEC in weach branch.

In 1990, two new members were appointed to the Capital
0TB Bdard. William Foster was named Director by the
Columbia County  Board of Supervisors and Donald F., &Smith
Was.appointéd Directar by the St. Lawrence County Board of
Supervisors., Mr., Smith was not approved by the Racing and

Wagering Board because thé Attorney General advised that it

was a conflict for an elected county legislater to serve as

a directer of an OTB C{orporation, After an amendment to
this law (Chapter 710 of the Laws of 1990}, Capital
reapplied and the Racing and Wagering Board approved Mr.
Smith as a director..

In January 1990, the Board enacted Rule 5204.16. This

rule requires that all branches shall have restrooms unless
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good cause can be shown td theé Board. Capital OTB has
restrooms. in 29 branches. Capital OTB #has 25 branches
without restrooms and has made little effort to install
them. Capital ‘has filed an application seeking a waiver of
the rule for.thése facilities, which 1is currently wpending
before the Board.

I'm January 1930, the Plattsburgh branch of Capital OTB
was robbed. After the telephone and electric linés to the
back Hhalf of the building were cut, thus disabling the
&iarmj perpetrator{s} broke into an adjacent busihness, They
proceéeded to zain entry to the OTB branch and removed a 5o
pound sale. They cut open the safe and removed
aypra&imately 520,000. ‘No arrests have been pade in this
caseé, Capital has recovered all maonies through insurance,

On February 25, 1990, an employee of the simulcast
theater robbed the facility of 829,500, The employee
removed hundred dollar bills from their bundles and replaced
them with single dollar bjlls. The theft was discovered the
following day. He was arrested in Nevada, extradited and
subsequently pleaded guilty toe Grand Larceny in the third
degree, a Class D felony. In a plea bargain agreéeement, the
defendant was sentenced to six months in the county jail and
five years on probation. The judge alsg ordered that he be
evaluated for alcohol, drugs or gambling abuse, and if need
be, get involved in a treatment program, The judge did not
grder restitution. All monies have been recovered through

insurance.
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In early March 1991, the Albany Times Union newspaper

ran a series of articles on Capital OTB. The articles

guestion certain biisihess practices or tdp1irtai, partlcularly

its travel and dutomobile expensés. The articles focused on
Capital's eéxpenses . and the amount returned to its
participating counties: The séries highlightéd the need to
enaet the ©Boards legislafive proposals to enhance the
integrity and accountability of 0TB (see recommendation #2)}.

ENHANCED TELEBRANCHES - 1990 UPDATE

Capital OTB uperates 1! enhanced télébranthes in ten

different counties., The telebranch section of rthe Teleplex

Racing Center will be discussed later. The Imperial Racing
Center, Ilocated Iin Schedectady, was purchased, rEﬂGVJtEd
and eguipped for approximately $1.2 million in 1886,
Withia this facility, patron services have béen allocated in
a manner which distinctly complement each area. For
example, the ground floor offers onty wagering and
comfortable simulcast viewing areas. One side aof the second
floor offers table service; the other side provides deli

food service and a bar area. The third floor offérs an

additional table service area and -alsg provides for

administrative office space. The Imperial Racing Center had
a daily average handle of $§25,870. Concession sales
averaged $602 a day in 1990. Capital received S$12,000 from
this concéssion. Early in 1990, Capital O0TB replaced the

concessicgnaire at this Ffacility. The new cagncessionaire
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will operate in more than -ane branch, a strategy Capital has
started to employ to Insure long-term relationships,

In Charlestown, Herkimer County, Capital OTB aperates
the Charlestown Racing Center which incerporates a
restatirant and simulcast betting area. Purchase price of
the restaurant portion was $4J3,000 and rengvation coSts
tataled $S11,000. In this facility, customer services
include table service, a bar and a comfortable simuledst

viewing area. In 1990, Charlestown had a daily average

Jhandle 6f $10,730. Concession sales averaged §165 a day

in 1990. Capital reéceived 35,600 from this doncessionaire,

In Troy, Rensselaer County, (dpital OTB operates the
Troy Atrium Racing Center. The Racing (Center was opened 1in
April 1987, with renovation <osts oI $861,0U0U, This
faeility offers deli food service as well as table service,
a bar, electronic sports information hoard and comfortable
simulcast viewing area, The daily average handle for 1890
was 820,243, Concession sales averaged S767 a day for a
total of $277,000 in 1990. Capital received $38,000 fronm
this concession.

Im Monmtgomery County, Capital 0TS opeérates the
dmsterdam Racing Center. This racility was opened in August
1987, as a telebranch and upgraded to an enhanced telebranch
In Decembe} 1389, ‘Repovation c@sts ror this racility were
$877,000. This facility offers deli food service, table
service, alcgholic beverages and a simulcast viewing area.

The daily average handle for 1930 was $17,526, Concession
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sales averaged $709 a day for a total of $252,000 in 1990,
Capital received $12,000 from the concessionpaire.

In Fulton County, Capital OTB opérates the Gloversville
Racing Center, This faciiity was opened in February 1988,
as a ‘telebranch and upgraded to .an enhanced telebranch in
November 1989, Renovation costs for this fFfdcility were
$528,000. This facility offers deli food service, table
service, alcoholic beverageés and a simulcast viewing area.
The daily average Handle for 1390 was 811,556, Concession
sales averaged $557 a day for a tatal ot S201,u0U0. apital
OTB received 88,400 from the concessions.

During 1990, Capital ¢TB upgraded five additional
telebranches to enhanced telebranches.

The Plaza E£ast Racing Center (Utical), was converted to
d telebranch 1In November 1987, and was upgraded to an
enhanced telebranch in June 1930. This racing center,
renavated at a cost of §530,000, offers deli food, alcoholic
beverages and a 5imulcast viewing area. The dalily average
handle inm 1390 for this facility was $16,715 as compared to
814,268 in 1386 (prior to convﬁrsian).- Concession sales
averaged §70 a day for a total of §25,500. Capital OTB
received $4,600 from this concession.

In April 1989, C(Capital OTSB apened the Glens Falls
Racing Center and in 1990 upgraded the facility to an
enhanced teélebranch, The cost to convert this existing
simu}cast facility was $§239,000. It offers deli food, table

service, with beer and wine and a simulcast viewing area.
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The daily average handle in 1350 was $20,115 as compared to
312,468 for January 1388 to March 19350 fpricr to
conversion), During 1990, concession sales averaged $416 a
day for a total of §114,000. Capital received 58,200 from
this concessionaire.

In April 1990, Capital OTB opened the Turnpike Racing
Center iIn East UGreenbush, which consglidated two nearby
facilities (one a telebranch, the ather a regular branch).
Renpvation costs for this frfacility were $194,000. The
Racing Center offers deli food servicde with beer sales and a
simulcast viéwing d4rea. The darly average handle for 1990
was SI11,431 sSince opening. The combined daily average
handle for the two facilities that this branch replaced was
$14,293 for January 1989 to March [990. (oncession sales
averaged 876 a day for a total of 520,000 for the nine
months of operation, Capital received 81,300 firam this
cancession,

In May 1990, C(Capital opened the Plattshurgh Ricing

Center with renovation costs of SJSI,OOOL This faeility

offers deli food service, alcoholic beveradges and a
sinulcast viewing area. The daily average handle since
conversion for this branch was $17,153 as compared ta $8,713
for January 1989 to April 1990 (priar to conversion).
Concession sales averaged $315 a day in 1990, resulting in
87,000 for Capital.

In May 1990, Capital also opened the Bridgeport Racing

Center with renovation costs of $210,000. This facility
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offers deli fogd service, alcoholic Bbeverages and a
simulcast viewing area, The daily average handle at this

branch was 834,435 since 1its conversion, as compared (o

$21,081 for  January 1989 . to March 19%0 (prior to

conversion). Concession Sales averaged S$5/1 a day tor a
total of §5138,000 inm 1990. Capital recéived S14,000 from
this concession.

TELEPLEX RACING CENTER - 1990 UPDATE

The Teleplex Rating Center is a single building and

contains two OTB facilities. One an énhanced telebranch;

the other, a sipulcast theater. This center houses the two

most successful components of Capital OTSH. The enhanced

telebranrh; seats 270 .pegple, offers fodd and alceholic

beverages and has no dress code. The telebranch does not

charge apn admission fee and winning wagers are subject to
the 5% OTB surcharge. Concessioh sales averaged $882 a day
for a total of $174,000 in 1990 (excluding the Sports Bar).
In August 1990, the enhanced telebranch expanded the
amenities it offered to 1Its custamers, THe branch was
expanded to Include & sports bar,. "The Scorebgard”, Capital
OTB spent $1.2 million on converting warehouse space into
the sports bar and improvements to the telebranch. This
unique facility offers a bar area, table seating with a
light menu, three betting windows, 65 televisions for
sporting events and a wide variety of sports-related games.
‘These games include five computer-simulated golf courses,

foosball tables (spoccery, poal tables, shutrtleboard,
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bowling, ejecrronic dart boards, basketball shoot-out,
football toss, -a batting cage and a pitching cage.

Capital is able to close and seécure the brancn Lagcility
while the sports bar remains open tiil approximately 2:00
a.m. This helped to produce $714,000 (daily average of
$4,926) in concession sales for 1390, Capital reteived
§215,000 from this concession (including commissions from
the telebranch).

The simulcast theater, charges $3 per person for
admission and winning wagers o# simulcast races are not
subject to the 5% OTB surcharge. All non-simulcast races
are subject to the 5% OTB surcharge. This entertainment
center ogffers foad, alcoholic beverages, electronic sports
Information boards, special Sporting events and assorted
patron amepnities. A dress code has been established.
During 1990, concession sales averaged 32,568 a day, tor a
total of $842,000. €apital réceived §53,000 from concession
sales at the theater,

The Teleplex Racing Center’'s handle for 1990 was §46.3
million, & daily average handleé of §127,782. The simulcast
theater's handle for 1990 was §32.7 million, a daily average
handle of $90,452, with per capita wagering af §246, The
telebranch's handle for 1990 was $13.6 million, a daily
average of $35,580. In 1990, 18.7% of Capital OTB's total
handle resulted from wagers placed at this unigue facility.
During this yvear Gapital OTH spent $s2Z,000 ogn capital

Improvements at the theater,
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Capital OTB has sought to attract new business through

various promotions, In 1990, Capitali UIB @ilspiayed numerpus

¢losed circuit boxing events, conducted  handicapping
seminars and offered reduced admissions. Fashion shows, as

well as charitable and political events, weére held at the

simulcast theater., Most successful of these is its Monday.

Night Football promotion. This promotion, in conjunction

with a local radic station, offered a prize to the person

who picked the winning team along with the closest guess to

‘the total score, It also offered a grand prize for thé most
weekly wins, Due to the success of this promotion, Capital
expanded It to otheér fdcilities and occasions. These
activities brought in potential bettors. .

The simulcast theater has generated additional revenue
for state and local governments, Capital OTB collected
$142,000 in admission fees (a decrease of 525,000) and paid
$5,600 in state adpission taxes. Tatal attepndance at the
simulcast theater was 132,841 of which 57,153 (412} were
paid, Pursuant to Section 1009(10) of the Racing Law,
Capital OTB paid the City of Albany $327,000 in 1990. This
payment is derived from an agreement with the City of Albany
to pay 1% of the simulcast theater haandle, in Iieu of any
other local tax.

SPECIAL DEMONSTRATION PROJECT

On June 29, 1990, CGCapital OTB opened a simulcast
theater in the Friar Tuck Inn (Greene County), Renovation

costs of $25,000 were relatively low since this facility was
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placed in an already existing hotel, The simulcast theater
has an admission chargé of $§3 per person and winming wagers
on simulcast races are not subject to the 5% OTB surcharge.
All non-simulcast races are subject te the 5% 0TB siurcharge.
At the present time, due <to teéchnical problems, surcharge
wagers are ‘not accepted. This ‘theater offérs food,
alcoholic beverages and a simulcast viewing area. The
handle for 199Q in this facility was $1.6 million, a daily
average of 858,859, with per capita wagering of S$2I9. Total
attendance at the project was 7,440 generating 522,320 1in
admission fees, and resulting in S§790 in State admission
taxes. Since the hotel had restawrant facilities, Capital
did not have tg establish them, Under the agreement between
Capital and Friar Tuck, the horel retains'any income Lrom

the restaurant’s operations,.

CATSKILL REGIONAL OFF-TRACK BETTING CORPORATION

Catskill Regional Off-Track Betting (orporation 1is
comprised of 13 counties located in the eastern and soiathérn
regions of the State. The elght participating counties are
Broome, Chemung, Chenango, Dutchesé, Orange, Rockland, Tioga
and Ulster. A ninth county, Putnam, sgught to join the
corporation in late 1990, but its participation Has been
delayed as a result of pending litigation. ThHere 4dre twao
race tracks operating within the boundary of Catskill 0TS,
Both are harness tracks and are located in non-participating

caunties. Monticello Racewdy 15 in Sullivan County while

-125-



Yonkers Raceway 1is in Westchester County, A third track,
Tiocga Park, in participating Tioga County was éncouraged by
the 1330 New York State Legislature to reopenm 1in 1991, The
track is planning to have a mixed meeting featuring
thoroughbred and gquarter horse races,

In 1990, Catskill OTB had 30 branches in operation, one
more than the previous year. Iﬁ total, &4 simulcast
operations were conducted but for just part of the year.

Catskill OTB's 1990 handlé was 5115.9 million, a
decrease of §19.2 million, or 14.2% Ffrom 1989. 0f that
total, $39.5 million was wagered on thoroughbred races and
526.4 million was wagered on farness races., The total
handle for Catskill 0OTB represénts 6% aof all the New York
of f~track betting handle in 1980, Catskill ranks sixth in
the State in terms of total betting handie. Based on its
total §115.9 million handle for 1990 (as compared to S135.1

million in 1989), Catskill generated the toltowing:

| 1.990 1989
Statutory Payments: '
N.Y. State $2,307,781 § 1,985,518
Breeders' Fund . 711,651 875,114
Tracks {(imcl. contractual) 6,643,221 7,197,096
Total Operating Expenses 11,847,813 11,778,220
Percentage of handle 10,2% 8.7%
Net Farnings to Own Localities 2,518,144 5,123,959
Percentage of Handle 2.2% J.8%
Surcharge: _ _ _ _ _
To Own Localities 2,562,058 2,951,331
To Localities Dutside Region 2,170,764 2,540, 886

O0f Catskill OTB's total betting handle, $65.2 million

or 56,3% was wagered at simulcast branches. This represents
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a decrease of $45.1 million, or 40.5% as compared to 1983.

The simulcasting of NYRA races into 16 branches
reflected a handle of $41.4 million, which was 55.1% of
total NYRA handle. This was a decrease of $24.3 million or
37% from 188%. Daily average simulcast handle was S12,450
per branch, a decrease of 51,044 from 19839, Surcharge
revepue of 53.8 million on NYRA races was distributed by
Catskill 0T8.

Finger Lakes Race Track accountéd for 89,6 millign in
Catskill simulcast handle, which was 91.4% of the total
Finger Lakes handle. This was a decrease of 35600.000 or
5.9% from 198%, Daily average simulcast handle was 83,741
per branch, a decrease of $56 from 1989, Surcharge revenue
of $476,000 on Finger Lakes vraces was -distributed by
Eatskill OTB.

Harness simulcast handle at 16 branches resulted in
just $14.1 million in 1990. This was a decréedse of $20.2
million as compared to 1989.

Monticello Raceway simulcast its races to Catskill OTB
a4t various times thréoughout the vear. Monticello races were
simulcast when Yonkers Raceway was dark. There were .many
more agporrUhities to simulcast Monticeilo races in 1990
because Yonkers reduced the number of programs simuicast ta
Catskill., Total simulcast handle was i1,/ miliion whnich was
31.5% of total Manticello handle. This was an increase of
§1.3 million or 347% gver 198Y when Jjust eight programs were

simulcast. Daily average simulcast handle was §3,382 per
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branch, an increadaseé of 5540 per branch=over 1989, Surcharge
revenue of $232,000 on Monticello races was distributed by
Catskill OTB.

The Yonkers simulcast handle for 1990 dropped sharply
to $1.5 million, which was 59.8%¥ of total Yonkers handle,
This was a decreéase of §21.5 million or 63.2% from 1983

Daily average simulcast handle in 1990 was $4,868 per

branch, a decrease of 52,207 from 1989. Surcharge revenue

of $934,000 on Yonkers races was distributed by C(Catskill
0T3B.

Catskill OTB also accepted wagers on various out-of-
state race tracks. The Racing Law authorized aTrs
corpordtions to accept wégers ban sut-gf-state thoroughbred
racé tracks, whenever the non-profit racing association
{(NYRA) is not conducting racing. During 1390, Catskill OTB
acbepted wagering on six out-of-state rdce tracks on NYRA
dark days. Total handle for thése gut-of-state tracks was
$2.3 millian. Wagering was also ?qndﬂcced on 135
thoroughbred races and one harness race of special interest,;
Cafskilf O0TB's handle totaled $§1.6 million for the 16

special events, a-decreaSe:of $200,000 from 1989, All out-

of-state wagering amounted to $3.9 million in handle for

Catskill OTB, a decrease of 8400,000 from 1983%. (Nate:the
Breeders’' Cup was run in Neéw York in 19%0.}) It should be
noted that all of the out-of-state special evehts were
televised nationally. Most of these special events were

telecast live,
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In 19%0, Catskill OTB's simulcast expenses were less
than the previous vear due to the loss of four months of
simulcasting. This occured hecause of the expiration of
the NYR4A contract and a continuing dispute with VYonkers

Raceway. Uatskiii paid NYRA S$455,000 in statutory payments

based on simulcast handle. There -were no contractual
payments. ' Fingéf Lakes received 3$105,0068 in stdatutory
payments based on simulcast ‘haadle. There ‘weire no

contractual payments; a new coatract was agreed upon but not
executed before year's end. T&e new Catskill cnntract with
Finger Lakes calls for Catskill to pay a premium of 1% of
simulcast handle for the signal. Monticello Raceway was the

recipient of §59,000 in statutory payments based on

simulcast handie. There were no contraéctual payments but
Catskill OTB shared the uplink costs Tfaor Monticello's
simulcast signal. Yonkers Raceway receivad 5626¥OOO in

statutory payments bdsed on simulcast handle. There wéere no
centractual: pavments and currently there 18 no written
contract with Yonkers. It has ‘been agreed that when .a
writtén contract is executed, Catskill's payment due YonKers
will be retroactive to July 18, 1990, the date of resumption
of the Yonkérs' simulcasts. to Catskill 0TS, In 19390,
Catskill's single simulcast vendor was paid slightly over
$200,000 for services.

Th. State has granmted its Hharness tracks and Finger
Lakes Race Track 4 tax credi- against the State'’s pari-

mutuel tax on handle, as an incentive for simulcasti =z to
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OTB branches. Yonkers Raceway earns a 1,5% tax credit on
_simulcaét. handle, ‘while the remaining harness tracks and
Finger Lakes Race Track earn a 1% tax credit on simulcast
handle. The State Department of Taxation and Finance
initialiy reports that, for the calendar year 19%0, Yonkers
Raceway vreceived §1890,000; Monticella Raceway received
Slfj700; and Fingér Lakes Race Track reéeceived §45,200 in
simulcast tax credits, Therefore, on & simulcast handle of
$24.4 million, the various race tracks received a total tax
credit of over §247,000 Ffor simulcasts to Catskill OTB
branches,

Catskill OTB had its capital acquisition fund in place
in 1989, Thére was a carryover balance to 1990 of $191,000,
Durihg 1990, $845,000 for the fund was generated by wagering
at Catskill., In 1990, 5334,000 was expended by Catskill 0TB,
Ieaﬁing' a balance af 8682,000 in 1ifs rcapital acguisition
fupnd at year's end.

Since the Iinception of (0TB, there ‘has been an air af
distrust between the race tracks and the (7B corporations.
Until the advent of trdack to track simulcasting, the State's
harness and thoroughbred tracks had little inm common., This
‘changed in the past few years as NYRA  developed
relationships with some of the State's harnmess tracks for
track to track wagering, with the harness tracks carrying
NYRA's product. From ‘the standpqint of average daily
handle, ‘the most successful relationship was the NYRA to

Yonkers simulcast.
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Prior to the 1990 revision of the Racing Law, (atrsKiil
OTB had the right to withdraw its consent for the NYR4 to
Yonkers simulcast, should Catskill OTB's bhandle decline.
Catskill withdrew it consent, effective February 1988, by
filing the required notice in August 1987. The six months
notice was required by the contact between Yonkers and
Catskill.,

This resulted iIn a long <costly court battle which
further polarized the ratée tracks invelved and Catskill OTB.
NYRA was incensed over losing the hugely successful track to
track wagering at Yonkers. When the NYRA-Catskill simulcast

contract expired on January 30, 1990, Catskill OTB lost the

'NYRA picture. 0n that same date, the disputed Yonkers-

Catskill agreement expired, During the dispute, Yonkers
sent 1its signal to Catskill claiming that the contract was
stiil-vaiid. With the end of that contract, Yonkers' sigial
to Catskill ended as well,

Catskill OTB had very limited simuleasting during thé
First half of 1990. It carried the Finger Lakes simulcast
signal when that track fipnally apened in April after a track
resurfacing problem caused the cancellation of the first
eight scheduled race dates. Catskill also simulcast raceés
from Monticello Raceway on various days and nights (mainly
Sunday/Tuesday afterncons and Wednesday nights) when Yonkers
Raceway was dark. There were no simulcasts from NYRA to
Catskill from January 31 through May 31. Yonkers began

sending Its signal to Catskill OTB on July 18, which
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happened . tv he the same day that the NYKA te Yonkers

Ssimulcast resumed.

The iInteruption of simulcasting proved financially
disastrous for both Yonkers and (Catskili U, NYRA'S loss
was tempered by the fact that many of Catskill's and

Yonkers' simulcast customers shifted théir wagering to

either New York (ity OTB branches or .attended the races at

Agqueduct and Belmont.

Catskill's original 1990 agreement with NYRA was a
temporary gne, It was signed on May 11 and was to rund for
60 days. Carskill agreed to pay NYRA 6.5% on tatal
simulecast  handle. Previously, Catskiii paid NYRA a
percentage of simulcast handlée based on the distance af the
receiving county from the NYRA tracks, Betore the scheduled

Juiy 31 expiration date, this contract was extended until

October 11, NYRA stated that there would be na further

extensions,

There was 'a statewide cessation of simulcasting on

Sunday, July 1 due to the expiration ol the rive year

experiment. Permanent autharization for in-gsrate
simulcasting was enacted Into law on July 2, (99U,

Catskill desired a long—term contract with NYRA in
ordetr to assure a siimulcast signal for Its patrons and to
S$olidify its conmstruction and expansion plans. On November

I, NYRA once again ceased sending Its simulcast signal to

Catskill. Suyrprisingly, NYRA resumed the signai~ for the

ninth and final race that very same day. Catskzril OTB and

-132-

et rineg,



PRSE—

[rR——"——

[E——

NYRA finally agreed to a five- year simulcasting contract,
signed on November 16. It continues the terms of the interim
agreements described above.

Catskill OTB estimates that its new contract with NYRA
will make the cost of simulcasting 700-800% sgreater than
previous years. Traditionally, Catskill OTB has beén among
the leaders 1iIn vralising revenué for its participating
counties, These iIincreased simulcast costs will have a
direct effect on the future reveénles for these counties oy
reducing benefits considerably.

In 19%0, the Newburgh (Lakeside Plaza) branch 1n tae
southern part of the city was temporarily closed when a new
facility was opened in the Mid-Valley Mall on the northern
edge of Newburgh. This new branch came complete with extra
large monitors, restrooms, vending machines anpnd much needed
seating and handirapping tables,. It opened in early June,

The old Lakeside Plaza simulcast brdanch was closed
during Juné and July of 1920, but redpened in Avgust as a
regular branch without simulcasting. It was now equipped
with reéstroom facilities which it did not have in the past.

The only food and beverage amenities in the Catskill
0TB region are vending machines. Nine of the 16 simulcast
branches have thenm, Several geographically separated
vendors are retained by Catskill OTB to wservice these
machines, Gatskilf 0oT8 retaihs-comm1551ons an sales ranging
from 18-20Z, This amounted to slightly over 820,000 in

revenue. to Catskill OTB for the calendar yedr 1990.
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Fourteen of the 16 simulcast facilities are engaged 1n
lottery sales. Corporate-wide commiSSions on lpttery sales
in 1990 amounted to nearly $150,000,.

THirteen of the 16 simulcast branches have restroom
facilities for ‘their <customers. Elmira, Kingston and
Wappingers Falls aré the branches lacking sSuch comforts,
Catskill OTB has appliéd Ffor waivers fér a total of 15
facilities under the Board’s rule. This request is under
review by the Board's stafr.

New to Catskill OTB in 1930 were customer-activated
betting machines (CAT's). They were initially tested Iin July
in Nanuet, Nyack, Pearl River and Suffern, the four largest
branches in terms of betting wvolume, These machines, which
have proven immensely popular at NYRA's tracks, are s0 far
enjoying limited succtess at Catskill OTB. Catskatt 15 still
evaluating their usefulness.

A new praoblem for Catskill OTB surfaced in 1930 as
three different branches were  robbed. The <c¢riminals
brandished weapons in each case. These crimes may have been
aided by the lack of simulcasting at night, which resulted
in sparse attendance at simulcast branches, making thenm
appealing targets. In general, simulcast branches are the
only ones open in the evening in the Catskill region, On
March 28, June 29 and September 3, the Arlington, Pawling
and Middletown branches, respectively, were all robbed at

gunpoint, All crimes occurred at night's end and many
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characteristics of the robberiés were similar. The
perpetrators have yet to be appreliended.

Catskill OTB has attempted to thwart any recurrence of
these crimes. It has strengthened its relationships with
various police ﬁepartments near OTB branches. Catskill's
position is that communication and cooperation with these
police departments will provide ongeing surveillance and
awareness by local police agencies, In addition, Catskill
has nmade some changes in branch internal and security
bprocedures, Where appropriate Catskill OTB added improved
lighting and surveiliancf'camﬁras,

The 1990 Omnibus Racing Legislation has resulted in a
serigus ramification to C(Catskill OTB's ‘telephone betting
handle. Catskill lost many of its telephone accounts during
the second kalf of 18%0, which firther eroded its bottom
line. The drop in telephune handle at Catskill coincidéd
with NYCOTB: promoting 1its surchargeless telephone accounts
inm July, 1990. Catskill's telephone handle for the first
seven months of 1990 was 5% less than the comparable perjod
in 1983%. However, Catskill lost over 37% of its telephone
handle for the final five months of the year as compared to
the same period of 198%. Catskill believes that many of its
former customers have transferred their accounts to New York
City OTB in order to escape the surcharge on winping wagers.
In Catskill, as in other }egianal OTB corporations, a 83500
minimum balance is required in a telephone betting account

at the time of a wager in order to avoid the surcharge,
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However, at New VYork City OTB, gnly a SiU balance 1s
required to mafntain an account and the surcharge on winning
bets is naot applicable. Currently, anyone who Is a resident
in-New York State can open 8 telephone account with any of
the six OTB-carparatians;

Once again this past yedr, attempts to bring to life
"Special Demonstration Projects"” in hotels im the Catskill
region were fruitless, In May, represéentatives of Catskill
OTB, Browns Yotel and Monticelle Raceway met with'eagernésﬁ;
This soon turned t. disappointment as Monticello Raceway
proposed and held firm to its demand . r 3% of all wagers 4t
this. facility. This demand was deemed to be too high a
price to pay by both Catskill OTB and the hotel.

When NYRA to Monticello simulcasting began for the
first time on September IS, Catskill OIS again approached
Monticello Raceway for permission to try a temporary
"special demonstration project' at one of the Catskiid
région hotels; Once again, an agreement proved
unattainable.

The adversarial relationship between Catskill OTB and
the Yonkers and NYRA managements resulted in Catskill losing
its simulcasting of NYRA (for four months) and Yonkers (for
five and a half months). This cut deeply into Catskill's
1990 revenues which eventually were earmarked for the eight
member counties of the Catskill cdrborationj

NYRA and Yonkers, however, did not escape financially

unscathed. Both managements had come to rely on their off
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track betting handles. The purse structures or both ‘the
thoroughbred and harness tracks were predicated on the
amount of combined on and off track wagering. The loss of
the lucrative NYRA-to-Yonkers simulcast put the purse
structure at both tracks in peril,

On February 24, Yonkers declared a 252 purse increase
for their horsemen, Now in direct competition with New
Jersey's premier track, the Meadowlands, Yonkers was losing
their highest quality horses to more lucrative opportunities
acrgss the Hudson River. On May 24 however, _Yankérs was
forced to cut their purse structure by 12%. 0On that same
date, NYRA cut its pburses by 14Z, Both managements gave the
same reason for their purse cuts stating that the sustaining
of Catskill OTB’s véto of the NYRA to Yonkers simulcast,
cdused dire financial repercussions for both tracks,

When the tracks and Catskill ©OTB finally agreed to
agree, and all parties were back fully operational, the
thoroughbred customers returned but the harness customers
were ngot as resilient or dedicated. Yonkers wagering at
Catskill was far less than previOUS'ye;rs. Regular Catskill
branches {(non-simulcast), had beéen allowed the live race
call in previous years. This was no longer pérmitted by
Yankers. Otber customeérs were lured away by the Meadowiands
in nearby northern New Jersey.

Catskill, which for somé time had been planning to
build an expensive simulcast theater inm Rockland County, put

all of its expansion plans on hold. It concluded that it
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might not have any video signal for the simulcast theater.
Catskill feels that the success of any food or alcoholic
beverage service 1i& <contingent on a rock solid night
product, as nights are when these amenities would be in
highest demand.

During the year, Catskill OTB did relocéate its.Newburgh
simulcast branch, A spacious and more ¢omfortable Iocation
was meét by increased attendance in the Newburgh area, All
bther expansion and relocation plans for 1990 were put on
hold until there was some Iong-term stability iIn a
guaranteed product {(the simulcast signall.

Catskill OTB approaches 1991 with hope for a better
financial year. However, new simulcast contracts finalized
in 1990 with NYRA, Yonkers and Finger Lakes will result in
sigﬁificant higﬁer costs to the corporation. Net revenue
for distribution to Catskill's member counties in 1991 are

anticipated to be lower than in previous years,

SUFFOLK REGIONAL OFF-TRACK BETTING COUORPOGRATION

Suffolk Regional Off-Track Betting Cnrpo.r-a__ti‘on_,- located
in Suffelk County, had 18 branches and a simulecast theater
operating inm 1990. During the year, one branch was moved
and converted to a simulé¢ast branch, At the end of 1350, 11
branches and a simulcast theater simulcast races from the
New York Racing Association {(NYRA) and Yonkers. The 12
simulcast facilities also simulcast Finger Lakes on 32 NYRA

dark days from April 24 to December 4, Suffolk did not
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simulcast Monticello during 1990. Suffolk OTB conducted 36
simulcast operations throughout the year,

In 1930, Suffolk handled $148.1 million on thoroughbred
races and $48,9 million on harness races, for a total of
$187 million, a decrease of $9.7 million or 4.7% compared tao
1589,

Various explanations have been offered for the decliné:
the no smoking law, the decline in the quality of both NYR4
and Yonkers races, the multiplicity of gambling
opportunities and the econdmy. While all of these may
have had some bearing, recent statistics indicate a net loss
aof 28,700 jobs in thé Nassau/Suffolk area tor the I(Z-month
period beginning December 1989. In addition, there has been
a decline of almost 40% in constructjon from 1989, together
with am Increase 1in the vacancy rate in corporate office
space, and a decline in housing sales, retail sales and
sales tax revenue. (Conventional wisdom hds been that OTB is
"recession proof", but it appears that OTB bettors have
decided to bet smaller amounts or not bet at all, Prior
recessions have not had the impact on Long Island that the
current recession is hdving.

In terms of total betting handle, Suffolk OTB ranks
fifth in the State, with 10.2% of all New York State off-
track betting handle, Based on a $§137 million total handle
for 18990 (as compared to 8206.8 million in 1983%), Suffolk

generated the following:

Statutory Payments:

_139-



N.Y. State $ 3,029,018 § 3,127,678
Breeders' Fund 1,230,525 1,312,116
Tracks (incl. contractual) 9,886,359 12,385,511
Total Operating Expenses $19,043,467 18,187,788
Percentagée of handle 9.7% 8.8%
Net Farnings to Own Localities 3,212,603 5,424,894
Percentage of Handle 1.6% 2.6%
Surcharge:
To Own Localities 3,411,208 3,773,314
To Localities OQutside Region 3,089,388 3,318,862

Of Suffolk OTB’s total handle, $160.9 million, or 81.7%
was wagered at simulcast branches. This represefts a
decrease In simulcast handle of §5.7 million, or 3.4% from
1989, Suffolk distributed a total of $b.> miliion in
surcharge revenue in 1990.

The simulcasting af NYRA races inte 12 Suffolk OTB
facilities, including one simulcast theater, accounted for

§109.,1 million or 78.3%¥ of the NYRA handle in Suffolk OTB,

an increase of 82.6 million, or 2.4% over 15&%3, The daily

average handle for the simulcast locations was $26,422 per

branch, a decrease of $5,227 or 16.,5% from 1389, Suffolk's
contract with NYRA expired on June 30, 1990, and was renewed
in early Auvgust, with an expiration date of June 29, 1892,
The new contract (essentially the same) provides for payment

of 1.5% of net simulcast handle over the statutory rate, not

to exceed 6.5% at simulcast ‘branches, and 2.5%7 ogver

statutory rates, not to exceed 7.5% at the sinulcast
theater, Under the terms of the contract, Suffolk paid NYRA

$1,8 million in contractual payments and §%.5 million in
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statutory payments based on simulcast handie, suttrolk
distributed $4.6 million in NYRA surcharge revenue.

Harness vraces from Yonkers were simiricdst into I
branches and one simulcast théater during 1990, Yonkers
Racdeway's handle at the simulcast ftacilities was 542,89
million or 87.8%¥ of Suffolk's handle at that track.
Yonkers simulcast Handle decréased $6.7 million or 13.5%
from 1983, Thig décline is a cause for concern in Suffolk,
because costs to operate branches at night remain fixed
while handle declines.

Evening simulcasting bf Yonkers races resulted in -an
average daily handle of 510;717 per branch, a decrease of
$306 or 2.8% from 1989, The simulcast of ‘the Yonkers
matinee averaged $6,982 per day, a decrease oaf $327 or 4.5%
from 1989,

An wunwritten unpnderstanding with Yonkers (continuing
the expired contract's terms) calls for a minimum payment
of $500 per evening, except for Sunday evenings when Yonkers
receives 0.5% of simulcaSt handle, rayments are on an
ascending scale, from 0.5% of handle up to §90,000 to 1.3%
of handle over $210,000 for all wagérs placed atter / p.m.
Yonkers received $203,000 in contractual payments and 52,2
million in statutory payments based on simulcast handle
during 1930. Suffolk distributed $1.4 million in surcharge

revenue from Yonkers,  Negotiations for a written agreement

continue,
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Finger Lakes was simulcast into 11 branches and the
simulcast theater for 32 NYRA dark days. This generated
handle of §3.3 million, a daily average of 89,510 per
simuléast branch, an increase of $398, or 4.4% over 1989,
Finger Lakes handle decreased §1,7 million or 33.2% from
1989, due to the decreased number of simulcasting days.
Under the terms of its agreement with Finger Lakes, Suffolk

paid 348,000 or 31,500 per day in contractual paymeénts .and

5105,000 in statutory payments based on simulcast handle

during 19890. Suffolk distributed §147,000 in surcharge
revenue from Finger Lakes.

The Racing Law authorized OTB corporations to accept
wagers on out-of-state thoroughbred race tracks when the
non-profit racing association (NYRA)} is not conducting
racing. In addition, the Board may désigpnate up to 15
thoroughbred and five harness races run outside an OTB
region as races of special inte€rest on which OTB may accept
Wagers. During 1990, Suffolk OTB accepted wagers on six
out-of-state tracks on NYRA dark days. Total handle for
these dark day tracks was $2.8 mnmillion, a decline of
688,000 or 19.5%. Wagering was also conducted on I3
thoroughbred races of special Jinterest and one harnmess race.
The series of races known -as the Breeders' Crown (harness)
was designated by law as oqne race of special interest.
Suffolk OTB's handle totaled $1.7 million, a decline of

§188,000 or 9.7%, for the 15 special events., (Note: the
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Breeders' Cup was run in Néw York in 1990.) All out-of-
state wagering amounted to §4.6 million for Suffolk OTB.

The State has granted its harness tracks and Finger
Lakes Race Track a4 tax crédit (against the State's pari-
mutuel tax on handle), as an incentive for-simuic&sting to
OTB branches. Yonkers Raceway earns a 4.5% tax credit on
simulcast handle, while the remaining harness 'traeké and
Finger Lakes Race Track earn 1% credit on simulecast handle,
The State Department of Taxation and Finance in calendar
yeéar 1990 initially reports that Yonkers Raceway received
$480,000 and Finger Lakes Race Track received _512,300 in.
simulcast tax credits, Therefore, on a simulcast handle of
8$34.7 million, the two race tracks received a total tax
credit of $492,000 for simulcasts to Suffolk OTB branches,

In addition to payments omade 'to the tracks for
simulcasting, the corporation has a simulcast vendor who 3is
responsible for the encoding, wuplinking and satellite
transmission o6f Yonkers simulcasts, This 'vendor also
provided the downlink for all other simulcasts at Suffolk
facilities. Suffolk paid $302,000 in 1990 Ffor this service,

Suffolk has vending machines in nine telebranches which
supply hot and told drinks, candy, snacks, sandwiches and
cakes, Under one contract, Suffolk was paid $2,500 for the
machines in Bohemia in 1990. The remaining machines occupy
leased space in the branches at a rate which ranges from 8§45
to 8109 per sguare foot per year. Suffplk received $17,000

for the space at eight telebrancheés.
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Through 1989, Suffolk moved and/or -modernized five
branches. All of these facilities offer bettors attractive

surroundings, with simulcast viewing areas, tables aréas

near the vending machines and restrooms. Relocating these

branches, enlérging the simulcast theater, adding restrooms
to all branches, and opening another Qimulcast branch, cost
Suffolk $1.4 million through 1989. During 1990, one branch,
Hauppauge, was converted to a telebranch, The move and
conversion cost Suffolk §73,000. In June, West Islip was
relocated at the request of the landlord, who bore all but
310,000 of the cost for a move tﬁ a darger facility.

Finally, in late December, work started at a location in

North Amifyville; completed in early January. The only

branch in Suffolk without restroom facilities rinally moved
to a new location. With this move, Suffopik believes it Has
completed dmproving dts brancheés, and will be able to
concentrate on improving handle.

.There are 40 SAMs in Suffolk. 4t the time of

installation, Suffolk eémployees assisted patrons in their

use, but since then there has been no effort to epcourage
greater use, An in-house study of February 1990, compared
to February 1989, showed a decrease in SAM use, but there
was a corresponding decline in total handle. Generally, SAM
use accounts for approximately 2,5%% of total handle, The
study 1indicated that almost §1 million in revenué was

generated by the SAMs at & cost of 8170,000 tor rental.
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On Januvary 26, 1980, 15 Tiny Tims wereé 1instailed at
Tel—~a=Race, These individual terminals permit custonmers who
have telephdone betting accounts or have opened a ‘'daily"”
account to mike wagers while sitting at the bar or in the
réstauranf at the simulecast theater.

Thé Tiny Tims dccounted for only 549,000 of handle at
Tel-a-Race, The cost to Suffolk to rent the Tiny Tims was
£4,080, A recent mailing to telephone betting customers by
Suffolk generated 60 or 70 return pastcards from people
interested in renting Tiny Tims. The Board has authorized a
one-year Iin-home experiment with 90 Tiny Tims. Suffelk will
probabiy charge rént to those pecoplé interested,

Considered as a branch, telephoné betting was the only
branch in Suffolk other than Tel-a~Race and Hauppauge, which
showed an increase in handle in 1990. The 31,500 account
holders (including 20 with non-surcharge accounts) wagered
$4.6 million in 1990, compared to §3.8 mitlion in 1Y8Y, an
increase of $830,000, or 22%, This increase is even more
dramatic when considering the period from July 1 to December
31, Inm 1990, the handle for those six months was 8$2.5
million, compared to $1.9 million 4in 15989, an increase of
$624,000 or 32.5%. Suffolk did not actively promote
teléphone betting, though it frequently advertised on its
dain profile sheets. It is uniikely that surcharge-free
betting is ;ESPansibie for all of the increase,

In 1982, Suffolk finished paying the county 54,2

million in delinquent payments, and found itself with a
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cash-flow problem, They negotiated with various banks for

a 82 million lcan. Passage of the 1990 omnibus bill,
mandating an additional 1% supplemental surcharge on
wagering pools of multiple, exotic and super exotic wagers
toe the Sfate“s_ 0TBs for capital imprevements, relieved
Suffolk of the necessity to bhorrow, From July onward, the
additional surcharge generated S380,000. Sutrtrelk spent
most of this money opening a telebianch in North Amityville
te replace Copiague,

During 1930, Suffolk had two séricus contdects with
police, In June, ‘the Svuthampton branch was broken into,
the alarm system cut and the vault bombed. The small safe
within the vault, which contained $23,650, was removed from
the branch. The case remains open., In July, burglar alarm
wires were cut at the Commack and Huntington branches., but
the police thought these might have been done by
"prapnksters”. On October 30, 1590, the Marine Midland Bank
notified the Suffolk comptroller that the night deposit bag
(which should have contained 29,004) was not an the bank's
deposit bag sarfe. Bank personnel found a garbage bag with a
bundie of newspapérs 1in the night sife, All other night
deposits were accounted for. The missing deposit was made
on Octeober 28 by ang attendant in the Port Haveéen branch who
was driven from the branch to the bank by a Suffolk County
police officer, fbe attendant's employment has been
terminated by Suffolk. A newspaper account stated that the:

former emplovee admitted hosting a party at the Plaza Hotel
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with the proceeds, but the employeé ldater denied this_ The
case remains open.

There were several changes in administrationm at SUffolk
during 19830, In June, Martin Feeney resigned as President,
and the Board of Directors appointed then Vice President
Peter J, Frano to replace him. At the same time, Ann Mead
resigned as a Board Member anpnd was replaced by Paul G.
Costello, The Suffolk Board of Directors then elected Gil
Stern 1its Chairman. In July, the Board of Directors
appointed Frank Locorriere as Vice President. In December
1830, Arthuy Minardi died, and the Suffolk founty
Legisldture appointed Dominick Feeney to the Board,

TEL-A-RACE - 1990 UPDATE

Suffolk's simulcast theater, called "Tel-4-Race',

opened In May 1986. This attractive facility offers snack

-and full restaurant service, a bar, two theater areas, a

small lounge area and a large area with seating and bettor
tables. The theater pays track prices orn New York races.
There is an admission charge of $5.00 and a dress code. The
theater has a group of racing fans who are there almost
daily. The: simulcast theater accounts for 20% of total
handle in Suffolk,

NYRA handle in 1990 totaled $27 million or $86,804 per

day, compared teo §25.8 million or 882,609 per day, an

increase of $4,195 or 5.1% per day over 1989. This
represents an increase of $§1.2 million or 5.1% of total NYRA

handle compared to 1989.
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At Yonkers, 1990 handle totaled $]1 mallion or 529,756
pér day, an increase of $766 or 2.6% over 1989,

Finger Lakes handle was $575,000 or §1/,984 per day,
compared to $569,000 or 811,386 in 1989, .an increase of
$6,598 uvr 58%. In 198%, Suffolk simulcast Finger Lakes
daily during NYRA's Saratoga meet., In 18980, Finger Lakes
was simulcast only on NYRA dark days.

The balance of Hhandle at Tel-A-Race was comprised of
$329,000 in Monticello handle, plus out-of-state racing oa
NYR4 dark days, and special events,

Admission income in 1990 totaled 5240,000., This was

pomprised of §220,000 3in admissions at $35 each, or an

average of 122 pecople per day; plus 64 annyal passes at $150
each, 114 senicor citizen annual passes at §75 edch, and
1,752 admissions at $1.00 each for brunch. The sale of the

Daily Racing Form, Sports Eye and "tip" sheets, together

with jacket rental, generated §61,000 in additional income.
Suffelk received 560,000 from the restaurant vendor 1In
rental payments, The restaurant's furnishings and egquipment
are owned by Suffolk and leased under an agreement with the
concessionaire,

In December 1389, work was completed doubling the size
of the theater,. Betting windows and TV's were added, as
were SAMs and Tiny Tims. The addition included a large new
restaurant area and a néw theater area. This tac1lity can

accommodate 400 people; these numbers are reacled only on
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major race dates (i.e. the Kentucky Derby, Preakness,
Belmont and Breeders' Cup days).

Suffolk continues 1its effort tge Increase evening

.attendance and handle, In 1930, for the first tinme, Suffolk

advertised Tel-A-Race on a local telévision station. This
advertisement cost $18,000 and increased sales by 51498,000,
based oan comparisons of prior years' handle for a Sik—week
period. In addition, Sunday ‘brurnches, Monday night
football, Friday night "happy hours'" and selected prize
fights have been featured in an attempt te draw people to
the facility. The most successful promotion to date has

been the TV ad.

NASSAU REGIONAL OFF-TRACK BETTING CLORPORATION

Nassau Regional Off-Track Betting Corporation consists
of ene county, Nassau, on Long Island, Nissau OTB began
and ended 1990 with 21 branches. Nassiau O0OTB conducted 49
simulcast operations in 1990. Twelve brapches simulcast
thoroughbred races from the New York Racing Association
(NYRA). Thirteén branches simulcast thoroughbred races from
Finger Lakes Race Track. Eleven branches simulcast harness
races from Yonkers Raceway, and 13 branches simulcast
harness races. from Munticella_ﬂacewayﬁ

One track, NYRA's Belmont Park, is located in Nassau
County. Within its region, Nassau OTE handles wagers on
the three NYRA tracks (Belmont, Agueduct, Saratoga) and two

harness tracks (Yonkers, Monticello). Simulcast operations
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at Nassau OTB remain limited because of the statutory track
consent requireménts and the proximity of Nassau OTB's
branches to the local tracks.

In ‘1990, Nassau OTB handled S$163.5  million on
thoroughbred races and $51.2 million an'harnESS races for a
total of §$214,7 million, an increase of 8§2.2 million or 1%
over 1%89. Tﬁfs total accounts tor 11.23% ot all the New
York State OTB handle in 1990. For the second year in a
row, Ndassau OTB ranks third in the State in terms of total
betting handle. Based on its total 82i4,7 million handle
for 1920 (as compared tao §212.5 million in 15839}, Nassau

generated the following:

1390 1989
Statutory Payments: _ _ )
N.Y. State § 3,225,194 $ 3,171,438
Breeders' Fund 1,330,051 1,324,879
Tracks (incl, contractual) 12,229,825 12,026,160
Total Operating Expenses 17,452,033 16,944,584
Percentage of handle 8.1% 8%
Net Earnings to Own Localities 7,283,337 7,462,982
Percentage of Handle J. 4% 3.5%
Surcharge: o o
To Own Localities 5,391,720 5,426,757
To Localities Outside Region 3,324,204 3,408,876

0f Nassau OTB's 1990 total handle, 8126 million or

58,7% was wagered at simulcast facilities, This 1is an

increase of §7.3 million or 6.2% cover 1989. The simulcasting
of NYRA races 1inte 12 Nassau OTB branches showed a ‘1330
total simulcast handle of $85.3 million, an ipncrease of $2,2
million or 2.6% over 18589, The daily average handle for

these simuléast locations was $24,724 per branch, compared
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to §28,232 in 1989, a decrease of §3,508 or 12.41%. This
accounted far 56% of the total NYRA handle at Nassau OTB,

Finger Lakes races were simulcast into 12 branches for
49 days and into one branch for four days. This generated a
simulcast handle of 83.7 million, a daily average handle of
$5,866 per branch, a decrease of 9.,3% from 14989, Finger
Lakes simulcast handle increased S$1.4 millidn or 59.2% over
1985, This accounté& for 74.7% of the total Finger Lakes
handle at Nassau OTB.

The Ssimulcdsting of harness vraces from Yonkers,

inc¢luding matineés into 11 branches, showed a 1990 total

simulcast handle of §35.,5 million, an increase of §2.6

mildion or 7.9% over 15989, This accounted for 76% of the
total Yonkers handle at Nassau OTB. The daily average handle
for these simulcast locations was $JO,819_Per branch, as
compared to $12,898 in 1989, a decrease of $2,07% or 16.1%.
Despite the on-paper simulcast gains for Yonkers, the
harness simulcast handle appears to be on a downward track.
The Yonkers simulcast handle received significant boosts
from the dinclisionm of Green Acres (83.8 million) 4and
Franklin Square. ($4.2 million). These twon branches provided

more ‘than $8 .million, or approximately 23% of Yonkers

simulcast handle,; yet the et gain from simulcasting was

just the aforementioned 52.6 million. Of the approximately

$1 million in Yonkers simulcast handle lost with the closing

of the Bethpage branch during evening -hours, 1it is.estimated

that approximately 65% of that handle was recovered via
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increases in the two nearest branches (Farmingdale and.

Hicksvillel,

The simulcasting of harness races from Monticello into

13 branches in 1890 showed a total simulcast handle of §1.6

million an increase of $1.4 million or 992% over 1989. This

accounted for 34,5% of the total Monticello handle at Nassau.

@TB. The dailv average handle for these simulcast locations
was 54,405 per branch, as compared to $2,530 in J989, an
increase af 81,875 or 74.1%.

Nassau OTB also accepted wagers on various out-of-statg

race tracks. The Racing Law authorized OTB corporations$ to

dccept wagérs on out-of-state thoroughbred race tracks, when
the non-profit racing association (NYRA} is not conducting
racing. In addition, the Board may designate up to I35

thoroughbred and five‘ harness races run outside an OTE

region as races of special interest on which OTB may accept
wagers. During 1990, Nassau OTB accepted wagers on 31X out-

of-state tracks on NYRA dark days. Total hédndle for these

dark day tracks was $4.1 million, compared to $4.6 millionm

in 1989, a decrease of 3554,000 or 12%, VWagering was also

conductéd on 15 thoroughbred races of special interest and

one harness race of special interest. The seriés of races
known as the Breeders' Crown (harness) was designated by law
as one race of special interest, Nassau OTB's handle
totaled 82 million for the 16 special events, compared to
§2.4 million im 1989, Note: The Breeders' Cup was held in

New York in 1990. All out-gf-state wagering amounted to
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86,1 million for Nassau OTB, compared to $7 million in 1989,
a decrease of $861,000 or 12.3%.

Nassau O0TB's contract with NYRA during the period
January I, 1989 through and including Junme 30, 1990,

obligated them to pay 6.5% of the daily net NYRA handle at

all OTB.simulcasr branches. There was & statewide cessation

af simultasting on Sunday, July 1,. 199¢ due to the
expiration e} i the five-year eXpériment. Permanent
avthorization for in-state sinmulcasting was enacted into law
on July 2, 1990. A new contrdct with NYRA was signed for
the QEriod July 2, 1990 through and including June 2%, 1892,
The arrangements were the same. Based on these contracts,
Nassau OTB paid NYRA §1.2 millien in simulcast contractual
payments and 87,7 million in statutery payments based on
simulcast frandle for the 12 branches., Nassan OoT8
distributed a total of §7.6 million in surcharge revenue on
NYRA.

Nassay OTB negotiated a contract with Finger Ldkes Race
Track to simulcast the entire Finger Lakes card for each
Tuesday from April 24 through December 4, 1390 and five days

a8 week during August. The dagreement called for statutery

payments, plus §1,212 per week In simulcast fees regardless

cf the number of simulcast branches. On this basis, Nassau

8TB paid Finger Lakes §120,000 in statutory payments based

on simulcast handle and $1Z2,000 1n samulcast contractual

payménts., Surcharge payments on total Finger Lakes handle

in 1990 were $44,000.
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Nassau OTB has ne written contract with Yonkérs
Raceway, It continues tog simulcast on a day to day basis.
Negﬂtiations for a long-ternm agreement are taking place with
Yonkers* reéquest for additional cammISSiaqs, causing a re-
evaluation of the harness simulcast program, The most
significant change in the Yonkers &imulcast to Nassau OTSB
has been the addition of the Green Acres and tﬁe Franklin
Squaré branches and the elimination of Yonkers evening
simulcasts to Bethpage. However, compensation is based upon
a minimum payment of $300 a day with an additional 0.5%
above the statutory rate for all wagers placed after 7 p.m.
up to &8%0,000 a day. The percentage increases as the
handle 1increases. A5 a result of this ascending 5scale
agreement, Nassau OTB paild Yonkers Raceway $170,000 in
simulcast contractual payments and $1,7 million in statutory
payments based on simulcast handle for its éight branches,
Nassau OTB distributed a total of §959,000 in surcharge
reverive on total Yonkers wagers,

Nassauy OTB's agreement with Monticello Raceway called
for no simulcast contractual payments, Nassau OTB paid
$83,000 to Monticello in statutory payments based on
simulcast handle. Nassau OTB distributed $89,000 in
surcharge revenue on total Monticello wagers during 1990.

Nassau OTB's simulcast vendor was. paid a total of
$289,000 in 1990 for providing the sinmulcast signal and
other services.

The State has granted 1Its bharness tracks and Finger
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Lakes Race Track a tax credit (against the State's pari-
mutuel tax on handle}, as an incentive for simulcasting to
0TB branches. Yonkers Raceway earns a 1.5% tax credit on
simulcast handle, while Finger Lakes Race Track and all
other harpness tracks earn 8 1% credit on simulcast handle.
The State Department of Taxation and Finance dnitially
reports that, for the calenddr year 1890, Yonkers received
$534,000, Monticello Raceway received §11,200 and Fingéer
Lakes received $16,800 in simulcast tax credits feoer

simulcasts to Nassau OTB branches., Theréfore, on a simulcast

‘handle of 841 million, the three race tracks received a

total ‘tax credit of 8562,000 for simulicasts to Nassau
branches,

Nassau OTB's commitment to screen activated machines
(S§AMs} continues, At the close of 1%YU, 16 branches had
approximately 160 SAMs as compared to the close of 1989 when
15 branches had approximately 165 of these machines. In
addition, there are II cash voucher machines spread out
among ten branches,

Im 1930, Nassau OTB continued 1its restructuring
program, begun in 1988, which included the opening, closing
and relocation of various branches, Construction has begun
on the Farmingdale branch. Nassau OTB 15 .expanding the
branch into two adjacent stores which it owns. The new
expanded branch will resemble the Jericho Ffacility which

offers seating, big screen TV's, SAMs, cash voucher machines

and restrboms.
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At the Oceanside branch, a new sateilate d1sn was
purchased to reéplace the old one at a cost of §7,000.
Nassau does not offer beverages, food or the Jlottery in any
branches, [The only amenity in its branches is seating at
three locations (Green Acres, Hicksville & Jericho). Nassau
currently has restrooms in 12 branches, (of which 11 are
simulcast branches). Nassau has applied to the Board for a
waiver of the restroom rule at eight of its branches.

'A new concept, canceivéd by corporate mahagement in
18987, designed in 1988, became a reality in 1989 and
continued to grow in 1890, Nassau OTB installed wideo
display screen units, called "Tiny Tims" in the Hic¢ksville
branch., The Tiny Tim operates as a direct telephone line
into the telephone betting facility located at Suffolk OTB
headquarters. The video screen displays updated racing
Information, such as current odds, late scratches, jockey
changes and race profiles, A patron must have either a
daily or a regular telephone betting account to use a Tiny
Tim. No sipulcasts are available on these units. {There
are currently 12 Tiny Tims in the Hicksvilie branch.)

From February through December 1990, the Tiny Tins
gengrated a handle of $133,000, with a daily average of six
to eight Tiny Tims in operation. In addition, Nassau OTB
continues to conduct an on-going experiment involving remote
Tiny Tims. Commencing in October 1990, between 15 to 18
remote Tiny Tims were given to bettors with sizeable

telephone wagering accounts, This experiment generated a
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daily aveérage  handle of $7,000 through December 1990,

Nassau OTB has a total of 4,502 telephone Wwagering accounts,

/7 of which are surcharge-free.

NEW YORK CITY OFF-TRACK BETTING CORPORATION

The New York City Off-Track Betting Corporation
(NYCOTB), located entirely withinm the City of New York, is
comprised of its five counties (New York, Kings, Richmond,
Bronx and Queéeens). NYCOTB operated 100 branches at the
beginning of 1990 and ended the year with 99 branches, One
hundred npnineteen simulcast operations were conduéted during
19390, Twenty—-two branches plus ‘two sinulcast theaters
simulcast races from the New York Racing Asscciation (NYRA)
at Aqueduct 4dnd Belmont. Thirty-three branches plus two
simulcast theaters handléd NYRA's Saratoga races during the
month of August. Twenty-nine branches plus two simulcast
theaters simulcast Finger Lakes on NYRA dark days. During
the month of August, 17 branches simulcast Finger Lakes on
Wednesdays, Fridays and Saturdays. Twenty-four branches plus
twe simulcast theaters dispiayed matinee races from Yonkers.
Thirteen .branches plus two simulcast theaters displaved
evening races from Yonkers. Sixteen branches plus two

sinulcast theaters displayed evening races from Monticello;

23 branches plus two simulcast theaters displayed Tuesday

matinee races from Monticello, and 16 branches displayed
Sunday matinee races from Monticello, On December 24th, 29

branches plus two simulcast theaters displayed matinee races
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frem Monticello.

NYCOTB is part of the downstate OTB region which also
includes the Catskill, Nassau and Suffolk OTB Corporations.
The regional tracks handled by NYCOTB are NYRA (Aqueduct,
Belmont and Saratoga), Yonkers and Monticello Raceways,.

In 1990, NYCOTB handled $811.1 million on thoroughbred

races and 8§150.4 million on harness races, for a total of

$951.5 million. This total accounts for 50% of the money
wagered off-track in .the State. Total corporate handle for
1990 increased by $10.7 million, or 1.1% over 1989. NYCOTB
ranks first in the State in terms of total betting handle.
Based .agn its total $§8961.5 million handle for 1990 (as
compared to $240.8 millioen in 1989}, NYCOTB generated the

fallowing:

1990 1589
Statutory Payments:
N.Y. State ' §14,390,930 $13,870,936
Bre-edets ' Fund 5, 563, 235 5,542, 113
Tracks (incl. contractual) 50,631,321 48,416,930
Total Operating Expenses 107,141,741 106,071,625
Percentage of Handle 11.1% 11.,3%
Net Farnings to Own Localities 5,080,463 4,678,764
Percentage of Handle 0.5% O.5%
Surcharge: _
Te Own Localities 36,023,895 36,420,426
To Localities OQutside Region 8,063,096 8,068,263

The total 1990 simulcast - handle for NYCOTE was

5377:8 million, which is 39,3% of total corporatée kandle.
This is .an increase of $14.6 million, or 4% over 1989.

The simulcasting of NYRA races into 22 NYCOTB. branches

and two simulcast theatérs (plus 11 more branches during the
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four-=week Saratoga  meet) showed a 1990 total simulcast
handle of S287 million (36.4% of total NYRA sales), an
increase of §1li1.4 million, or 4.3%7 over 19849. The daily
average simulcast handle was $37,130 per branch, an Increase
of §984 - or 2.8% over 1989,

The simulcdsting of Finger Lakes races into 25 NYCOTB
branches plus two sipulcast theaters for 55 days showed a
1980 total simulcast handle of $11.,6 million (46.,2% of total
Finger Lakes sales), an increase of S51.6 million or I15% over
1989, The daily average simulcast handle was 84,304 per
branch, a decrease of 85,752 or 57.2% from 1989, (This
resulted from an inmcrease of 20 additional dayvs of
simulcasting).

The evening harness progiram from Yonkers Raceway Iinfto
11 branches plius two simulcast theaters showed a 1390 tetal
simulcast handle of S$66.9 millien, a decrease of 811.7
millien, or 14.9%  from 1989, The daily average simulcast
handle was §16,482 per branch, a decrease of §2,569, or
13.5% from 1989,

The iIntermittent matinee harness program from Yonkers
inte 24 branches plus two simulcast theaters showed a 1990
total simulcast handle of 58,7 million, a decrease of
$100,000 or 1.1% from 1589, The daily average simulcast
handle was $8,396 per branch, a decrease of $44, or 0.5%
from 19835.

Therefore on a total Yonkers handle of $130.8 million,

875,6 million {57.8%) was gimulcast handle.
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The simulcasting of  matinee Harpess .races fronm
Monticello Raceway into 23 branches plus two simulcast
theaters showed 3 1980 simulcast handle of $1.4 million; the
simulcasting of evening harness races from Mopticello
Rdceway into 16 branches plus two simulcast theaters showed
a 1990 simulcast handle of 82,2 million. The combined

matinee and evening simulcast handle was $3.6 million (or

18.5%2 of total Monticello sales). This 48 4dn increase of

$2.9 million or 392% over 1989. (This resulted from a
dramatic increase in the number of Monticello Raceway
programs simulcast..) The daily average simiulcast handle
was 53,?97 Pér branch for matinees, and 510,517 for
evenings. The combined daily average simulcast handle was
86,272 per branch, an increase of $1,467 or 30.5% over 1589,

NYCOTB also accepted wagers on various out-gf-state
race tracks, [The Racing Law authorized OTB corporations to
accept wagers on out-of-state thoroughbired race tracks, when
the non-profit racing association (NYRA) is not condiucting
racing, In additiom, the Board may designate up to 15
thoroughbred and five harness races run outside an OTB
region as races of special interest, on which OTB may accept
wWagers. During 1990, NYCOTB adccepted wagers on six out—-of-
state tracks on NYRA dark days. Total handle for these dark
day tracks was §28 million, a decrease of $500,000 or 1.8%
from 1%83. Wagering was also conducted on 15 thoroughbred
races of special interest and one harness race of special

interest. The series of races known as the Breeders' (Crown
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(harness) was designated by law 4ds one race of special
interest. NYCOTB's handle totaled $9.6 million for the 16
special events, a decrease of $1.8 million or 15.8% from
1989. (Note: The Breeders' Cup was run in New York in 1990.)
All out-of-state wagering amounted to $37.6 miliibn for
NYCOTB, a decrease of § 1.3 million or 3.3% from 1989.

NYCOTB's contract with NYRA which expired on June JU,
1990, provided that NYRA receive simulcast contractual
payments hbased on a comparison of current handle against a
borough base from calendar yéar 1984, Payments were a
straight 4% of this daily increméntal simulcast net handle.
The simulcast theaters paid 6.5% inclusive of statutory
commissions on NYRA's daily net handle. Based on this
contract, NYCOTB paid NYRA $1.8 million for 1990 sipulcast
programs. Statutory payments based on simulcast handle
were $37.8 million for 1990, Surcharge revenue of S§28.6
million on NYR4 races was distributed by NYCOTSB.

A new contract between NYRA and NYCOTB was signed on
November 13, 1930, The contract runs from July 1, 1930
through November 30, 1993, For simulcast branches and
enhanced telebranches, NYCOTBC will ray NYRA §1 million per
year, in addition to statutory payments; 6.5% of daily net
handle for simulcast theatéirs; and $10,000 per year for B-
Mac decoders.

The céntract also contained provisions specifying the
number of simulcast branches allowed iIn each of the five

boroughs, as well as the numbeéer of enhanced telebranches and
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simulcast theaters allowed. NYCOTB also gained the iright to
shift simulcast locations, within the terms of the-CGntractl
should existing branches be closed,

Under its contract with Fanger Lakes, commencing
April 1, 1990 and concluding on March 31, 1991, NYCOTB paid
52,000 per day for each day it accepted Finger Lakes
simulcasts, in addition to statutory payments, NYCOTB paid
Finger Lakes & total of 564,000 in simulcast contractual
payments and $1.6 million in statutory payments based on
1990 simulcast handle. Surcharge revenve of 81 million on
Finger Lakes races was distributed by NYCOTB.

Under 1its five-year contract with Yonkers Raceway
(which expired June 30, }990),.NYCOTB had an ascending scale
arrangement whereby wagers placed afrter 7 p.m. were
calculated on a percentage of & predetermined handle figure.
In no event did NYCOTB pay Yonkers less than $750 Ffor each
evening of simulcasting, excluding Sundays. As a result of
this agreement, NYCOTB paid Ydnkers Raceway §312,000 in
simulcast contractual payments and $6.1 million in statutory
payments based on simuléast handle for 1990, Surcharge
revenue of $4.4 million on Yonkers races was distributed by
NYCOTS,

The propaosed new contrdct between NYCOTB and Yonkers
awaits final review and approval, The draft provides that,
during the period commencing July !, 1990 to and including
June 30, 1995, NYCOTB agrees to nmake statutory payments to

Yonkers, pius a fee of $340,000 per year for simulcasting,
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Paymernts made by NYCOTB to Yonkers for the period July 1,
1990 througsh the date the contract is signed, shall be
applie& to the first year's (7/1/90 — 6/30/91) $340,000.

Further, if the simulcast tax crﬂdit-pfovision'is not
extendéd to include simulcast theaters, then commencing July
T, 1891 and until such time legislation is enacted, NYCOTB
will pay 5335,000 per year for Yonkers' signals (inm
addition to statutory payments).

The dnterruption of various simulcasts, dtte to the
Catskill OTB/Yonkers dispute, temporarily increased handle
at’ some NYCOTB branches, particularly the four Bronx
branches closest to Yonkers Raceway. For example, during
the 20-day period after January 31, those four branches
enjoyed a collective handle increase of over $41,000 per
day. Handle increases continued for the duration of the
dispute,

This dispute dlso resulted in increased handle for
NYCOTB's telephone betting center. Moreover, an important
change occurred effective July 21, 1930, 4s authorized by
Chapter J46 oOF the Laws of 1880, NYCOTB, with the approval
of ‘the Mayor, suspended c¢ollection of the surcharge on
winning wagers placed through its telephone betting
accounts. Catskill 0TB, for example, believed that many of
its customers transferred their accounts to NYCOTE to avoid

the surcharge on winning wagers. Catskill's phone betting

‘handle dropped by more than 37%, with NYCOTB's telephone

betrihg handle the main beneficiary.
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NYCOTB's telephone betting handle for 1988 amounted to
$25.5 million, or 2.6% of total corporate Handle (31
billion}). In 1589; telephone handle totalled $23.4 million,
or 2.5% of total corporate handle ($940.8 million). In
1990, a record Qas set: total telephone bettin% amounted to
$29.3 million, or 3% of total corporate handle (S961.5
million). This was a huge increase of $§5.9 nmillion, or
25,2% over 1989,

The substantial increase in NYCOTB phone betting after
July 21, 1980 prbbably does not represent a permanent sqource
6f new handlée. Rather, it is mostly handle camnibalized Ffrom
adjoining OTB corporations, as well as from NYCOTB's own
regular branches,

NYCOTB paid no simulcast contractual payments to

Monticello for 1990. However, S! million was paid in
statutery payments based on simulcast handle for 18950,
Surcharge revenue of §$719,000 on Monticello races was

distributed by NYCOTB.

The State has granted its harness tracks and Finger
Lakes Race Track a tax credit (against the State's pari-
mutuel tax on handle), as an incentive for simulcasting to
OTB branches. Yonkers Raceway earns a I,5% tax credit on
simulcast handle, while the remaining harness tracks and
Finger Lakes Race Track earn a 1% credit on simulcast
handleé, The State Department of Taxation and Finance
initially reports that for the calendar year 1990 Yonkers

received $906,000; Monticello received $24,000; and Finger
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Lakes received 549,000 in sinmulcast tax credits. Therefore,
on & simulcast handle of $80.5 million, the varicus race
tracks received a total tax credit of §%9739,000 for
simulcasts to NYCOTB branches.

The simulcast vendors for both thoroughbred and harness
programs were paid a total of §1 million in 1990,

Income frem vending machines in seven hranches
generated $5,000., Program sales amounted to $116,000, with a
resulting net loss of 82,800 after expenses.

The year 19390 saw significant changes din NYCUTB's
corporate structure. Mayor Dinkins appointed Edward Lewis,
publisher of Essence Magazine, as thairman of the Board of
Directors for a term ending December 31, 1895, The Mayor
also appointed Louls Rappoport, an attorney, a5 a Board
member for an indefinite term.

The new Board then appointed Hazel Dukes as President,
General Manager and Chief Executive 8ffjicer upon the
resignation of Howard Giordano. Ms. Dukes has been a long-
term emplovee of NYCOTB.

New NYCOTB President Hazel Dukes appointed key
perscennel including David Vaughn as Executive Vice President
and Harry W. Scott, Jr. as General Counsel.

In addition to the abeove-mentioned new Board members
and key officers, NYCOTB experienced a major turnover of
department heads in the latter part of the year. Ms., Dukes
initiated a major reorganizatiosn and réstructuring of

héadquarters staff as well as retroritting branches, 1in
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order to achieve improved operations, greater cost-
efficiency and higher revenue.

During 1990; a number of criminal iIncidents were
reported by NYCOTB  including the following: on February
14, 1990, & Junior Building Custodian and two non-employees
were arrested at the NYCOTB branch at 152 West 42nd Street,

Manhattan, and charged In connection with the sale of a

controlled substance at the branch. The OTB enmployee

subseguently pleaded guilty to a reduced charge in court.
He was thereafter terminated from emplovment with NYCOTB as
a8 result of disciplinary c¢harges based on his conviction.

On April 2, 1990, burglars cut the alarm c¢able ‘and
entered the branch Jocated at 2795 Richmond Avenue, Staten
Island. They were unable to open the vault but did manage
to steal] thHe proceeds from a coin-operated vending machine,

and cause property damage to the premises,

On Sunday morning, July &, 1890, a knife assault

occurred in the public area of the branch at 2463 Broadway,
Manhattan, resulting in serious injury to the victim, and
the arrest of the alleged perpetrator. According te police,
this was the result of a personal dispute between two
acquaintances, which carried over from the street into the
branch.

On July 25, 1950, there was a mystérious disappearance
of §13,000. A deposit from the branch at 8621 5th Avenue,

Brooklym, received by the armored carrier, was never
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delivered to OTB's depository bank. Reéstitution was made by
the carrier with OTB su&taining a net loss of only $271.
On August 10, 1990, a kﬁifEHWiéldihg masked intruder

stale over 55,000 from the branch at 1318 Second Avenue,

Manhattan. On October 31, 1930, at the same branch, the

same alleged masked intruder took over 54,500 ads well as
three corporate. checks, each in the amount of 83,000. No
one has ‘been arrested for either crime, Fanatly, on
November 16, 1990, a masked perpetrator, fitting the sanme
previcus descriptions, robbed the branch again, this time ot
over §1,800. The paiice investigation of this crime was
closed without results.

On December 29, 19%0, an OTB security veRhicle w&as
stolen after Dbeing parked overnight on the street in
Woodhaven, Queens., This vehicle contained a set df keys for
every branch in the NYCOTB system, together with an
identifying indéx, which has not yet been recovered, This
incident necessitated a change ol locks for every branch in

the city., Investigation of this crime is still centinuing.

NYCOTB continues to seek ways ofF Improving branch
security, in view of the experiences in 1990, NYCOTB has
instituted enhanced security measures, It 1is also

reviewing its contract for security guards and considering
installation of ‘"glass block" which ‘supptsedly provides
better insulation, is graffiti—pruaf; and is extremely
difficult to damage or break. Security c¢oncerns remain high

6n the list of corporate priorities im fhe vear tg come.
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On .Auguét &, 1989, a new branch opened with a 25-year
lease on Williamsbridze Road, The Bronx. It replaced two
mearby small branches. This facility was intended.ta be an
enhanced telebranch., However, NYCOTB's contract with NYRA
did not provide for NYRA simulcasts te this new faéility. A
temporary soclution was agreed to on QOctober 28, 1%89. NYRA
races weére permitted to be simulcast on the first Floor
only, without any patron amepities. A final résolution to
allow simulcasting to the enhanced telebranch (upstairs
portion) wds vreached as a result of the 1990 contract
-between NYRA and NYCOTB. This enhanced telebranch officially
opéned on January 24, 1941, Patron amenities include an

elevator, comfortable seating, food, alcoholic and non-

alcoholic beverage service. NYCOTB chargsed a 83 admission

for this facility, Despite high hopes Hheld by NYCOTB fér
eventual success of this ‘tacility, the concessionaire

gquickly puileJ cut of the -agreement 1in February 1991,

NYCOTBC promptly requested permission ‘from the Bpard to

suspend admission fees during cessation of food and beverage
service. ﬁYCDTB is actively seeking a replacement
concessiondire.

A neéw facility known as '"The Winner's Circle" was
opened on Decembeér 4, 1989, on Hylan Boulevard, Staten
Island. This ~replaced an existing branch in the same
shopping mall. An attractive two-story modern Ffacility,
the "Wipnper's Circle'" has been leased by NYCOTB for ted

Yyedrs., It rcoensists of two distinct sectisis. One 18 a
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traditional OTB simulcast branch. The other is an enhanced
telebranch, with seating for 48 persons on the dining level
(including a bar), and theater-type seating tor 1UZ persons
on the ground floor,

NYCOTB, pursvant to Chapter 772 of the Laws of 19839,
applied for permission to charge a §2,.00 admission fee at
this enhanced telebranch. The Board approved the admission
fee when full food and beverage service (including alcohal)
became -available to the betting public.

The Board adopted a rule requiring restrooms in every
off-track betting facility unless good cause satisfactory to
the Board could be shown. NYCOTB's pdolicy regquirés the
installation of restrooms at all new facilities. By the end
of 1980, there were eight locations which had restrooms: the
two simulcast theaters, the 1twd new telebranchées and the
branches at 158 West 289th Street, Manhattan; 111-14
Flatlands 4venue, Brooklyn; 2795 Richmond Avenue, Staten
Island; and 87-16 Astoria Boulevard, Queens.

NYCOTB filed an application for waivers Ffrom the Board,
outlining plans to comply with the rule in the remaining
branches. It is probable that NYCOTB will request waivers
for a number of existing branches where space constrictions
would make it extremely difficult to ‘comply with the rude.
However, at many locations NYCOTB hopes tp install restrooms
within the coming year.

NYCOTB intends to coatinue taking advantage of more

stable business conditions created by Iong-tern simulcast
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contracts. It will continue to fcdonsolidate branches into
more modern, efficient and streamlined operatidns,

In addition to the construction of new telebranches at
110 Lafayette Street, and 517 Seventh Avenue, Manhattan,
management intends to¢ retrofit and reconfigure a number of
branches in the years to come, as well as cut costs wherever
feasible. By the end of 1891, NYCOTB will have new ticket-
issuing machines at many branches, as well as SAM'S (screen-
activated .idch nes). Improved capacity will also be
avallable to thée OpCen (0pe atlons Center) at headquarters,
resulting in better video displays of ovi15, updates, and
payoffs,

" NYCOTB rcontinues to seek legislative changes 1ifting
restraints on the number and location of branches where food
and beverages can be served, and explore the possibility of
legislation which would legalize betting on protessional
sports., NYCOGTB anticipates further streamlining of branch
operations and growth ol simulcast wagering 1in 1Y91,

NYCOTB'S INSIDE TRACK — 1990 UPDATE

NYCOTB's first simulcast theater, called the "Inside
Track", continuved to be profitable in 19390, This facility,
located at 1011 Second Avenue, in mid-Manhattan, has seatding
for approximately 150 people. It offers full restaurant
service Including alcoholiec béverages, The 5% surcharge on
winning bets on simulcast races 1Is not applicable at this
facility.. A $5 admission fee is charged.

During 1980, total handle was $43.8 million, a 81.4
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million increase or 3.3% over 1989. This is the largest
handle of any NYCOTB tacility. I'he aalgy average
thorcughbred handle was §88,391, a decrease of $1,697 or
1.9% from 1990, and the 1930 daily average harness handle
was $37,414, an increase of §735, or 2% over 1989, Total
paid attendance for 1990 was 61,523, an ipncrease of 1,323 or
2,2% over 1988, Per c¢apita thoroughbred wagering was 8769, a
decrease of 58, or 1% from 1989, and 5610 for harness, an
increase of §50, or &8.9% over 1553. Total per capitaﬁ
wagering was $713, an increase of 87, or % aver 1989 for
the Inside Track.

Revenue generated from the Inside Track amounted to 33
million to the racing industry, S$811,000 to the State of
New York and $1.9 million to New York City, Toetal revenue
from all 1990 admissions was S308,000, of which $12,700 was
paid iIn State admissien taxes, Total revenue from all
concession operations for 1990 at the Idside Track amounted
to $25,000,

The end of 1930 foreshkadowed a potepntially serious
problem in 1931 for continued success of NYCOTB's original
and most successful simulcast theater, the '"Inside Track."
Due to ongoing building demodition and new construction
adjacent to its premises, "Inside Track' may have to be
relocated in 1991, What makes this especially difficult to
accomplish is both the time needed to locate and lease a
site and obtain required approvals, In addition, there are

the logistics of new construction. Lastly, there is well-
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organized, highly vocal community opposition: they not
only oppase any new location for & theater, but they
continue to attempt to shut down all OTB branches 1in New
York City, as a '""blot on the community”.

NYCOTB'S SELECT CLUB - 1990 UPDATE

NYCOTB's second simulcast theater, called "Skyward -
The Select Club", is located at 165 Water Street in lower
Manhattan’'’s financial district, It accommodates 350
patrons, Alcoholic ‘beverages and full restaurant service

are available in a modern attractive setting. Track prices

are paid on simultast races, A S5 admission fee is
charged. Operating Ffor 3its third year, this facility's
hHarndle and attendanceée have reached new highs. Total

simulcast handle in 1990 was §$3%,2 million, a $6.,2 million
increase., or 18,.8% over 1989, The daily average
thoroughbred handle was §47,827, an increase of §17,672, or
22% over 1989. The daily average harness handle was $13,901,

a decrease of 83,937, wor Z2x from 1Ys9, Total paid

attendance for 1990 was 63,074, an increase of 13,074, or

26,1% over 1989, Per capita wagering for thoroughbred
races was 8651, a decrease of 824, or 3.6% from 1889, and
$436 for harness races, a decrease of 546, or 9,5% from
149839, Total 1990 per capita wagering was $624, a decrease
of 89, or :1.4% from 15989.

Revenue generated from the Select Club amounted to §2.7

million to the racing industry, $746,000 to the State of New

York and §1.3 million to New York City. Total revenue
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from 1990 admissions was .3315,000, an increasé of 365,000
over ‘19889, Of this figure, S$412,000, an Increase of 81,500
or 13.4% over 1989, was paid 1In Stdate admission taxes.
Total revenue from all concession operations &t the Select
Club amounted to §8,800 inm 1930,

In 1990, a long-standing problem camé to a head
regarding the, Select Club. NYCOTE won a Jjudgement against
the current concessionaire for arrears of aover §340,000 in
rent, the terms of which were contained in a lease signed in
13887,

The concessionairée stopped paying the 40% of profit
required by the. lease, and litigation between him apnd NYCOTB
ensuved. NYCOTB won a monetary Jjudgement, which still
remains uncollected, The City Shériff recently seized cash

register proceeds and bank books in an attempt to collect

part of the monlies owed. After one Sheritt's actien, the

concessignaire ceased serving ligquor and food. The entire
matter has attracted considerable media attention.

NYCOTB aggressively continues to seek a replacement for
the concessionaire, During the cessation of food and
beverage service, NYCOTB applied to the Board for permission
to reduce the admission charge from $5 to §3. THis request
was approved. Whether or not this continued service
disruption and litigation seriously affects 1991 handle
remains to be seen,

The continugus successful operation of both simulcast

theaters in 1991 is of utmost importance to NYCOQTB, Since
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both theaters' combined handle of 883.1 million in 1990
represents 8.6% of total handle, any djisruption in éervice
at elither facility or, even worse, a closvure for any period
af time, would seriously hamper NYCOTB's attempts to reduce
operating overhead and Iincrease revenuve for the City, State
and racing industry.

TRACK T0Q TRACK SIMULCASTING WITHIN NEW YORK STATE

NEW YORK RACING ASSOCIATION (NYHAJ - SARATUGA TO AQUERUCT

NYRA's 189890 Saratoga thoroughbred meet covered a 24-day
period between August 1 and August 27, 19%0. Thée 1990 toral
attendance for the simulcast dates at Aqueduct was 162,265,
compared to the 1989 total attendance of 160,298, an
increase of 1,967 or 1.2%. The total simulcast handle was
$29.9 million as compared to $§29.1 million in 1989, an
increase of $0.8 million or 2.8%. During this period, daily
average attendance was 6,761 (6,679 in 1989) and daily
average handle was 31r25 mnillion, a slight 1increase over
IBBQL.rESUIting in & $184 daily average per capita betting
($181 in 1989). During this peériod, Saratoga Racé Track's
on~track handle was 3$8%.,4 million, an 1ncreasé of 5353
million over the corresponding period in 1988, while the
total won-track atteéndance decreased 21,000, resulting 1in a
daily average df §3.7 million and 29,411 respectively.

NYRA'S gross pari-mutuel revenue was $5.6 million from
the Saratoga to Aqueduct simulcast apd §I171,000 from
admissions, concessions apnd newsstand sales, The State of

New York received $512,000 in tax revenue, as compared to
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$816,000 in 198%; the Thoroughbred Breeding and Development
Fund received 5149,000 compared to 5145,000 in 1989. NYRA's

horsemen received (as accrued purse obligations) S1.1

milliion, an amount identical to 1989. Since simulcasting

was from one facility of this franchised racing asscciation
to angother of its track rfacilitiés, mo contractual agreéement
was regulred,

A newly enacted provision of Chapter 346 of the
Laws of 18931, NYRA iIs required to pay the (aity o New York
1% of the total wagers placed at Aqueduct. Purswant to this
provision (Section 1011(bJ ot the Kacing Law), NYKA paia the
City of New York $54,000.

In 1990, NYRA's "profit" from simulecasting Saratoga to
Aqueduct was $2 million, In 1985, a statutory amendment
directed that simulcast profits be retained by NYRA rather
than thé New York .State Thoroughbred Racing Capital
Investment Fund. As -4 resulf, the simulcast profit, 82
million, 1is Iincluded in any other profit NYRA madé during
1390, and is thereby subject tao the State's franchise tax on

NYRA.

TRACK TO TRACK SIMULCASTING: NYRA - BELMONT T0 AQUEDUCT

NYRA's 1990 Belmont Fall meet was simulcast to
Aqueduct during an 18-day period between August 29 and
September 17, 19%0. The 1990 total attendance for +the

simuleast dates at Aqueduct was 41,898. The total simulcast

handle was $5;4.mi11i0n, Daily average atteéendance was 2,328

and daily average handle was $302,307, resulting in a $130
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daily average per capita betting. Belmont Park's on-track
handle was $42.2 million, a decrease of $4 million from

1983, while the total on-track attendance decreased 30,000,

resulting in a daily average of 82.3 million and 11,470

respectively.

NYRA'S gross pari-mutuel revenue was $1 million fronm
the Belmont to Aqueduct simulcast and an additibnal 870,000
in ancillary income Ffrom admissions, concessions and
newsstand sales, The State of New York received £157,000 in
tax revenue, the Thoroughbred Breeding and Development Fund
received f827,000. NYRA's horsemen received (as accrued
purse obligations) §202,000. Since simulcasting was from one
facility of this franchised racing association to another of
its track facilities, no contractual agreement was required.

In 1890, NYRA's “profit" from simulcasting ©Belmont to

Aqueduct was S1 million. In 1985, a statutaory amendment

directed that simulcast profits be retainéed by NYRA rather
‘than the New York State Thoroughbred Racing Capital
Investment Fund., As a result, the simdlcast profip, s8I
million is included in any other profit NYRA made during
1390 and is ‘thereby subject to the State's fran¢hise tax on
NYRA.

NYRA discontinued this simulcast as a result of low
attendance and high cost. In addition, reduced crowds at
Belmont cut into on-track enthusiasm, and NYRA hoped that

Agueduct patrons would return to Belmont,
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TRACK TO TRACK SIMULULAMIING: NINA I1U FLINUGER LARNLED ﬁHUB THACK

Finger Lakes conducted simulcasting on NYRA races far
110 days during the periods January I through April (2, and
December 5 through December 31, 1990, Finger Lakes Race
Track had an agreement with its horsemen's association In
12830 to. pay their purse account 1% from simulcasting_
Simulcasting on NYRA races was permitted before and after
the racing season. Finger Lakes horsemen received (as
accrued purse obligatioms) $105,000 compared to $56%,000 in?
1385,

As a réSuft, the 1930 total attendance was 47,219 (110
déys.), compared to 35,514 (88 days) in 1989, an increase pf
11,705 or 33%, Daily averagée attendance was 429 (404 in
1989), a 6.2% increase, The daily average handle was
581,662 ($66,971 in 1989), a 36.8% dincrease, Daily average
per capita bhetting rose to $180 from 5166 in 1989. The
total simulcast handle in 1390 was $8.9 million, as compared
to $5.9 million in 1989, an increase of §3 million or 52.4%,

From simulcast handle, Finger Lakes retained 5?76{000
and earned $§58,000 1in ancillary 1income from admissions,
concessions, parking, etc. New York State received $§186,000
I tax revenue, and the Thoroughbred Breedihg' and
Developmernt Fund réceived §45,000. NYRA received $648,000
pursuant to a contract which provided that Finger Lakes pay
7.5% of the similcast handle under $3.5 million, and 7% on
anything over that amount., In August 1990, a new contract

provided that Finger Lakes pay 6.5% of the simulcast handle
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to NYRA. NYRA provided the uplink and transmission of the
simulcast signal, while Finger Lakes was responsible for the

transmission of wagering data to NYRA,

Batavia Downs received 856,500 pursuant to a consent

agreement with Finger Lakes Race Track. That agreement
provided .Finger Lakes would pay 1,5% of the ‘total NYRA
simulcasting handle teo Batavia Downs. (This consent was Iin

effect in March and April of 1990.)

Finger Lakes reported a net profit of §262,000 from

NYR4 simulcasts.

TRACK TO TRACK SIMULCASTING: NYRA TO SARATOGA RACEWAY

Saratoga Raceway conducted 287 days of simulcasting
NYRA races during 1990, compared to 282 days in 1989. The
1330 total attendance. was 134,346, compared to 145,932 in
1983, a decrease of 11,586 or 7.9%. The 1890 total simulcast
handle was $19.8 million, compared to $18.Y million in 1989,
an dincrease of $0.9 million oar 5.2%. Daily average
attendance dropped from 517 in 1989 to 468 in 1990. The
daily average handle was 369,250 (§66,963 in 1989)., Daily
average per capita betting rose to 5148 from 5129 in 1589,
On-track harness handle decreased $2.4 million and
attendance decreased 32,435 in 1980. (omparisons of the on-
track  harness dates show a daily average 1increase in
attendance of 15, or a 0.7% increasé from 198Y, and an
increase Iin daily average handle of 8§2,413, a 1.5% Increase

over 1989,




Saratbga Raceway rvetained $1.8 million from its 1930
simulcasting of NYRA races, 1in additiom to $213,000 in
admissions and programs, Tax revenue to the State of New
York was $296,000, and ‘the Thoroughbred Breeding and
Development Fund received S§I100,000, NYRA received §1.4
million purswant to a contract which provided that Saratoga
Raceway pay NYR4A 7% of the First $10 million in handle and
7.5% on anything over that amount. This contract expired on
June 3@, 1990, A npew contract ror the period Juily 1491
through August 19393 provided that Saratoga Raceway pay NYRA
6,52 o all simulcast Handle.

Pursuant to & contractual agreedent, Saratoga Raceway's
horsemen received [,5% of NYRA sipulcast handle 4t Saratoga
for days when there was on-track harness.racingq If there
was no harness racing on simulcast days, horsemen did unot
receive any purse accruals. Saratoga Raceway's horsemen
received (as accrued purse obligations) the sum of $11%,000
in 1990 from NYRA's track to track simulcasts,

‘The Board estimates.Sararoga Racéway's profit from NYRA
simulcasts at approximately $380,000.

TRACK TO TRACK SIMULCASTING: NYRA YU YUNKEKD KALEWAY

Yonkers Raceway conducted 167 days of simulcasting NYRA
races during 1950, compared to 306 days 1n 19&¥. [f115 10SS
in éays. was due to the expiration of the NYRA/Yonkers/
Catskill OTB contracts on January 30; 1990, which ended the
NYRA simulcast to Yonkers Raceway., As a result, theré were

no NYRA simulcasts to Yonkers Raceway from Januwary 31, 1330
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through July 17, 1990, The 1980 total attendance was
331,000, compared to the prior year's attendance of 607,000,
The 1950 total simulcast handle was $56.4 million compared
to $105,8 million in 1989, ‘a decrease of $49.4 millionm or
46,7%. Daily average attendance dropped rrom [,98% in 1949
to 1,980 in 1990, a decrease of 0.2, Daily ‘average
simulcast handle dropped from $345,bb2 1n 148Y to $33/,636
in 1990, a decrease of 58,026 or 2.3%.

From the simuicast'handle, Yonkers Raceway retained &5
million and earned $425,000 1in ancillary income from
admissions, concessions and programs., New York State
received §1 millionm in tax revenue, and the Thoroughbred
Breeding and Development Fund received $282,000. NYRA
received $4 million pursuant to the g@ld contract which
expired in July and provided that Yonkers Raceway pay NYRA
7.5 of the total simulcast handle. The new contract
provides. that Yonkers Raceway pay 7% of total simulcast
handle to NYRA. NYRA provides the uplink and transmission of
the simpulcast signal, while Yonkers Raceway is: resp0nsible

for the transmission of wagerjing data to NYRA.

Pursuant to a contractual agreement, Yonkers Raceway

paid its horsemen 502 of the net revenué from wagering on
NYRA races when there was on-track harness racing. Yonkers'
horsemen rEC;i?ed the sum of §1.2 million (as accrued purse
obligations) in 1590 from NYRA's track to track simulcasts.

Yonkers Raceway reported a npét income oJf §1.5 million

from the simulcast of NYRA races.
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TRACK TQ TRACK SIMULCASTING: NYRA TO VERNON DOWNS

Vernon Downs conducted 112 days of simulcasting NYRA
races during 19390, compared to 138 days in 1989. The 1330
total attepndance was 18,093 compared to 21,675 in 1589, a
decrease of 2,582 or 11.9%. The 1990 total simulcast handle
was $2 million compared to $2.1 million in 1988, a decrease
of $100,000 or 4.9%., Daily average attendance rose from 157
in 1989 to 170 im 1990. The daily average handle was
518,273 (815,530 in 1989). Daily average per capita betting
rose to S$I07 from $99 in 1989,

Vernon Downs retained S1Y9s . 000 I rom irs: 1 9sy
simulcasting of NYRA races, In additiOH- to S523,000 in
admissrions and programs. Tax revenue to the State ot New
York was 531,000, and the Thoroughbred Breeding and
Devélopmeﬁt Fund received 510,000, NYRA received §139,000
pursuant teo & contract which expired on March 30,1991. It
provided that Vernon Downs pay NYRA 7.5% of simulcast
handle. That contract expired on June 30, 1990. 4 new
contract was entered into which provided that Vernon Downs
pay NYRA 6.5% on all simulcast handle.

Pursuant to a cantractual agreement, Vernon fowns'
horsemen received 50% of the net revenue from the NYRA
simulcast. Vernen Downs' Horsemen received (as acecrued
purse ohligations) the sum of $25,000 in 1990 Ffrom NYRA's
track to track simulcasts.

The Board estimates Vernon Downs' profit from NYRA

simulcasts at approximately 525,000}
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TRACK TO TRACK SIMULCASTING: NYRA TUO MONTICELLO RACEWAY

Monticello. Raceway conducted 89 days of simulcasting

NYRA races from September 19 through December 31, 19830.
This was the first year Monticello Raceway accepted the NYRA

simulcast. The 1990 total attendance was 15,795, a -daily

average of 177, The total simulcast handle was $1,7 million

for a daily average of 318,3?0. Daily average per capita

betting was 3106 in 1990, On-track handle decreaséed §2.8

million while attendance increased by 8,842 1n 19390. There
were 210 racing days in 1989, compared to 230 racing days in
1990, Comparisocns by ddte show on-track Hharness rdcing's
daily average declined by 79, a 5.2% decrease from 1989, and
a decline in daily average handle of 5,037, a 2.5% decline,

Monticello Radeway retained $166,000 from its 1990 NYRA
simulcasts, apd earned $27,000 in ancillary dncome from
admissions, concessions and programs. Tax revenue to the
State of New York was $27,000 and the Thoroughbred Breeding
and ’Deveiopment Fund received $8&,500. NYRA received
$110,000 pursuant to a comtract which providéd that
Monticello Raceway pay NYRA 6.5% of the simulcast handle,
This contract expires on January 206, 1882,

Pursuant to a contractual agreement, Monticello
Raceway's horsemen receive $42,000 or 2,5% of the gross NYRA
simulcast Handle as accrued purse obligations in 1990,

Monticello Raceway reported a gross profit of $41,000.

-182-




TRACK TO TRACK SIMULCASTING: NYRA TO BATAVIA DQWNS

Batavia Downs Co&dutted 23 days of simulcasting NYRA
races from December 5 through December 31, 1530. This was
the first year Batavia Downs displayed N¥YRA simulcasts.
The 1890 rotal attendance was 742 for a daily average of 32.
The total simulcast handle was $124,000 for a daily average
of $5,400. Daily average per capita bettipg was S167. On-
track handle decreased §226,000 and attendance decreased
17,641,

Batavia Downs retained srz2,go00 from its 1990
simulcasting of NYRA, and earnmed S$Sb5U 1n ancrilary income
from admissions, concessions and programs. Tax revenue to
the State of New York was 82,000 and the DThoroughbred
Breeding and Develdpment Fund received 5600, NYRA received
$8,000 pursuant to a <dontract which provided that Batavia
Dawns pay NYRA 6.5% of the simulcast handle. This contract

expired on February 25, 15991,

TRACK TGO TRACK SIMULCASTING: FINGER LAKRES TGO BATAVIA DOWNS

Batavia Downs conducted 21 days of simulcasting FLRA

races from May 5 through May 28, 1950, ‘The 1930 total

attendance was 1,000, The 1990 total simulcast handle was.

$119,000, Daily average attendance was 48; daily average
simulcast handle was 85,680,
From the simulcast handle, Batavia Downs retained

$§15,000 and earned 890 IiIn ancillary income from admissions,

concessions and programs. New York State received 82,360 in
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tax revenue, and the Thoroughbred Breeding and Development
Fund received S$600. FLRA received §7,300 pursuant to a
contract which provided that Batavia .Downs pay FLRA 6.5% of
the total simulcast handle. FLRA provided the uplink ‘and
transmission of the simulcast signal, while Batavia Dowiis
was responsible for the transmission of wagéring data to
FLRA,

Pursuant to a -céontractual agreement, FLRA paid its

horsemen 50% of the wet revenue from wagering on Iits races

te Batavia Downs, FLRA's horsemen received the sum of

$3,600 (as accrued purse obligations) in 1990 Ffrom FLRA's
track to track simulcasts.
Batavia Downs reported a net income of §1,700 from

the simulcast of FLRA races.

TRACK TO TRACK SIMULCASTING: YONKERS RACEWAY TOQ VERNON DOWNS

Track to track harness simulcasts took place betweéen
Yonkers Raceéway and Vernon Downs from January 2 through
March 31, 1990 and November 14 through December 29, 1990
year by year, pursuant to a letter agreement. Vernon Downs
conducted 112 days of simulcasting Yonkers compared to 44
days in 1983, The total attendance was 10,946 <{(compared
te 3,658 in 1989) and total handle was §1.3 million
($440,000 in 1989), Daily average attendance was 98 (83 in
1989) and daily average handle was §11,557 (810,000 in
1989), Daily average per capita betting was $118 (8120 in

1989),
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ThiS'simultasc.was ¢onducted when Vernon Downs was not
racing. Yonkers' horsemen received 528,000 (as accrued
purse opbligations), which was half ‘ of Yonké&rs'’ 5%
contractual share of the handle. Vernon Downs' horsemen
received $33,000 which was half of Vernon Downs' profit from
the Yonkers simulcast; Vernon Downs retained the othér half.,

TRACK TO TRACK SIMULCASTING:
BUFFALO RACEWAY TQ BATAVIA DOWNS

The first track to track harness simulcast in western
New York took place between Buffalo Raceway and Batavia
Dewns from May 11 through July 28, and December 5 through
December 2%, 1990. Batavia Downs conducted 47 days of
simulcasting Buffalo races during these periods. The total
attendance was 7,968 apd total handle was §816,000. Daily
average attendance was 126 and daily averdgze handle was
812,351, Daily average per capita betting was S102.

From simulcast handle, Batavia Downs reétained 596,000
and earned §5,000 in ancillary income from admissions,
concessions, parking, etc. New York State received 516,800
in tax revenue and the Agriculture and New York State Horse
Breeding Development Fund received 3$8,200. Buffalbo Raceway
received 553,000 as the sending trackls}share.of commission
and breakage and the horsemen received 50% of that amount as
acecrued purse obligations.

This simulcast was conducted when Batavia Downs was not
racing. Batavia Downs' profit for the Buttfalo simulcast was

547,000, None of this amount was shared with its horsemen as
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there was no contractual provision for Batavia to share as

the receiving track,

TRACK TO TRACK SIMULCASTING:
BATAVIA DOWNS TO BUFFALD RACEWAY

Track to track harness simulcasting took place between

Batavia Downs and Buffale Raceway from October 5 through

Decembey 1, 1990. Buffalo Raceway conducted 40 days of

simulcasting Batavia races during this period. The total
attendance was 12,065 and totald handle was 81,3 million,
PDaily average attendarnce was 301 and daily average handle
was §33,263., Daily average per capita betting was 5110,
From simulcast handle, Buffalo Raceway retained
$149,000 and earned $15,000 in ancillary income from

admissions, concessions, parking, ete. New York State

received $29,000 in tax revenue anhd the Agriculture and New

York State Horse Breedipg Development Fund received 513,300,

Batavia Downs received 893,500 as the sending track's share

of commission and breakage., The horsemen at Batavia received
508 of that amount as accrued purse obligations,

.his simulcast was conducted when Buttalo Raceway was
not racing: Buffalo's horsemen received §13,000 (as accrued
purse obligations), which was % of the gross handle at
Buffalo Raceway.

Buffalo Raceway's profit from the Batavia simulcast

was $§73,000.
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SIMULCASTING OF NEU YORK RACES TO UrHeH JUKISUILILIUNS

CONNECTICUT OFF-TRACK BETTING

Off-track betting on New York State racing began in the
State of Connecticut on April 29, 1976, at 1 off-track
betting branches. Agreements were sSigned with the New York
Racing Association (NYRA}, Yonkers Raceway; Roosevelt
Raceway, ‘American Totalizator (AmTote) and the State of
Connecticut. These agreements were appreved by the New York
State Racing and Wagering Board.

On October 20, 1979, the New Haven "Teletrack" began

simulcasting New York races into its facility urder terms of

the agreements. The Teletrack, a theater-like facility,
charges admissian, affords seating, foed service, odds
boards, programs dnd a dining room. A 24' by 32' projection
screen, as well as many monitors display 5sSimulcasts trom
NYRA NWedneésday through Monday and Yonkers Monday throtgh
Saturday. A concessionaire 4t the Teletrack operates ‘the
food and beverage service, which ranges from hot dogs to
full course meals. Alcoholic beveragés are available. This
facility accommodates approximately 2,300 people.

Total 19%0 handle din the State of Connecticut was
$195.5 million. Of that amount, $§152.6 million was wagered
on New York races: $122.6 million on NfRA;_$23}9 million on
Yonkers; and 876,000 at Monticello. Because of a change in
its computer system, Counnecticut encountered difficulties in

furnishing ‘specific information for the Teletrack and
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individual .branches, Therefore, comparisons between New
York State and Connecticut OTB branches for 1990 cannot be
made.

AmTote, a division of General' Instrument, owns and
operates the Teletrack and leases the off-track branches.
The State of Connecticut hires and pays the pari-mutuel
clerks, security and -maintanahce personnel. AmTote paid

approximately $412,000 for transmission fees in 1990,

Pursuant to an agreement between Yonkers Rdceway and

the State of Connecticut, C(onnécticut pays a 5% ¢commission
on regular and multiple wagers and 7% on exotic wagers, In
1990, Yonkers Raceway received $1.6 million under this
agreement. NYRA has a separate contract with Connecticut,
with different commission rates. In 1990, NYRA received
86,7 million in commissiens from Conpecticut.

AmTote received approximately 4% of the anauval
Conneecticut Haridle throuzh April {, 19%0U, when that contract
expireé. While a new contract is being negotiated, AmTote
15 being paid-on a cost=-plus basi&, with the "plus" varying.
I'n 1930, the State of Connecticut paid AmTote §10,1 million,
an increase of S2.1 million over 1389,

Connecticut OTB has live «calls in 10 of 1its 14
branches. These 4are located 1in Bridgeport, Meriden,
Waterbury, Bristel, New ‘London, Torrington, Killingly,
Norwalk, Norwich and West Haven. Only Torrington and West

Haven offer updated odds,
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On New York dark days, Connecticut accepts wagers on
races run 1In other states. Until 1987, when a dispute
between the horsemen and the wmetropolitan area ‘harness
tracks. disrupted -simulcasting, there was no simuicasting

inty the Teletrack on a regular basis except from New York

State.

Monticello Rareway simulcast to the State of
Connecticut on one day during 1890, Simulcast handie wdas

§76,000 on that day. 4 contractual agreement between both

parties provided that Conpecticut OTB pay Monticello Raceway

a 4% commission oh regular and multiple wagers, and 6% on
exgtic wagers. Monticello Raceway's commission from
Connecticut wagering was 53,200, which was equally shared
between thé track and its horsemen,

During 1990, <Connecticut OTB simulcast thoroughbred
races from the Meadowlands into both Teletracks. These-
races are displayed by means of a split.;creen, with Yonkers
and the Meadowlands shown simultaneous!y. 'This resulted in
handle of $9.6 million. Garden State Park and Atlantic City
Race Track, together with harness racing trom the
Meaddowlands, were also shown on evepings when Yonkers was
closed,

Connecticut opened the second Teletrack, inm Windsor
Locks, in October 19390. This facility is about Half ‘the.
size of the original Teletrack and offers the 5same
amenities. No handlé Information Is available for this new

facility.
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Connecticut law currently restricts the Teletrack's
poperations to six days a week, This is usually accomplished
by closing on Tuesday in the daytime@ and gn Sunday night.
Huowever, the days and nights of closing may be changed to

other days as long as the total does rnot exceed six days,

NEVADA
In June 1989, NYRA and Caesars Palace of Las Vegas,
Nevada, renewed their agreement to simulcast NYRA racing to
the race book in Caesars Palace Hotel,

This agreement gave Caesars the exclusive rlght to the
signal in the State of ~Nevada including the right to
disseminate the sigmal to ather locations in Nevada. There
are presently 48 Iicensed race bgooks receiving tﬁe NYRA
signal in Nevada,

This contract runs through Decembeéer 31, 1332 and calls
for NYRA to assume€ all trarsmission costs. Tn 1990, Caesars
Paldce paid a fixed fee of $6,500 per day. This 1is less
than the maximum fee authorized by the State of Nevada.
NYRA received $2 million under this agreement in 1990, while
expending 5306,000 in transmission costs,

In 1990, there was simulcasting of Yonkers Raceway
harness vraces to several hotels in the State of Nevada,
Yonkers Raceway received 830,000 and its horsemen received

balf that amount.
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INTERNATIONAL SIMULCASTING

In November 1988, fhEre was a technical amendment to
Section IO&é(b).af Title 18 of the United States Lode, which
expanded the definition of permissible areas for the
transmission of wagering information to dinclude foreign
countries, NYRA entered into an agreement with Caliente

Race Track and five affiliated Mexican race books to

simulcast NYRA races daily. Caliente Race Track agreed to

pay NYRA $1,350 per day., In 1990, Caliente paid NYRA
§$259,000 under the agreement,

NYRA beganm Simulcasting selected graded stakes to Hipe
Camadian race tracks during 1989, During 1990, total handle
on those races was 56,1 million,' of which NYRA received
SJOSQOOO, The horsemen were paid S152,000 (as accrued purse
obligations).

In addition, NYRA began simulcasting its races into
various race book locations in the Caribbean. During 1990,
NYRA received a daily fee of 850 per race book for a total

of 876,000,

SPECIAL EVENTS
On numerpus occasions, New York stakes and feature
races-aré simulcast to various out-of-state tracks. .Tbese
simulcasts are the subject or specially negotiated
agréements; approved by the Board on a case oy case pasis.
These agreements must comply with the provisions of the
federal Interstate Horseracing Act of 1978 (43> U.S5,C,

Section 3001).
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NYRA simulcast selected races during_iﬁﬂo te 78 ocut-of-

state ‘tracks, The guest or receiving track pays all charges
to receive the race and pays NYRA varying rates of retained
commission of the total fari-mutuel handle on that race,
‘The totad handle was $81 million, of which 84.4 million was
paid to NYRA. The horsemen were paid $3 million (as acecrued
purse obligations) and the Néw York State Thoroughbred
Racing Capital Investment Fund received $1.5 million.
Similarly; Yonkers Raceway simulcast a few of jits feature
races to three out-of-state tracks, The handle on these
races was §550,000, of which S§13,500 each was paid to

Yonkers and its horsemen.
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INTERFACING OF OTB WAGERS WITH TRACKS

By law, all off-track betting wagers must be combined
with comparable on-track wagers to cohstitute a Single
statewide pool for in-state races. Without this
requirement, pari-mutuel wagering off-track would résult 1in
differing pay~-off prices on the same winning selections,
Among the six OTB corpqrations-and nine potenfial simulcast
tracks there could be up to 15 vwvarious pay—aff prices
throughout the State on each pari-mutuel pool iIn eacﬁ race.

Legislative policy directs uniform statewide pay-off prices

.and to make this possible, 41l on-track and off-track

wagering pools are required to be combined through a process
called "interfacing".

Each track in the State maintains a separate computer

system to issue and record wagers made at the track. { The

actual betting system is maintained and operated by
specialized vendors, and at present, one vendor, Autotote,
has three track operators, while another vendor, Amtote, has
the other six tracks.)

In addition to the tracks* systems, off-track betting
is conducted by separate ottf-track wagering systems. Nassan
and Suffolk OTB regions share one system {(under contract to

Autotote), New York City.and the Latskitl UITB regions share

another system (under contract with Amtote) and Capital and

Western OTB regions.’' computers are headgquarterea an

Schenectady (upnder contracts with Contraol Data Corporation),.
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Through 1984, in order to 4dccomplish the necessary
interfacing to combine off-track and on-track wagers,
complicated and cumbersome techniques were employed. In
general, New York City OTB acted as the agent to gather all
off-track bets tovgether (through yet another separate
computer sy tem). After it had gathered all the OTB systems
(which took from ur to six- minutes foar regular and
multiple pools, ‘longer tor exot: poociss, 1t then
transmitted .the consplidated OTB data to the applicable
track (anpther'rwo mingutes). A5 a resutt, substantial {ast
minute betting time was Ileost at OTB branches, (In someé
locaticons, regular and pultiple wasgering was stopped Trom
seven to teéen mimutes before the race,) These delays were
barely tolerable for regular non-simulcast OFB betting,
They were especially detrimental for simulcasting since they
took away from the "live" quality of betting and removed the
display of last minute odds fluctuations, the most
meaningful betting information, from consideration by the
bettors.

In the past few years technological advances have made
dfamatic- improvements an the intertacing procedures.
Through a  new process the three separate OTB computer
systems no longer have to feed into Neéew York City OTB's
system ta be sent to the metrépolitan tracks (dqueduct,
Belmont, Saratoga, and Yonkers). Now each of the thrée OTB
systems sends its data directly into thesé trdacks, virtually

simultaneously, and is able to offer OTB regular betting
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pools bp until &liost one minute before the race, thereby
substantially increasing last minute betting time, Last

minute OTB betting on the races of other tracks in the State

has also been improved. The metropolitan off-track betting

corpérations ¢an now similarly interface with the upstate
tracks, such as Finger Lakes.,

Delay In effecting OTB pay-offs alsa has been
substantially eliminated. While off-track pay-off prices
are opegged tp on-track ‘prices, the OTB's, except at
simulcast theaters, must deduct the statutory Ssurcharge and
enter the prices 1in their respective systems, but these
delays have been eliminated and OTB prices are posted almost
simultaneously with on-track prices.

Accordingly, the time for "churning' (i.é., the

‘tendency of winning bettors to bet on the next race) has

been increased. While ultimate last minute betting still has
not been achieved the delqy in cashing OTB winners appears
to have been overcome.

The display of odds at OTB branches, however, is still

a problem, Win pool odds can be displayed with a 1> second

delay, but the display of current daily double, exacta and

quinella odds is still inadequate.

The study by the Legislative Commission on Science and

Technology has addressed these ﬁrpblems and odffered

recommendations, which hopefully will be followed up by the

industry.
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INTERFACE TECHNIQUES AMONG TRACKS

The problem of connecting differént pari-mutuel on-
track systems has been a  matter of some concern 1in
implementing track to track simulcasting, The law requires
that all bets be combined at the Sending track to 4dssure
uniform odds and uniform winning pay-off prices statewide.
Becduse the receiving tracks want to offer their bettors the
opportunity to view current odds and to place their bets up
to the wvery last second before the race starts, the tracks
that receive simulcasts on a regular basis do not utilize
their own on-track pari-mutuel systenms, Instead, the
computer vendor at the NYRA tracks (" Autotote"), furnishes
'tbese tracks with Autotote ticket Jissuing machines which,
using computer Umodems'ﬂ: are connected directly ifnto the

NYRA computer by telephone..

While no betting IiInformation is dccumulated at such a

track receiving the NYRA simulcast {(the data being recorded
solely in the NYRA track computer) each track 1is furnished
with terminals from which it can output, at the receiving
track, much of the same iInformationm it wcould produce from
its pwn computers on Its ogwn races, This service by NYRA is
included in the contractual compensation charge to rﬁe track
for simulcasting.

This type of simulcast betting interface protocsol is

relatively expensive and vulnerablie to telephone 1line

disruptions.
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In addition, because special ‘telephone lines are
usually employed which must be <contracted for well in
advance, and the terminals used are moved tg other locations
when not in use at a receiving track, this method inhibits
the occasiognal simulcasting of NYRA .races by .in-state

tracks, the use of feature races from other in-state tracks

-by NYRA or Gdther tracks, as well as the statewide

interfacing of out-of-state speecial thoroughbred oir harness
races. The Board is hopeful that the State'’s tracks can
simplify the track to track interface system so that their
tote computers can "spéak"” to each other and easily transmit
their bets from the receiving track's computer systems to
the sending track's system and permit the sending track's
system tgo transmit back the odds and prices to the receiving
track’'s system for display to the public.

During 1388 and 1989, some progress toward this goal
was made when several Harpess tracks attemptéd to take the
Breeders' (rown series of harness races. Usimg Batavia
Downs as the site of the statewide iIntéerface tracks with the
same totalizator equipmeéent were able to effect a practical
interface., However, Saratvga Raceway, which has a different
vendor, discontinued 1its simulcasting of those events
because of the delays required in its interfacing with the
computers at Batavia.

Presently, Finger Lakes has the ability to take bets on
its own system and transmit the totals to NYRA for the

Rentucky Derby, Preakness and Breeders Cup. The display of
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odds and prices from NYRA 15 accomplished over a separate
telephone Iine using special video equipment. This
methodology appears satisfactory and, hopefully can be
expanded to enhance the ability of all the tracks to engage

In special events simulcasting.
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TRANSMISSION AND SECURITY OF SIMULCAST SIGNALS

The secure transmission of audido-visual signals in New
York State is accomplished by the following means:

SATELLITE - 4 television signdl 1is sent from an "earth
station'" (uplink) to a spécitic transponder (channel} on a
designated satellite. The transponder reflects the signal
back to earth Iin a huge "footprint”  patterm, The average
footprint covers the continental United States as well as
parts of Ganada, Mexico and the Caribbean, Un tne ground,
the signal is picked up by a dish-shaped antenna
(downlink/dish). In order to prevent unauthorized
recipients who have dishes from being able td receive d4and
display the sound and picture, all racing television signals
emanatiityg from within New York State are encoded priscr to
being beanmed to a satellite. The erncoded signal contains
an encrypted addressing system that activates only
specified, authorized decoders,

Since June 1983, the NYRA daily racing program has
been available on a satellite system. From June 1983, until
July 1986, the "Orion"  encryption system, manufactured by
Oak Industries was utilized, In early 1985, Board
personnel recovered a stolen decoder that had been adapted
in such a manner that it was copnstantly addressed.
Accordingly, it could be used to decode any satellite signal
that employved the Orion system. Immediately .after the
recovery of this "bandit" decpder, the Board notified the

manufacturer, all simulcast vendors and sending tiracks of

~199-



the security breach, Early in 198b, information was
received by the Board that npumerous bandit (rion decoders
were being sold in the New York City area, All concerned
parties were notified of this development.

By July 1986, NYRA had contracted with a new encryption
manufacturer, Scientific-Atlanta, to fulfill its
encoder/decoder needs, Beginning with its Saratoga meet in
August, NYRA encrypted its signal with Scientific-Atlanta’s
"B-Mac" system. It is interesting tov note that
Iimmediately after changing to the B-Mac system, numerous
telephone calls were received from around the country
complaining that the NYRA signal could no Ibnger be decoded.

NYRA transmits its simulcast signal utilizing an earth
station located In the backstretch of Belmont Park. The
Lproperty on which the earth stataiogn 18 built was leased from
NYRA by Cablevision Program Services Company  and
Cablevision of KWestchester 1n an agreement s1gned on
Seytember 26, 1978, .and amended on October 10, 1978. A
seécond amendment signed on Septeémber 5, 1980, transtfers and
assigns the above lease to Atlantic Transport Company.

The above agreements permitted the tenant to build a
transmitting and recéiving earth station consisting of two
ll1-meter dishes (transmitter antennae) and a microwave
system on the grandstand roof to be connected to the earth
station, A third dish has been added as per the amendment

of September 15, 1980,
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Under the agreements NYRA may receive, free of charge,
any programming received by the tenant at the earth station,
This tenant must provide to NYRA all necessary transmission
time at published common. carrier rates.

In 1989, all other race tracks in New York State
cogverted to the B-Mac system. The major simulcast vendor,
pursuant to direction of the Board, undertook this project
to help maintain a minimum level of signail security for the
Empire State's racing simuleasts,

During 1990, the New York City Police Department in
coeperation with the Security and Investigations Unit of the
New York Racing Association, Inc., and the Board continued
investigations Into the unauthorized receipt of racing
signals. These investigations led to several arrests
at twg locations, At these locations {one in Brooeklyn and
the other in Queens) bandit B-~Mac decoders were recavered.,
These bandit décoders contdained a '"cloned" or duplicate
computer chip which enabled the unauvthorized sites to
display simulcasts from New York's thoroughbred and harness
tracks. NYRA has systematically tested Iits system to
determine if sites 1in other areas both inside and outside of
New York State were receiving (he signal. No such reports
were received, NYRA, in conjunction with the manufacturer,
Scientific-Atlanta continues research and testing In a
continudus effort to improve the security of dts simulcast

signal,
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TERRESTRIAL MICROWAVE - A television signal transmitted

point-to-point (line of sight). Depending on topography,
this signal will travel only 25 to 40 miles before It nmust
be amplified and rEtraﬁsmiftéd. In order to go long
distarces, this signal is directed over & string of
microwave towers until it reaches its destination.

This method of tranmsmission has certain drawbacks from

a security point of yiea. Unless the system is privately
cperated, the transmission cannot .be encoded. _Publjc
carriers, such as KWestern Union apd AT&T (which forward

telephone vcalls in this wmanner), will not permit the
encoding of transmissions. Thereforfe, terrestrial microwave.
signals from New York tracks are not encoded, with the
exception of NYRA's microwave feed from Aqueduct to ‘the
garth station at Belmont on its private coded system.
Another weakness of point-to-point transmission is that it
may be intercepted along the path of the signal.

MULTIPOINT DISTRIBUTION SYSTEM (M,D.S.) - Broadcasts in

a widé oval from the point nf'transmission, Depending on
the height and wattage of the unit, the signal can travel
100 miles without loss of quality. In New York State, this
syétem is used only by Capital OTB as a back-up system for
its cable television station, within the Albany area.

CABLE T.V, - Shielded coaxial cable used to carry the
signal from the source to each designated receiver, This
method of distributing a television signal is used primarily

35 an in-house system for a track to feed its monitors via
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Closed Circuit TV (cerv), or by a local cable conmpany
(CATV) to service its subscribers,

New York C(City OTB (NYCOTB) uses a franchised cable
company to service some locations in Manhattan. NYCOTB
and its franchised cable comﬁany installed a <cable
encryption system 1in 1986, This system, manufactured by
Zenith, uses an addressing system to activate only specific
decoders in OTB branches. Since 1987, there have been
confirmed reports of unauthorized reception of tHis signal.

Capital OTB owns and operates a franchised cable
company that produces TV-12, This station carries the
“live call" of races while the scréen digplays only odds and
prices to cable TV subscribers as well as opther cable
companies.

For one night in November 1989, TV-12 carried a Iive
telecast of the entire Saratoga Raceway harness program. into
homes and offices throughout the Capital District region via
cable television. In addition to showing that night's full
card of  harness races, feature  Jpresentations such as
interviews with track personnel, background intormation and
handicapping commentdry were included in the broadcast.
This unique experiment was a Jjoint effort of Capital
District Regional OTB and Saratoga Raceway. The revised
simulcast legislation prohibits such telecasts with a single
eXception. Only one experiment is allowed, which must be
concluded by May 15, 1591, In Marech, Capital OTB and

Saratoga Raceway agreed to conduct such an experiment. The
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Ra¢ing Law requires that the Bgpard report to the Governor
and the Legislature within J30 days of ‘the end of the
expe:iment.' Accordingly, Capital OTB and Saratoga Raceway
have been directed to provide relevant statistical

information to the Board to assist in meeting the statutory

mandate.,
It is simple and Iinexpensive to steal cable
programming, 1f access can be gained to the cable. Since

1985, when such a theft was discovered in New Lebanan, New
York and succ95§fully prosecuted. by Board perschnel, no
other breach of this systém-haS'been detected.

I'n December 1990, a cable systems operatdr 1in ;he
Albany area, Incopnjunction with Capital O0OTB sought tao
display a live gudic-visual signal of the thoroughbred
races rup at Calder Race Track in Florida on Tuesdays (the
traditional NYRA dark day). This cable system claimed that
it_sought-this_signa} as a commercial entertainment vernture
which had no direct connectidn:with any wagering actfvity.
The Board (whith has no jurisdiction over a cable operator)
difected'Capital OTB neither to (1) display the audio-visual
signal of this commercial broadcast inm its branches; and (2)
accept wagers via telephone betting accounts on such races.
The Board took this adction, based upon the expressed Iintent
of the legislature regarding in-home simulcasting (Section
1003(1) of the Racing Law). It should be noted that with
the imposition of this restriction on Capital 0TB, the races

from Calder Race Track were braadcasﬁ_fur only one day.
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DEDICATED LINE (LAND LINE) - '"Hard lide" system

usually leased from the local telephone company to carry

programming from the sgurce to specific atthorized

locations. All OTB regions use this system to sSome dEgrEe,
Security is difficult because the system can be tapped
easily, There have been Iinstances of tampering in the
past, but due to successful prosecutions and the notoriety
they received, there have been no reports of this problem

since 1987,
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ADDITIONAL BETTING FROM SIMULCASTING

The major goal of the  simulcasting legislation
beginning in 1984 was to increase betting, resulting in
increased revenues tov everyone, greatér than the additional
costs to deliver simulcasting. It was intended that these
additional revenues more than offset iosaes resulting from

cannibalization, i.e. business shifting from ©off-track

betting corpordtions to nearhy tracks doing track to track

simuledsting or, from race tracks conducting racing to off-
track betting Or track to track betting operdtions offering
simulcasting on these races.

Many Impondérables arose in attempting to establish
what portion of the total betting -at a lecation was
additional betting due to simulcasting, and what portion was
betting which might regularly occur there or at another
location. Tracks receiving simulcasts were taking wagers

on this product for the first time and so the total betting

for pari-mutuel handle) on simulcast races held at a track

some distance away could have been said to be entirely due
te simulb&SEing. floweveér, even this betting couild have
been, gand to a substantial extent, seemed to have been
cannibalized from adjacent off-track betting areas, or from
the regular on-track betting at:- the track on itsS own races.
Even future betting at that track seemed o have been
reduced due to the drain on total available leisure time

betting money from the area population,
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Determining the incremental betting fronm simuicasting
at off-track betting corporations was 'eéven moré complex,
since there was already established ﬂbEtting..on Such races
without simulcasting. The proximity ot non-simulcast
branches to -a &simulcast branch may have cauUsed business to
shift from those branches to theé -simulcast branch (0TS
capnibalization)}., Further, if tracks Ilocated in an UTB
region were conducting track té track simulcasting,
simulcasting at OTB  branches, while seeming to be
disappointing, may really have been :sucbessfui, In that
their simulcasting stemmed a greater shift of business to
the nearby track with track +to track .Simulbasts, 1.8.
Capital's simulcast theater vis-a-vis Saratoga Rdceway.

Legislation enac¢ted ip 1384 guaranteed that horsemen
would receive & portien of the OTB simulcast revenues, angd
established a measure for determining incremental OTB handle
from simulcasting. The O6TB corporations ¢omplained that the
statutory method of computing incremental handlé (basically
the increase in a simulcast branch's weekly handle above the
average week when it had na‘Simulcasting) was uUnrealistic
since the formula did not take into account cannibalization
from other branches, Because of this, OTB claimed that
since it had to pay larger commissions. to -the tracks for
already established business, OTB was actually losing money
through simulcasting.  (New York City OTB claimed it lost
almost &§500,000 on Roosevelt Raceway simulcasting in a

three— month period in 1984 alone.)
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In 1985, the Legislature amended this formula and
dropped mandated allocations of OTB simulcast handle to the
race tracks or 3Iits purses, (In subsequent Ilegislation,
statutoyy recognition or purse allccations was restored.)

It rhereby abandoned any  attempt to define IiInmcremental

handle legislatively and left the parties rree tu negotiate

such tompensation.
Historical computations have shown large Variations

among branches due te live audio race c¢alls, closer to post

time betting, more up to date odds changes, opening and

closing of other nearby branches, longer fours ot gperatidnm,
new super exotic betting, let alone the Introduction of
simulcasting. Because of these and other multitudinous
variables, determinations of increased handle directly
attributable to simulcasting in a branch  has proven
impossible to calculate.

Contracting parties have attempted different formulae
for detErmining fdir compénsation to tracks and horsémen.
Most of these formulae are based on increases, if any, In a
broad area or entire 0T8 region ovEr’pficr years, with, In
some casés, an allowance for natural growth.

With the abandonment of the Incremental concept by the

statute, the Board's staff has not attempted to imake any

"guess-timates" dressed ‘up as "statistics'" showing the

actwal increase in handle, if any, brought by simulcasting.
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RECOMMENDATIONS

In accordance with the provisions of Section 1002(2)

.ef the Racing, Pari-Mutuel Wagering and Breeding Law, the

New York State Racing and Wagering Board respectfully
submits the following recommendations tor cons;qérar:an and
appropriate action by the Governor and the Legislature:

RECOMMENDATION #1

In July 1980, the Legislature passed and the Goevernor
signed Chapter 346 of the Laws of 930 which continued the
duthorization for similcasting on a peérmanent basis., In the
course @f reviewing the permanent statute, sgme mingr,
rejlatively technical problems have been identified. Some of

these have been addressed in the form of Departmental

Propesals from the Board. The first, Departmental Bill No.

279  (S.4I46/4.6754), would consolidate the reports
submitted by the Beoard ta the Governor and the lLegislature
concerning certain tax credit reliet for race tracks and the
conduct of simulcasting Into one report. This comprehensive
report, due on March 31, would permit a nmore orderly study
of the industry for the.prior_year, as well as eéenable the
Board to compile more accurate datad (particularly financial)

and better utilize dts Iimited resources. Amother Beard

praposal would delete the Board's annual certification

requiremént tg the Commissioner of Taxation and Fipance wheén

no credit for pari-mutuel taxes at harness tracks for

reduced revenue from off-track betting distributions on out-

of-state tracks 1s applicable. This Departmental Bill {(No.
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272) was introduced as 5.4178/4.,1214. It would eliminate a

.tiEE'cohsumiﬂg and costly process which offers ne benefit to

any entity., KWith the advent of sSinmulcasting and resulting

growth in 0TB handle, no credit has been applicable for the
past three years and none is anticipated 1in the foreseeable
future.

The final Board proposal, Departmental Bill No. 278,
{5.4213/4.6952) would clarify an ambiguous situatign
relating to the imposition of the OTB surcharge on winning
wagers on races that are not simuolcast at simulcast

theaters. The current law is completely silent with respect

to the dImposition or  non-impositionr of surcharge on

simulcast events. During the five-year eXxperiment {(based

upon legislative intent expressed both in the language of

the statute as well as communications with its drafters), no
surcharge has been 1imposed on winning wagers placed at
simulcast theaters on races which have .been simulcast, The
Board's bill would merely codify existing practice. It
would also explicitly authorize (OTB corporations which
operate simulcast theate:s to offer wagering opportunities
on non-simulcast events in conjunction with simulcast
programs (like an OTB branch). However, surcharge would
apply to these non-simulcast évents.

Additional modifications to clarify the language of the
1980 statute have emerged during the Board's preparation of
this report. The Board recommends ‘that the follpowing

changes be made in Article X of the Racing Law:
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AL Modify the language contained in Section 1000 to
reflect the end of the experimental period and declare

simulcasting to be a permanent integral part of the racing

and wagering framework in New York State.

B. Correct a mistaken referenceé Iin Section I1008(2-a)

of the Racing Law, added by Section 32 of Chapter J46. In

the second sentence the statiute rnow reads,'"In the evént the
receiving track..."”; it shHould read: "In the event the
sending track..,.".

€. Explicitly provide in Section 1013 of the Racing
Law that when arbitration 1is sought, the pre-existing terms

or conditions of any simulcast operation remain in effect,

pending the outcome of the arbitration process subject to

retroactive confbrmitx to the final terms,

D. Specify inv Séctions 523, 905 and 905-a of the

Racing Law, that when the Breeders' Cup series 6f races are

held in New York, that a full 15 races of special Interest
be available annually for OTB cdrperations and race tracks,
The Board believes that Chapter 346 provides an
opportunity for the entire industry to utilize simulcasting
to Its maximum extent as a todl to maintain handle. These

technical changes are consistent with that end.
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RECOMMENDATION #2

During the last few yeéars, both the New York State
government and the racing and wagering industry have focused
a great deal of attention on the issues of integrity -and
accountability, At the sane time, the Board has eéngaged in
an jntensive review of the ways and means to Jimpreve and
enhance. all aspects of integrity and accountability
throughout the racing and wagering community, l

The Board supports efforts +to promote and 1insure
professionalism, dintegrity and ethical conduct within all
segments of the racing and wagering community. The State's
six public 'benefit ceorporations which conduct off-track
betting must heed that call as well, and respond to the
public's demand for greater dccountability on the part of
all government agencies, !

Therefore, the Board recommended, <as departmental
legislation in 1389, 19230 and again in 191,
& series of proposals which would enhance the Board's
oversight and regulatory functions with respect to OTB and
help insure the integrity and accountability of this State's
system of off-track betting. These proposals are designed
to promote the more effective management of off-track
betting and enable the Board to more closely monitor and
review OTB operations.

With respect to ipsuring the integrity of off-track
betting activities, the Board has three significant

legislative proposals. They 1increase the ability of ‘the.
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Bodrd tao monitor, control apnd regulate the operations and
actions of the (0FB corporations, their employees and other
participants in off-~track betting.

The first proposal,  Departmental Bill No. 274
(5.4137/4.6764) would amend the Racins Law to empower the
Board to impose monetary fines on off-track  betting
corporations and othér persohns. or corporations participating
in off-track betting. These fines could be Iimposed for
viplations of any provision of the Racing Law, the Board's
Rules, Regulations and Directives, or the approved Plan of
Operation for the conduét of off-track betting. Currently,
the only sanction the Board can impose for a vialation of

the legal 4duthority governing off-track betting is to

-suspend the entire Plan of Operation for a given

corporation, This 1% clearly impractical, To terminate
all corporate pperatiorns, or evén a portion thereof, would
result in a conmsiderable loss of revenue to all segments of
the racing industry as well as the State and local
governments. That. drastic actionm should only be taken in
the most serious Iinstances, The Board believes that it
makes sense to hold individuals at OTB accountable for their
own actions and the DTB corporations and Iocal governments
should not have to bear the full financial burden for the

misconduct of OTB employees. In order to enable the Board

‘to properly discharge its oversight, supervisory and

regulatory functions, this additional, alternmative sajction

should be available to the Board, It should be noted that
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similar provisions exist for participants in thoroughbred,
harness and gquarterhorse racing, &s well as srmulcasting.
(5ee Sections 243, 310, 409 .and 1005 of the Ra¢ins Law.)
There appears to be no substantive reason for not employing
this type of sanction to 0OTB as well. Accordingly, the
Board recommends the prompt enactment of 5.4137/4.6764.

The second proposal, Depdartmental Bill No, 275
(S.4135/4.6772) would authorize the Chairsan of the Board to
designate a Board officer to preside at off-track betting
hearings., Curreantly, the statute provides that the
Chairman, a Board Member or the Board sitting én banc miust
preside at heariqgs involving ott-track betting. The
thoroughbred, harness, quarterhorse and simulcast articles
of the Racing Law permit the designation br an ogtticér of
the Board to preside at such hearings. This proposal will
better facilitate the prompt scheduling of such hearings
because of the availability of a greater number of
individuyals who may preside on a continuving basis. The
parties to the hearing are .not prejudiced because the
proceedings are subject to Govermor Mario M. Cuomec's
December 4, 1889 Executive Order No. 131 (relatipg to
administrative heéarings), and the State Administrative
Procedure Act as well as the provision that the Board must
review the report and recommendation of the hearing orricer,
and that only the Board can make findings of fact and the

final determination,
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There are currently many more hearings held by the
Board requiring the availability of more than the three
individuals, who constitu;e the Board to act as hearing
officers than there were at ‘the time the statute was
originally enacted. This would also further a unifornm
procedure with respect to all administrative hearings
conducted by theé Board.

The final element in the Board's "integrity" plan
would authorize the Board to license any person, assoclation
or corporation participating in off-track betting as the
Board may by rule prescribe, When resources are avaifable,
its enactment would conform the off-track betting article of
the Racing Law to its sister provisions governing all types
of racing as well as simulcasting in this State.

This proposal is npecessary fFor the purpose of
maintaining proper control over the conduct of off-track
betting within the Empire State. Events during the last few
years (described in detail in this -and prior simulcast
reports), indicate the absoclute need for the Board to have
Jurisdiction over certain individuals and corporations who
perform services or functions which are essential for the
conduct of effieiant, effective and lawful off-track pari-
mutuel operations.

As heretofore described, the last few years saw several
serious and at times, tragic incidents occur in or near 0TS
facilities, (See: 1989 and 1990 Simulcast Reports), HWe are

indeed fortunate that no jinnocent victims suffered serious
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injuriés as a result. However, with crimes ranging Ilronm

arson and assault to armed robbery dnd the possession/use of
illegal firearms, ‘the betting public as well as OTB
employees themselves, need this check.

In addition, the Board has concluded that it is of
little use to license gnly simulcast facilities,
corporations or persons who woerk therein as presently
authorized. The problems lie with the OTB corporation in
generai. because simulcasting 1s only a cemponent of off-
track operations. As such, with frequent personnel shifts
as well as changing simulcast branch locatigns, the svstem
of "total licensing', wﬁich Is currently in place at all on-
track locations within the State, should apply to OTB as
well,

For several years, the Board served as a conduit for
off-track betting corporations to conduct Fingerprint checks
on new employees, However, in 1988, the Buvard was advised
by the New York State Division ot Crimipnal Justice Services
(DCJS) that the Board could not legally conduct such checks
on OTB employvees or disseminate any 1inrormation received as
a result of such a check to any other agency, including the
orB corporations. DeJs concluded that there was
insufficient statutory authority. Thus, for the past two
years, new OTB employees have not been the subject of any
criminal history. check.

In order to Insuré the public's confidence in OTB and

the integrity of the centire system of off-track betting,
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including its employeés, authority for the Board to license
OTB employees should be enacted into Iaw.
With respect to the issué ot accountability and

integrity in the management of off-trdck betting, the Board

has recommended the epactmént or leglstatrion whnich would bar

a director of a regional off-track betting corporation from
holding any position of enmployment witR that ott-track
betting corporation.

The hogard of directors of an off-track betting

corporation 1s respaonsible for the  management of that

corporation, including the appointment of its officers. It
is not in the public interest to have directofs alsoc serve
as paid employees of that corporatian_inciuding the position
of President and Chief Executive Officer.

Under the common law doctrine of compatibility of

office, dual employment is found to be contrary to public

policy, In Formal Opinibn No. B88-F1, Attorney (Genéral

Abrams wrote:

"4 director cannot effectively and Impartially
supervise himself nor can his colleagues on the
board of directors exercise such supervision.
Additionally, an appearance of impropriety
would result. This dual employvment would
erode the patural checks and balances that flow
from the employer-employee relationship to the
detriment of corporate operations and public
trust. Were this not prohibited, an entire
board could serve as employees of  the
corporation creating conflicting interests and
raising questions as to whether board decisions
are made solely in the public Interest’,
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The New York State Comptroller shares this concern. In

recent -audit reports, he concludes that service as a

director of an off-track betting corpération as well as its

president and chief executive officer, 1is contrary to the

doctrine of compatibility of office, Recerntly, the Attorney
General of the State ofF New York reached a different

conclusion. He found that a director may sérve as President

and Chief Exécutive Officer, viewlng 1t as an extension of

his responsibilities as a director. This conflicting
series of opinions requires prompt. resolution.
Additionally, a recent series 0f mnewspaper artié¢les which

appeared in ‘the Albany Times Unien, highlighted thHe need of

more effective oversight of corporate manageément by an OTB
Corporation's Board of Directors, Prompt action on this
proposal may aid directors in exercising such authority,

For the reasvns set Fforth above, the Board reécommeénds
the enactment of Departmental Bill No. 351 (S.4154/A.6775)
in order to clarify the legdl &status of directors as
employvees, as well as Jdnsure that a system of internal
checks and balances are present wrthln rthe deécisron-making
structure of off-track betting corporations. It should be
noted that this legislation is not directed at any specitic
incumbent, Rather, the Board sees it as a necessary, if not
vital structural reform,

Anocther integrity proposal is to limit the amendment
made by Chapter 308 of the Laws of 1350, Section 107 of ‘the

Racing Law prohibits various categories of public officials
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and employees whose duties jinvolve pari-mutuel racing from
participating Im racing by disqualifying them from
licensing. Under Chapter 908, a new subdivision 16 was
added to Section 502 of ‘the Racing law to allow the
licensing .of any diréctor, administrater or other employee
of an OTB corporation 'notwithstanding any Inconsistent
pravision of this chapter or any other law",

Therefore, a public official or party atticer Who is
ineligible for licensure in pari-mutuel racing under Section
107 of thée Racing dLaw can déefeat the purposes of ‘that
section by obtainimg employment Wwith an OTB corpdration,
thereby bécoming eligible to participate in racing through
Sectioen 502, The 12890 law was pot intended to let everyone
excluded under Section 107 in through this new OTS
exceptionr

To clarify this overly broad provision, the Board has
submitted Departmental Bill No. 276 (S.4138/4,.67673, to
prevent_unjntended'eonsequences created by the overly broad
provision, It would also consolidate all restrictions on
licensing in Section 107 where they properly belong.

The Board's financial accountability proposal is
comprehensive legislation to improve certain financial and
accounting practices of the State's off-track betting
corporations. The Board urges the enactment of Departmental
Bill No. 273 (5.4136/4.6770), which reflects many of the
recommendations made by the State Comptroller in Audit No.

§8-5-81.
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The State COmptru}Ier has reported that certain current
Statutory authorizations result in confusion with respect to
the acdcounting 4dnd financial reporting practices of the

State’s six off-track betting corporations. This proposal is

designed to require uniforw report of financial data (both

on a monthly and annuval basis) as well as reduire off-track
betting corporations to ctconduct their financial activities
in accordance with genérally accepted accounting practices
{GAAP} as promulgated by the State Comptroller.

The bill also extends the statutory time period for the
submission of monthly financial reports from 15 days to 60
days. The current tige frame 15 not a realistic standard
for the submission of the comprehensive information reguired
by the Board’'s Uniform Svstem of Accounting and Reporting.
The additional 45 days will allow for a more prderly and
accurate spbmission by each of the State's six regional OTB
corporations. The enactment of this legislation is
mecessary to 1insure that prompt, accurate and uniférm
financial transactions by all of the 5tate’s six off-track
betting corporations,

Taken together, +this recommended legislation -would
provide a firm basis by which the State oF New York can
Insure that 1its system of off-track pari-mutuel wagering
operates in an effective and efficient manner. It will
promote greater accountability and Integrity within this

growing segment of the racing and wagering industry.
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These proposals are important tgo the Board, ta enable

it to exercise enhanced oversight and regulatory authority

as well as essential to maintain the public's trust and
confidence in racing and wagering activities, generally.

RECOMMENDATION #3

Most off-track betting corporations, as well as certain
race tracks,  have  made sizeable . investments in the
establishment of new or renovated facilities offering
additional amenities to their patrons. It is essential for
these entities (and in the best interest of the State of New
York) that the maximum utilization of these innovative, yet
costly, facilities be encouraged.

The Legislature has taken the tirst step last vear. It
authorized wagering —-and simulecasting of up to 12
thoroughbred rdces of special interest to the state's race
tracks and off-track betting facilities from locations
outside the State of New York., However, it did not provide
for simulcasting of the Kentucky Derby, the Preakness Stakes
or the Breeders' Cup (when run outside of the State), It
also authorized simulcasting of the Breeders' Crown and the
Hambeltonian at all simuledst facilities as well as five
other  harness races 60f special interest at harness tracks
only. OTB corporations may currently accept wagers on three
additional Hharness rdces o¢f special Interest but cannot
simulcast them.

Im a related development, a cable systems operator in

the Albkany area, 1in conjunmction with Capital District
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Regional Off-Track Betting Corporation, sought to display a
live audio-visual signal of the thoreughbred races run at
Calder Race Track in Florida on Tuesdays (the traditional
NYRA dark day). This cable system claimed that it sought
this signal as a commercial entertainment venture which had

no direct copnection with any wagering activity. The Bgard

(which has no Jjurisdiction over a cable operator) directed

Capital District Regional OTB Corporation neither to (1)

display the audipg-visual signal of this commercial broadcast
in its branches; nor (2} accept wagers via telephone betting
accounts on such races. The Board took this& action, based
upon the expressed intent of the legislature regarding in-
home simulcasting (Sectiom 1003(1} of the Racing Law). It
should be noted that with the imposition of this restriction
on Capital, the races from Calder Race Track were broadcast
for oanly one day. To prevent recurrences of such a
situation, the Board will only approve wagering on out-of-
state race programs that are not sipulcast into homes.

The Board recommends that the progressive concept of
similcasting certain limited and defined special eveht races
with significant public interest be explicitly extended to
all currently authorized wagering opportunities, The Board
has submitted as departmental legislation, Departmental Bill
No, 277 (5.4139/A.6758), which would amend the applicable
sections of the Racing Law to provide for the simulcasting

of the Kenticky Derby, the Preakness Stakes, the Breeders'
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Cup and the remaining harness races of special interest to
all licensed simulcast facilities, We Urge its enactment.
The Board also recommends that in the interest of
expanding wagering opportunities on 1ip-state races of
special interest, OTB corporations be empowered to accept
wagers on the "New York Derby", a thoroughbred race
conducted at Finger Lakes Race Track. This proposal,
Departmental Bill No. 280 (S5.4155/4.6774), would authorize
all OTB corporations to accept wagers on ‘the nost
prestigious race run exclusively for horses bred in New York
State, In addition to highlighting the State's successful
breeding program, it will enable all of New York State to

focus on the best horseés being bred in the Empire State and

lend prestige to New York's "other' thoroughbred operation.

This bil1l would amend Sectieh 523 of the Racing Law to
include the New York Derby in the sanme category ol special
in-state rdces as the Belmont and Travers Stakes dt the NYRA
tracks.

RECOMMENDATION #4

The technical problems of simulcasting, which have
Iinhibited its development, have been nJghiJghrea'in this and
prior Simulcast Reports, as well as the Report of the
Legislative Commission on Science and Technology (diséussed
above)}. The problem areas are those of sinulcast signal

security and the efficient and effective transwission of

wagering data to effetfuate common pari-mutuel pools.
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The Board has concluded that for simulcasting to
continue and flourish, a high level of integrity, efficiency
and security must be malintained. Therefore, the Beoard
recommends that Article X be amendeg to give 1t explicit
statutery authority to prescribe and enforce minimum
standards 1in relation to the methodology, egquipment and
means employed te safeguard and control the transmission of
simulcast signals and wagering data.

RECOMMENDATION #5

Chaptér 346 of the Laws of 1990 authorized the
combining of New York wagers on horse races conducted in
other states or foreign countieés with wagers on such races
made elsewhere only for those thoroughbred races of special

tnterest designated in Section 905 and 905-a of the Racing

Law, The Buard VDelieves that this provision contained in

Sectian 3907 of the Racing Law should be extended to other
cout-of-state racing events. 0f particular importance are
the cut-pf-state harness races of special interest for bafh
on and off-track operators provided for in Sections 523(7),
906 and 1007(6)(a) of the Racing Law. In addition, under
the same térms and conditions set forth in Seéction 307, the
Board should be empowered to authdrize common peols on all
out-of-state wagering authorizeéd by Section 523 of the
Racing Law, With the great advances in technology, this
system of common poocls can be another tool by which the
racing and wagering industry continues to maintain 1Its

current handle levels and promote this eXciting sport.
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CONCLUSTON
The foregoing has been a detailed analysis of simulcast
operations during 1990, as well as an assessment of results
Oof the past six and one-half years. Substantial investments
in simulcasting and related facilities have been made by the
various off-track betting corporaticns and.fade'rracks. In
the Bodard's view, these investments have vielded significant

results, Simulcasting has been given thke apportunity to

develop, It Has been the key element in maintaining the

total handle in New York State., It is now an integral part
of racing in New York.

Of the varied problems associated with simulcasting,
the Board believes that the techmnical problems hdve been or
can be surmounted. Of more concern to the Board are the
ongoing feuds_between various segments ot the industry. A
sense af apprehension and distrust pervades the
relationships that exist within the racing and pari-mutuel
wagering compmunity. Several specific instances have béen
deseribed in this and prior reports.

Stripped of all its apparent glitter, racing and OTB
can only survive If they serve the public, The mainstay is
the fans. The fans are not well served unless all elements
of this diverse Industry cooperate, Through simulcasting, as
well as various tax reduction measures, the tracks, 'as well
as variovs tax reduction measures, the tracks, their

horsemen and OTB corporations weré given an inceptive to

accomplish this goal.
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It was clear that the prior statutory system did net
function as well as it was intended to. In enmacting Chapter
346 of the Laws of 13290, the State sought to establish a
workable mechanism to resolve disputes in a quiet yet
effective Ffashion. The key elément in this new system 1is
its "make available" provisiaon, For this system to
funetion, the varicus entities now must allow simulcasting
to continue while specific terms and conditions are either
negotiated or resolved through binding arbitration.

However, this wnew format will fail 1if the various
Segments of the Industry continue to act omly for inarrow,
parochial and selfish gains and, refuse to coopérate In the
public interest. Pari-putuel horse racing and wagéring has
-been authorized for the benefit of all segmerts of the
racing and wagering dndustry, as well as the State, Iits
political subdivisions and Iits. c¢itizens, If it does not
perform, then the State will be forced to oncé again act and
alterﬂthe system so recently put in place,

The choice is up to the 1rdustry .itsel} and time 15
running out, The results reported for 1990, clearly confirmsg
this. Early 1991 indications seem bleak as well, Therefore,
it is in the industry's best interest .as well as te public's
for all elements to cooperate. The various components must
initiate cooperative efforts with a broader view for the
enhancement of the entire industry for the years to conme,
If it fails to do so,the State of New York, which has

authorized pari-mutuel wagering (and simulcasting) on horse
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races, must act _swif’tly to address the issues and promote

the health of the industry.
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APPENDICES

The folldéwing charts summarize various fipanecial
results during the calendar year ending December 31, 1930,
All figures are unaudited and tentative, As such, they are

subject to6 revisipn and correcticn.
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5 Year Comparison of Cambined On-Track and Similcast Rand

1son of Combined On-Track and Simulcast Handles and and Racing Days

TO TRACK SIMULCASTS - Handle at Receivi

Tracks

TRACK .
arison of Corbai oo Sandle at Receiving Tracks

_ On-Track On~Track Simulcast On~Track Simulcasts ' ined
YONKERS RACEWAY Owh Racing RYRA Racing Other Tracks Eiﬁﬁ?ﬂ?ﬂ
1986 Days Handle. Days  Handle DBays Handle
182 5172,043,097 242 56,680,456 ; 5
(Decrease) Increase 1987 ' $228,724,353
e N (8,097,899} 37,473,341 29,375,442
_ 193 5163,946,198 304 594,153,799 758, 085,997
‘Increase 1988 _ 26,031,228 5,708,370 31,739,598
1988 _ 247 189,977,426 298  §99-863.169 '$785, 839,555
Increase 1959 49,420,761 5,510,464 55,331,225
1989 365  §239,398,18/ 306 $108,772.633 §345,170,820
{Decrease) 1990 (31,993,650) (49,387,362} (81,381 012
1990 353 207,404,537 167 56385, 271 5263, 785, 608
"SARATOGA RACEWAY
1985 187 $35,316,610 286 $16,517,282 551,833,892
_ 5,316,6 /517,262 : 892
Increase 1987 _ 804,070 2,379,997 3,184,067
1?gzc ! 1os 188  $36,120,680 280 $18,897,279 $55,0317, ggg
rease) 1988 o (1,136,618} {1,491,005) (2,627,623)
22190, 0107 BT VNV SlpREl 13
1988 _ _ 202 $34,98%,062 284 617,406,274 52,390,336
(Decrease) Increase 1989 43,576,148} 1,477,158 (2,098, 9303
1989 _ I 197  §31,407,914 282 518,883,432 $50, 291, 346
{Decrease) Increase 1990 (2,437,850) ... 991,245 {1,446,605)
1930 173 528,970,064 287 ‘579,874,687 548,844,751
EINGER LAKES _
1986 161 549,253,908 114  $9,189,374 $58,443, 262
{Décrease) 1987 - (277,315 11,929,113 (2,206,428)
1887 - 171 548,976,593 91 §7,260,261 556,236,854
Increase 1! 1,551,590 1,384,598 2,936,188
1988 172 §50,528,183 95  $8,644,859 $59,173,042
(Decrease) 1989 . 43,398,277) {2,751, 437) (6,149 714)
1989 _ 168 $47,129,906 88 5,893,422 553,023,398
(Decrease) Increase 1990 43,613,341) 3,089,437 . __1521,908)
1990- 161 $43,516,565 110 $8,982,85% §57,501, 424
1988 _ 154 $31,676,454 = emmeee oo ——— 531,676,454
{Decrease) Increase 1989 _(319,722) _S_Z.M $440,015 2,271,687
1989 159  &31,356,732 138  §2,151,394 &% $440,015 533,048,141
{Decréase! Increase 1990 B (904,278) _(104,845) _ 854,384  {154,739)
1990 155 830,457,454 112 82,046,549 112 51,294,398 §33,793,402
MONTICELLO RACEWAY '
1989 _ 210 $41,894,204 o Seem—= e 941,894,204
Increase 1990 2,831,260 TN A— 4,511,431
1990 230 544,725,464 89  S1,680,171 S —————- 546,405,635
BATAVIA DOWNS _ .
1985 142 $20,791,055 m——a A $20, 731,055
{Decrease)  Increase 1990 _f1,227,286) 124,193 935, 392 {167,701)
1990 133 §19,563.769 23 5174,193 83 §935,392 §30,623,354
BUFFALD. RACEWAY
1980 127 $23,772,040 mom— oo $23,772,040
(Decrease) Increase 1990 __ (456,818) -———— _ £1,330,539 ‘873,721
1990 128 523,315,222 mee—e- 40  $1,330,519 524,645,761

1990 Simulcasts

Haceway to  Batavia Downs,

from tracks other than NYRA 1ncluded the following:
Batavia Downs to Buffalo Raceway and Finger Lakes to Batavia Downs,

Yorkers Raceway to Vernon Downs, Buffalo
the 1990 NYRA

simalcast handies alsoc J.nclude a total of 5433 169 from special events from cut of stiate tracks, see schedule

for NYRA similcasts.

{90sim351-5)
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_ NEW YORK RACING ASSOCIATION _
1990 SARATOGA THOROUGHBRED SIMULCAST TRANSMISSION TO AQUEDUCT

Dates Raced August 1 through August 27, 1990
Days 24 Aveérdage Per Day % Of Handle
Attendance 162,265 6,761
HANDLE: AMOUNT
Regular $7,790,556 5324,607 26.06
Multiple 17,880,788 745,033 59.81
Exotic 2,985,149 124,381 9,99
Super Exotic 1,237,572 51,565 4.14
Total Handle at Agueduct $29,894,065 $1,245,586 100%
DIVISION OF HANDLE:
State Tax £$912,481 $38,020 3.05
Breeders Fund 149,470 - 6,228 .50
Track Share 4,454,639 187,277 15.04
Takeout 5,556,590 231,525 18.59
Bettors Share 24,337,475 1,014,061 81.41
Handle $29,894,065 51,245,586 100%
Average Bet Per Patron $184
5 Year Comparison of Handle - Saratoga Simulcast té Agueduct
_ Average
Days Handle Petr Day % Change
1986 July 30 - Aug. 25 24 $28,070,369 $1,169,599 N
Increase 1987 _ 2,341,242 97,551 8.34%
1987 Aug. 5 - Aug. 31 24 530,411,611 51,267,150 2387
Decrease 1968 (1,637,132) (68,213} (5.382)
1988 Aug. 3 - Ang. 29 24  $28,774,479 $1,198,937 _
Increase 1989 _ _ 318,129 13,255 1.11%
1389 Aug. 2 - Aug. 28 24 $29,092,608 $1,212,192
Increase 1990 801,457 33,394
1950 ‘Aug. 1 - Aug. 27 24 529,894,065 $1,245,586 2.75%

SCHEDULE OF SIMULCAST REVENUES, EXPENSES AND PROFIT - AQUEDUCT

Track Share of Commission And Breakage Net of Statutory Payments $4,494,639
Other Operating Revenues - 170,588
Total Revenues $4,665,227
Statutory Allocation for NYRA Purses (1,117,857)
Other Operating Expenses _ {1,487,975)
NYRA Profit - Paid Out As Franchise Fee Increment 52,058,395
908im391-6
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